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INTRODUCTION

1. The policies of trade liberalization carried out by African countries present true challenges both in terms of production and trading capacities. It also carries on important challenges in terms of competences on trade negotiations in the framework of African integration organizations and WTO or European Union. African countries have to actively participate in the process of multilateral decision making, fulfill their new requirements ensuing from the agreements and efficaciously stand for their rights.

2. This is  why  at Doha (Qatar) meeting of November 2001, ministers of WTO country members recognized the special vulnerability  of the least developed countries ”LDC” vis à vis the new WTO Agreement, pledged to remedy their marginalization in  multilateral trade  and improve their effective participation in the multilateral trading system.

3. The working agenda adopted in that meeting entitled “Doha Development Agenda”, includes a wide negotiation program and other important decisions and activities that are necessary to address the challenges the multilateral commercial system is confronted with.

4. This agenda includes issues of special interest for African countries, crucial issues for their development, namely agriculture, access to markets for non-agricultural products, services, aspects of intellectual property, and the issue of special treatment to LDCs.

5. The issue of market access to agricultural and non agricultural products is of vital importance, given that it can help the growth of exports and accelerate economic growth.

6. The Fifth Ministerial meeting of WTO held in Cancun (Mexico) in September 2003 was a failure: developed and developing countries were not able to agree upon a common text to be used as basis for negotiations. Lots of reasons were evoked to explain this failure: lack of significant concessions on the side of WTO influential members, especially the USA and EU, regarding subsidy to cotton and agriculture.

7. Work intensified at WTO during the first semester of 2004, and a common agreement was ultimately reached in late July. The agreement sets the negotiation framework on the implementation modalities of the decisions it contains.

8. This meeting must help negotiators of the East Africa sub region deepen understanding of the stakes of the ongoing negotiations and suggest policies as well as measures aiming at their effective participation in the multilateral trading system. The meeting is jointly organized by UNDP and ECA.

 ADDRESS OF MR HAKIM BEN HAMMOUDA, DIRECTOR OF ECA TRADE AND REGIONAL INTEGRATION DIVISION

9. In his welcoming remarks, Mr Ben Hammouda underscored that African countries were convinced that their participation in international trade  remains a necessary condition to the development of the African production system, and constitutes an indispensable aspect of  sustainable economic growth strategy of the continent.  East Africa, as an entity includes member countries of ACP and WTO and is engaged in two major trade negotiation processes. One is multilateral at WTO, and the other is in the framework of Economic Partnership Agreements (EPA) with European Union. The effects should have great impact on economic growth as well as sub regional development.

10. Doha Round, in the framework of WTO and EPA negotiations can play an essential role in the diversification of African economies for the fight against poverty, provided that they are well negotiated by African countries. These two processes have got such a long scope that no single development agency can ensure adequate support to African countries so that they make optimal benefit out of it. The project recently started by UNDP for capacity building with regards to trade in view of poverty reduction and human development in sub-Saharan Africa is a great step towards efficient cooperation of institutions giving support to Africa. The projects creates partnership between all stakeholders involved in the policy of commercial support to Africa and learns from the experience and capacities of participating institutions which are: AU, ECA, AERC, SATRN, TWN, SEATINI, and UNCTAD.

11. The overall objective of various activities for trade capacity building is contribution to the reinforcement of human and institutional capacities in sub-Saharan countries. This should help those countries to fully participate in commercial negotiations and to put in place policies related to trade, thus contributing to poverty reduction and human development.

12. The present meeting subscribes to the dynamics of negotiation capacities of African countries. Technical studies conducted by the ECA Trade and Regional Integration Division will be presented in this meeting. They will help us better understand the negotiation stakes within WTO like those of EPA for East African countries. Mr. Ben Hammouda took this opportunity to reiterate his heartfelt thanks to UNDP, and the Belgian Cooperation for their support in the organization of these important meeting.  Several organizations have undertaken studies related to EPA and to the evaluation of “July Package”. ECA, UNDP in cooperation with the main REC of different sub regions have organized meetings of experts during which results of studies  are to be  presented and discussed.  A continental meeting is scheduled for June 2005 in Nairobi so as to put together negotiation experiences and strategies of different sub regions and to allow common approach of the EPA issue.

13. He wished the meeting to make productive contributions to the success of those negotiations.

SUMMARY OF THE ADDRESS BY UNDP RESIDENT REPRESENTATIVE

14. In his speech to the meeting, the UNDP Resident Representative in Rwanda, Mr.Macharia Kamau challenged the meeting of experts on trade to ensure that African countries come out of the Doha development round better off.  He adduced strong reasons why this is an important task that must succeed. It is 

a) a honourable way of addressing the problem of development and for alleviating poverty; and

b) a dignify way of getting out of heavy aid dependence, handouts and servititude.

15. The assigned task should not be regarded as too ambitious given the fact that Africa used to be one of the powerful trading partners in the world.  We need to address the parlous state of African trade which is currently at its lowest ebb.

16. In the process of fashioning out trade policies that promote development and lead to poverty alleviation, recent reports from UN such as “High Level Panel on Threat, Challenges and Change” as well as the Millennium Project report on “Investing in Development: A Practical Plan to Achieve the Millennium Development Goals” especially as they touch on peace and security, democracy and good governance should be at the background of the analysis.

