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OI Initial Submission to Joint EU-Africa Strategy Consultation 

Towards a joint Africa-Europe Partnership Strategy

This paper sets out Oxfam International’s views on various elements of the proposed Partnership between Africa and Europe. Oxfam has become increasingly concerned about certain trends that are undermining the potential of the existing framework for relations between the European Union (EU) and Africa. We believe that real partnership, transparency and mutual accountability should be central elements of the EU-Africa Strategy.  The strategy should be grounded in Africa’s needs, political processes and expectations and the priority should be on promoting development.  

A. Trade, Investment and Regional Integration

I. Introduction

Equitable and sustainable structural transformation of African economies is a pre-requisite for improving livelihoods across the continent. Despite decades of reform often led under structural adjustment programmes, and a very high level of openness, most sub-Saharan African countries remain highly dependent on a narrow range of mineral and agricultural commodities, with low levels of value-addition and low potential for job creation. Africa’s share of world trade has declined from 5.5% in 1980 to 2% in 2003, and of this trade there is an overwhelming dependency on trade with the EU. 

Stimulating growth that enhances welfare, creates quality employment, and fulfils social and economic rights requires holistic economic policies and the political space/will and financial means to implement them - at national and continental levels. These policies need to reflect the aspirations and values of all sectors of society and to further regional integration and a process of sustainable agricultural reform and industrialisation. 

As one of Africa’s leading economic partners, in terms of trade and investment, as well as wider financial support through aid finance, the EU could play an important and significant role in supporting holistic and equitable economic transformation across Africa.

II. Regional Integration

A number of prominent African academics and organisations have strongly argued that economic transformation can be brought about by the interlinked processes of continent-wide integration, and upgrading productive capacities of the economies. The 1980 Lagos Plan of Action (LPA) followed by the signing of the Abuja treaty in 1991 demonstrates the common desire to establish the African Economic Community (AEC). Six steps were identified to achieve the AEC, beginning with sub-regional trade areas and custom unions, moving towards common markets and ultimately to Regional Economic Communities (RECs) as the foundations.

The regional market is critical to this process. Given the small size of most African economies and their tendency towards dependency on a few primary commodities, regional integration among groupings of developing countries can offer these countries mutually beneficial development gains. Such trade arrangements can promote the pooling of resources, expanded markets, increased intra-regional trade and investment, greater diversification and value addition. In turn they can reduce dependency on a small number of Northern markets and diminish vulnerability to a downturn in those markets.  Moreover, in the longer term such regional projects could place countries in a stronger position to trade in higher value-added products on a more level playing field with major trading partners like the EU. 

Regional integration needs to be pursued in tandem with adding-value to production. Upgrading the productive capacity of the economy and diversifying production is key, as higher-added products tend to experience more elastic demand and less volatile prices, as well as linking wages and consumption to domestic production, offering potential for higher-wages and higher-productivity economies.  Regional integration offers prospects for ‘internal’ integration, fostering linkages across and within sectors, between the rural and urban economies and between consumer, intermediate and capital goods industries. 

African governments recognise these potential benefits, and the majority of countries are involved in varying forms of regional economic integration initiatives, as well as continent-wide initiatives.  For many countries, the regional market is playing an increasingly important role – as they already export higher-value added products to the regional market than they export to the international markets. 

As the EU’s own experience shows, regional integration across Africa is a slow and complex process and requires a major and often costly reorientation of the economy. In many countries market infrastructure and institutional frameworks are geared towards international exports, and the intra-regional enabling environments for trade tend to be weak.
As one of the world’s most integrated political and economic regions, the EU can provide valuable inspiration, political and financial support to regional integration 

III. Trade

Trade policies have a critical role to play in supporting economic development across Africa. These policies are increasingly set through agreements in international arenas. Whilst the World Trade Organisation has set trade rules that have implications for African countries, it is a new generation of bilateral/regional trade and investment agreements that will critically determine the types of trade and wider economic policies that governments can use to support development

The ongoing negotiation of Economic Partnership Agreements (EPAs) between African, Caribbean and Pacific (ACP) countries and the EU will have a decisive impact on the trade and economic policies of African countries. For most African countries, the EU is the single most important trade partner and thus any agreement with the EU will have substantial implications. 

