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TRADING IN FUTURES 
EU-ACP Relations: Putting Commerce before Cooperation? 
 
This year sees the European Union (EU) and representatives from the 71-member African, 
Caribbean and Pacific (ACP) group of states begin talks on a successor to the Lomé 
Convention, the trade and aid pact that has linked them together since 1975. The multi-
million dollar pact – the world’s largest development accord – has defined the EU’s 
relationship with much of the developing world for nearly a quarter of a century.  
 
The EU wants to change this relationship and is advocating a new trade and aid regime 
based around a network of regionalised Free Trade Areas (FTAs) to replace the present 
ACP-wide deal. “We think FTAs, especially at regional level, are the best way forward," says 
Philip Lowe, director general of the European Commission’s directorate for development. 
 
More importantly, the successor to Lomé must meet the terms of the global free trade rules 
enforced by the WTO. The current Lomé Convention, which expires in February 2000, 
bases its trading operations on the principle of positive discrimination in favour of ACP 
member states. This group is principally composed of ex-colonies of varying levels of 
development. In WTO terms, this means countries of equal levels of development excluded 
from the preferences are discriminated against, and that contravenes the rules on free trade. 
 
However, some of the world’s poorest nations feature among the ACP membership, and 
both ACP states and NGOs campaigning for poverty reduction are worried by the EU’s 
greater interest in free trade. "There is a deep contradiction between the ambitious objective 
of poverty eradication and the European drive towards free trade rules," says Freddy 
Destrait, Secretary General of the NGO SOS Hunger. 
 
WTO consent will be required for these proposed regional FTAs, and that is by no means 
assured. New FTAs may also complicate the situation of countries in the Caribbean and 
Southern Africa which are already signed up to existing customs unions or FTAs of their 
own. By definition, FTAs require all parties to open up their markets. And while FTAs would 
open up ACP markets to EU goods, ACP nations will be prevented from substantially 
expanding agricultural exports to Europe while the EU’s Common Agricultural Policy (CAP) 
remains in place. The EU suggests around 15 years for implementing the changes, during 
which time the ACP states would be able to prepare themselves for the rigours of the free 
market and reforms to the CAP would be completed. Advocates of more rapid reform argue 
that if 23 years of preferential access have not witnessed an increase in the ACP share of 
the EU market, it is hard to see what another decade of preferences will achieve. 
 
It maybe unrealistic for the Lomé Convention to expect ACP countries to diversify when, in 
the words of Tetteh Hormeku of the Third World Network, “Europe sought to retain these 
countries as providers of raw material and overseas markets." Europe offered stabilisation 
of commodity prices and technology transfer in exchange for ACP countries to go on playing 
the same role that they had played for Europe during the era of colonialism. Others point out 
that – unfortunately for the ACP – the WTO expects the same, without return. 



NEWSPEGS  
 
PROPOSED NEGOTIATING TIMETABLE FOR FUTURE ACP/EU RELATIONS 
 
September/October 1998 
 
EU presented its proposals for a future agreement to the ACP 
ACP presented its proposals for a future agreement to the EU 
 
1998-2000 Negotiation of framework agreement  
 
Agreement on medium and long-term objectives of economic partnership 
Agreement on the approach for achieving these objectives  
 
2000-2005 Negotiation of regional economic partnership agreements  
 
Negotiation towards establishing Free Trade Areas, taking into account level of 
development and capacity to adjust 
Provision of support measures in trade-related areas 
 
2004   Assessment of progress in the negotiations  
 
Assessment of which regions are ready to institute FTAs in 2005 and which need 
alternative trade arrangements 
 
After 2005 Implementation of regional agreements  
 
ACRONYMS 
 
ACP: African, Caribbean and Pacific states party to the Lomé Convention 
CAP: Common Agricultural Policy (of the European Union) 
EDF: European Development Fund 
EU: European Union 
FTA: Free Trade Area 
GATT: General Agreement on Tariffs and Trade 
GSP: Generalised System of Preferences 
IMF: International Monetary Fund 
LLDCs: Least Developed Countries 
MAI: Multilateral Agreement on Investment 
NGO: Non-Governmental Organisation 
OECD: Organisation for Economic Cooperation and Development 
SADC: Southern African Development Community 
STABEX: System for the Stabilisation of Export Earnings (under the Lomé Convention) 
SYSMIN: System for Stabilising Minerals (under the Lomé Convention) 
WTO: World Trade Organisation 
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ACP STATES 
 
1. Angola     2. Antigua & Barbuda 
3. Bahamas *    4. Barbados 
5. Belize     6. Benin 
7. Botswana    8. Burkina Faso 
9. Burundi    10. Cameroon 
11. Cape Verde †   12. Central African Republic 
13. Chad     14. Comoros * 
15. Congo, Democratic Republic of 16. Congo 
17. Côte d’Ivoire    18. Djibouti 
19. Dominica    20. Dominican Republic 
21. Equatorial Guinea *   22. Eritrea * 
23. Ethiopia  †   24. Fiji 
25. Gabon     26. Gambia 
27. Ghana     28. Grenada 
29. Guinea    30. Guinea-Bissau 
31. Guyana     32. Haiti 
33. Jamaica    34. Kenya 
35. Kiribati *    36. Lesotho 
37. Liberia *    38. Madagascar 
39. Malawi    40. Mali 
41. Mauritania    42. Mauritius 
43. Mozambique    44. Namibia  
45. Niger     46. Nigeria 
47. Papua New Guinea *  48. Rwanda 
49. Samoa †    50. Sao Tomé & Principe * 
51. Senegal    52. Seychelles † 
53. Sierra Leone    54. Solomon Islands  
55. Somalia *    56. South Africa 
57. St Kitts & Nevis   58. St Lucia 
59. St Vincent & The Grenadines 60. Sudan † 
61. Suriname     62. Swaziland 
63. Tanzania    64. Togo 
65. Tonga †    66. Trinidad and Tobago 
67. Tuvalu *    68. Uganda  
69. Vanuatu †    70. Zambia  
71. Zimbabwe 
 
All countries listed are also WTO member nations, except: 
† denotes countries with WTO observer status only, all of which have applied to join the 
WTO as members except Ethiopia and Cape Verde 
* denotes countries which are neither WTO members nor WTO observers 
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TRADING IN FUTURES 
EU-ACP Relations: Putting Commerce before Cooperation? 

1. THE EU AND ACP IN THE WORLD OF THE WTO 

Since 1975 the Lomé Conventions have served as the principal framework for trade and development 
cooperation between the European Union (EU) and the (at present) 71 African, Caribbean and Pacific 
nations which form the ACP group. But the World Trade Organisation (WTO), born in 1995 of the 
Uruguay Round of GATT (General Agreement on Tariffs and Trade), demands changes that will affect 
the future of all ACP states. The Lomé Conventions have based their trade initiatives on the principle of 
positive discrimination in favour of ACP countries, a group composed mainly of Europe’s former 
colonies. In WTO terms, this means that countries at the same level of development which are not so 
favoured are discriminated against, and that breaks the rules on free trade. 

What is the Lomé Convention? 

The Lomé Convention has provided the main framework of development cooperation between the EU 
and the ACP states since 1975. 
 
The Convention is a partnership agreement, which includes aid and trade provisions and a forum for 
political discussion. The ACP group is made up of 48 African states, 15 Caribbean states and eight 
Pacific states. It includes 75 percent of the world’s least developed countries. The EU comprises 15 
European member states. The current Convention (Lomé IV) expires on 29 February 2000, and its 
budget for the period 1995-2000 is 14,625 million ECU (16,088 million US dollars). 
 