17. Finally, the Resident Representative invited the participants to avail themselves to the support (and investments) from UNDP, the AU, the ADB, UNDP. The UNDP projects on Trade Capacity Building for Poverty Reduction and Human Development in Sub Sahara Africa which has brought various organizations such as the AU, UNECA, AERC, SATRN, TWN, SEATINI and UNCTAD together aimed at addressing the difficulties that have arisen in the past where the various partners together with African countries have failed to coordinate in a manner that would best position this continent, its countries and its peoples in the rapidly changing global trade stage. Interagency coherence in capacity building are thus key elements in this project and will form central elements in the successful conclusion of the Doha and Economic Partnership Agreements negotiations.

PARTICIPANTS

18. The representatives of the following countries have attended the Ad Hoc meeting of the group of experts on trade issues and WTO in East Africa: Burundi, Comoros, Djibouti, DR. Congo, Eritrea, Ethiopia, Kenya, Uganda, Rwanda, Seychelles, Somalia, Tanzania and Madagascar.

19. The UN Economic Commission for Africa, the World Bank, UNDP, USAID/Regional Economic Development Services Office, COMESA, CEPGL were also represented at the meeting

ELECTION OF THE BUREAU

20. The following bureau was elected: 

President: Burundi

Vice-President : Rwanda

Rapporteur : Comoros

ADOPTION OF THE AGENDA AND WORK PROGRAMME

21. The agenda  and the work programme were adopted.

AGENDA

1. Registration

2. Opening ceremony : opening remarks by : 

· Director TRID/ECA

· Resident Representative, UNDP

3. State of Multilateral Negotiations at the WTO and Challenges for East Africa

4. National Surveys on Trade, Development and the WTO : Challenges for East African Countries

5. Integrating Trade within National Development Strategies

6. Negotiations on Market Access

7. Challenges for Economic Partnership Agreements (EPA) with the EU

8. Building cohesion in goals, strategies and negotiating modalities in bilateral, regional and multilateral trade agreements involving countries of Sub Saharan Africa

9. Adoption of the report

10. Closing of the meeting

THE PROGRAMME OF WORK

Tuesday 15 March 2005

14:00-15:00
Registration

15:30-16:00
Opening ceremony 


Opening remarks by :

· Director  TRID/CEA


-    Resident Representative, UNDP

16:00-16:15
Coffee Break

16:15-18:00 :
Session I : Integrating Trade within National Development Strategies 
16:15-16:45
Presentation by ECA

16:45-18:00
Discussions

Wednesday 16 March 2005

9:00-13:00 :
Session II : National Surveys on Trade, Development and the WTO : Challenges for East African Countries 

9:00-10:20
Presentations

· Burundi

· Djibouti

· Kenya

· Madagascar

10:20-10:35        Coffee Break

10:35-11 :15       Presentations ( continued)

· Uganda

· Tanzania

11:15-13:00          Discussions

13:00-14:30           Lunch

14:30-16:00       Session III :  State of Multilateral Negotiations  at the WTO and Challenges for East Africa. 
14:30-15:00 
Presentation by ECA

15:00-16:00
Discussions

16:00-16:15         
Coffee Break

16:15-17:45
        Session IV :  Negotiations on Market Access 

16:15-16:45
Presentation by ECA

16:45-17:45

Discussions

Thursday 17 March 2005

9:00-11:00
Session V : 
Challenges for Economic Partnership Agreements (EPA) with the EU  





9:00-10:00
Presentation

· ECA

· World Bank « the ‘development’ dimension in EPA» 

10:00-11:15

Discussions

11:15-11:30
Coffee Break

11:30-13:00

Session VI : Building cohesion in goals, strategies and negotiating modalities  in bilateral, regional and multilateral trade agreements involving countries of Sub Saharan Africa  

11:30 -12:00
Presentation by UNDP

12:00-13:00
Discussions

13:00-14:30                Lunch

Afternoon

Secretarial works 

17:00-18:00

Adoption of the report

18:00


Closing of the meeting

SESSION I : SITUATION OF MULTILATERAL NEGOTIATIONS AT WTO AND 

                      STAKES FOR EAST AFRICA
22. The first session of the seminar was centered on presentation of modalities and the ongoing trade negotiation stakes at WTO. Each of the different presenters pinned up negotiations themes and analyzed their potential impact on the development of African countries and especially the development of COMESA.

23. They underlined the important issue of subsidy to exports and domestic support that developed countries provide to their farmers. Those practices distort the international market and bring about collapse of world prices of agricultural products for which African countries have comparative advantages. Some participants also raised questions over the EU’s good will to address their claims, and the necessity of establishing alternative strategies.  Additionally, they insisted on the rigidity of the agricultural sector in Africa and the need for significant improvement of productivity of African agriculture. Such a strategy could help ensure agricultural development, reduce poverty and improve the stand of African countries in negotiations.

24. The session extended as well to the issue of cotton. The presenters reminded the participants on the refusal of developed countries to dissociate this issue from other agricultural issues, as well as the decision taken in March 2005 by the WTO’s organ in charge of conflict settlements that condemned the USA’s subsidy to its cotton producers.

25. In the NAMA negotiations, stakes for the choice of a tariff reduction formula were brought to the fore, the issues of tariff peak and escalation, the impact of preference erosion as well as problems that are specific to the textile sector. The necessity of using safeguard provisions was highlighted in order to deal with the rising of  clothing items exports from China.

26. Finally, participants came back to the Singapore Issues, and the reluctance of developing countries to fit them into Doha negotiation cycles. The reasons for this reluctance were once more evoked, and those are namely the cost of those measures, and their favorable implications for foreign exporters needing to enter developing countries’ markets. The participants emphasized as well that EU wished to include Singapore’s themes in the negotiations of economic partnership agreements.

