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INTRODUCTION

L. Iaternational trade in food products represents an important part of total trade. In 1992.
CXpOrt Of “uod products represented .6 percent of total world cxports whereas 1mports
represented (.2 percent of total world imports. For .Africa. this proportion is even more
important. “or the same vear. .\frica’s ¢xports of food products represented 20.5 percent of the

CONUNENI s [0l IMports: for the export side. 1his proportion was (3 percent 1.

i The term ‘ood” can be understood dirferently depending on the context in which 1t 1s
used. Throughout this paper. "Food" wiil be understood as "any material consisting of
carbohvdrates. 1ats. proteins. and supplementary substances (as minerals. vitamins) that is taken
or absorbed into the body of an orgamism i order to sustain growth. repair. and all vial
processes and (0 turmsh energy for ail acuvity of the organism” 2/.  This definition is
completed nv the rollowing classification winich shows what 1s considered 0 be food in
international trade transactions. [Food items are listed in section 0. division 01 to 09 ot the
Standard International Trade Classitication (SITC) under the following: (01): Meat and meat
preparations: (02): Dairy products: (03): Fish (not including marine mammals). crustaceans.
moilusc ang aquatc invertebrates. and their preparations: (04): Cereals and cereal preparations:
(03): Vegerabies and truit: (06): Sugars. sugar preparations and Honey: (07): Coffee. tea. cocoa.
spices. and manutactures thereor: (08): [Feeding swrf for animals (not including unmilled
cereals): wna (09): Miscellaneous edible products and preparations. To these shouid also be
inciuded 1rems of section | (beverages and topacco). section 4 (animai and vegetable oils. fats

and waxes) and those rrom division 22 (oiiseeds and oleaginous fruit) 3/.

3, Alrica s dependence on tood imports has increased over the vears. In 1989-1991 for

instance. .\frica spent almost half of its export earnings on imported tfood products. With the

= Unzcsqa laticns 1264}, NCTRD Commodity Yearbook 1994
. cesraing ©o Webstars “hirzd llew International Dictionary:.

ocns 128%), Jtzncard International Trade
z2n sSITZY), Zewvigion 3, Series M, No. 24, New
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‘mplementation ot the Uruguay Round Agreements. .\frican countries are expected to be more
adverseiv atrected by therr trade in food products. at least in the short to medium term. for two
main reasons. n the one hand. African countries are expected to lose their traditional market
shares due to the ract that the liberaiization process brought about by the Uruguay Round will
crade therr preterential trade margins negotated within the tramework ot the Lome Convention
and the GSP Schemes.  Their crosion will have negative consequences on Africa’s export
carmings.  On the other hand. the cut in supsidies to the agricultural sector in developed
countries. which constitute the main sources or :\frican countries’ food imports. wiil increase
international {ood prices and hence their tood import bills. As a resuit. African countries will
sutfer trom the depletion of their meagre roreign exchange which wiil have a negative impact

on ther balance-or-payments.

4, {t1s 1n this perspective that the present study wiil be carried out. Under the title "Impact
of the Uruguay Round on Trade in Food Products'. this paper will attempt to look into this
issue within an African perspective. (hapter one wiil review the trend in Africa’s trade in food
products. (hapter two will analyze the different provisions of the Uruguay Round that may
affect mternational trade in food products. ( hapter three will attempt to draw the likely impact
of these provisions on Africa’s trade n food products and the African countries’ balance-of-
payments. [n the light of the deveiopments in chapter three. chapter four will draw conclusions
and policy recommendations with the aim or enabling African countries derive maximum

advantage trom the implementation or the Uruguay Round Agreements.
CHAPTER [: OVERVIEW ON AFRICA’S TRADE IN FOOD PRODUCTS
v. AFRICA’S TRADE DEPENDENCE ON FOOD PRODUCTS
s e Atrican conunent 1s known 1o be the most vuinerable part ot the world to food

‘mports.  vmone 31 Low-imcome 1ood deticit countries (LIFDCs) in the worid with the lowest

capacity to finance their rood imports surveved by FAO in 1990. 19 or them or 61 percent are
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irom .Atrica 4., Many African countries have indeed been excessively dependent on food
MPOrts tor many vears. with their situation worsenming over the vears. This tendency 10 a

Sontnuous overdependence on 1ood 1mports 1s shown n able 1.

