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Regional Integration

Editorial

As an increasing number of regions em-
bark on integration projects in the political,
economic and legal spheres, the process
of region building has gained momentum
in International Relations. The European
Union as the most prominent example of
regionalization is trying to build up exter-
nal relations not only to nation states but
also to regional groupings. Particularly in
the relam of trade, bi-regional relations
are the new paradigm. While the EU is
forging bi-regional relations with many
parts of the world, the Economic Partner-
ship Agreements (EPA) with the African,
Caribbean and Pacific states are the most
widely discussed.

Economic Partnership Agreements are
contracts betweeen the European Union
and six regions of the ACP: Eastern and
Southern Africa, Southern Africa, West Af-
rica, Central Africa, the Caribbean and the
Pacific. They provide for reduced tariffs
on exports from these areas. EPAs shall
replace EU-ACP preferential trade agree-
ments which had been criticised for violat-
ing World Trade Organization (WTO) reg-
ulations. Although it was the initial aim to
conclude all EPA negotiations by the end
of 2007, only the EPA with the Caribbean
regional grouping, CARIFORUM could be
concluded and be brought into effect.

Against this background, the second ZEI
Regional Integration Observer of 2008 fo-
cusses on both the advances and short-
comings of the EU’s bi-regional negotia-
tion processes. Beyond ACP, articles also
introduce the reader to the current state
of affairs in EU relations with ASEAN,
the Gulf Cooperation Council and CAN.
The qualified information provided by our
authors shall pave the way and give in-
centives for further debate on these often
controverisal issues.
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EU-ACP Relations: Evolution and Prospects

Ludger Kiihnhardt*

The European Union is promoting regional
integration in Africa and elsewhere. In recent
years, with a focus on Africa, the Caribbean
and the Pacific, this was related to the nego-
tiation of Economic Partnership Agreements.
Since 2002, the EU enticed its ACP partners
to engage in these negotiations. The EU
claimed that the negotiations would strengthen
regional integration in Africa, the Caribbean
and the Pacific. By replacing preferential trade
agreements (that have been in place with the
Yaoundé Conventions, Lomé Agreements
and the Cotonou Agreement of 2000) by free
trade mechanisms, the EU would comply with
WTO provisions. At the same time, the EU
claimed relations with Africa, the Caribbean
and the Pacific regions would be put on the
basis of equality, and a be true partnership.

By 2008, interim agreements had been
reached with several sub-regions and individ-
ual countries or contingent groupings of coun-
tries in Africa, the Caribbean and the Pacific.
By this time, EU officials had become even
more doubtful of the potential of Economic Part
nership Agreements than their colleagues
from the ACP countries. The EU was looking
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for a new rationale in its relations with the coun
tries of Africa, the Caribbean and the Pacific.

The root of EU-ACP relations can be traced
back to the Treaties of Rome founding the
European Economic Community in 1957. The
Treaties of Rome granted a five year trial pe-
riod for the commercial and financial associa-
tion of French, Belgian and Dutch overseas
territories. Article 131 and Article 136 created a
de facto free trade area between the European
Economic Communities and its associated ar-
eas. The most visible immediate effect was the
availability of new European outlets for African
tropical fruits. More long-term effects were seen
with the establishment of the Development
Fund with the Treaties of Rome to improve in-
frastructure in the southern hemisphere. This
was the beginning of a European development
policy. In 1963, the relationship between the
European Economic Communities and eight-
een associated states in Africa plus Madagas-
car was renewed through the Yaoundé Con-
vention, named after the capital of Cameroon
where the agreement was signed. It provided
commercial advantages and financial aid to
Africa. In force since July 1, 1964, its succes-
sor — the Yaoundé Il Convention — followed in
1969. The quest for a new footing between
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the now European Community and many of
its former colonies was increasingly linked to
the struggle for a new global economic order.
In responding to the continuous demands
from the Southern hemisphere, the European
Community offered a comprehensive scheme
of partnership and preferential cooperation
to Europe’s most desperate former colonies.

In 1975, the European Community and 46
countries of Africa, the Caribbean and the
Pacific signed the Lomé Convention. Further
Lomé Conventions followed at an interval of
five years. Lomé IV, signed in 1990, included 77
countries. Unlike the Lomé Conventions | to Ill,
the last Lomé Agreement lasted for ten years
and included a mid-term review. It covered 638
million people in the Southern hemisphere.
The Lomé Conventions entailed innovations
and improvements in North-South-relations:
. On principle trade was conducted on
anon-reciprocal basis. The EC partner states —
called ACP states (ACP stands for Africa, Car-
ibbean, Pacific) were exempted from the GATT
multi-fiber agreement, which placed restrictions

limited protection, with appropriate ualifiation utorising reproductiome_xept for

sub-Saharan countries. Africamakes up 95 per-
cent of the total ACP population and gets 80
percent of all support funds provided by the Cot
onou Agreement. This agreement replaced the
Lomé IV Convention and is intended to last for
twenty years. Its main features are the following:
. The Cotonou Agreement em-
phasizes political dialogue with an in-
creased  input  from  civil  society.

. In terms of economic cooperation, it

replaced preferential agreements with
the principle of reciprocity as requested
by the WTO, but potentially did so to the
detriment of several EU partner coun-
tries in Africa. Until 2008, new regional
Economic Partnership Agreements (EPA) with
each of the ACP regions were to be negotiated.

. The ACP countries are no longer
exempted from the WTO multi-fiber agree-
ments with their restrictions on textile ex-
ports from developing countries to industrial-
ized markets. This is extremely important for
certain African countries: 58 percent of total

commercial purposes: © European Communities, 2008.