SESSION II : NATIONAL SURVEYS ON TRADE, DEVELOPMENT AND THE WTO : 

                       CHALLENGES FOR EAST AFRICAN COUNTRIES

BURUNDI

27. Trade has always been regarded as an engine for development. In fact, equitable trade carried out between partners in respect of rules agreed upon on national, regional and international levels stimulates production and leads economic operators to invest more so as to respond to the need of market(s).

28. In the least advanced countries “LDC”, among which Burundi, internal markets are often narrow, with products of poor quality while prices are too high due to lack of competition. Trade exercised in the frame of regional economic integration and/or multilateral framework is an incentive to economic growth and contributes to reducing poverty through redistribution of revenues.

29. Those two objectives can only be reached if the rules governing trade are respected by all trade stakeholders, and especially when exchanges are real and reciprocal. Today’s established fact in East African countries including Burundi is that intensification of trade amongst COMESA member countries, has given place to two kinds of behaviors amongst economic operators as well as respective Governments.

30. The first group made up of industrially advanced countries considers that free trade contributes to widen the markets of their products and consequently leads to the development of the States involved through the raise of production and investment attraction.

31. The second group of countries with weak economies and above all land-locked, consider that the opening of borders encourages unruly competition against existing little production units that could even close in case no safeguard measures were taken, and if no support and measures were adopted and implemented to help them raise their production infrastructures, develop and diversify their exports.

32. Despite this situation highlighting two groups of interests, it can be generally established that regional integration contributes to enhance the volume of trade between trading partners, and as a result, encourages the development of participating countries.

33. Regarding Burundi which this study has been based on, ever since the COMESA Free Trade Area was launched, imports from East African countries have significantly increased, while the situation of exports towards those countries did not improve, simply because exports by Burundi has remained weak.

DJIBOUTI

34. In the long run Djibouti can gain from development opportunities offered by regional economic integration by adopting appropriate socio-economic policies, fostering development of private sector and counting on its various benefits (geographic location,  modern transport and communication infrastructures).

35. Liberal fundamental options in matters of economy openness to the outside world must make the market the main incentive of development, and convert a type of import-dominated economy into an economy which is more oriented towards exports. 

36. Better involvement of Djibouti in regional  and international trade, revival of productive  investments with the improvement of the economic environment  related to private sector, the establishment of  an efficacious policy to attract foreign investments should fully participate  in  sustainable recovery of the country’s economic situation, and therefore, in the betterment of human development.

KENYA

37. The presentation was divided into thematic areas. Firstly, the macroeconomics framework and how it drives Kenya’s trade and development especially in the area of liberalization and globalization. An analysis was given on how the various export trade regimes implemented have impacted on the Kenyan economy since her independence.

38. On regional integration initiates, it was noted that Kenya has enjoyed a healthy balance of trade with her trading partners in the region particularly in COMESA and EAC. Previously, the direction of trade was with EU taking the lead but currently COMESA commands over 44% of the country exports with Uganda taking the lead. Kenya’s exports to the region largely consist of manufactured goods. 

39. The third part of the presentation focused on the ongoing trade negotiations at the WTO and the EPAs level. The challenges and prospects were highlighted including the likely fiscal losses; the welfare losses due to closure and relocation of industries. Finally, recommendations were presented which touched among others on the need to diversify the country exports and sourcing of new markets particularly in the South East Asia, value addition of the region traditional exports, capacity building for negotiators, the need to harmonize the regional trade policies and regional integration trade blocks. In-depth country specific analytical studies and evaluations of the various trade preferences to enhance and strengthen the region position in multilateral trade should be undertaken. It would desirable to conclude all the WTO negotiations before any binding commitments are made regarding EPAs.

MADAGASCAR

40. Madagascar is still holding an economy based on agriculture. Its external exports were almost 95% based on raw agricultural products until the first quarter of the 90s. Anyway that situation started changing from when international textile companies observed that Madagascar could be a country of foremost choice for their manufacturing activities. Madagascar’s exports progressively diversified and currently there is decline of traditional products to the benefit of manufactured products, or those which have undergone first transformation in the structuring of Madagascan exports.

41. Madagascar’s trading partners have started diversifying as well: the shares of traditional partners such as EU countries are progressively falling to the benefit of new partners like the USA and Japan in exports, Asian countries and South Africa in imports.

42. Being always member of GATT, Madagascar entered WTO at its early beginnings, and is a member of COMESA, and very soon member of SADC. However, Madagascar has not yet exploited or gained from those regional plat forms. Yet, from now on, it is a well known fact that the country is going to incur inevitable losses in its regional integration and the process of international trade liberalization. Nonetheless, it is well known fact that the country may get important gains in the event that it will be able to grasp occasions of identifying new paths on which to walk to enter potential big markets represented by all the member countries of those various plat forms.

43. One thing is, however, established, Madagascar displays solidarity towards all COMESA members countries to negotiate together with EU in the continuation of Cotonou Agreements to implement EPA.

44. Like all other countries, Madagascar is facing problems, both internal and external constraints. Madagascar also must take some risks that are inherent to the liberalization of international world trade. But opportunities to gain from those regional plat forms exist. Certain challenges have to be addressed as priority:

· Short term identification of raw material suppliers and inputs for the export oriented textile industry while remaining competitive on international market,

· Efforts for the identification of IDE and  facilitation of their access towards the structuring of cotton network so as to have, in the long run,  a cotton industry that is able to supply the clothing industry the required  quality and quantity of  fabrics.