Fabte: 1: Selected indicators o1 food-1mport si1ze and welght 1n total trade ro Sub-

Naharan Africa.

| : Africa’s share 1n FFood imports i Food imports over | Per capia

i ] t 1

| | worid Food imports | over total imports | export earnings food

imports

! :

| 1961-63 1 1.2065 L0190 0.279 22
1975-77 | 10.2109 ().188 0.326 6.7
1989-01 | 0.2534 0.208 0.477 13.1

Source: Data extracted from FAQ (1995). The State of Food and Agricuiture 1995, p. 44

We calculated data on the Atrica s share in world food imports.

o. [t shoutd be noted that. wnile Africa 18 highly dependent on rood imports. the continent
also exports important quantities of food to its traditional trade partners. namely the European
lnion. Japan and the United States of America. Data on exports for 1990-1992 shows that. on
average. over (1SS 40.267 miilion worth or exports from Sub-Saharan Atrica. 34.9 percent came
from commodity exports. of wiich 33.1 percent were food items . [n other words. over 18.5

percent of African total exports are 10ood products. [n comparison with other developing regions.

- accoraing -2 FAD': Tasse are countries who spend at least 25
Sercsnt oL -helr =xXpOort :3Arnings on tood imports. With reference
o L2B8-1280 aata, ey ire: Jlape Verde, Gambls, Lescobho;
Siicouts, Zgypt, lozampigus, 3ulnea-Bissau, Somalia, Comorosy
lierra Lzons, Ztdiopis, =urkina Fiso; Togo, Senegal, Benin;

Zwanda, “all, Maurit3niz and sSuaan.
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AS1a’s ¢XDOrts ol rood products represent 7.7 percent of [0tal cXports: for Laun America. this
sroportion 15 27.2 percent 3.

N i prietf staustical description snows tat AIrica s ¢xternal trade 1s dependent on trade
n 100d products. both Tor 1ts exports and Its 1mport. It 1s however clear that the dependence
« more scute tor food imports. In the light or this remark. it shouid be understood. in this
study. that the wmpact of the Uruguay Round on trade 10 1ood products will be assessed taking
‘he later both 4s iMports and as exports. but keeping i mind that the trade balance of Africa

\n food products is largeiy negatve 6/.
B. NATI_,'RE AND CATEGORIES OF TRADED FOOD PRODUCTS

3. \nalysis of Africa’s internatonal irade statistics on food products statistics reveals that
African countries depend to a large extent on export of food tropical products and import of
remperate zone food products. The foilowing table shows the main food products exported by

African countries and the main exporters.

ST T ERTE
NCECTRD ¥

. rumuay Sound and International Commodity
~+ade =snd Srigas, sadenaum, 3tatizcical Annex, table 1

i

a2 ABg-19
-- - - e

smounting &9

sogeuRred =3

. whoie had a negative crade balance
=112 isn, of which Sub-Saharan Africa




Page 3

Fable 2: \ain 100d products 0f_export erest tor African countries

| Product . Exporters -| No. of exporters

. TROPICAL BEVERAGES | lgzanda. Rwanda. Ethiopia. Kenva.
| (Coffee. cocoa. tea and their | Burundi. Suao fome. Cote d Ivorre.
| products) - UUnited Republic ot Tanzania. |
g " GGhana. Madagascar. Central African 2l |
Republic. Togo. Malawi. Lguatorial
| Guinea. Cameroon. Sierra Leone.

!
E
i | Benin. Zaire. Guinea. Zimbabwe.
t
|
I

Nigeria.

[1. SPICES AND . Comoros. Madagascar. United 3
| ESSENTIAL OILS Republic or Tanzania
| :
| [I. OILSEEDS AND . Senegai. Guinea Bissau. Sudan.
| VEGETABLE OILS Gambia. Sao Tome. Benm. Cape 10
! Verde. Cote d Ivoire. Malawi.
l Mozambique
| 1V. TROPICAL FRUITS | Somalia. Cape Verde. Cote d’Ivoire.
| AND NUTS Kenva. Mozambigue. Swaziland.
! l Mali. Madagascar. Cameroon.
| | Tunisia. United Republic of 16

| Tanzama. Malawi. Burkina Faso.
(uinea Bissau. Benin. Togo

V. FISH AND FISHERY Sevenelles. Gambia. Namibia.
PRODUCTS - Mauritania. Guinea Bissau. Sao
Tome. Senegal. Mozambigue.
Somaiia. Cape Verde. Madagascar, 17
Morocco. Sierra Leone. Tunisia.