Meeting at the EU-Africa Summit 2007 in Lisbon

on textile exports from developing countries to
industrial markets. When GATT was re-
placed by the World Trade Organization
(WTO) in 1993, this principle came un-
der increasing pressure from countries
and regions not participating in this exclu-
sive non-reciprocal trade arrangement.

. In a spirit of partnership and co-
operation, the European Community uni-
laterally exempted certain ACP- products
from customs levies and import taxes.

. The most innovative component of
the Lomé Convention was the stabilization
mechanism for raw materials: This was a fund
created by the EC to ensure a minimum price
for raw materials from the partner countries if
the price for their raw materials fell below a
certain threshold or in case of an extremely
bad harvest. This STABEX system consti-
tuted a resource transfer to the ACP budgets.
On June 23, 2000, a new long-term approach
to the relationship between the European Union
and its ACP partners, including Africa began:
The Cotonou Agreement was signed between
the EU and 15 Caribbean, 14 Pacific and all 48
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exports from Lesotho and 39 percent of to-
tal exports from Mozambique are textiles.

. Several preferential elements of
the Lomé Convention favored agricultural ac-
tivities in countries producing beef (Botswana,
Namibia, Zimbabwe), sugar (Tanzania, Mauri-
tius, Malawi, Swaziland) and the economies of
the land-locked African countries. They have
been discontinued by the Cotonou Convention.

The main reason for the fundamental shift from
preferential trade arrangements to the principle
of reciprocity was the ruling of the WTO Dis-
pute Settlement body. According to them, the
provisions of the Lomé Convention were unfair
as they gave preference to banana exporters
in the Caribbean and in other countries who
maintained special relations with Europe. The
Cotonou Agreement stipulates the principle of
reciprocity in free trade. To comply with its logic,
the Cotonou Agreement divided the ACP coun-
tries into different regional groupings. The sub-
sequent negotiation of Economic Partnership
Agreements left it to the African countries to
decide with which groupings they wished to
negotiate with the EU. Since 2002, the EU
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negotiated Economic Partnership Agree-
ments with the following groupings in Africa:

1. West Africa; all ECOWAS mem-
ber states plus Mauritania;
2. Central Africa: all CEMAC member

states plus S& Tomé and Principe and
the Democratic Republic of the Congo.

3. Eastern and Southern Africa: all
COMESA member states except An-
gola, the Democratic Republic of the
Congo, Egypt, Libya and Swaziland.

4. SADC minus: all SACU member states
including South Africa as an observer,
plus Angola, Mozambique and Tanzania.

By 2008, only some interim agreements with
contingent groups of partners and individual
member states were finalized. The EPA negoti-
ations had turned out to be difficult, if not stuck
at an impasse. The European Union and its
African partners are now obliged to take stock
and start on a new footing. The time has come
to put European-African relations into an
historical context, to study them in a compara-
tive regional way and to re-define them using
a new and comprehensive political strategy.
In the course of the past decade or so, the
European Union has initiated bi-regional as-
sociation agreements with MERCOSUR, the
Andean Community of Nations (CAN) and
the System of Central American Integration
(SICA). As of 2008, none of these negotiations
have come to fruition - the negotiation with
MERCOSUR had even been suspended for
several years. In any case, the overall idea of
bi-regional association agreements reflects a
new strategic vision and orientation. The aim is
to achieve a comprehensive political and eco-
nomic system of cooperation that contributes
to stabilizing global developments, supports
regional integration as it (really) stands in Latin
America and projects the global role of the Eu-
ropean Union. If it were successful, bi-regional
association agreements would constitute a
new global reality and an additional dimension
of global governance. Bi-regional association
agreements could become a definitive answer
to the challenge of globalization and an ele-
ment in managing the opportunities of globali-
zation. Bi-regional association agreements
could be the appropriate element of moving
from a post-colonial relationship to a mature re-
lationship of equals in the age of globalization.

As far as Europe’s relationship with the former
colonies in Africa, the Caribbean and the Pacific
is concerned, such a relationship is yet to ma-
terialize. In light of the ambivalent experiences
with negotiating Economic Partnership Agree-
ments, the EU should reconsider its strategy
toward Africa, the Caribbean and the Pacific.
1. The preferential trade relationship
with Africa, and subsequently with the Car-
ibbean and the Pacific region has paralleld
European integration from its very beginning.
Since the initial commitment of the Treaties
of Rome in 1957, the European relationship
with former or current colonies and overseas
territories of some of the EEC (later EC and
EU) member states was based on a late colo-
nial and later on a post-colonial relationship. It
moved from dependency to cooperation, from
colonial dominance to guilt and development



aid. It continued to be influenced by the spe-
cial vested interests of some former European
colonial powers in some of their former colo-
nies (and continuously existing overseas ter-
ritories). The European Union as a whole has
grown as this relationship has matured. Eco-
nomic Partnership Agreement's (EPA'S) were
meant to be a modernizing continuation of this
policy of five decades. However, they were
too narrow, one-dimensional in their economic
orientiation and almost anti-political. They
never had the potential to be a comprehensive
strategy for re-designing Europe’s relation-
ship with Africa, the Caribbean and the Pacific.