· The promotion and acceleration of raw products  transformation prior to export,

· Technical national and administrative capacity building (customs and others)of implementing  new provisions  as well as national negotiation capacities,

· Rehabilitation and construction of production, telecommunication and transport infrastructures, 

· And in-depth exploitation of regional markets potentials (IOC, COMESA, SADC) and diversification of exported products.

45. Those challenges should be quickly addressed by:

· The promotion of a financial system that is more enticing to investments, and the improvement of the trade profitability

· Adoption of new commercial and industrial policies: give up policies of industrialization for substitution of imports, promote enterprises and exporting activities, dismantle the State’s interventionism, and suppress the State monopoly (without replacing them by private monopolies)

· Promotion of rapid reduction of raw products imports without any transformation,

· Training its managerial staffs and entrepreneurs in globalization and establishing adequate measures that could help national enterprises to better face competition 

      (finances, continuing and vocational training of national competences…)

· Restructuring of the education system to succeed in converting and rapid readjusting of national manpower to the needs of globalization,

· Reinforce customs administration by ; 1) improvement of procedures and checkings,2) efficacious and real information of services, 3) better organization of services, 4) objective recruitment and better training, 5) and more important material means.

46. Further studies should be carried out on the strategies of entering new markets that offer themselves to Madagascan enterprises through adherence to COMESA and SADC.

TANZANIA

47. Tanzania has made much effort towards macroeconomic reforms to increase competitiveness of its economy and promote trade.  The European Market is still the largest destination of her commodities, followed  by SADC and EAC countries.  Most of her exports are primary agricultural products while her imports are mainly  machinery, equipment, electrical appliances and electronics. The exports shares in the world market are very low while her demand for imports are fairly inelastic.

48. With regard to regional and multilateral groupings, Tanzania belongs to EAC, SADC, Indian Cooperation, WTO and ACP group of countries among others. More efforts are needed in order to trade competitively in the regional and international market. Measures to be taken includes :

· Improve infrastructure;

· Good governance;

· Capacity building;

· Institutional arrangements

· Private Sector development strategies

· Gender mainstreaming

· Meaningful participation in the bilateral, regional and multilateral trading arrangements

· Improving the legal and regulatory framework

· Put in place economic and trade policies

· Seizing the emerging trading preferences e.g. EBA, AGOA and related initiatives;

· Diversification of markets and products;

· Promoting trade in services

UGANDA

49. Uganda’s economy is largely liberalized and further trade liberalization envisaged under the East African Community Customs Union and the Common Market for Eastern and Southern Africa will compliment the reform programme and ensure macro-economic stability.  Thus regionalism will strengthen the reform process by promoting sustained growth, strengthening the trade policy environment and support poverty reduction programmes. Further, regional integration will foster Uganda’s structural transformation, diversification both vertical and horizontal as well as reduce economic vulnerability, all of which are important for stimulation of sustainable economic growth and development.
50. In order to achieve the above, Uganda needs to strategically address the major constraints to trade and export diversification based on political commitment to further regional integration and trade liberalization, which are fundamental to increase market access for the local products, including all services in the four modes.

51. The development of trade policies is critical for the creation of an enabling environment for the private sector to produce for export, competitively. For effectiveness, a national export strategy must be comprehensively integrated into the overall economic framework. It should not deal with off shore market development and promotions but encompass the deeper long-term challenges of establishing national capacity and competitiveness of the entire supply and demand chain.
52. Equally important is the need to build institutional and skill capacity to handle all trade issues at national, bilateral, regional and multilateral levels. A programme for capacity building must nurture an institutional memory within the public and private sectors through establishing public and private sector partnerships and networks in order to share experience and expertise while optimising resources for trade negotiations.

SESSION III: INTEGRATING TRADE WITHIN NATIONAL DEVELOPMENT STRATEGIES

53. This presentation summarized and reviewed the mix of policy actions, necessary on the domestic and international fronts to mainstream trade in national development strategies. The presentation first reviewed the precarious situation that Africa as a whole finds itself in, whereby it is heavily marginalized both in its share of global trade volume and also in the FDI flows. The presentation, graphically demonstrated how Africa’s share of world trade has declined over time in spite of its increased openness while the share for Asian countries has increased. The paper raises the question why, given the similarity of policy actions in the area of trade, Africa lost while Asian countries were able to succeed.

54. The presentation argued the point that Asia was able to succeed where Africa failed because it pursued a policy that led to the diversification of the Asian economies. In deed, the paper presented provided evidence that most of the increased share in the Asian trade volume was mainly from manufactures, which tend to be more dynamic. In the case of Africa, the share of manufactured exports, which tend to be high valued increased marginally. The continent continued to export mainly primary commodities whose prices have been declining over the last 20-25 years. The paper showed that, even though there has been slight improvements in the competitiveness of the African economies, this has not been sufficient to redeem the declining share of the continent in the global trade. Moreover, the paper also argued that even the preference schemes such as AGOA and EBA instituted in favour of Africa by the US and the EU respectively have not led to any improvements in the diversification of production and exports in Africa. The paper did point out that supply side constraints and the restrictive conditions accompanying these preference schemes could have limited their effectiveness. But the important point that the presentation brought out is that the trade policy pursued in the continent did not complement these measures in a way that it would result in diversified economies.