. GGhana. Eguatonai Guinea. Cote

. L d’Ivorre

| VI. LIVESTOCK AND | Botswana. Zimbabwe 3

| DAIRY PRODUCTS a

Source: Data coilected from UNDP UNCTAD (1994), Evaiuation of the Final Results of

‘he Uruguay Round by African Countries. lable " and D and GATT Secretariat (1994). Les
Resuitars du CCvete d T ruguay et les pays rricains., table 11.
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o, With  regard 0 e mam  (ood  mports  of  African  countries. intormation  in
[INDP/UNCTAD show that ail African countries imported. in 1987-1989. 4 certain amount of
‘he tollowing products wnich can be grouped in five categories. These are: cereals: dairy
oroducts and eggs: animal and vegetal oils: live amimais and meat: and sugar and honey. In the
Jet food 1mports or African countries. cereals accounted for 33 percent of total imports or the
tive categories of tood imports. [ndeed. cereals have constituted the single most important

category Or {ood products imported by Atrican countries.

R In the light or 1able 2 und paragraph Y above. the focus of the paper in terms of

categories Of 10od products traded by African countries (both imports and exports) may now be

defined:

(n (“creals and cereal preparatons

i11) Oilseeds

{ithy  Fish and tishery products

{1v)  lfruis and vegetables

i) Dairy products.

(vi)  Meart and preparations

wvin - Tropical beverages: cotfee. cocoa. tea and mate

ivit) Sugar and honev
(. TREND ANALYSIS OF AFRICA'S TRADE IN FOOD PRODUCTS

R e impact of the fruguay Round on trade in rood products differs according to whether
4 product 1s imported into Atrica or exported. [o tind out which product or group ot products
shouid be considered as an IMPOrUexport. 1L 1S nmportant to analvze rood import and export time
Series 1or a period or time tong enougn o give a clear idea on the nature of trade in the product.
in this contexr. negdative (erms of trade. on average. mean that the product is 2 net import.

(‘onversetv. positive lerms of rade. on average. mean that the product is a net export. This
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SEeCHon 1S LoIng o rely basicatiy on a graphical approacn which visualizes the trend in the trade
Or specific commodity categores.
2. Analvsis of the annexed <rabns vn o ImMports and exports of food products by the main
categories aiready wdenutied allows o determine the sign ot the terms or trade for every category

of food proauct 7

i) As a whole. Africa s a net importer of cereals and cereal preparatuons. The

terms of trade tor this category ot products are therefore negative:

(i) Africa 1s @ large net exporter ot otlseeds. transiating mto positive global terms of

rrade:

(11l Africa exports and imports large amounts of fish and fish products. However.
on average for the whole period covered by this study (1961 to 1993). the
conunent is a net importer and the consolidated balance of trade 1s negative (even
‘hough 1t is positive starting trom 1985. In North Africa. Tunisia and Morocco

are retatively big exporters ot fish and fish products.

(ivy - ‘With respect to the fruit and vegetables group. .\frica is. on average. a net
cxporter. |f we include Northern Atrican countries. the positive balance ot trade
hecomes wider. thanks speciailv to the Moroccan and Tunisian substantial exports

of trult and vegetables.

= Datz presented hers 13 on 3ub-Saharan Africa. However,
analysis > z—rade data cn Horth African countries shows that the
aclusica o zthese ccuntriss in the analysis would not change the
Jdaturs S5 “he Trzna Iivaen oy Sub-3aharan Africa’s data.