2. The negotiations of Economic Part-
nership Agreements were inherently contradic-
tory as far as the main normative objective of
the European Union is concerned: promoting
regional integration in Africa, the Caribbean
and the Pacific. While the EU was claiming
to promote regional integration, it did not rec-
ognize the existing regional groupings as an
equal negotiation partner. Instead of negotiat-
ing in the Caribbean with CARICOM, the EU
“invented” CARIFORUM to include Cuba and
the Dominican Republic. Both these coun-
tries are not considered by CARICOM to be
helpful engines of Caribbean regional integra-
tion, considering they do not belong to CARI-
COM. Instead of negotiating with the Pacific

Islands Forum (PIC), which has established
itself in recent years as the nucleus of pan-
Pacific regional integration, the EU preferred
a different approach of negotiation vis-a-vis
Australia and New Zealand on the one hand
(both of which are PIF member states), the
Melanesian group of PIF countries, Papua
New Guinea in particular, on the other hand,
while not pursuing a comprehensive negotia-
tion strategy with the PIF as a whole. In Africa,
the situation was just as incoherent. The EU
was negotiating with four idiosyncratic group-
ings and not comprehensively with any of the
existing regional groupings. However, in order
to support regional integration in Africa, the
EU needs to recognize regional groupings as
they exist, no matter their substance, no mat-
ter how complex and difficult the relationship
may be and no matter how comprehensive the
EU approach ought to be to accommodate the
interests and conditions of all the respective
regional partners. It would always maintain, at
best, a halfhearted support for region-building.

3. The European Union needs to de-
velop a comprehensive political strategy for its
future relationship with the regional groupings
in Africa, the Caribbean and the Pacific region.
Together, they may well pursue the goal of re-
ciprocal free trade as one tool but they should
never elevate reciprocal free trade to be the

ultimate and comprehensive goal of a bi-
regional relationship. The regional groupings
in Africa, in the Caribbean and in the Pacific
have matured. They still may be weak, contra-
dictory and insufficient. Yet, as they exist they
are expressions of a genuine and independ-
ent expression of region-building. They have
become political processes and ought to be
supported as such. They have to be taken seri-
ously by the European Union as a political and
economic expression of the genuine interest
of the respective people, societies and states.
The European Union can define criteria for
the management of bi-regional relationships.
These criteria ought to be defined by normative
principles inherent in the European integra-
tion project, including the promotion of human
rights, rule of law, democracy, good governance
and market economy. However, only a political
approach culminating in coherent, comprehen-
sive and multi-dimensional bi-regional asso-
ciation agreements with the existing regional
groupings in the ACP region can serve as the
basis for a new, mature and equal relationship
between the European Union and large parts
of aworld that have outgrown post-colonialism.

* Prof. Dr. Ludger Kiihnhardt, Director at the
Center for European Integration Studies

State of Negotiations on Economic Partnership Agreements (EPAs), (May 2008)

Eastern and Southern Africa

+ The LDCs Djibouti, Eritrea, Ethiopia, Malawi, Sudan and Zambia export under the EBA initiative since 1/1/2008.
 An ESA-EU framework agreement and an EAC-EU framework agreement have been signed as interim agreements. These are
expected to lead to two full EPAs by the end of 2008 and by July 2009 respectively.

Southern Africa

* Botswana, Lesotho, Namibia, Swaziland, Mozambique (23/11/2007) and Namibia (12/12/2007)
signed interim agreements, while Angola is still negotiating.

e South Africa is continuing to exporting to the EU under the TDCA.

e« SADC-EPA states plan on applying a full EPA by the end of December

Central Africa

«  Cameroon and the EU initiated an interim agreement on 17/12/2007.

e An interim agreement with Gabon may be concluded in 2008.

e The third non-LDC Republic of the Congo has shown little interest in the negotiations.

e The LDCs Central African Republic, Chad, Democratic Republic of the Congo, Equatorial Guineaand Sdo Tomé and Principe
export under the EBA initiative since 1/1/2008.

West Africa

*  The non-LDCs Ivory Coast and Ghana signed interim agreements with the EU.
e The remaining non-LDCs, Nigeria and Cape Verde, export under the standard GSP and underthe EBA initiative since 1/1/2008.
e« The LDCs East Timor, Kiribati, Samoa, Solomon Islands, Tuvalu and Vanuatu export under the EBA initiative since 1/1/2008.

e Afull regional EPA is expected to be concluded by the end of 2008.

Caribbean Region

+ Initiated a full EPA with the EU. The formal ministerial signature of the Caribbean-EU EPA is scheduled for June 2008.

Cooperation Agreement

EBA: “Everything But Arms”, GSP: “Generalized System of Preferences”, LCD: “Least Developed Country”, TDCA: Trade, Development and

Source: ZEl, Stefan Busse
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EPAs: Regional Integration or Disintegration of Africa

Liwaaddine Fliss*

The Cotonou Agreement, signed in 2000, is a
partnership agreement between the European
Union (EU) and the African, Caribbean and
Pacific States (ACP). Before the Cotonou Ag-
reement, European—ACP trade relations were
facilitated by the Lomé Convention, which
was signed in 1975. The Lomé Convention
was renewed and renegotiated several times,
and gave rise to Lomé |, Lomé Il, Lomé Il
and Lomé IV. Though the Cotonou Agreement
allowed for the continuation of Lomé IV non-
reciprocal trade preferences, it also provided
for the replacement of those preferences by
the Economic Partnership Agreements (EPAS)
at the end of 2007. On 27th September 2002,
the EU and the ACP countries officially open-
ed negotiations on EPAs. These negotiations
aim to replace the non-reciprocal preferenti-
al trade regime by World Trade Organisation
(WTO) compatible reciprocal trade agree-
ments. The process of EPA negotiations bet-
ween the EU and ACP countries has reached
a critical stage. As it became apparent that
negotiations on comprehensive EPAs would
not be concluded by the 31st December 2007
deadline, the EU proposed an interim solution,
namely interim agreements.

What are interim agreements?

Interim agreements serve as a means of cir-
cumventing the deadline without contravening
WTO rules while also safeguarding preferenti-
al access by non-Least Developed Countries
(non-LDCs) to EU markets. It is foreseen by
the EU that comprehensive agreements will
supersede interim agreements. As such, a
number of interim agreements contain ren-
dezvous clauses to this effect — to conclude
negotiations to a full EPA in 2008.