55. Given the evidence, the presentation noted that Asian economies were able to trade their way out of poverty by pursuing a dynamic trade policy. The Asian countries it was argued were able to utilize trade policy strategically and in a dynamic way. Where the countries felt they had a chance to build competitive industry, they were able to use a selective openness strategy. While in the sectors where they were convinced it would not be easy to build competitiveness, they opened up. The Asian countries it was argued used trade policy to ‘pick winners’ while Africa simply followed an all embracing trade liberalisation policy. The paper noted that Africa failed to realize that trade interacts in complex ways with other domestic policies and as a result, reaping the benefits of trade liberalisation is complex. In this context, the paper recommended that in order to contribute effectively to development efforts, trade policies must be dynamic and should avoid giving constant and linear support to the economy as a whole or to certain sectors but should on the contrary be adaptable and differentiated between sectors and between the various segments of a given sector. The presentation clearly recommended that Africa should seek to obtain the optimal combinations of the different instruments of trade policy. But this dynamic and optimal trade policy must be within a broader development strategy where there is inter-Ministerial combination. Moreover, African countries should also focus on building the necessary institutions in order to support the economic development process and improve the competitiveness of the national economies.

56. The discussion that followed endorsed broadly the views expressed in the paper. The model that Africa has followed was questioned when the results from Asia and Africa were compared. The UNDP emphasized that mainstreaming trade also means allowing the country to sing from the same verse in the song book of economic policy. That is, mainstreaming trade will ensure that there is coordination with other policy actions, towards a jointly drawn economic development strategy. The UNDP went ahead to observe that mainstreaming trade will impose and ensure internal coherence of policy since it will allow different focal points that deal with trade issues within a country to see their actions in a well defined development goal.

57. The discussion that followed agreed first on the marginalization of Africa in international trade and the loss of competitiveness of their enterprises, the continuous decline of their terms of trade, the fall of foreign investments in Africa, and finally the difficulty to meet the millennium development goals taking into account today’s tendencies.

58. The discussion, then, underscored the limitations of the provisions set at the international scale. Despite the recent European and American initiatives (AGOA and EBA), the generalized system of preferences did not bear expected fruit. This is namely due to the exclusion of certain sensitive products from preferential agreements and non-tariff barriers that are particular to those agreements.

59. Economic partnership agreements currently under negotiation between Europeans and Africans present some constraints to Africans. Due to inadequate competitiveness vis à vis European producers, and growing competitive pressure by liberalization of trade, African producers run the risk of undergoing significant loss of activity. Diversion of trade to their detriment could as well weaken regional economic independences, and therefore the process of regional integration as a whole. They also highlighted the negative fiscal implications of customs tariffs fall for African countries that are generally dependent on customs resources.

60. Besides, delegates recommended the establishment of a strategic commercial policy that is particular to the African continent and based on four pillars. This policy needs first to be coordinated at regional scale. Consultation between governments, harmonization of rules at regional or sub regional levels, coordination of strategies and highlighting common synergies are imperatives given the narrowness of African national markets, and their growing opening to non-African imports. Secondly, a strategic commercial policy is subject to the reinforcement of African enterprises supply. Basing on examples of foreign success, even in some parts of the continent, by helping the most outstanding African enterprises, governments of the region will rehabilitate competitiveness of their productive machinery. Delegates also insisted on the necessity of creating conditions for a long term development of African economies. Improvement of education and health, land reforms, development of transport infrastructures, and good governance are equally prerequisites to the foundation of an efficacious commercial strategy for African countries. 

61. It was emphasized that the trade policy ought to be seen as a tool rather than a fashion. When a country sets out its broad development goal, then trade policy should be used in a coordinated way with other economic instruments towards achieving that goal. The Seychelles example on how it has achieved improvements in the UNDP HDI was raised as an example of how trade policy was used strategically with a focus to raising the well-being of the population. The presenter did however point out that in the case of the Asian countries, after using trade policy strategically with selective opening and different speeds of opening different sectors, once they achieved their objective, they eventually opened up the earlier protected sectors. The point emphasized was that at the end of the day, trade liberalization should be used strategically and once the objective is obtained, openness should be embraced to ensure all the segments of the economy benefit.

Recommendations

62. African countries should view trade policy as one tool that can be used in a coordinated manner with other economic policy instruments towards an agreed development goal. 

63. Countries in the region should use trade policies in a dynamic and strategic way in building diversification and competitiveness in their economies. They must therefore be prepared to let trade policy to be adaptable and differentiated between different sectors and within the various segments of a given sector. 

64. Countries in the region should mainstream trade in national development strategies to allow trade to play its role. Mainstreaming will allow coordinated policies between the treasury, ministries of trade and those of national development.

65. Countries in the region should undertake complementary policy actions such as microeconomic reforms in the energy, transport and similar sectors and should also invest in human capital to enable optimal outcomes from optimal trade policies in a well defined development strategy.

SESSION IV: NEGOTIATIONS ON MARKET ACCESS

Agricultural Markets Access

66. This paper deals with the potential impact of liberalization of access to agricultural market, in the framework of the ongoing negotiations at WTO. This is to help African negotiators to identify objectives of Africa in current negotiations with a quantitative analysis of the impact of various conclusions resulting from negotiations.

67. Based on “July package” and on Kigali consensus that determine the stand of the African Union in WTO negotiations. The paper prepared six scenarios. Four of them are related to trade liberalization and imply that the “three pillars” be modified in the area of agriculture: access to market, subsidy to exports, and internal support.

68. Those scenarios examine two formulas of tariff reduction, as well as the inclusion of  “Sensitive products”. The first formula is inspired by Harbinson’s proposal while the second is much like Derbez’s text which imposes stern reductions and harmonization of tariffs in developed countries. All the scenarios evoke the reduction of internal support as well as subsidy to exports.