Refersnc=s wil. e made =2 orcth african countriss in 1nstances
when a IIwven country Irom the subregicn contributes substantially
<5 trads oL 3 JSiven ccmmeaict. =ll graphs are prepared using FAO
Catabases. :0F& 2t
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vy Fhrougnout the wnole period covered by the studv. Atrica has remained a net

importer of dairv products with a wide negative balance of trade

(vi)  Even thougn Africa was 4 net exporter of meat and meat preparations up to the
md-1970s. unports have outbaced exports since then and. on average. the balance
ot trade 1 negative.  In North Africa. Morocco exports and 1mports important
quantities ot meat but their insertuon mto data for Sub-Sahara Africa does not

change the trena.

(viiy  \frica 1s a net exporter of tropical beverages (cottee, cocoa. and tea and mate).
he balance or trade has been positive throughout the whole period covered by

this paper.

{viil)  Dara for Atrica's trade in sugar and honev rollows a random walk both for the

exports and imports.  On average. the balance ot trade is positive.

I3 Analvsis or the impact of the (/ruguay Round agreements on trade in food products has
10 distinguisn between products of interest from the export side and import side. This brief
discussion pomnted out which ot the two categories the different groups of products belong to.
On the one nand. cereais and preparations: iish and preparations: meat and preparations: and
dairy products wiil be analvzed as products or import interest for Atrican countries. On the
other hand. viiseeds: truit and vegetables: ropical beverages: and sugar and honey will be

regarded as products of export inerest tor African countries.
D. AFRICA'S EXPORTS OF FOOD PRODUCTS AND COMPETITION 8/

i4. As outlined 1 the previous paragraph. Africa s exports of food products can be grouped

11 1our mam categortes: oliseeds: [Tutl and veeerapie: tropical beverages: and sugar and honey.

% B iAo
SphE i1 =ZDReX.
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\trica’s trade In the rour categories of food proaucts has raced surt compeution throughout the
‘yree decades starung rrom the the carly i960s. \s shown in the zraphs annexed. Africa’s
.xports have either declined or stagnated. while the vther developing regions saw their trade
multipiving manitolds tor the pertod from 1961 10 1993, This has 1 de understood in a context
witere. at the begmmng ot the period of observation mn 1993, all the wree developing regions.
namely Atrica. Laun America and Asia and the Pacific were at more or less the same level of
sxports for most of these rood commodities as transiated in these grapns. The situation in 1993

shows how good these three regions have done with respect to each other in three decades.

15, With respect to oliseeds exports. Africa has jost ground. With exports earnings nearing
118$ 500 muilion m 1961, cxports m 1993 were worth around USS 100 miilion. translaung into
| seventy-five percent decrease over thirty vears. During the same period. Africa’s competitors
(the other developing regions) tremendousiy increased ther exports. Latin America. which was
sxporting negiigible quantities in 1961 was the main exporter among the three regions for a
Caiue over USS 2 billion. On the other hand. Asia managed to improve its exports from the

same level as Africa in 1961 (more or less 200 million) to almost twice that amount in 1993.

L6, Exports of fruit and vegetable show a dramatic increase for Latin America and Asia and
‘he Pacific. Both show weil pronounced exponential trends. increasing from less than one billion
worth of exports i 1961 1o almost [V billion and 8 billion respectiveiv for Asia and the Pacific
and Latin America respectively. During this period. Africa’s exports” trend is a linear horizontal

one and the totai export earnings tor 1993 did not even approach half a billion dollars.

17. Africa made some progress with respect to tea and mate eXports when compared with
| aun America. but Asia and the Paciric did much beter. Whereas the slope grows steeper for
e Asian and Paciric region. that tor Africa s tlater and Laun America had an almost
Jorizontai trend.  [n other words. .\sia and the Pacific ¢Xports increased by rar more faster than
A\frica. vilereas iaun \merica s remained Jimost at the same level during the 32-vear

abservarton penod.
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i3, The grapn on cortee exports illustrates ciearily the ract that Laun America has remained
the main cotfee exporter througnout the whole period ot observation. However. the region. like
the other two. was aiso hit by the generai decline in cotfee markets since the mid 1980s 9/.
()ne interesting reature 1s that. aithougn Asia and the Paciric reglon haa negiigible coffee exports
m 1961 wnen Africa expored tor almost 300 miuilion. the Asian exports have increased and
Africa s decreased to be at the same level in 1993, This ract in iseit shows how weil Asia has
done ang how had Atrica has perrormed with respect to cotfee exports tor the last three decades
10/, This tact 1s theretore well illustrated by the tforms or the trends for the three regions:

LLaun America and Asia have convex curves whereas Atrica’s export trend is a concave curve.