Current Position of the African Groupings

The African region has been negotiating EPAS
under four regional blocs; the Economic Com-
munity of West Africa States (ECOWAS), the
Southern African Development Community
(SADC), the Economic and Monetary Com-
munity of Central Africa (CEMAC) and the
East and Southern Africa (ESA).

The ECOWAS and CEMAC groupings have
rejected the idea of an interim EPA on the
grounds that it does not adequately address
the issue of binding commitments on develop-
ment dimensions of EPAs. They have opted
for the continuation of current negotiations
with a view to a completion of comprehensive
EPAs, which would require the extension of
the current WTO waiver.

The ESA and SADC groupings have agreed
to interim EPAs. In the case of ESA, the inte-
rim EPA, which is called the Framework Ag-
reement, covers trade in goods, development
cooperation, fisheries etc. They have also ag-
reed with the EC to conclude the negotiations
for a comprehensive EPA by the end of De-
cember 2008, which will replace the Frame-
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work Agreement. However, the ESA countries
do not have a common position on trade in
goods.

The East African Community (EAC), the Least
Developed Countries (LDCs), the small vulne-
rable economies comprising of the Island Sta-
tes of Mauritius, Madagascar, Seychelles and
Comoros, and the non-LDCs do not have the
same tariff liberalization schedule offers. The
ESA-EU Framework Agreements leaves the
ESA Countries, which are not in a position to
conclude the WTO compatible trading arran-
gement, the option of the Everything But Arms
(EBA) for LDCs and Generalized System of
Preferences (GSP) for non-LDCs.

EPA - Challenges posed to African integration

The African integration process has been
faced with a number of challenges over the
years that have slowed it down. How do the
EPAs affect regional integration process? Do
they pose a fundamental obstacle to the in-
tegration process? Or will an EPA eventually
strengthen regionalism and continental integ-
ration among African countries?

When initiated, EPAs are supposed to build
on and reinforce regional integration within
the negotiating regions. Despite this assertion
by the European Commission (EC), concern
remains that rather than supporting regional
integration efforts the EPA negotiations may
actually be undermining the process. This is
primarily due to the manner in which coun-
tries have configured themselves to negotiate
EPAs; the extent of the proposed liberalisation
involved, as proposed by the EC; and fear that
regional markets will open up to the EU coun-
tries before they are consolidated internally.

The Regional Economic Communities (RECs)
are the building blocks of African integration.
However, the four African EPA negotiating
groups appear to be further complicating the
rationalization of the RECs by splintering grou-
pings and do not entirely correspond to the
eight groups of REC. This has in some cases
splintered regional alignments by forcing Afri-
can countries to choose the body under which
to negotiate with the EC. For example, many
African countries, in particular in ESA, opted
to favour national interests over commitments
to regional solidarity and the overall regional
agenda when considering which regional EPA
grouping to join, with some countries shifting
from one configuration to another a few years
into the negotiations.

As result of the configuration of African coun-
tries during the EPA negotiation process, di-
vergence of opinion among countries and
regional groups concerning the choice of
trade regime adopted (some countries have
opted for interim, EBA/GSP). Consequently,
this situation could hinder the construction of
Customs Unions (both existing and emerging)
as well as the income individual countries de-
rive from these unions. Therefore, failure by
regions to sign a common EPA could prevent
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establishment of a Common External Tariff
(CET). Consequently, regions with a Customs
Union would defacto fail to be such, and those
embarking on such a union could be derailed.

A number of studies have been conducted
to assess the impact of EPAs on ACP coun-
tries. Most of these studies point out that the-
se EPAs will have adverse effects on public
finances and trade balance. It should be noted
that most ACPs rely on international trade ta-
xes for revenues. Once these taxes are elimi-
nated, they are expected to affect the amount
of revenues collected with far-reaching conse-
quences.

In addition, one recurrent concern expressed
during the EPA negotiations was that countries
in the same economic region might liberalize
different baskets of products and so create
new barriers to intra-regional trade in order to
avoid trade deflection. In this regard, there is
a need to stress that if regional groupings are
not sufficiently harmonised before a Free Tra-
de Area (FTA) is launched with the EU then
an EPA could create new barriers to intra-regi-
onal trade. In the event that African countries
within the same region fail to agree a common
exclusion list this would raise the likelihood of
having to maintain rigorous border controls
to differentiate between goods originating re-
gionally and goods originating from the EU.
Imposing these costly rules of origin checks
would reinforce barriers to intra-regional trade
rather than reduce them. Under these circum-
stances, an EPA could result in the creation of
greater barriers to integration. In the case of
EAC, by contrast, all members have joined the
EPA and have accepted identical liberalization
schedules. If these are implemented fully and
in a timely way economic integration will have
been reinforced.

Within the EPA negotiation process, if the EU
signs an FTA with various individual African
countries and the latter do not sign an FTA
among themselves, then only the EU bene-
fits because it has free access to all markets
whereas the African countries only have free
access to the EU market. Therefore, the in-
centive for exporters is to invest in the EU
country rather than in the African countries in
order to serve and access all of the African
markets. This scenario could make African
countries become increasingly dependent on
EU imports and further marginalise Africa in
the global economy rather than strengthen it.
EPAs are not the sole challenge facing the
attainment of regional integration in Africa.
However, if efforts do not focus on addressing
current constraints within the context of EPA
negotiations, the process risks further engrai-
ning the current problems of regional integra-
tion.

As way forward, EPAs should serve as deve-
lopment-orientated tool to eradicate poverty
and support the deepening of intra-African
trade; facilitate the implementation of regional
integration; be underpinned by the principle of
sequencing with African integration initiatives



taking precedence; and provide adequate re-
sources to build capacity to meet the EPA re-
quirements. The African negotiating countries
and groups should remain united in engaging
the EC on EPAs and strengthen the coordina-
tion and harmonisation of the positions.