The EU’s current proposals are in danger of undermining the very policies that African countries require to promote regional integration and transformation of their economies. There are widespread and justified fears that the configuration of the EPA negotiating blocs will undermine rather than promote regional integration. Furthermore, the trade in goods component of the agreements requires the liberalisation of tariffs, which threatens the viability and livelihoods of existing rural producers and industry and has sombre implications for government budgets. Moreover, the current proposals would entail African governments freezing all remaining tariffs at zero, effectively relinquishing the right to use tariff policy as an instrument for development. 

The EU proposes that these agreements should include rules on services, investment, competition, intellectual property and government procurement. As such, these proposed agreements are far more than trade agreements, and enter into areas of domestic economic policy that have not even been discussed in many African countries, let alone agreed at a regional or continental level. Whilst rules in all these areas are needed for development, it is imperative that such rules reflect the changing needs and priorities of the countries concerned. Despite the EU’s insistence on including these issues in any agreement, it is not clear what African countries would gain and the costs could be high. All the benefits of such rules are available to African countries on a unilateral basis, and agreeing to them in an agreement with the EU would require countries to consult the EU when they needed to change these specific rules - undermining national and regional policy flexibility.

Nothing short of a radical rethink of the EU’s proposals for a partnership in trade is required. 

IV. Investment - FDI

European countries remain one of the most important sources of private investment in Africa, notably in terms of foreign direct investment (FDI), but also in terms of remittances. 

FDI can play an important role in the transformation of African economies, but the impact that investment has depends critically on its quality – not only its quantity. Importantly, it depends on its ability to complement domestic investments.

FDI flows to Africa are at an all time high. Total FDI inflows into Africa surged to reach $31 billion in 2005, representing a historic growth rate of 78%. Much of this FDI came from EU countries. Unfortunately, this FDI contributes very little to development. 

FDI in Africa has traditionally been geographically and industrially concentrated. In 2005 five countries (South Africa, Egypt, Nigeria, Morocco and Sudan) accounted for 66% of the region’s inflows and the majority of the inflows were concentrated in mining, particularly oil and gas, although there was also investment in services. This reflects a long-term trend, the 24 countries in Africa classified by the World Bank as oil- and mineral-dependent have on average accounted for close to three-quarters of annual FDI flows over the past two decades. 

FDI in mining can support development by increasing government revenue.  However, developing country governments receive astonishingly little of the wealth generated. In addition, the mining sector generates few jobs, has low levels of linkage to the rest of the economy, and is all too often associated with abuses of the environment and human rights, such as the pollution of water supplies, displacement of local communities, and abuses of the rights of indigenous peoples.
Africa’s real challenge is to attract FDI into sectors that will generate jobs, but very little FDI enters manufacturing. Furthermore, despite the prolific signing of international investment agreements, investors in manufacturing seem to be leaving, not arriving. In recent years, countries such as Kenya, Lesotho, Mauritius and Uganda had begun to receive FDI in their textile and apparel industry, in part under the African Growth and Opportunity Act (AGOA), but the trend changed following the end of Multi-Fibre Arrangement (MFA) quotas in 2005. A number of trans-national corporations (TNCs) in that industry in Africa have been relocating. In Mauritius, there was a 30% decline in the volume of garments manufactured in 2005. In Lesotho, six textile firms closed, leaving 6,650 garment workers jobless.

African countries face severe supply-side constraints and their efforts to promote regional integration have been too limited to allow economies of scale. As a result they have been unable to attract FDI that will enable them to participate competitively in the international production networks of TNCs, and ACP countries remain largely unable to attract investment into manufacturing. 

The challenge for EU-Africa relations is to think critically about how to attract and regulate the type of FDI that will support equitable growth, creating employment and supporting the upgrading of local industry.

V. Investment - Remittances

Remittances are a second area of investment that requires attention. In many African countries, remittances are more significant than FDI as a source of investment, and a large proportion of remitted funds come from Africans working in EU countries. In some African countries remitted funds are estimated to be equivalent to a quarter of gross domestic product.