69. By using Macmaps database, the paper studied the current conditions of access to markets by African agricultural exporters. It also detailed the tariff grids currently used for African agricultural exports. It then examined the way those rates should be modified by each of the scenarios that had been defined. African exports are confronted with tariff peaks in many agricultural products. The paper therefore, analyzed the potential impact of the liberalization scenarios on African economies.

70. The main conclusion which was drawn from those simulations is that Africa would benefit from ambitious liberalization of agriculture. The paper focuses on different variables like GDP, welfare, imports, real value-added as well as real wages of unskilled labour. Those last two variables are suggested as global approximation of the measurement of the impact of liberalization on poverty reduction.

71. The paper shows that the tariff peaks should be strongly reduced in order to allow Africa to get better results. The main African beneficiaries should apparently be those that have the most competitive agricultural sectors (Countries of Southern Africa plus Tunisia). Profits are usually greater than the losses sometimes incurred by the other African countries. The analysis per product indicates that Africa would gain much from tariff reductions on the products that are currently liable to tariff peaks. The most profitable sectors at the level of the continent are namely, sugar, vegetable oils, oil grains, meat, and to a little extent rice, cattle and fibers.

Access to markets of industrial products

72. The objective of this study is also to help African countries formulate concrete proposals in the area of access to market by non-agricultural products. Consequently, it seeks to identify the most appropriate formulas for African economies that could allow greater liberalization of markets of OECD countries and that at the same time would leave African countries the means of continuing industrial development and diversification of their economies.

73. The July Package provides that an agreement based on formula is essential to reduce customs duties, reduce or eliminate tariff peaks, high duties or progressiveness of duties. It also provides that a negotiation group should carry out its work on non-linear formula, applied line by line that will fully take into account the needs and special interests of developing countries, and the least developed countries participating, including the reciprocity which is not total as far as reduction commitments are concerned.

74. The presentation suggested tariff reduction formulas which are coherent with the nature of commitments of “July package”. Four scenarios based on Girard type formula were analyzed. Scenarios 1, 3, and 4 can be seen as ambitious scenarios whereas scenario 2 could be seen as conservative. 

75. Scenarios 1, 3, 4 differ in the way they take into account the S&D. For scenario1, it tested S&D as negotiated in the July package. Scenario 3 takes into account that S&D, but additionally integrates what is referred to as implicit S&D, i.e. a B Girard coefficient which is high for developing countries and weak (equals to 1) for developed countries. Concretely, a weak coefficient has a strong impact on tariffs reduction. This scenario, therefore, allows developing countries to have more policy space. Last, the 4th scenario integrates S&D as provided by July text but with the only difference that S&D was multiplied by 2.  Concretely, this excludes from every tariff reduction twice as much lines than normal S&D.

76. Analysis of new tariff structure obtained from various simulations reveals that the impact of negotiation should be significant for African industrial exporters. Scenarios that integrate a weak Girard coefficient help reduce significantly the tariffs applied by developed countries on African products. Reductions to be expected from a non-linear formula would help, in certain conditions, improve significantly access to markets of developed countries for African exporters. Tariffs applied by developed countries would considerably diminish with the application of an ambitious formula (first, third or fourth scenario).

77. An ambitious formula is the one that integrates either a weak coefficient of Girard for developed countries, or both. That special and differentiated treatment can be both explicit (part of lines included in every tariff reduction), or implicit (A Girard coefficient superior to 1 is applied to Developing countries in such a way that reduction becomes less important). That kind of modality could offer African developing countries better access to markets of developed countries by offering them freedom of actions for the conduct of their economic policy. In fact, in the event that the tariff reductions that developing countries would concede, would be less constraining, they would keep part of their tariffs which are, for most African countries, the main source of budget incomes. Application of an ambitious formula by developed countries would finally lead to cutting the tariff peaks and to significant reduction of the tariffs applied by those countries.

78. The results indicated that average reduction of tariffs is weak, conversely application of a linear formula is translated into a significant reduction of tariff peaks on the most taxed products of Africa (Agribusiness industry, Chemicals, sugar transformation, cotton, iron, metallic, mineral and energy products). 

79. The simulations underlines that the continent would gain more in welfare with scenarios of ambitious liberalization plus marked differentiated and special treatment. In terms of impact, the simulations confirm that a liberalization scenario based on a non-linear formula “ambitious”, Girard type could be a second best for the continent. It could help enhance the welfare and production of African countries, but would not contribute in boosting African exports.

Main participants’ observations

80. Following the presentation on market access, the chair person (Burundi) thanked the presenter for his analysis. He reminded that inadequate capacity of supply have always hindered African countries, especially LDCs to gain from access to non-agricultural products. The commentator underlined that such an obstacle did not allow African countries to entirely use the different preferential systems that they had proposed.

81. Participants insisted on the following and made the comments here after:

· Regarding industrialization, the situation of African countries is enormously variable.  The situation of East is unique since there are lots of little scale enterprises.

· On the one side developing countries are often confronted with high tariffs and tariffs escalation on markets of developed countries. Consequently, it should be underlined that reciprocal treatment should not exist for the elimination of tariffs.

· Other concerns related to NAMA that need capacity building include dumping and anti-dumping, customs expertise, the integrated common agenda that has not yet brought all the expected fruits.

· An efficacious policy in matters of  competition is necessary to support efficacious trade policy

· Last, beyond technical dimension, there exists a political dimension of negotiation that needs to be deeply analyzed.

· The representative of Seychelles underlined that ambitious formula led to deterioration of trade terms, and this could be a problem in short term.