These actions should be undertaken prior
to concluding a full EPA, which will require
a pragmatic extension of the interim agree-
ments so that African countries can realign
themselves along a common axis.

Progress in Pacific EPA Negotiations

Pacific Islands
GDP distributi-
on, South Center
2007: EPA Ne-
gotiations in the
Pacfic  Region.
Some Issues of
Concern, Analyti-
cal Note, Geneva
2007, S. 11.

* Ruth Knoblich

The negotiation process of a comprehensive
regional Economic Partnership Agreement
(EPA) between the Pacific ACP countries
(PACPs) and the European Union turned out
to be difficult and painstaking with regard to
a number of central issues. The intention to
conclude an EPA by the end of 2007 could not
be implemented. Merely Papua New Guinea
(PNG) and Fiji, two constituent actors of the
14 Pacific negotiating partners, came to agree
upon a first step with the EU by initialling a bila-
teral Interim Agreement on trade in goods.

Substantial divergences and the fact that the
EU conducted bilateral negotiations with PNG
and Fiji derogated the closedness of the Paci-
fic group and inflamed tensions between the
Pacific Island States and the EU at the end of
2007. Nevertheless, negotiations have been
continued in 2008 and gained momentum in
recent months. PACP ministers reaffirmed the
joint PACP-EU Declaration of October 2007 at
their meeting in Nadi in March 2008 to nego-
tiate a comprehensive EPA by the end of this
year.

Some unique characteristics distinguish the
Pacific region from other ACP regions. It is
composed of small island-states dispersed ac-
ross a large part of the Pacific Ocean far from
Europe. They are geographically isolated, with
few possibilities for ecnomic diversification and
exceedingly vulnerable to natural impacts like
sea-level rise and typhoons. Transportation
costs are very high — a structural disadvantage
for economic growth and market expansion.
The intra-regional trade at less than 0.2% is
marginal, but is however slowly but surely gro-
wing. Unlike other ACP regions, trade flows
with the EU are minimal. The region mostly tra-
des with Australia and New Zealand, followed
by various East Asian countries and the USA.
The European Union is the destination market
of around 11% of Pacific exports, while only

* Liwaaddine Fliss is Policy Officer- Integra-
tion , Economic Affairs Department , African
Union Commission
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4% of the PACP imports originate in the EU.
Therefore, overall an EPA would probably only
have a small effect on the region.

Fiji and PNG, the two largest PACP countries
in terms of population and size of their eco-
nomies, are an exception. Averaged out over
a five year period, around 90% of total PACP
exports into the EU and around 40% of total
PACP imports from the EU involved PNG and
Fiji.

A core objective of the EPAs is promoting re-
gional integration. The EU describes the EPA
process as a catalyser for regional economic
cooperation and integration within the Paci-
fic region — both seen as key instruments for
the integration of ACP countries into the world
economy.

European concepts for integration in the Pa-
cific region encounter the regional integration
process developed within the region itself. In
certain parts these concepts interfere. The Pa-
cific Island Forum (PIF), founded in 1971, is the
region’s political and economic policy base. It
comprises the 14 PACP countries plus Austra-
lia and New Zealand and has become ‘the nu-
cleus of pan-Pacific regional integration’ during
the last years. Instead of pursuing a compre-
hensive negotiation strategy with the PIF as a
whole, the EU preferred a separate approach
vis-a-vis Australia and New Zealand.

In 2005, PIF countries introduced the Pacific
Plan into force. This strategy paper aims to
strengthen regional cooperation in broad are-
as and to promote integration. All Pacific island
states agreed on it. Therefore, certain concep-
tual differences between this paper and Euro-
pean integration strategy pinpoint some dif-
ficulties accompanying the EPA negotiations.

The Pacific Plan promotes regional integration
from the bottom up and shows high sensitivi-
ty to the individual development issues of the
smaller island-states among the Pacific island
countries. Intra-regional trade among the 14
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Pacific island states is to be promoted by
the Pacific Island Countries Trade Agreement
(PICTA). In 2011 PICTA will be enlarged to in-
clude Australia and New Zealand by the Paci-
fic Agreement on Closer Economic Relations
(PACER) and will comprise all 16 PIF states.
A crucial point for some Pacific island states is
the linkage of EPA negotiations with PACER:
the moment when PICTA countries enter into
trade liberalisation negotiations with another
developed non-Forum country, i.e. the EU,
they immediately have to enlarge these nego-
tiations to include Australia and New Zealand.
Given Australia’s and New Zealand's trade
dominance in the region, there are fears that
some of the knock-on effects of the EPA may
include possible job losses in domestic indus-
tries, with competition from cheaper imports
and losses of revenue because of tariff reduc-
tions. Thus, even if the direct overall economic
effect of an EPA s likely to be small, its indirect
one is likely to be severe.

Disagreements between the EU and the PACP
countries which hinder EPA negotiations re-
main in certain areas, i.e. on rules of origin, on
investment as well as on development coope-
ration, but particularly in the fisheries sector
and on temporary labour mobility in the ser-
vice sector.

The fisheries industry shows the greatest po-
tential for future export growth and is regarded
as a key sector for the EPA by the PACPs. The
European market is the leading world market
for canned tuna and thus the EU is highly inte-
rested in access to the Pacific fishing grounds,
as well as in raw material for their canneries.
For PACPs the conclusion of an EPA requires
less strict rules of origin particularly in the fis-
heries sector.

The EU and the PACPs agreed on the service
sector to be included in the EPA in accordance
with the General Agreement on Trade in Ser-
vices (GATS). PACP countries emphasize EU
Mode 4 concessions — temporary movement
of labour - as a crucial issue. What they pro-
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pose is a quota-hased system for skilled and
semi-skilled workers moving to the EU. In the
view of the European Union, PACP’s propo-
sals on Mode 4 concern migration and there-
fore need to be discussed with individual EU
Member States.