In particular, the Lomé Convention guarantees privileged trade relations between the EU and ACP 
states on a non-reciprocal basis. This means that ACP exports gain preferential access to EU markets 
without having to grant the same preferences to EU exports in return. The European Commission 
estimates that about 94 percent of total ACP exports to EU markets enter duty-free (100 percent in the 
case of industrial and fish products, almost 80 percent for agricultural products). 
 
This is particularly important in the latter two categories. If they were operating under WTO rules 
instead of the Lomé Convention, only 10 percent of ACP agricultural exports would enter the EU duty-
free, and the remaining 90 percent would be hit by an average tariff of 23 percent. Under the WTO 
regime almost no fish products are allowed duty-free access, so virtually all ACP exports would face an 
average tariff of 17 percent. 
 
The Convention further helps ACP exports through price support schemes such as STABEX (soft 
commodity exports) and SYSMIN (mining products), as well as special protocols for sugar, bananas, 
beef, veal and rum. It also provides support for regional cooperation and for infrastructure projects such 
as road building and harbour development. In recent years finance has been available for ACP countries 
undertaking structural adjustment. It has also provided humanitarian aid to victims of disaster and civil 
war.  
 
In addition, the Convention has a political aspect, based on the principles of democracy, human rights 
and the rule of law. An EU-ACP Joint Assembly meets twice a year. Being a multilateral agreement 
based on the principle of equal partnership, there is greater equality between states than in bilateral 
agreements [1]. 

 
The new ‘world trade order’ enforced by the WTO has clear aims. It seeks to create a system where all 
economies, regardless of level of development or capacity to develop, irrespective of their individual 
circumstances, must eventually adopt equal rules and standards in tariff reduction, protection of private 
property and foreign investment. These are principles that the EU has endorsed wholeheartedly in the 
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run-up to the renegotiation of the Lomé Conventions, which began in September 1998. 
 
However, the system also allows states to offer poorer countries trade preferences (reduced taxes on 
imports), as long as those preferences are offered to all WTO countries at the same level of 
development. So alongside the EU’s project to persuade ACP states to join in FTAs, it has also said 
that any least developed country (LLDC) not wanting to be part of an FTA will be granted concessions 
including zero tariffs on their exports to the EU. 

The EU’s commitment to free trade 

At the end of June 1998 the European Union agreed ‘Document 10017/98: Negotiating Directives for the 
negotiation of a development partnership agreement with the ACP countries’, its 36-page strategy for 
the September talks. It makes no secret of its support for the WTO’s key objectives, as the EU’s own 
global economic agenda accepts free trade as a key principle. This fact will guide the forthcoming talks 
to revise or replace the Lomé Convention, and especially the trade preferences which the Convention 
grants many ACP exports to the EU in the form of exemptions from tariffs and other barriers. 
 
However, NGOs warn that WTO rules as they currently stand will prohibit the world’s poorest states 
from using the few means they have to redress acknowledged imbalances in their share of global 
markets, technology and productive investment. It was through just such means that the newly 
industrialised ‘tiger economies’ of Asia managed to generate such remarkable reductions in poverty in 
their countries (even if the current crisis has plunged large sections of their populations back into 
distress). 

In the EU’s own words... 

The successor agreement to the Lomé Convention "will support the development of socially oriented 
market-based economic systems. The Parties will recognise that market-based systems supported by 
transparent competition rules, by sound economic, fiscal and social policies and by the safeguard of 
private property, provide the best framework for promoting economic efficiency, facilitating private sector 
development and promoting an equitable distribution of income, thereby contributing to achieving the 
objectives assigned to the partnership" [2]. 

 
According to the EU, its international trade and investment policy is "centred on multilateral obligations" 
in a global trading system to be "better managed" by the WTO. In trade, this has led the European 
Commission to propose Free Trade Areas (FTAs) as the best possible option for EU economic relations 
with all ACP states. The EU holds that FTAs, because of their long term predictability and liberalised 
trading environment, will enhance the competitiveness of ACP exports and promote private investment. 
 
However, the Negotiating Directives agreed by EU members accept that not all ACP states may be 
able or willing to enter an FTA. The Negotiating Directives therefore acknowledge that an alternative 
option is necessary which should not increase EU protectionism against these states’ exports. In the 
Directives’ own words: “They will examine all alternative possibilities in order to provide these countries 
with a new framework for trade... which is equivalent to their existing situation under the Lomé 
Convention and in conformity with WTO rules.” This is understood to mean an improved Generalised 
System of Preferences (GSP) offered to all developing countries. However, ACP states fear that the 
EU’s commitment goes no further than “examining alternatives”, and point out that this text appears 
only as a footnote amendment to the final version of the Directives.  
 
The EU’s commitment to free trade and investment culminates in its aim to liberalise ACP investment 
regimes. The EU’s Negotiating Directives suggest that support for the liberalisation of investment such 
as that proposed by the Multilateral Agreement on Investment (MAI) will allow ACP countries to 
integrate fully into the global economy so that they can "benefit from the opportunities of globalisation" 
[3]. 
 
Barry Coates, Director of the World Development Movement, suspects that EU corporations rather than 
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the ACP’s poor would be the real beneficiaries of this clause. "The Lomé renegotiations should not be 
used as a means to pressure ACP countries to liberalise investment rules," Coates noted in a recent 
address to the Royal and Commonwealth Society [4]. "[EU] Governments have repeatedly given 
assurances that developing countries would not come under pressure to sign up to the MAI or adopt its 
provisions." 
 
Yet the EU Negotiating Directives press for an undertaking to apply any future multilateral agreement on 
investment, measures for the liberalisation of bank transactions, convertibility of national currencies and 
free repatriation of foreign direct investment and any profits they generate. "These are the core 
provisions of the proposed MAI," Coates points out.  
 
Their inclusion in a document proposing a successor Lomé Convention raises serious questions. 
"Developing countries have had no chance to enter into negotiation on this agreement [the MAI] and 
ACP countries should not be asked to sign up to its provisions in Lomé," warns Coates. "These 
elements in the negotiating mandate should be removed by EU negotiators and, if not, rejected by ACP 
countries." EUROSTEP, the European NGO network, has called for a different approach. It proposes 
EU-ACP cooperation at the WTO to ensure developing countries have the right to regulate inward 
investment to support domestic capacity through profit re-investment, technology transfer, local content 
requirements and skills training. 
 
Coates raises similar objections to the European Commission’s attempt, through the EU negotiating 
mandate, to press the ACP to implement WTO agreements on Trade Related Intellectual Property 
Rights (TRIPS) and Trade Related Investment Measures (TRIMS), or – "as is implied" – extend those 
agreements. "The linking of such issues with the granting of aid and trade preferences constitutes 
unacceptable conditionality and is an abuse of the principles of partnership between the EU and ACP 
countries," Coates says. 

The Banana War 

Attached to the Lomé convention are a group of protocols covering the export of sugar, beef and veal, 
rum and bananas from ACP states to the EU. The banana protocol provides traditional ACP banana 
suppliers with duty-free access of up to a global quota of 875,000 tonnes. It also regulates the market 
by maintaining tariff and quota restrictions against non-traditional suppliers, mainly from Latin America. 
 
In spite of these controls these non-traditional suppliers have built up an 80 percent share of the EU 
banana market, their profits raised by the extensive industrialisation of giant banana plantations in the 
region, mostly owned and run by US multinationals. 
 
Despite this market share, the USA, on behalf of their multinationals and five Latin American producer 
nations, complained to the WTO about Lomé’s banana trade preferences, a complaint that was upheld 
and confirmed again by the WTO in September 1997. 
 
In June 1998 the European Commission approved draft modifications to the two-billion-dollar-a-year 
banana trade preferences system, in the hope of meeting the WTO’s terms while still preserving the 
benefits for ACP and EU producers.  
 