Remittances have been paid relatively little attention, but they are not only larger than FDI, but they are can arguably have a greater direct effect on poverty reduction and are a vital source of start-up capital for many small and medium size enterprises. Unlike large FDI projects, remittances can directly improve the livelihoods of the poor. 

Remitted funds face constraints however. As they are remitted in relatively small quantities at a time and often through informal channels, they are often subject to high banking charges and they are not given any tax breaks. 

Remittances are a relatively unexplored but important issue that any EU-Africa partnership should reflect upon as they have the potential to play a significant role in poverty reduction and pro-poor growth.

B. Peace and Security

I. Introduction

The EU has a vital role to play in helping to protect civilians, prevent conflict and consolidate peace around the world.  So far, it has not fulfilled the potential to do so.  The EU must demonstrate more clearly that it is willing and effective in upholding its ‘responsibility to protect’ populations threatened by genocide, war crimes, ethnic cleansing and crimes against humanity – the commitment made by the EU member states and the African Union (AU) member states at the UN World Summit in 2005. This will require taking measures to help prevent conflict and the gravest violations of humanitarian and human rights law, as well as taking immediate actions where these violations occur, and helping to rebuild societies to prevent renewed violent conflict. 

In particular, the EU and the AU should:

· Agree on establishing mechanisms to monitor violations of humanitarian law, signs of state failure, and emerging conflict, in order to take timely action to prevent and stop such crimes.

· Prioritise support for the successful negotiation of a robust International Arms Trade Treaty – with the high-level diplomacy required; tighten the regulation of arms transfers
 from the EU to Africa by making the EU Code of Conduct legally binding; and resolve the current stalemate over the EU SALW Strategy in order that measures to research, assist, support and accompany the implementation of activities to combat the proliferation and misuse of small arms will be mainstreamed across the EU's pillars.
· Acknowledge their commitment under the Responsibility to Protect to use civil and military mechanisms for preventive crisis response, or swift action in conflict to uphold the principle.

II. Positions and suggestions 

Oxfam welcomes the engagement of the EU and AU in the protection of civilians, but it is crucially important that both organisations promote protection more coherently and consistently in countries threatened by or already experiencing violent conflict. Oxfam believes that the EU and AU could maximise their impact in Peace and Security by focusing far greater efforts under the framework of the Responsibility to Protect. They should make the protection of populations from crimes against humanity, war crimes, ethnic cleansing and genocide the overarching aim of preventive and reactive measures in countries liable to the worst effects of violent conflicts.
The Responsibility to Protect (R2P) or similar principles have been incorporated into African regional and sub regional instruments more than in any other region, including in the AU constitutive act, the ECOWAS Mechanism for Conflict Prevention, Management, Resolution, Peacekeeping and Security, the SADC Protocol on Politics, Defence and Security Co-operation.

Such an approach will include devoting existing resources to supporting states in their obligation to fulfil R2P, and, as a last resort, using these resources for coercive measures under authorization of the UN Security Council, which serve the overriding objective of protecting civilians.
 

In particular:

(i) The EU and the AU should ensure that there are efficient monitoring mechanisms and early warning systems to identify and record violations of humanitarian law/signs of state failure as well as serious human rights violations, in order to be able to address tensions at the right time, and in the right manner.

(ii) The EU should take a strong stance to help control international arms transfers to prevent the escalation of future conflicts.

· Ensure that discussions for an International Arms Trade Treaty fully reflect existing standards of international human rights and humanitarian law;

· Regulate transfers originating from the EU by making the Code of Conduct a legally binding document;

· Resolve the current stalemate over the EU Small Arms and Light Weapons Strategy in order that measures to research, assist, support and accompany the implementation of activities to combat the proliferation and misuse of small arms will be mainstreamed across the EU's pillars;
· Streamline Council/Commission activities on the control of small arms in post-conflict scenarios, favouring those mechanisms which provide for reliable longer-term resources over those which make funding subject to individual decisions on every component of activity.
 