· The delegate of Madagascar underlined the obligations of LDCs in these negotiations, saying that even if LDCs were not concerned with tariffs reduction formulas, they were rather concerned with the themes of access to markets.

SESSION V: CHALLENGES FOR ECONOMIC PARTNERSHIP AGREEMENTS (EPA) 

                       WITH THE EU

Economic and Welfare Impacts of the EU-SSA Economic Partnership Agreements

82. This study quantifies the economic and social impacts of the trade liberalization aspects of the proposed EPAs. More precisely, the study seeks to provide a quantitative assessment of the likely implications of the implementation of the EPAs establishing Free Trade Areas (FTAs) between EU and the various Regional Economic Communities (RECs). The focus of the empirical analysis is on the trade liberalization component of the EPAs. In particular, the study addresses the following questions. First, how are African countries likely to gain or lose as evidenced by the impacts on GDP, employment and other macroeconomic aggregates from bilateral trade liberalization between Africa and the EU as governed by the EPAs reciprocity principle? Second, what sectors in Africa are most likely to lose and what sectors gain in the EPA? Third, what are the welfare implications for the African countries from the EPAs? Fourth, how will the formation of EPAs affect trade expansion through trade creation and trade diversion effects? Fifth, what are the potential fiscal implications of the EPAs ? 
83. The main conclusion is that full reciprocity will be very costly for Africa irrespective of how the issue is looked at. However, consumers will benefit although these benefits will need to be weighed against the welfare losses associated to producers due to declines in certain sectors as indicated in general Equilibrium results of full reciprocity and also the adjustment costs that countries will have to contend with. The adjustment costs at the country level and the dangers to the regional integration processes due to the trade diversion in the continent emerged as potential challenges for the EPAs. At the country level the adjustment costs will include social costs associated to loss of jobs due to de-industrialization of certain aspects of the African economies; fiscal strain due to tariff revenues erosion as tariffs are dismantled, and deterioration in the balance of payments positions since the growth of imports is higher than the response of African exports. Revenue shortfalls in particular will imply substantial adjustment costs in respect of tax policy and administration reforms. With respect to the regional integration process in ECOWAS and COMESA, unless there are clear mitigating measures, the EPAs could seriously undermine the gains that have been achieved so far in the integration processes of the continent. 

84. Indeed, the paper clearly showed that a focus on deepening integration with a view to enhancing intra-African trade would provide positive results. But the paper also showed that an EPA agreement that aims for unrestricted market access for Africa, and one which deals effectively with barriers associated to sensitive European products portends the largest gain for the continent. But such an EPA will lead to specialization in a less diversified African economy unless the continent is given time to diversify its industries and exports. But the important point that emerged from the study is that an EPA that does not exclude on the EU part sectors of export interest to Africa and one that deals with non-tariff barriers promises positive results for African countries. 
85. The overarching implication from these conclusions is that sequencing of policy reforms that Africa will need to undertake is critical to the success of the EPAs. To begin with, the EPAs should focus on deepening intra-African trade. This should be given sufficient lead-time to allow the African countries build the requisite competitiveness. This should be accompanied with significant developmental programmes to complement the larger markets with increased supply and diversified capacities. Any tariff dismantlement by the African countries will need to be implemented in phases when unrestricted market access for the African exports into the EU market is already in place. Before then, unrestricted market access and deeper African integration will have provided sufficient room for supply capacities and exports diversity to be built in the continent. The re-interpretation of Article 24 of GATT would however be necessary if the sequencing of the EPAs is going to be immunized against challenges from other WTO members.

86. The participants noted that there was complementarity in the three presentations made, two by the UNECA and one by the World Bank. It was noted by the participants that the conclusions from the UNECA and World Bank appeared to be going in the same direction. The following discussions endorsed their satisfaction with the emerging results.
87. The UNDP in its contribution suggested that the ECA study should consider undertaking a scenario that takes account of the sensitive sectors of the African economies. Identification of the sensitive sectors will allow the issue of the asymmetry of the EPAs to be clearly taken into account. The UNDP did also raise the importance of highlighting the base period of the results that the UNECA presented.

88. COMESA in its intervention emphasized the similarity of the emerging results from the UNECA and the World Bank with those that the ESA grouping has been coming up with. As a result, it was felt that the consistency and similarity of the direction of the results will make it easier for the Regional Negotiating Forum to come up with a consistent common position for the member states negotiating the EPAs. The need to bring the quantitative effects as demonstrated by the ECA to the negotiating group was emphasized as this would make it easier in the formulation of the common position for the ESA grouping. The COMESA view on the complementary nature of the results was underpinned by the delegates. As a result, the discussion felt it was necessary for as much as possible to have a comparative analysis of the ECA results with those of national impact studies financed by the European Union.
89. The failure of the African economies to diversify and increase trade cropped again in the discussion. And this question helped in the formulation of the recommendations presented below. But the ECA did emphasize the need for quantification of the development assistance needed and compensatory mechanisms required to enable the countries in the sub-region maximize their gains from the EPAs negotiated.

90. The difficulties associated with overlapping memberships and mandates of the current regional economic communities in the region were highlighted as a potential impediment to maximizing the gains from the EPAs. As a result, the participants representing the ECA and COMESA emphasized the need for harmonization of the positions taken within the RECs. This will create a unified regional space that can support deepened trade and market integration.
91. The delegates emphasized the need for the ESA group to deepen regional integration before the dismantlement of tariffs towards the EU sourced imports. This view was based on the realization from the presentation by the ECA and the World Bank that regional integration is an important pre-requisite to maximizing the gains from EPAs especially if they are development oriented rather than of commercial in nature in the view of the EU.