A wide range of individual expectations and
concerns about the EPA exists among the Pa-
cific island states. For most of the PACP coun-
tries with low trade flows to the European mar-
ket, the combination of PACER-trigger effect
and the Europeans’ refusal of PACP’s Mode
4 request more than likely explained their lack
interest in negotiating a comprehensive EPA.
During a two day seminar in Madang at the
end of April 2008 it was proposed that PACP
countries explore their options regarding a
comprehensive EPA. Therefore national con-
sultations will be undertaken in all Pacific ACP
countries and their individual positions concer-
ning various trade-related issues - especially
EPA negotiations, PICTA and PACER - will
have to be analysed.

PNG'’s interest in the EPA is clear: It is prima-
rily concerned with ensuring access to the EU
market for its canned and otherwise processed
fish. According to officials, PNG would have
lost around 15000 cannery jobs if they had
not initialled the Interim Agreement. However,
PNG's interest goes far beyond access to the
European market. The PNG government de-
veloped the concept of the Maritime Industrial

Zone near Madang. This is a a major regio-
nal fisheries initiative in cooperation with other
PACPs which aims to harness the economic
benefits of the marine resources, especially
tuna. This initiative requires a development
fund for capacity building and technical sup-
port as well as European assistance in resul-
tant social and environmental problems. On
the other hand, strategic grants are provided
to the EU.

Fiji’'s major goal in concluding an EPA initial-
ling the Interim Agreement is the imminent
loss of the Sugar Protocol, affecting around
200000 people in Fiji, 25% of its population.
Fiji’'s conclusion of the Interim Agreement or
the EPA keeps the Sugar Protocol protected
as long as possible, instance until 2009. As
part of the EPA, the EU guarantees two other
transition periods for lower but set prices until
2015, when sugar will have to be traded duty
and quota free. The EPA will provide adjust-
ment funding through this process. In addition
to that, Fiji is interested in capacity building
in services as well as enhancement of trans-
port and infrastructure. Tourism is becoming
increasingly important in Fiji, and the islands
are establishing themselves as a hub for tra-
de among PACP countries, as well as a hub
onward transit for some PACPS’ international
trade.

It is becoming apparent that the way coun-
tries are handling Pacific EPA negotiations is

changing. The seminar in Madang, mentioned
above, showed a broader and more coherent
approach to the complex backgrounds of the
Pacific region. A comprehensive group con-
sisting of government officials — among them
representatives from the PIF Secretariat - to-
gether with civil society and business organi-
sations from PACP countries and from the EU
took stock of the EPA negotiation progress and
discussed the way ahead.

Despite such improvements, disagreements
on important areas of negotiation between the
EU and the PACP states remain. The lead spo-
kesman for the PACP trade ministers, Hans
Joachim Keil, advocated in July 2008 that
both sides should focus on finalising outstan-
ding issues, mainly on trade in goods. More
delicate topics like trade in services should be
suspended in order to stay on schedule and
could be revisited by rendez-vous clauses.
The European Union recently proposed the
CARIFORUM EPA as a benchmark in the con-
text of trade related rules. That proposal was a
knocked on the head by the Pacific ACP coun-
tries for being far too advanced and onerous
for small Pacific economies. To sum up, the
Pacific states and the EU have not quite ag-
reed what exactly a comprehensive EPAwould
look like, but both sides are confident of taking
the next step for the successful conclusion of
negotiations.

* Ruth Knoblich, University of Bonn

16. EU-ASEAN AuBenministertreffen
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EU-ASEAN Foreign Minister Meeting in Niirnberg during the German Presideny in 2007

The ASEAN-EU Relations

Chaesung Chun*

ASEAN-EU relations have developed over
past 30 years demonsrating a model for re-
gion-to-region cooperation. Thinking of most
bilateral cooperative relations based on state-
to-state relations, ASEAN-EU relations are
rather exceptional and seminal, especially in
the period of regionalization in the 21st centu-
ry. In addition, theoretically speaking, streng-
thening ASEAN-EU relations suggest one way
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of organizing global politics in the so-called
“postmodern” transition based on inter-regio-
nal politics. If the two regions of Europe and
ASEAN with their own drives toward regional
integration succeed in inter-regional cooperati-
on, global politics will take on a different shape
in the future. Since last year there have been
negotiations for a FTA between ASEAN and
EU(AEUFTA). In June, 2008, the fifth round of
talks took place in Manila, with the hope that
the FTA negations will soon be concluded.
Looking back upon the ASEAN-EU relations,
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they are grounded in long-term and diversified
cooperative relations. In February 1977, the
Special Meeting of ASEAN Foreign Ministers
in Manila decided to establish ties with the
Council of Ministers of the EEC and the Com-
mittee of Permanent Representatives (CORE-
PER). Through these mechanisms, ASEAN
could formalize its relationship with the EU. In
1994, the relationship was intensified with the
11th ASEAN-EU Ministerial Meeting (AEMM)
in Karlsruhe, Germany. At the Karlsruhe



meeting, there was agreement on the be-
ginnings of an ASEAN-EU Senior Officials
Meeting (SOM) which was launched in Sin-
gapore in 1995. In addition the New Asia
Strategy was inaugurated in 1994 and the
strengthened ASEAN-EU set the stage for
multi-level cooperation. This manifested its-
elf in the Asia-Europe Meeting (ASEM), the
ASEAN Regional Forum (ARF), ASEAN-EU
Ministerial Meeting (AEMM), ASEAN-EU
Economic Ministers Meeting, ASEAN-EU
Senior Officials Meeting, the Post Ministerial
Conferences (PMC) 9+1 and 9+10, and the
Joint Cooperation Committee (JCC) Meeting.
ASEAN is now the EU’s fifth largest export
market and also its fifth largest trading part-
ner. The EU is also the second largest tra-
ding partner for most countries in ASEAN af-
ter the United States. ASEAN exports to the
EU accounted for about 13 percent of its total
exports, while EU exports to ASEAN amoun-
ted to about 4.0 percent of its total exports.
The relationship between the two regions has
been expanded to many other areas such as
security, environments, human rights, disaster
relief, and energy. In November 2007, Com-
memorative Summit was held to celebrate
the 30th anniversary of ASEAN-EU relations.