But in July the US and their Latin American producer nation allies rejected the planned reform, due to 
come into operation on 1 January 1999. They say the new system is just as discriminatory as the 
original and now threaten to ask for the WTO to rule again on the revised version. 
 
Several smaller Caribbean islands are dependent on the protocols. The upland nature of their islands 
prevents extensive mechanisation of agriculture and their size militates against economies of scale, 
making competition with the large flatland farms of Latin America very difficult.  
 
"Should the Lomé protocols fall away for Caribbean banana producers, they will be exposed to 
competition from Latin American and American banana producers," says EU researcher Talitha 
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Bertelsmann. "Due to the inability to produce any other commodities and the competitiveness of other 
producers, Caribbean farmers are facing mass poverty" [5]. 

 
Ironically, the OECD states have had to abandon MAI negotiations in February and again in October 
1998, in the face of mounting opposition from citizens’ groups across the world. Individual states had 
lodged numerous exemptions (the USA’s submissions alone running to over 200 pages) to protect their 
own industries and to allow for continuing subsidies to local enterprises. France, which walked out of 
the negotiations in October, was principally concerned with protecting its film and audiovisual industries 
against the might of Hollywood; the UK had claimed exemptions for its fishing industry. Exactly the 
same concerns are central to the case for preserving ACP trade preferences on banana exports, in 
countries which are far less able to fight off foreign competition. 

There is no alternative 

 
The problem of bringing the Lomé Convention’s banana trade protocol in line with WTO rules does not 
appear to have dimmed the EU’s desire to align EU-ACP relations with its vision of globalisation and the 
multilateralism of the WTO. "The profound philosophical underpinnings of the [WTO] analysis and 
positions not only draw heavily from the values of triumphant capitalism, but virtually posit a unilateral 
path of growth, democracy and development," comments Caribbean researcher George Huggins [6]. 
 
The EU argues that the majority of ACP governments recognise that "the development of the private 
sector at all levels is a primary source of economic growth and employment," and that "the 
development of a more vibrant, dynamic and productive private sector is a critical objective.” This 
objective, it adds, is closely related to many other objectives: sustainable development, integration in 
the world economy and poverty alleviation [3]. 
 
It is also the case that the steady dismantling of tariffs by all WTO member states is rapidly eroding the 
value of the Lomé preferences, as all countries obtain the lower levels of EU duties which Lomé has 
historically reserved for ACP states. 
 
Given this reality, a move towards a EU-ACP relationship based on free trade has come to appear 
inevitable. 

The WTO and the ‘New World Trade Order’ 

Since 1948 the General Agreement on Tariffs and Trade (GATT) has set the rules for the world trading 
system. Over the years GATT evolved through several rounds of negotiations, the last and most 
extensive being the Uruguay Round, which lasted from 1986 to 1994 and led to the creation of the WTO 
on 1 January 1995. Whereas GATT had mainly dealt with trade in goods, the WTO and its agreements 
– signed by the bulk of the world’s trading nations – now cover investment, trade in services, as well as 
in traded inventions, creations and designs (intellectual property). 
 
The agreements effectively provide legal groundrules for international commerce. They are essentially 
contracts, binding governments to keep their trade policies within agreed limits. "The system’s 
overriding purpose is to help trade flow as freely as possible – so long as there are no undesirable side-
effects," the WTO says. "That partly means removing obstacles to trade between nations." Another 
important side to the WTO’s work is dispute settlement. "The most harmonious way to settle these 
differences is through some neutral procedure based on an agreed legal foundation," adds the WTO. 
"That is the purpose behind the dispute settlement process written into the WTO agreements" [7]. 

2. LOMÉ’S SUCCESSES AND FAILURES 

Even its supporters concede that Lomé has, by many measures, not proved a success to date. They 
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note that the Lomé beneficiary states have failed to develop as expected since 1975. ACP trade 
experts say that an assessment of the Lomé trade preferences shows that most ACP countries have 
failed to grow even under the protective umbrella of the Convention. In 1975 ACP countries accounted 
for 7.6 percent of total EU imports, but by 1997 the figure had dropped to 3.4 percent. Today ACP 
countries, which include some of the world’s poorest, account for only two percent of world trade [8]. 
 
The subtext of the EU case is that, aside from the fact that it is incompatible with the WTO system, 
Lomé has failed over 25 years to diversify ACP economies. In reply, NGOs accuse the EU of 
overstating the failures of the Lomé Convention and of blaming institutional weakness and policy failures 
in the ACP countries themselves. They argue that the EU has failed to take account of the way that 
European economic interests and political power distorted the original intent of the Conventions – and 
continue to do so. 

Chocolate boxed  

Routine EU policy changes can have drastic effects on the futures of ACP countries, as Côte d’Ivoire, 
the world’s largest exporter of cocoa, found when the 15-nation bloc changed the rules on use of 
vegetable fat in EU-made chocolate. An EU proposal to authorise the use of up to five percent vegetable 
fat instead of traditional cocoa fat in products sold as ‘chocolate’ has unnerved 500,000 small farmers in 
the country who make a living from the export crop. 
 
The aim is to accommodate sweets manufacturers, mainly in Britain, who already use significantly 
cheaper vegetable fat substitutes in their chocolate products. If the EU proposal is adopted it could 
mean a drop of between 60,000 and 200,000 tonnes of cocoa exports a year – or a loss of between 350 
to 500 million ECU (385 to 550 million US dollars) – to producers exporting to EU markets, according to 
the Côte d’Ivoire government. 
 
"This would become a loss to our farmers," warned Côte d’Ivoire’s Minister for Raw Materials, Guy Alain 
Gauze. "They would be compelled to reduce production since the government has no mechanisms to 
subsidise producer prices in a liberalised market." 
 
The market was turned over to the private sector in line with World Bank requests in 1995, ending the 
state system of controlled credit and production designed to keep the market stable and small farmers’ 
incomes secure. Liberalisation has offered the farmers no protection, despite the fact that the reforms 
were supposed to benefit them. 
 
"What we have now is a lawless market where merchants are treating farmers any way they want,’ 
complains Cisse Locine, National Secretary of the Cocoa Farmers Cooperative of Côte d’Ivoire. "The 
merchants have become both referees and players in the market." 
 
According to farmers’ groups, exporters are currently paying 450,000 CFA francs (747 US dollars) for a 
tonne of cocoa at the farm gate, but selling to the market at 841,350 CFA francs (1,396 US dollars). 
 
Côte d’Ivoire’s present production of 1.2 million tonnes a year adds up to about 15 percent of total world 
output, estimated at 2.9 million tonnes. More than half of the country’s estimated 15.8 million 
population live directly or indirectly from cocoa production. 

Assessing Lomé’s effectiveness 

Although it is hard to assess the exact impact of Lomé in these regards, it seems that poverty and 
inequality in many ACP countries have increased. Some African farmers’ groups say Lomé’s 
programmes to support agriculture "have had a limited impact both on the development of trade and on 
the development of agriculture and the rural world in ACP countries" [9]. And some analysts say the 
emphasis on export at the expense of development of national markets and internal ACP trade has 
been detrimental to local agriculture, which employs at least 70 percent of the population in most ACP 
states. 



6 Panos Briefing:  TRADING IN FUTURES   

 
Charles Valy Tuho of the Côte d’Ivoire Centre for Economic and Social Research gives some reasons 
for this mixed record: lengthy procedures, a system of financial cooperation where 60 to 80 percent of 
the resources return to Europe through consultancies or procurement, trade cooperation characterised 
by complex rules of origin, the erosion of preferences and a shortfall in funds allocated to the STABEX 
export earnings stabilisation scheme for agricultural commodities. Furthermore, the EU has a perceived 
tendency to over-control, run procurement systems which exclude private ACP companies, and tend 
towards a government-to-government approach to partnership [10]. 
 