92. The meeting through an intervention of the ECA and the delegates raised the importance of the studies as they are finalized coming up with reasonable recommendations on the adjustment time required in order to maximize the gains from the EPAs.

Recommendations

93. The following recommendations emerged from the discussion:

i. As a starting point, it was recommended that the results from the ECA analysis and the World Bank be presented before the Regional Negotiating Forum.

ii. It was also recommended that the EPAs should have the following measures in-built in them if ESA group is to benefit from the EPAs:

a. More time to allow for adjustment within the ESA countries. This time allowance should be negotiated also within the WTO.

b. Sizable injections of investments in infrastructure and human resources should be a central part of the EPAs in order to help the ESA economies become competitive and raise their productivity. This will also allow for the supply capacities the ESA economies to be enhanced.

iii. It was also recommended that the ESA countries should commit to adopt efficient economic policies that would lead to better supply and trading capacities.

iv. For the ESA countries to optimize the gains from the EPAs, it was also recommended that the question of the harmonization/rationalization of the RECs within the same regional space be carried out. 

v. The meeting also recommended that the development aspects of the EPAs be emphasized more rather than the commercial interests of the EU.

vi. The meeting also recommended that the ESA grouping pursue asymmetry within the agreed EPA. In this connection, the meeting recommended the need for Article 24 of GATT to be amended to allow for differential treatment of SSA countries in pro-development EPAs.

World Bank “The development dimension in EPA”

94. Africa has experienced in the last 25 years a growing marginalization in world trade with the EU despite the Lome and Cotonou trading arrangements. To replace the Cotonou trade preferences, which are scheduled to be phased out in 2008, the EU and ACP countries are negotiating Economic Partnership Agreements. Conceptualized as vehicles to promote development, while bringing EU-ACP trade relations into compliance with WTO rules, the EPAs in Africa would have as their centerpieces negotiated reciprocal preferential trading arrangements between four regional trading blocks and the EU.  

95. The EPAs could, if designed and implemented in their most development-friendly form, have a profound positive impact on trade – and incomes -- in African countries. If the EPAs provide enhanced market access to the EU, tear down external and intra-regional trade barriers in the regional EPA groupings, and reduce institutional frictions to trade, the development gains could be great. 
96. Realizing the potential of this substantial development stimulus, however, requires surmounting some important obstacles in the fundamental design of EPAs. In particular the following: 

· Creating incentives for trade reform.  Using EPAs to leverage and lock in ambitious and 

            long over due reforms.

·       Reducing high tariffs and other border protections that would impose inefficiencies 

            through trade diversion and monopoly pricing in EPA groupings.  

· Offsetting revenue losses resulting from lowering tariffs on imports from the EU to avoid  

            undermining  public finance in the SSA countries.   

· Reducing intra-regional barriers to trade in existing customs unions and FTAs.  

· Reconciling common external tariff proposals with diverse levels of regional integration.   

· Allowing for enough flexibility to accommodate differing conditions among countries 

            within each EPA grouping.

97. The investment and supply responses to the EPAs reforms will be much greater if they are followed by improvements in the investment climates and business environment. 

98. An alternative and more pro-development approach than the current one would entail re-interpreting some of the WTO regulations, such changing the definition of an RTA in WTO to provide for North-South asymmetrical agreements. The latter would allow SSA to keep EU preferences if they make clear commitment to further MFN liberalization, or  maintain a low, uniform fiscal tax on EU imports.

99. Ultimately the success of EPAs will require:  (i) for the EU to maintain the focus of EPAs on development in the face of mercantilist negotiating traditions and commercial pressures from special interests and; (ii) for SSA to seize the opportunity and use the EPAs to accelerate trade and investment-climate reforms.

SESSION VI: BUILDING COHESION IN GOALS, STRATEGIES AND NEGOTIATING MODALITIES IN BILATERAL, REGIONAL AND MULTILATERAL TRADE AGREEMENTS INVOLVING COUNTRIES OF SUB SAHARAN AFRICA

100. Sub-Saharan Africa countries are currently in a bewildering array of complex trade negotiations. Given the inherent weakness of these countries, it is not self evident that the wide variety and the range of trade agreements with which they are confronted with will not impose on them contradictory implementation obligations.

101. An examination of the strategic objectives, modalities, negotiation format and the schedule of the regional integration agreement include African Economic Community (AEC), Economic Community of West African States (ECOWAS), Common Market for Eastern and Southern Africa (COMESA), Southern Africa Development Community (SADC) and the East African Community show incoherencies. The Economic Partnership Agreement (EPA) with European Union (EU) and the Doha Development Agenda under the auspices of the World Trade Organization (WTO) presents some interesting challenges.

102. First coherency in objectives of RECs, EPA and DDA is not a major issue for many African countries. Second, coherency in mandates of RECs is also not a problem. However, comparing elements of EPA mandate with those of DDA revealed that though considerable overlaps exist, issues such as competition policies, trade and investment, government procurement and social standard that were excluded from DDA but included in EPA are likely to be associated with coherence problems. Fourth, strategies and modalities of the various trade negotiation platforms are, in board terms, not in conflict. An analysis of policy implications at regional level shows that adjustment time and cost for RECs in Africa should be sufficient for EPA. At national level, EPA is likely to impose substantial adjustment cost on them. In conclusion there is the need to address lack of capacity to participate in negotiations and to effectively integrate complex trade policy into national development strategies for African countries.
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