(iii) The EU and the AU should agree on using all measures to help, or put pressure on states, to fulfil their responsibility to protect.
· This requires the EU and AU to develop and implement a range of measures, including mediation, negotiation and active diplomacy, sanctions, legal measures, and the use of military force as only a last and exceptional resort.

· If monitoring mechanisms or other information sources show that there is a risk of atrocities such as genocide, ethnic cleansing, war crimes, or crimes against humanity taking place in any country, the EU and AU should commit themselves to do all within their capacity to bring such atrocities to an end.

· The EU should use financial and in-kind support to sustain efforts for the protection of civilians and support institution-building measures in fragile states, in particular in the area of security-sector reform and disarmament, demobilisation and reintegration.

III. EU-AU Peacekeeping

As the EU is often perceived as more neutral player than the US and UK (especially in north Africa after the damage done in Iraq and ‘double standards’ associated with the Security Council’s approach to the Arab-Israeli dispute), it has a key role to play. Some of the behind the scenes work on facilitating political processes have been key, for example, in country work within Sudan. However, in some areas the EU has been noticeably quiet when it could have lent support and encouragement to African processes like the Juba talks on Uganda.

EU financial support to the AU peacekeeping operation in Darfur, Sudan, has been essential. The EU needs to sustain its engagement into longer term commitments, as well as encourage other donors to contribute – it is shocking that there have really only been a few major donors supporting AMIS in Darfur (EC, UK, US, Canada).

The Africa Peace Facility
Given the reality that there have been few other major sources of funding for AMIS, the Africa Peace Facility (APF) has proved to be an extremely important mechanism to help ensure protection of civilians in the case of Darfur. This comes with several caveats however:

Need for a non-EDF funding channel for the APF 
At present the European Development Fund (EDF) has been used as a last resort for APF funding, in the absence of the APF having its own sustainable funding mechanism.  However, EDF funds are intended to be used for the sole purpose of poverty eradication, rather than peacekeeping or peace support operations, as the current OECD’s DAC criteria for ‘official development assistance’ state.  It is therefore, vital that alternative budget lines are put in place to ensure sustainable funding for the African Peace Facility. The idea of a Trust Fund to be funded through voluntary contributions, as proposed by Germany, has now been agreed and is one promising channel to which donors should commit given the difficulties surrounding the use of EDF money for the APF.  
Improving the use of the APF 

Where the APF has had to be used, it has consistently faced funding shortages and requires more serious support from EU member states. Furthermore, disbursement of funds should be carried out rapidly in response to need, and not subject to political pressures and therefore long negotiation processes. Finally, the reporting processes have been arduous for the AU in Darfur resulting, for example, in delayed payment of personnel in Darfur. Despite legitimate concerns about accountability, ways of reducing reporting requirements should be sought including a common mechanism among all major donors to avoid multiple reporting requirements. The experience with Crown Agents reporting requirements causing suspension of payment of daily allowances for 4 months should be unnecessary when peoples’ lives are affected by poor delivery of protection. 

Capacity building:

The EC should be more ready to offer support to the AU in terms of negotiating the provision of financial experts to help in financial management of large and complex operations like AMIS. While African ownership is important, we have seen in the Darfur case that more expertise is required to manage funds and account for them in Addis/Sudan. Providing more expertise along with funds may not only avoid delays in payments but would encourage donors to agree more easily and with greater confidence to disbursement of funds, and provide timely information flow and opportunity to influence.

African forces just like other regional forces can play a vital role. They should not however be substitutes for the overall responsibility for international peace and security, which lies with the UN Security Council. The EU and the rest of the international community should therefore help the AU build its capacity, not just in financial management, but in planning and operational aspects as well, particularly given that the AU has conducted relatively few missions in its short period of existence.

However, the greatest threat now is that EU member states and other industrialised countries abdicate their responsibility by failing to provide sufficient troops and other support to UN operations, and to the AU. In specific crises, it is vital that UN operations are supported when they are necessary to protect civilians before or after the AU has the capacity to do so.