Some analysts note the debilitating effect of unthinking Cold War support given to corrupt dictatorships 
– or to "development experimenters" like Tanzania or Zambia. Others cite the international division of 
labour that puts the bulk of profits on the side of the developed nations, where the lucrative work of 
packing and processing, marketing, wholesaling and actual supermarket sale largely takes place. 

Unused trade preferences become valuable overnight 

The significance of Lomé’s trade preferences to the ACP states varies enormously from country to 
country depending on the level of development in their production systems and shifts in the national and 
regional markets they aim to serve. 
 
When the Swazi textile and clothing manufacturing industry – employing three percent of the private 
sector work force – found itself squeezed by large corporations in South Africa (its principal target 
market), it tried to look further afield. As Paul Goodison of the European Research Office notes, it was 
only then that the Swazis discovered just how vital their hitherto unused Lomé trade preferences could 
be to a developing industry. 
 
The Swazis made new use of Lomé’s provision for duty-free access to the EU, which grants it a seven 
percent margin of preference over non-ACP members. Thus an industry with high turnover and low profit 
margins was able to survive the move away from dependence on the South African market. 
 
This experience highlights the danger of dismissing the significance of Lomé trade preferences, 
Goodison notes, just because they are – so far – either unused or have failed to encourage 
diversification. He adds: "At a time of profound economic and political restructuring in Africa, dismissing 
the significance of non-reciprocal Lomé preferences could prove a profound economic and political error 
which could significantly undermine the future prospects for development of a whole range of African 
economies” [11]. 

 
Most observers agree that the Lomé Conventions have had one special virtue that needs recognition – 
and preservation. The Lomé Convention made a brave stab at creating an economic ecosystem that 
recognised the complementary role trade and aid played in development. Helen O’Connell, speaking as 
chair of Network Women In Development Europe (WIDE) Working Group on EU Policy, stresses the 
"unique nature" of Lomé in linking aid and trade aspects, combining projects and programmes of 
financial and technical assistance with methods and instruments to secure favourable terms for the 
export products of ACP countries [12]. On top of all this, Lomé has enjoyed a broad institutional 
framework governed by principles of dialogue, partnership and equality. It also recognises that a trade-
based relationship between economic unequals needs to be managed if it is truly to be mutually 
beneficial, and that this requires instruments to smooth away the rougher side-effects of globalised 
economic growth. 

3. THE EVOLUTION OF A NEW EU-ACP RELATIONSHIP 

The basic message from the EU is that the end of Lomé will mark "the end of an era of privileged 
relations" but not the end of relations as a whole. It reflects the shifting priorities and responsibilities of 
the EU, and the increased marginalisation of the ACP in political, economic and strategic terms. The 
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EU’s public pre-negotiation stance reminded the ACP "of the unequal nature of their relationship with 
the EU," notes Evelyn Pangeti of the University of Zimbabwe. 
 
In spite of this, she says, there is a perceived positive message as well: that the EU does not mean to 
"dump the ACP but to rework the relationship for mutual benefit, within the limits imposed by the new 
international system” [13]. 
 
Under Lomé, partnership has been seen as a point of departure for cooperation, based largely on 
established bilateral relations. Under the EU’s new post-Lomé vision, partnership is considered as 
something to be earned. Most analysts believe that the future shape of EU development policy for the 
next 20 years can be read between the lines of the EU’s negotiation mandate for the ACP-EU talks. 
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Lomé principles 
 

Principles of evolution 

Partnership: a point of departure for 
cooperation (based largely on 
established bilateral relations) 
 

Partnership: a goal to be attained (based 
on a more comprehensive community 
relationship) 

Democracy, rule of law and good 
governance 

Democracy, rule of law and good 
governance, plus performance-related 
allocation of aid (merits criteria) 
 

Almost exclusive relation between the 
EU bureaucracy and the ACP state 
 

Institutional pluralism (opening up to new 
actors) and decentralised cooperation 

Global negotiation and individual 
dialogue, automatic provision of aid and 
co-management 

Differentiation of partners, tranching and 
conditionalities, with graduation of ACP 
countries and the possibility of unilateral 
management by the EU of development 
programming 
 

Principles underlying trade include 
stability, common contractual mutual 
agreements, non-reciprocity and tariff 
preferences  
Expansion of ACP share of EU trade 

Harmonisation with global trade systems, 
particularly WTO regulations, and likely 
termination of preferential access of ACP 
products from non-least developed 
countries to EU markets  
Greater attention to ACP insertion into 
global trade  
 

Setting conditions – from human rights to accounting procedures 

The demand for more efficiency in ACP states’ use of aid meets a domestic political need in EU 
member states, but it is "also a double-edged tool in that it seeks to impose a development discipline 
on the ACP countries" [6]. Politically, the 1995 mid-term review of the current Lomé Convention made 
conditionality stricter and more transparent. Article 5 of the revised convention made "respect for human 
rights, democratic principles and the rule of law" an “essential element” or legally enforceable condition 
for receiving aid. All EU proposals for future trade relations with the ACP are being devised with 
conditions on human rights, as well as environmental and social ‘harmonisation’.  
 
Many analysts believe that, in the Lomé context at least, aid conditionality has undermined the 
Convention’s original grounding in negotiation and contract. Yet while countries like Sudan have found 
themselves cut off from STABEX and other funds due under Lomé on the grounds of their perceived lack 
of progress towards democracy, the EU has shown willingness to be flexible in other cases. In July 
1998 Cuba was granted observer status to the Lomé Convention, despite its own disputed human rights 
record. 
 
EU flexibility on conditionality is grounded in pragmatism. The European Commission has publicly 
alluded to the need for flexibility, pointing out to the Court of Auditors the conditions contained in the 
economic policy framework for partner developing countries. "Experience shows that these measures 
have never been fully complied with, and the Commission, if it adhered strictly to compliance with each 
of those measures, could in every case refuse disbursement.. Assessment is based as much on a 
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government’s efforts to implement the programmed measures as on actual implementation within the 
timetable stipulated."  
 
Under Lomé, as George Huggins says, the EU sought to build "a global bridge of partnership within a 
framework of historical relations among groups, respecting aid commitments, in a post-colonial 
context." No more. "This period is perceived as over, and the community as a whole is expected to 
assume more collective responsibility for cooperation.” 
 
“Co-management is recognised as having run its course, and ideally ACP countries should be expected 
to assume full responsibilities for management of their development." Indeed, Huggins notes that the 
EU’s first draft mandate suggests that in countries thought to be unable to manage their development 
"unilateral EU management of development programmes is not excluded". 
 
Mariana Williams of Network Women In Development Europe (WIDE) says: "In the final analysis human 
development requires not simply economic growth but the eradication of poverty. It does no good to talk 
about good governance, democracy and rule of law when the efforts of good governance to feed and 
clothe the poor are systematically thwarted by the actions of corporations and the multilateral financial 
institutions."  

The post-post-colonialist era 

The same attitudes are seen by some to underpin the apparent failure of Lomé over 25 years to diversify 
ACP economies. Tetteh Hormeku of the Third World Network argues that it was unrealistic for the 
Convention to expect countries to diversify "within a framework through which, as the [EU]... itself 
acknowledged, Europe sought to retain these countries as providers of raw material and overseas 
markets." Europe offered stabilisation of commodity prices and technology transfer, in exchange for 
ACP countries to go on playing the same role that they played for Europe during the era of colonialism 
[14]. 
 
Unfortunately for the ACP, the WTO expects the same, without return. According to Hormeku, the EU’s 
first draft Green Paper on relations with the ACP "not only obscures how Europe’s economic interests 
and political power have shaped the failures of the past. It lays the basis for ‘rectifying’ these failures in 
a way that coincides with how Europe wants to shape its own policies." 