In the Joint Declaration of the ASEAN-EU, a
“Plan of Action to Implement the Nuremberg
Declaration on an EU-ASEAN Enhanced Part-
nership” was produced. In that action plan,the
two regions decided to commit to further en-
hance ASEAN-EU dialogue and cooperation,
support the implementation of the UN Global
Counter Terrorism Strategy, promote disar-
mament and non-proliferation of weapons
of mass destruction, support the Initiative for
ASEAN Integration (IAl), and deal with the pro-
blem of Myanmar by supporting the mission of
the UN Secretary General. Also they tried to
Intensify the implementation of the activities
agreed under the Trans-Regional EU-ASEAN
Trade Initiative (TREATI) and the Regional
EU-ASEAN Dialogue Instrument (READI), and
deal with environmental issues such as clima-
te change, air pollution, and energy security.
One of the most important current issues bet-
ween ASEAN and EU is the FTA negotiation.
Since the 8th AEM-EU Consultation Ministers
Meeting on 4 May 2007 in Bandar Seri Bega-
wan, Brunei Darussalam agreed to enter into
the FTA negotiations, five rounds of talks have
been held. If the AEUFTA is concluded, it will
cover more than one billion people in 37 coun-
tries, based on region-to-region bilateral free

trade mechanisms. It is also expected that the
integration process of the ASEAN which aims
at creating a single market by 2015 will be ac-
celerated with the conclusion of the AEUFTA.
However, obstacles are not absent. There
are big discrepancies between the econo-
mies of the ten ASEAN members which make
the negotiations rather difficult. Countries in
ASEAN need to adapt to meet various natio-
nal conditions for their own national interests.
Another major obstacle is Myanmar. The EU
is imposing economic sanctions against the
junta, and insists that there should be some
signs of improvement in the situation of
Myanmar. The issue of EU human rights in
the partnership and cooperation agreement
prior to the conclusion of a free-trade agree-
ment needs to be appropriately dealt with.
Yet, despite all these hurdles, expected
gains for each sector, such as the rise in ex-
port and investment, fair trade, and more
cooperation in the area of business servi-
ces, will set the drive for further cooperation.

* Chaesung Chung, Associate Professor, Dep.
of International Relations, Seoul National Uni-
versity

Recent developments in EU-GCC relations - Chances and Obstacles

Stephan Busse*

Whereas EU negotiations on Free Trade
Agreements or Association Agreements
with other regional groupings like ASEAN
have only begun relatively recently, talks
with the Gulf Cooperation Council (GCC)
have been ongoing for about two decades
now - still without any sign of agreement.
Since the 1989 signing of a cooperation ag-
reement between the EU and the GCC, both
sides have been continuously attempting
to negotiate a Free Trade Agreement. Ha-
ving stalled for several years in the 1990s,
the negotiations resumed in 2002, with the
GCC Customs Union coming into force.
Although an agreement is periodically
announced as being imminent, most re-
cently under the German EU presidency,
the negotiations are still on-going. The
latest GCC-EU Joint Council in May ex-
pressed that “important progress has
been made” and noted that “the parities
are getting closer to an agreement’. At
the beginning of its EU presidency, Fran-
ce already stated that a conclusion on the
FTA would be one of it's main priorities.

Taking this into  consideration, what
are the reasons for the big efforts
being made to conclude the agree-
ment and why is it taking so long?
A Free Trade Agreement between said
two blocks would be the first ever bi-regi-
onal agreement of such dimension. Beside
this historic relevance, concrete oppor-
tunities are at stake for both sides, while
various obstacles hinder an agreement.
One of the EU’s key requirements for carry-
ing on with the negotiations was a common
market within the GCC. While the common
market was founded at the beginning of

2008, another project of high regional im-
portance is less successfull: the monetary
union. The appointed date of establishing a
full monetary union in 2010 seems to have
fallen of the drawing board.While the GCC
agreed on the foundation of a joint central
bank in 2009, it also signaled a delay in es-
tablishing a common currency. The main
reason is the record high inflation. Further-
more, there is also an ongoing discussion
about the decision to peg the currencies of
all member states to the US-dollar until a
common currency is established. While the
Oman decided to leave the whole project
in 2006, Kuwait stepped out of the line in
2007 by linking it's currency to a basket of
currencies rather than only to the US-dollar.
With the dollar flagging and the oil price ri-
sing, the pressure is increasing and concer-
ned member states to alter their strategy.
Whereas interregional trade only accounts
for 10 percent of the GCC members overall
foreign trade, the EU is the GGC’s number
one trading partner, stoking a natural inte-
rest in concluding a favorable FTA. In case
of the EU, this interest comes from the inc-
reased importance of fuels and derivatives,
which make up two thirds of imports to the
EU from the GCC. Having closer relations
of all sorts to the GCC might also become of
importance for the EU’s security policy con-
cerning the Middle Eastin the years to come.
One of the biggest obstacles for concluding
the FTA seems to be similar to problems in
other negotiations the EU is undertaking
with different regional groupings or single
states: the bundeling of questions concer-
ning non-trade issues like human rigths and
governance with trade issues in trade deals.
For years now, the GCC is bemoaning the
increasing number of conditions of various
sorts the EU is putting up for discussion.
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In June 2008, the Secretary-General of the
GCC,Al-Attiyah, affirmedthe GCC’scriticism
concerning the EU trade policy: “The GCC
countries reject the imposition of conditions
and political demands by the European side
in order to sign an economic agreement” .
Nevertheless, there are also problema-
tic economic issues that scupper ex-
pectations of a swift agreement. While
the GCC hopes to attract an influx of in-
dustrial investment from the EU in con-
cluding an FTA, GCC members still abi-
de by restrictions on foreign ownership.
On the other hand, the GCC is criticis-
ing the EU for protectionism by impo-
sing tariffs on imports of aluminium and
petrochemical products from the GCC.
While both sides strive for better access
to the market of the other region, the sta-
tus quo favors European companies. This
way, the pressure is on the GCC to bring
the negotiations to a successfull end,
which might help the EU to assert the
said non-economic additions to the FTA,
even if the talks drag on for years to come.