To avoid the AU overstaying in a given context and the UN abdicating its full responsibility, the AU needs to be proactive and clear about its exit strategy early on and balance its engagement in one conflict with others. The handover of AMIB in Burundi to the UN is a good model. The experience of depending on the AU for protecting civilians in Darfur has contributed to a failure of the international community in its responsibility to protect partly because there was no exit strategy, although there were other factors at play including at the earliest stages of planning. 

C. Development 

I. Introduction  

The EU made a series of historic pledges between 2002 and 2006 to significantly increase the amount of aid it provides and to improve the quality of this aid to ensure it is effective in the fight against global poverty. It is now vital that the EU delivers on these promises in a genuine and predictable manner.  This means: 

· All EU member states living up to their promise to increase their aid, without artificially inflating their figures, with debt cancellation and spending on refugees and educating foreign students in Europe. 

· All EU members states setting year-on-year binding timetables for aid increases 

· EU net aid to Africa doubling by 2010

· The EU meeting and exceeding the Paris Declaration aid effectiveness targets and the additional European aid effectiveness agreements. 

· All EU member states committing to channelling fifty percent of their bilateral aid through budget or sector support, as the EC has agreed to do already with its multilateral aid

· The EU providing more aid on a long-term basis (six years or over) and phasing out the practice of attaching economic policy conditions to aid.  

II. Aid Quantity

In 2005, 15 European member states agreed to increase their aid to 0.7% of gross national income (GNI) by 2015. As part of this agreement they set a series of interim aid targets in 2006 and 2010. Official figures released by the OECD this year, showed that the EU15 are on track and have met their collective aid target in 2006. However, almost one third of EU aid - €13.5 billion - was artificially inflated due to EU member states including debt cancellation and spending within Europe on refugees and foreign students´ education as aid. If these non-aid items are deducted from official figures, EU member states missed their collective 2006 target of giving 0.39% of gross national income (GNI) as aid, providing only 0.31%. If EU member states continue to significantly inflate their aid figures with these items, by 2010 poor countries will have received nearly €50 billion less than what they have been promised.

Why should these items not be classified as aid? Debt cancellation is vital for poverty reduction. However, poor people need aid and debt relief. Governments recognised this officially at the UN Financing for Development Summit in 2002 and the EU Council reiterated this point in the Monterrey Progress Report April 2006. Counting debt relief towards the 0.7% target effectively means that the value of the debt is being offset by a reduction in the aid that would otherwise be delivered in order to meet the target. In addition, the way debt is counted as aid is misleading because rich countries count the full cost of the cancellation over a very short period. However, the savings made by poor countries are spread over a much longer timeframe. This means aid figures are inflated by apparently huge amounts, even when the actual money available to spend fighting poverty is far less. If EU member states continue to significantly inflate their aid figures with these items, by 2010 poor countries will have received nearly €50 billion less than what they have been promised.
With regards to spending on housing refugees in Europe and educating foreign students in Europe, whilst these are an important part of EU member states’ international responsibilities, they do not deliver new resources for poor countries and are not expenditures that citizens consider to be aid. 

EU member states must stop the practice of inflating their aid with non-aid items and genuinely increase their aid budgets setting year-on-year binding timetables to meet the EU aid targets.

III. Aid Quality  

In order to fight poverty, the EU not only needs to provide more aid, it also needs to provide better quality aid.  The EU has made some welcome commitments towards improving aid effectiveness which must be met, including agreeing to meet the Paris aid effectiveness targets and setting its own targets on joint analyses and multi-annual strategic planning. In addition the EU must also ensure a greater percentage of aid goes to poor countries which need it most.  It should also provide more aid on a long-term and predictable basis and provide more aid via budget and sector support. In order to achieve this the EU should:  

Double Aid to Africa 

EU member states committed to increasing aid to Africa. Yet aid volumes to Africa, excluding debt cancellation, have been static since 2004 and Africa is receiving a decreasing rather than a growing share of European aid resources. Sub-Saharan Africa is the poorest region in the world, with 70% of people living on less than $2 per day. In 2004 aid to Africa without debt cancellation amounted to 41% of global EU aid spending. In 2005, it amounted to only 37%.  This trend must be reversed, with the EU increasing the share of its aid provided to Africa.