Giving free trade a free hand 

The EU is pressing the Free Trade Area (FTA) option, and particularly for those ACP countries that 
have already achieved a certain level of development. This option aims to establish regional agreements 
between the EU and sub-regions of the ACP. Non-governmental organisations (NGOs) are worried by 
the idea of replacing the Lomé Convention and its unique system of trade preferences and aid with 
FTAs. They say that under a system of regional FTAs the advantage will lie with the EU’s globalised 
exporters, not the ACP states, whose membership includes some of the poorest nations in the world. 
 
"The current proposals for free trade areas would transform Lomé into a battering ram for free trade, 
forcing the infant industries of the developing countries in the ACP into unfair competition with the 
industrialised economies of Europe," says Liz Clements of the UK Presidency Project, an umbrella 
group linking development NGOs in Britain. In June 1998 a British parliamentary inquiry committee 
rejected the option to replace Lomé preferences with an FTA system as "immoral". But officials from 
the European Commission back the FTA option as the least complex on offer – and the option least 
likely to upset the enforcers of global free trade at the WTO. "We totally reject these criticisms," says 
Philip Lowe, general director of the Commission’s directorate for development (DGVIII). "We think FTAs, 
especially at regional level, are the best way forward” [15].  
 
Professor João de Deus Pinheiro, European Commissioner for Development and ACP Countries, 
explains: “We think that FTAs are the best option primarily because they offer more than just market 
access: they help create a framework which becomes more attractive for private investment by 
stabilising ACP's trade and investment policies, enhancing their predictability and credibility in a long-
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term perspective that is precisely what business and potential investors need most. FTAs are also the 
best and simplest way to reconcile the need to ensure WTO compatibility and the EU's political will to 
maintain current Lomé market access” [16]. 
 
The European NGO network EUROSTEP disagrees: “There can be little rationale for coercing ACP 
states into WTO rules which block developmental trade agreements with the EU” [17]. EUROSTEP 
calls for the EU and ACP states to explore an alternative to free trade agreements which would take the 
good elements of FTAs (regional integration, long-term, predictable and transparent) and marry them 
with development considerations. These would be ‘trade and investment development agreements’ 
which would open the EU market to each region’s ACP products while also planning phased and partial 
liberalisation of ACP economies in sectors which would benefit from gradual exposure to international 
competition. This form of agreement would allow long term protection of sectors such as agriculture and 
textiles, where dumping of subsidised produce by the EU leads to highly unfair competition. This 
approach would also demand a significant revision of WTO rules for regional trade agreements between 
regions of highly different levels of development, such as the EU and the Southern African Development 
Community (SADC). 

Timeframes for change 

Up to February 2000 the current Lomé arrangements will continue, while the EU and ACP negotiate the 
next overarching agreement. The EU Negotiating Directives propose that there would then follow five 
years of negotiation by the EU with separate regions regarding a future FTA. During this time current 
trade arrangements would be maintained by requesting a waiver of WTO rules until the year 2005. In 
2004 there would be a stage of reflection where the EU and ACP would assess in which regions there 
is sufficient progress to begin an FTA in 2005, and in which regions negotiations had failed and 
therefore alternative trade arrangements would have to be implemented. 
 
According to WTO rules, the regions which entered FTA agreements from 2005 would then have to 
achieve free trade with the EU in “substantially all areas” (understood to mean around 90 percent of 
trade) within a “reasonable period of time” (understood to mean around 10 years). These FTAs would 
need unanimous WTO approval and could be challenged if any WTO member experienced trade 
diversion effects (loss of market due to its exclusion from the FTA). 
 
ACP access to the EU market would remain the same as now enjoyed under Lomé, but they would 
lose the principle of non-reciprocity. This means that ACP states would be expected to open up their 
own markets to EU exports, after a transitional period of 10 years starting in 2005. "Despite the 
transition period, the switch from preferential agreements to reciprocal trade will be very difficult," 
warned Freddy Destrait, Secretary General of the NGO SOS Hunger. "Even 20 years will not be enough 
for Africa to catch up." The Liaison Committee of Development NGOs to the European Union, a network 
of 900 European development NGOs, points out that "reciprocity in trade arrangements is incompatible 
with the fact that the ACP economies are much weaker than that of the EU" [18]. Oxfam GB and 
EUROSTEP fear that untrammelled liberalisation will lead to de-industrialisation and the destruction of 
poor people’s livelihoods, with the gains all going to highly capitalised European firms: “The proposal is 
the economic equivalent of inviting the Olympic pentathlon champion to your local school’s sports day 
and calling it fair competition when he walks away with all the prizes”. 

Protecting the poorest 

The EU says the least developed countries (LLDCs) among the ACP membership will have the option to 
avoid the rigours of reciprocal trade. Philip Lowe, director general for development at the European 
Commission, says the plan is to open the EU market on a non-reciprocal basis to all products coming 
from ACP LLDCs which have not signed Regional Free Trade Agreements by 2005. The EU’s 
Negotiating Directives also confirm the intention of the EU’s ruling Council, stated on 2 June 1998, to 
extend these arrangements to all LLDCs, "ACP or otherwise" [2]. 
 
The poorest ACP states such as Chad, Ethiopia or Guinea-Bissau are not ready for free trade, Lowe 
acknowledges. The proposed solution for LLDCs is the granting of ‘enhanced’ preferences, or 
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completely tariff-free access to the European market "for essentially all products", under the EU’s 
existing Generalised System of Preferences (GSP). Among the 71 ACP states, 40 are LLDCs, which 
already benefit from zero-tariff access to the EU market, and 20 are small island economies, for which 
the EU hopes to set special rules, Lowe says. 
 
However, what remains unclear is whether an LLDC like Mozambique, with full, non-reciprocal access 
to the EU market, will also be able to maintain full membership of a regional economic grouping such 
as the Southern African Development Community (SADC). For Mozambique there are real political and 
economic advantages to belonging to this regional group, and the adjustment costs of opening its 
markets to countries such as Zimbabwe are relatively small. The fear is that an EU-SADC FTA may 
leave Mozambique with a stark choice: either exclude yourself from regional integration, or accept the 
severe adjustment costs of opening your markets to the industrial giants of the EU. 

Negotiation tactics criticised 

The negotiation of FTAs and an improved GSP will not be easy or fast. Nor are the precedents good. 
The EU has so far spent over four years negotiating an FTA with just one country, South Africa. The 
SADC is one of the most coherent regions for an FTA, but it may not have the capacity to negotiate a 
highly complex trade and investment agreement, particularly when it will also have to prepare for major 
negotiations at the WTO over the coming years. EUROSTEP has stated that, “Achieving the [EU] 
proposals by 2005 would require the negotiation of an unprecedented number of free trade agreements 
within heterogeneous regions in the ACP, plus the simultaneous negotiation of unprecedented free 
trade agreements between one of the most developed regions of the world [the EU] and each of these 
developing regions, containing some of the least developed and most war-torn countries in the world. 
There is little evidence that the delicate process of regional integration can be forced by external 
timetables” [19]. 
 
There is also an emerging consensus amongst many ACP states and NGOs that if the WTO rules are 
to define the next EU-ACP agreement, and these rules exclude action for effective poverty reduction, 
then the EU and ACP must collaborate to change the rules. As Sir Shridath Ramphal, chief Caribbean 
negotiator, has said, “The WTO has been catapulted into the front line of the Lomé negotiations... If all 
these negotiated arrangements are to be WTO-compatible, and if the WTO itself looks like being 
incompatible with a regime of global equity and a balance of interest between developed and developing 
countries, we could face the most serious difficulties” [20]. 
 