9. L'ocoa 1s the single product out ot our group tor which Africa is the main exporter. But
the problem aiso here 1s that. although the trend has risen for Atrica up to the late 1970s. the
carly 1980s wunessed pronounced instabilities in export earnings and. since the mid 1980s.
export carnings have been on a steady decline. At a lower level. the trend for Latin America
has followed more or less the same patters. On the contrary. Asia’s trend has been consistently
upward sloping. It this sitwation 1s not reversed. it will be no surprise to learn that Asia exports

more cocoa than Africa a few vears rrom now.

20.  Reegarding sugar and honey exporrs. the market 1s dominated by Latin America tollowed
by Asia and then Africa. Since {961, \irica’'s exports or sugar and honey have varied very
marginaily (from around 200 miilion in 1961 to 500 million in 1963). On the contrary. exports
from Laun America increased tremendously trom one billion in 1961 to reach eight billion in

1980: since then thev have been declining and were haif the latter amount in 1993. Asia shows

a3, =8 The Obgeratlion runs crom 1361 to 1993, the reeent :
Tecever,” 10 ch2 colize sacfor F the last two Wears or S0 is
NOELEaker (OCD sdéount Ysrs

L0 ~2Ifse 13 o2 MOSt .imperc3nt commodity exported bv African
ISRBLELSS o< 1§ =xportsd v more than 20 African
guntriss, some oI wnich dspenaing on coffse export sarnings
L TYODORTicins a8 algh, &s sercsnc
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4 good ncreasing trend even thougn it Is at relatively iow export levels (around two billion in

1902 trom around 400 miuilion 1 (961,
2l Fhe main lessons from nese observations can be summarized as tollows:

') \lthough Atrica s the most highly dependent on commodity exports. data
SUPPOTTS (e fact that 1t 1$ not a major commodity exporter capable ot influencing worid markets.
[n tie case or trade 1 tood products. this remark holds except tor cocoa tor which Atrica is

currentdy the main exporter (there is no indicatuon to how iong this will last) and. to a lesser

extent. cortee.

(i1 In real terms. Africa has lost its traditional markets to the profit or its competitors
from Asia and Laun America. [n the context of this study. this has clearly been the case for

oliseeds. ruit and vegetables ana maybe sugar and honev.

(i 1Inlike their compeutors from the other developing regions. African exporters
have failed to take advantage or the increases in the consumption of commodities at the
mternational leveils. lLann America increased manifolds its exports for oiiseeds: fruit and
vegetables: corree: and sugar ang honev. On the other hand. Asia made remarkable progress
ror ollseeas: iruit and vegetabie: rea and mate: as well as ror sugar and honey. For Africa.
substantial progress was made just tor cocoa up to the mid-1980s and "some" progress was

recorded for tea and mate.

220 Africa as a conunent is a hererogeneous region.  he main limitation of a study analyzing
regional trenas is that 1t does not capture the natonal and subregional differences that appear in
the course ot the anaivsis.  The cenerar irenas 1n the trade patterns do not show individual
countries (rends: 10 ract, the fatter can evolve i opposite direction of the former. For instance.
aithougn Africa as @ whole 1S seen 1 1s siudy as a net exporter ot tropical beverages. oilseeds.
‘rult and vegetables and sugar ana honey. analvsis at the suoregional and national level can show

compietelv aifferent trends. [or mstance. due mainiv to different climatic conditions prevailing
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snere. the North-Atrican subregion as d wnoie 1s a net tmporter of tropical beverages: sugar and
honev: otiseeds: and fruit and vegetaples (Morocco and Tumisia are hig net exporters) althougn
\trica on average 1s a net exporter of the fatter commodities. ()n the other hand. Morocco from
‘e same supregion 1s one of the higgest Atrica’s net exporter or fish and fishery products
notwithstanding the ract that Africa 1S a net importer of these products. It is therefore essential
o keep m omind that the trends analvzed under this section mayv not reflect the situation of

ndividual countries or subregions.