1. http://www.consilium.europa.eu/
ue Docs/cms_Data/docs/ pressData/
en/er/940/36.pdf, 27.07.08.

2. http:/lwww.arabnews.com/?page =6&
section=0&article=111422&d= 2&m=
7&y=2008, 27.07.08.

3. http://mww.middle-east-online.com/
english/?id=26374, 27.07.08.

* Stephan Busse, Martin-Luther-University
Halle-Wittenberg
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Three Questions to Freddy Ehlers, Secretary-General of the Andean Community (CAN)

1. The CAN currently seems to be divided:
while Peru and Colombia strongly favor
liberal economic models, Bolivia in parti-
cular does not favour this path. Could this
conflicting situation lead to the end of the
CAN?

Surely not. Since the difference in economic
approaches among member countries beca-
me evident, we have been able to work out a
regional integration model of “unity in diversi-
ty”. The basic principles of this model are tole-
rance and respect.

Andean countries realise they cannot do wit-
hout regional integration in an era of globalisa-
tion. Further, they acknowledge the benefits of
almost 40 years of integration in the CAN and
are not willing to lose them. Beyond economic
models, they work together on a day-to-day
basis in dozens of programmes related to so-
cial development, environmental policy, exter-
nal relations, political cooperation and trade.

In fact, there are many more points of agree-
ment than of disagreement among member
countries and there is a clear political will
shared by their governments to push forward
the integration of the Andean region.

2. What powers does the General Secreta-
riat have to help to overcome the current
existing discrepancies between the mem-
ber states?

The General Secretariat, according to article
30 of the Cartagena Agreement, is responsib-
le of ensuring the application of this

Agreement and compliance with the provisi-
ons that comprise Andean Community Law.

Bi-Regional Relations EU-CAN

Freddy Ehlers (Ecuador), Secreta-
ry General of the Andean Com-
munity of Nations/ Comunidad
Andina de Naciones (CAN)

In that respect, we contribute to upholding the
rule of law in the integration process, thus hel-
ping to solve discrepancies peacefully. May |
remind that our dispute solving mechanism is
considered to be the most advanced among
regional integration organisations in the Ame-
ricas.

We also share with member countries the
power of initiative, which is key to propose
ways to move forward and deepen regional
integration in spite of differences that may
arise among member countries on specific
subjects. For instance, we have achieved pa-
thbreaking advances in cooperation on env-
ironmental issues, particularly related to the
fight against climate change and the conser-
vation of our biodiversity, as a result of the Ge-
neral Secretariat's proposal to give this matter
the highest level of priority.

3. How does the rift over the EU “Return
Directive” on undocumented immigrants
relate to the recent freezing of negotia-
tions between the Andean Community and
the EU?

The EU has made it clear that negotiations
were suspended due to the lack of consensus
among Andean countries in two of the fourte-
en existing subgroups under the trade pillar of
the Association Agreement. We do not believe
the discussion over the “Return Directive” is
related to this matter and we hope to relaunch
negotiations as soon as possible — hopefully
in September 2008 - in order to sign the Ag-
reement before the end of next year.

Besides, | would like to point out that the An-
dean Community has a firm stance regarding
the protection of migrants. Our land has wel-
comed European migrants for centuries and
we expect a similar treatment for our migrants.
We expressed our views to the EU in a letter
signed by the four Andean Ministers of For-
eign Affairs and will present a common posi-
tion at the Manila Global Forum on Migration
and Development.

In reply to the Ministers’ letter, the EU has re-
newed its commitment to dialogue on this is-
sue, as it was agreed at the EU-LAC Summitt
in Lima. We are confident that this will happen
and will be ready to engage in talks in order to
press for more favourable conditions for our
migrants as well as to ensure countries of ori-
gin can take full advantage of migrants’ contri-
bution to their development.

Questions: ZEl, Ariane Kosler

At the 17th CAN Presidential Meeting in Tarija (Bolivia) in June 2007 the EU and the CAN (Comunidad Andina de Naciones) announced
the launch of negotiations for a comprehensive Association Agreement between both regions. The objective of this Association Agree-
ment is to have a closer strategic bi-regional cooperation through three pillars: political dialogue, cooperation and trade.

Three rounds of negotiations for the establishment of an Association Agreement between CAN and the EU were held. In terms of trade
negotiations, it was agreed to exchange basic information about the base tariffs, which was the starting point for the CAN’s tariff reduc-
tions and of the tariffs applied by the EU in Nov. 2007. Advances were made at the meetings of the negotiating committees, although
there is still an evidence of existing asymmetries between the two blocs.

Source: ZEI, Pavlina Georgieva; Christoph Kornes
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