In response to this the European Commission has announced an EU-ACP working group on the WTO. 
This first step has been welcomed by ACP countries and NGOs and may assist the negotiations if it 
develops aims and objectives which deal with the perceived blocks at the WTO to trade agreements 
which promote sustainable development. 
 
European NGOs SOS Hunger and the Food Security Group and several rural farmers’ groups from ACP 
states meeting in Brussels this summer voiced particular fear that their views would be marginalised 
during the high-profile negotiations. They argue that "civil society is ignored when negotiations take 
place," and that in most ACP countries farmers’ organisations are not informed about the advantages of 
the Lomé Convention or its potential for development in the poorest regions. "We understand that the 
EU says that liberalisation is needed to enter world trade, [but] these agreements have to be brought 
out of this framework of secrecy," argues André Marie Afouba of the Cameroon farmers’ network APM 
Afrique [21]. 
 
There has also been concern that the European Commission’s proposals offer no option to ACP states 
other than an FTA. Members of the British parliament’s all-party International Development Committee 
have rejected the trade and investment proposals that form the basis of the EU’s opening negotiation 
bid as "unacceptable". Negotiations on the establishment of reciprocal liberalising agreements leading 
to FTAs "will have behind them the threat of an increase in tariffs for ACP countries,” according to the 
Committee. 
 
"To put the matter crudely, ACP countries will have the choice of either opening up their markets to EU 
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products or suffering an increase in taxes on their exports to the EU," reads its published report. "A 
number of witnesses [to the Committee] pointed out that this amounted to blackmail and was certainly 
not an appropriate way to encourage regional integration and trade liberalisation." This fear has since 
been mitigated somewhat by the footnote in the final EU Negotiating Directives which states that the 
EU will examine ways to maintain trade access equivalent to Lomé for states which are unwilling to 
negotiate an FTA. The Committee warned the EU that forcing the pace of market liberalisation could do 
"serious damage to the ACP economies," and added that it was "immoral for the EU to misuse its 
economic strength to dictate clearly unfavourable terms to the ACP." 
 
Glenys Kinnock, Member of the European Parliament and rapporteur for a working group on the future 
of ACP-EU relations, argues that if the policy of free trade were pursued in its proposed form, the EU 
could be responsible for causing "the erosion of the bonds of trust built up over many years within the 
[EU-ACP] Group." In a show of support for the principles which have underpinned that EU-ACP 
relationship, the European Parliament adopted a resolution in October 1997 calling on the EU to "use 
all legal means available" to combat WTO attempts to terminate the Lomé Convention. 
 
"We must recognise that many [ACP] countries freely admit that they do not have the administrative 
capacity or expertise to undertake negotiations with the European Commission," adds Kinnock. She 
feels the Commission’s trade proposals have potentially serious economic, social and political 
consequences for ACP states. "We should beware of rushing headlong into an agreement which 
includes a trade component likely to undermine the prime objective, which is to ensure the means of 
promoting stability and prosperity in ACP countries," she argues.  

Playing with the big boys – Tunisia and Morocco 

An indication of what awaits ACP countries that swap EU non-reciprocal trade preferences for a 
bilateral free trade agreement can be found in the experience of Tunisia and Morocco.  
 
As the ACP can expect in the near future, the Maghreb’s traditional trade preferences were 
progressively eroded as global trade liberalisation under GATT saw tariffs and quotas cut everywhere. In 
Barcelona in 1995, the EU agreed a New Mediterranean Policy covering 11 Mediterranean countries, 
based on the implementation of bilateral free trade agreements between the EU and each country, to be 
completed by 2010. Morocco and Tunisia went ahead and negotiated free trade agreements with the 
EU. But the accords only progressively lift EU restrictions on the two countries’ exports of textiles and 
clothing, and only slightly liberalise trade in agriculture. The two were already free to export all other 
non-agricultural goods to the EU before signing the accords. 
 
Allowing for these existing preferences, these free trade agreements will do little for Maghreb exports. 
But the accords also commit the two to progressively removing all barriers to EU imports over a 12-year 
period, which according to Henri-Bernard Solignac Lecomte will put both their balance of payments and 
domestic industrial firms at risk. 
 
"An estimated 60 percent of [the Maghreb’s domestic industries] are unable to resist European 
competition unless significant technological and marketing upgrading is achieved by 2010," he warns 
[22]. 

ACP United... 

In November 1997 ACP leaders and officials meeting in Libreville, Gabon, said they would not allow the 
ACP group of countries, which have little to unite them except their common link with the EU, to be 
split up. Even Mauritius, ranked among the middle-income developing countries and often held up as a 
model in the field of development, is worried about the EU plans. Navinchandra Ramgoolam, Prime 
Minister of Mauritius, told the 26th ACP-EU Joint Assembly in Mauritius in April 1998: "We do not 
subscribe to any concept of regionalisation which threatens to break up the ACP group" [23]. 
 
Some at the EU argue that ‘grading’ countries according to their level of development and geographical 



Panos Briefing:  TRADING IN FUTURES  13 

location is a necessary part of devising policies that match the needs of different nations and regions. 
Caribbean researcher George Huggins warns: "ACP countries should have a genuine concern that the 
EU response to this apparent contradiction is simply to stratify the ACP community into two groups: 
those likely to make it into the elite ranks, and deserving of aid, and those unlikely to. In this sense 
differentiation, graduation and co-management principles can lead in fact to a two-tier ACP and a new 
form of ‘development trusteeship’ for some countries." 

4. LOMÉ AND EU POLICY REFORM 

The EU’s proposal to create FTAs is also perceived by some as premature and likely to clash with the 
EU’s own plans to reform the Common Agricultural Policy (CAP). "Proponents of this view argue that 
the [European] Commission overestimates the readiness of ACP groupings for regional integration and 
proposes a timeframe which conflicts with what is politically and technically feasible," says the 
European Centre of Development Policy Management, an independent foundation based in the 
Netherlands. "Without any reform to the EU’s Common Agricultural Policy, free trade agreements with 
the EU would not improve market access for exporters in the ACP. It would, however, improve market 
access for EU exporters." 

Where there’s a will, there’s a way – Namibia 

Brussels can navigate a developing nation through the intricacies of a market dominated by the EU’s 
Common Agricultural Policy (CAP).  
 
When Namibia signed up for the Lomé Convention in December 1990 its export income was heavily 
dependent on mining, which contributed some 72.6 percent of total exports. Negotiated access to the 
Lomé beef protocol gave new life to the country’s livestock industry, the country’s main employer. The 
country developed processing industries of its own instead of relying on South African firms: 
slaughterhouses, deboning plants, tanning and leatherworking businesses. 
 
The EU also provided technical support, including help with a fisheries conservation policy that saw the 
fishery industry’s contribution to export earning rise from 16.4 percent in 1990 to around 40 percent by 
1996. EU assistance for trade development studies also identified new niche markets in Europe, 
including seedless grapes, sweet melons and green peppers. Hundreds of jobs are being created in an 
expanding market serving EU supermarkets, these new trade areas accounting for nearly 60 percent of 
Namibia’s trade with the EU [11]. 

 
British Members of Parliament (MPs) have also criticised the EU’s failure to take account of the effects 
of Europe’s own protectionist policies under the CAP. The MPs said the proposals for FTAs "are 
unacceptable without a clear commitment from the EU to reform the CAP, reduce its export subsidies 
and open up its markets to sensitive agricultural products."  
 
NGOs argue that the ACP states, whether trading individually or within a regional FTA, are not equipped 
to compete with the marketing power and price advantage enjoyed by EU exports, many of which are 
heavily subsidised under the CAP. Discount EU beef, paid for by EU taxpayers to maintain EU farmers’ 
incomes then dumped on the markets of Africa’s Sahel region, nearly wrecked the latter’s domestic 
cattle trade. 
 