Increase Aid Predictability 

Currently, there is still a big difference between the funds that donors commit to give to developing countries within the fiscal year and the actual amount disbursed. A recent survey by the OECD, for example shows that Zambia was scheduled to receive USD $930 million in 2005, but donors only disbursed USD $696 million - nearly one third less. The European Commission and all bilateral European donors need to improve the predictability of their aid flows, and not just within the year, but also over longer periods in order to enable developing countries to plan and spend aid money more effectively. 


Provide More Aid via Budget or Sector Support 

The European Commission and the EU member states need to provide more aid directly to developing countries national budgets, either centrally supporting a government or supporting a particular sector such as health.   This is the best means for supporting committed developing country governments to scale-up delivery of essential services, assisting them with building effective and sustainable public health, education and water and sanitation systems which are accessible to all. It is, for example, one of the only ways of enabling aid money to be used to cover recurrent costs, like the salaries of much-needed education and health workers. Given the present 4.2 million missing health workers and 1.9 million missing teachers, it is vital aid money can pay for these important salaries. 

The European Commission has already signed up to providing 50% of its aid via budget support. However, over 90% of the additional EU aid flows will come via member states bilateral aid. It is therefore important that EU member states also make the commitment to provide 50% of their bilateral aid via budget or sector support. 

Provide More Long-term and Conditionality-Light Aid 

The EC and the EU member states should also move towards providing more of their aid on a long-term basis and should stop the current practice of attaching economic policy conditions to their aid. With this regard, the European Commission’s proposal for ‘MDG contracts’, which would provide six-year budget support and come with a reduced number of conditions set around the attainment of the Millennium Development Goals, should be supported by member states and put in place immediately. Member states should also move towards providing more long-term aid (over six to ten years) and phasing out attaching economic policy conditions to their aid. 

Fully Untie Aid

Tying aid to the purchase of goods and services from donor countries continues to be a serious problem affecting the quality of EU aid. Most European governments still tie their aid. This practice results in an increase in the cost of purchasing goods and services, meaning that poor countries can afford to buy significantly less. It also acts as an expensive subsidy to donor country industries and jobs, and can potentially damage poor country markets. Untying aid would increase the value of aid by up to 30%. 

Ensure Greater Policy Coherence 

Too often, there is a gap at the EU level between the stated objectives and intentions on the one hand, and reality on the other hand.  Competing priorities co-exist both at EU level and between the EU's policies and those of the member states.  This leads to EU policies which should benefit the poor being negated by other EU policies that are detrimental.  Despite the rhetoric and repeated commitments, policy coherence for development is in practice missing in many areas of EU policy.  Even where EU policy is indeed coherent with development objectives, the implementation of those policies frequently lacks coherence with those objectives. 

Furthermore, there continue to be institutional divisions within the Commission which cause significant problems to the coherence and consistency of aid programmes. These revolve around the split of development aid regional policy and programming between the EC’s Directorates-General for Development (ACP) and for External Relations (ALA, MEDA etc), with EuropeAid undertaking the contract issuing and management of the implementation of the Commission's aid programmes.  This division of responsibilities within the Commission and the gap between development policy formulation and implementation prompts considerable concern about the possibility of achieving a consistent and coherent development policy.

*  *  *  *  *  *  *  *  *
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� In order to mitigate the risk of misusing the responsibility to protect to justify aggressive military action, any use of force must meet the five principles Kofi Annan proposed as a threshold for military action 


� United Nations Disarmament Research, ‘Pilot Project: European Action on Small Arms and Light Weapons and Explosive Remnants of War, an executive summary’, � HYPERLINK "http://www.unidir.org/pdf/UNIDIR%20executive%20summary%20European%20Action%20on%20SALW%20and%20ERW.pdf" ��http://www.unidir.org/pdf/UNIDIR%20executive%20summary%20European%20Action%20on%20SALW%20and%20ERW.pdf�, last visited 25 July 2006. 
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