The EU is struggling with CAP reform, which accounts for more than 50 percent of the EU’s operating 
budget. "The natural aim for the EU," said European Commissioner for agriculture Franz Fischler during 
a visit to Canada in June 1998, "is to maximise our share of world agricultural exports in line with WTO 
rules while assuring a livelihood for those farmers in Europe who cannot compete at a global level but 
who provide other services to society." Fischler said the EU’s objectives for the future development of 
the CAP are "to ensure that EU farmers and food industries take full advantage of positive world market 
developments" and "to ensure a fair standard of living for the [EU] agricultural community and to 
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contribute to the stability of farm incomes." 
 
Agricultural goods will predominate among the ACP goods on offer to FTA-linked markets, yet with the 
EU’s CAP funding regimes not due for reform until 2010, trade in these goods would be seriously 
limited while the CAP and its parallel fishing system are still in place. Ironically the WTO (under GATT 
Article XXIV) also requires FTAs to cover "substantially all trade", which may force the EU to speed up 
CAP reform in order to see the FTAs approved. 
 
But NGOs argue that EU policies as they affect developing countries – trade, agriculture, fisheries, 
monetary union, enlargement, immigration, foreign affairs – should be judged by the extent to which 
they further the objective of combating poverty. "Article 130v of the Maastricht Treaty makes the 
commitment that account is to be taken of development policy objectives in all [European] Community 
policies which affect developing countries," noted the Liaison Committee of Development NGOs in 
March 1997. 
 
"The December 1993 Council of Ministers Resolution on ‘The fight against poverty’," the Liaison 
Committee continues, "recognised that ‘the objective of combating poverty in the developing countries 
cannot be achieved without improving the international environment and reducing the constraints, in 
many instances decisive, that are imposed by economic relations with the outside world on the 
effectiveness of national policies to combat poverty’. It is time to act decisively on these policy 
statements." 
 

Leaving the CAP off the tomato sauce – South Africa 

South Africa has already discovered, to its cost, the inequality built into liberalisation of trade between 
developing states and an EU that has yet to reform its CAP. Last year, in line with WTO rules, South 
Africa agreed to scrap its General Export Incentive Scheme, the only state support given to local 
canneries for their exports (more than 50 percent of which are supplied to the EU). 
 
Their EU competitors, however, continued to receive substantial help. In 1996 the EU spent about 655 
million ECU (727 million US dollars) on subsidies to their fruit and vegetable producers, with more than 
half of this going to tomato producers alone. 
 
Thus European canned tomatoes enter the South African market at prices far below the domestic 
production cost of canned tomatoes. Italian canned tomatoes are at least 30 cents (five US cents) 
cheaper than the local product on South African shop shelves. In January 1998 the South African 
government increased its import duty on European canned tomatoes from 23 to 30 percent in a bid to 
stem the flood of cheap exports. This, according to Fanie Buys, chairman of the South African Fruit and 
Vegetable Canners Association, had little effect. "Because of high subsidies, the European producers 
still seem to be able to beat the tariffs," Buys said. 
 
The EU’s own import tariffs top the charts. On canned pears, for example, Europe charges 23 percent 
duty, compared with the USA (16 percent), Japan (14 percent) and South Africa itself, which charges 
just five percent import tariff despite the importance of the fruit industry to its economy. South African 
melons exported to the EU face a tariff of 11 percent, whereas Turkish, Venezuelan and Costa Rican 
melons enter the EU duty-free. As a new Lomé member, South Africa does not enjoy the same duty-
free access to the EU market as ACP countries, nor has it any allocations under Lomé’s banana, sugar 
or beef protocols. 
 
Despite this, efforts to have the tariffs removed within three years of a free trade treaty taking effect were 
rejected by EU negotiators, following pressure from European producers. The result is job losses in 
South Africa. Langeberg Foods, the country’s largest food processing company, has been forced to 
close its main canning plant, putting some 2,500 people out of work. 
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Highly subsidised EU beef already accounts for 70 to 80 percent of all meat that now goes into canned 
meat production in South Africa. "It is effectively pricing locally produced meat out of this particular 
market," European parliamentarian Tony Cunningham said in Mauritius. Subsidised EU beef is being 
docked in South Africa at less than one quarter of the price paid in Europe [18]. 
 
As a senior adviser at the Economic Commission for Africa has remarked, South Africa might still have 
to remove tariffs on some 45 percent of its present imports from the EU, while the EU would have to 
remove tariffs on only three percent of its imports from South Africa. The EU accounts for 44 percent of 
South Africa’s exports, 28 percent of its imports, and 50 percent of its foreign investment abroad.  
 
While the EU’s Lomé Negotiating Directives say trade liberalisation talks must take into account “the 
sensitivity of both parties’’ (italics added), the deal now taking shape for an FTA between the EU and 
South Africa appears to manage without this requirement. Some campaigners believe that for European 
Commission officials the complexity of returning the text to Brussels far outweighed the likely 
difficulties involved in levering South Africa into accepting it. 

A matter of protocols 

The EU is also expected to give up the system of trade protocols that are the best known part of the 
Lomé accord. Protocols for sugar, beef and veal, bananas and rum give free access to EU markets for a 
fixed quantity of exports from selected traditional ACP suppliers. 
 
The European Commission’s Philip Lowe says that the Lomé protocols have to be reviewed in light of 
WTO objections that they discriminate against countries outside the ACP membership. "Sooner or later 
the phasing out of protocols will have to be examined," he warned. But he added that the phasing out of 
protocols would not be a problem for those countries that joined an EU-linked FTA. 
 
But farmers’ groups fear that WTO rules will always leave ACP states at a disadvantage, whatever way 
the EU tries to repackage the Lomé Convention’s existing trade benefits within the new FTAs. "WTO 
rules, and in particular the rules regarding agriculture, do not allow ACP [states] to implement their own 
national and sub-regional policies for developing their agriculture," according to André Marie Afouba of 
the Cameroon farmers’ network APM Afrique [21]. 
 
Navinchandra Ramgoolam, Prime Minister of Mauritius, cites the WTO’s ruling against Lomé’s banana 
trade protocol as "the unacceptable face of mercantilism driven by the self-interest of a few 
multinationals with total disregard for the development needs of a number of small developing 
countries." 

Upsetting the neighbours – Southern Africa 

The difficulties that are likely to surround the negotiations of new regional FTAs linking nations at 
different levels of development are graphically illustrated by the ongoing EU-South Africa talks. 
 
Smaller Southern African nations linked in a customs union with South Africa fear that the FTA being 
negotiated between the EU and South Africa will endanger their fragile economies. The FTA is expected 
to have important implications for other members of the Southern Africa Customs Union (SACU), which 
comprises Botswana, Lesotho, Namibia, South Africa and Swaziland. "Whatever will be agreed with 
South Africa directly affects other SACU members," Swaziland’s Prince Khuzulwandle Dlamini said in 
April 1998. "Anything exported from the EU to South Africa will inevi tably end up also in our markets." 
 
Trade experts say revenue losses to these countries may be six to 11 times the annual level of the EU 
aid they receive. It is estimated that the free trade agreement could result in Botswana, Lesotho, 
Swaziland and Namibia losing revenue of between 400 and 800 million US dollars a year. "If they [the 
EU] now start to sell goods to us, which they should actually buy from us, how is that going to help us, 
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us the people of Southern Africa?" Petrus Hazienda, a communal farmer from Namibia noted to the 
Inter Press Service in April 1998. 

 
A number of NGOs want the EU to put strong pressure on the WTO to grant a waiver that would allow 
the trade preferences to continue. Pressure has been put on the EU to open negotiations with the WTO 
for such a waiver ever since 1997, when the WTO ruled against the trade preferences the EU grants to 
ACP banana exporters under Lomé. The protocols for sugar, bananas and beef are some of the most 
lucrative trade arrangements for ACP countries. Some EU sources report that ministers have already 
decided in favour of an eventual phasing out of the beef, sugar and bananas protocols by 2004-2005. 
The EU’s Negotiating Directives simply state that the protocols “will be reviewed”, adding that: “Any 
necessary transition towards alternative arrangements will be supported by assistance from the EDF 
[European Development Fund].” 
 
However, there appears to be no desire among EU members to increase this assistance to the levels 
needed to support ACP countries in transition. Indeed EU aid to the poorest nations is declining, along 
with development assistance provided on a bilateral basis between individual governments. 
 
“It would have been very helpful [for the EU] to consider seriously the financial implications as well as 
the possible resource mobilisation strategies in the short and medium terms," says Severine 
Rugumamu, head of the Department of Development Studies at the University of Dar Es Salaam, in a 
paper for the European Centre for Development Policy Management. He quotes an African diplomat in 
Brussels as saying that the EU “writes prescriptions without having medicine in the pharmacy" [24]. 
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5. WHY CHANGE? 

"The problem with the European Commission approach in all this," notes Mariana Williams of Network 
Women In Development Europe (WIDE), "is that it is not sufficiently proactive in seeking reform of the 
WTO agreements in order to sustain an arrangement which is beneficial to the ACP.” 
 
The European Commission says current ACP-EU trade relations must change because WTO dispute 
rulings on issues like Lomé’s banana trade preferences put these country-by-country (‘differentiated’) 
non-reciprocal trade schemes in question. But the WTO does allow the limited application of 
differentiation for developing countries, and "indefinite" application for least developed countries. 
 
Even in the case of the WTO’s banana regime ruling, the Development Bank of South Africa’s Rosalind 
Thomas argues the main problem is not the use of trade preferences to help ACP states. According to 
her, the USA is more concerned at the way that EU corporations benefit from so-called ‘cross-
subsidies’ when importing ACP and EU bananas, making US and Latin American bananas more 
expensive in turn. "Only 50 percent of the bananas benefiting from this cross-subsidy are ACP 
bananas. The other 50 percent are coming from EU territories and fall within the CAP. This is therefore 
obvious protectionism, which has little to do with the ACP. WTO dispute resolution does not mean the 
end of non-reciprocal preferences. Just because the EU’s banana regime is challenged in the WTO 
does not mean that non-reciprocal arrangements are in danger" [25]. 
 
WIDE’s Mariana Williams argues: "From the perspective that the preferences need to be maintained 
even if only for a transition period, the best option is retention of the status quo. But this requires 
political will, with the EU and the ACP pressing for necessary exemptions within the WTO." As she 
adds, "This may be difficult but not impossible." The EU is a leading economic force in the WTO, and 
ACP numbers would bolster its wider authority. Any WTO member can seek a waiver under Article 
XXV, which can be granted for any purpose by a 75 percent majority vote. The GATT/WTO rules allow 
industrialised states to offer preferential market access in an enabling clause that covers ‘special and 
differential treatment’ for developing countries. The Generalised System of Preferences (GSP) trade 
deals offered by most OECD states work on the same principle.  
 
The European Union, as the world’s largest donor and trade bloc, has the potential (if not the duty) to 
take a leading role in shaping a new approach to issues of global security and solidarity. Its progressive 
policies on development cooperation, poverty eradication, gender equality and equal opportunities, 
democracy, human rights and social affairs are enshrined in the Maastricht Treaty and its follow-up 
accords. Many observers believe that the EU and ACP have a historic task to act together in fora such 
as the WTO and the IMF to see these objectives realised. 
 
But Lomé is more than just trade and politics. The current five years of Lomé IV have been allocated 
14.6 billion ECU (16 billion US dollars) – approximately five and a half US dollars per person in each of 
the ACP states. Over half of this goes out as programme funds through the European Development 
Fund (EDF). The EDF also allocates funds for STABEX, SYSMIN, structural adjustment, emergency 
aid and refugees. Christopher Stevens of Britain’s Institute of Development Studies suggests the Lomé 
trade and aid system could be extended to other developing countries as well: "That would represent a 
step towards a universal system justifiable under the WTO while retaining low EU tariffs and 
contractuality for the ACP" [26]. 
 
Ultimately, for all concerned, whatever is agreed is only a stay of execution. The eventual reform of the 
EU’s Common Agricultural Policy (due by 2010) and the EU’s moves towards removing tariffs in line 
with global trade liberalisation will render the Lomé Convention largely invalid within a decade. 
"Preferences should not be an ACP long-term objective. They are inherently doomed," argues Rosalind 
Thomas. "They should be a short-term strategy to buy time for restructuring economies so as to 
enhance market efficiencies" [25]. 
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Yet so far Lomé’s trade preferences and aid distributed by the EDF have palpably failed to bring either 
diversification or growth in the ACP’s share of Europe’s markets. If Lomé survives for another 10 years, 
the EU and the ACP will have a lot of catching up to do. "The solution is not to force developing 
countries to liberalise their trade, investment and capital accounts," says the World Development 
Movement’s Barry Coates, "measures that appear to be in the interests of EU companies rather than 
the people of the ACP countries. Meeting the objective of poverty reduction will require the provisions of 
Lomé to support a sound regulatory framework, skills for workers and managers and an infrastructure 
for long-term development. There is still time in negotiations for these elements to be added." 
 

CONTACTS  
ACP Secretariat 
Avenue Georges Henri 451 
B-1200 Bruxelles 
BELGIUM 
tel: +32 2 743 0600 
fax: +32 2 735 5573 
e-mail: info@acpsec.org 
website: http://www.oneworld.org/acpsec/ 
 
European Commission 
Directorate General VIII (responsible for ACP relations) 
200 Rue de la Loi 
B-1049 Bruxelles 
BELGIUM 
tel: +32 2 299 1111 
fax: +32 2 299 2872 or 2873 
e-mail: info@dg8.cec.be 
website: http://europa.eu.int/comm/dg08/ 
 
EUFORIC (Forum on Europe’s International Cooperation) 
Cortenstraat 4 
6211 HT Maastricht 
THE NETHERLANDS 
tel: +31 43 350 2931 
fax: + 31 43 325 6392 
e-mail: hm@euforic.org 
website: http://www.oneworld.org/euforic/ 
 
ECDPM (European Centre for Development Policy Management) 
Onze Lieve Vrouweplein 21 
6211 HE Maastricht 
THE NETHERLANDS 
tel: +31 43 350 2900 
fax: +31 43 350 2902 
e-mail: jvl@ecdpm.org 
website: http://www.oneworld.org/ecdpm/ 
 
EUROSTEP (European Solidarity Towards Equal Participation of People) 
115 Rue Stévin 
B-1000 Bruxelles 
BELGIUM 
tel: +32 2 231 1659 
fax: +32 2 230 3780 
e-mail: eurostep@agoranet.be 
website: http://www.oneworld.org/eurostep/ 
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World Development Movement (WDM) 
25 Beehive Place 
London SW9 7QR 
UK 
tel: +44 171 737 6215 
fax: +44 171 274 8232 
e-mail: wdm@wdm.org.uk 
website: http://www.wdm.org.uk 
 
World Trade Organisation (WTO) 
Centre William Rappard 
Rue de Lausanne 154 
CH-1211 Genève 21 
SWITZERLAND 
tel: +41 22 739 5111 or 5019 (media) 
fax: +41 22 739 5458 
e-mail: enquiries@wto.org 
website: http://www.wto.org 
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