23, These developments are important in the sense that thev constitute a "starting point” for
‘he analysis of the impact of the Uruguay Round on Atrica’s trade in tood commodities. at least
tor the export side. This picture should therefore be kept i mind when one seeks to analyze
how Africa's trade wiil be arfected by the overall trade liberaiization brought about by the

implementaton ot the Uruguav Round agreements.

III. OVERVIEW OF TRADE REGIMES AND URUGUAY ROUND PROVISIONS
AFFECTING TRADE IN FOOD PRODUCTS

24, To be able to analvze how implementation of the Uruguay Round Agreements will impact
on Africa. it is umportant to first of all analvze current trade regimes in the area of food
products. [his wiil be the basis or determining the impact ofr the Uruguay Round agreements

refative to the situation that prevaiied berore their implementation.
A. CURRENT REGIMES GOVERNING TRADE IN FOOD PRODUCTS

)5.  Africa has three major trading parters: the European Union (EU). the United States of
vmerica (1'SA) ana Japan. The tirst uroup or countries accounts for almost 60 percent of
\frica’s towal exports: with the United States and Japan accounung tfor more or less 6 and 5
sercent respectivety.  The origm or Africa s imports tollows more or less the same patterns.
In other woras. around 70 percent or Africa’s ol trade is made with three major partners. with

srominence of the U, This highh ceograpnical concentration on a handful ot trade partners has
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nany disaavantages. (ncluding paving relauveiy higher prices for Atfrica’s imports L1, It
:s not the mtent or this paper ro dweil on this important ract. but it should at least be highlighted
Jance 1 constitutes one of the many pronlem the conunent wiil have to address in the post-
'ruguay Round period. [n the light or the preceding remarks. ihis secuon 1s theretore coing

0 jocus on GAdTica’s trade 1 tood products witil these maijor trading partners.

=0, it snouid be pomted out that Airica has conciuded three main preferential (rade
arrangements with its main partners. [hese trade arrangements cover a big range ot Africa s
exports. including rood products. .\frica s trade 1n tood products wiil therefore be analyzed in
the tramework of three major trade arrangements. namely the Lome Convention between the
lzuropeans {/mion and the African. Caribbean and Pacific Group of States (ACP): the
Mediterranean Agreement between North African States and the European UUnion: and the

(seneralizea Svstem ot Prererences (GSP) between developed and developing countries.

27, These three trade arrangements have benefitted African countries to a certain extent.
especlally with respect 1o Africa’s exports. With regard to the imports of food products. there
5 no arrangement as o whether African countries shouid be treated difterently from other
countries. \What could be said 1s the provision ot tfood aid or concessional lending provided to
needy countries for the purchase of fooa products. This is the reason why. although it is not
a trade regime as such. the 1ssue o tood aid n relation with trade in food products will be

discussed under this secuon.

i For 3 det3ilza analiysis oI Chils problem, see Yeats A, J.
L2230 "Do Afz:igdan Countriss Pay More fer Lmportse YesYj
The Verlid Bank Sceonaomis Eevizw; 2 11), I1=47,




Page 14

i) The ACP-EU Lome IV Convention |
28. \ruicte 168 or the Lome IV Convenuon. rirst indent. summarizes the trade regime
soverming ACP States” exports to the EU markets: " Products originating in the ACP States shail
he umportea mto the Community (Lnion) tree of customs duties and charges having equivaient
etfeet |3 . [t shouid be noted that ali Sub-Sahara African countries are member of the ACP
(iroup. cxcluding the Republic or South Atrica which 1s currently negotiating an agreement with
the EU. “ccording to this Conventon, ACP agricultural products are granted duty-tree access
0 the EU market. subject to specitic rules introduced as a resuit of the implementation of the

EU Common Agricultural Policy (CAP).

29 Fhe products of export interest tor African countries. which are under analysis in this
paper. namely coffee. cocoa. tea and mate: truit and vegetables: and oilseeds were exported
duty-free on the EU market. They enjoved effective market access protection in comparison
with similar products from third countries which were to face an import tax. With respect to
sugar. Protocol 8 of Lome [V Convention which contains the text of Protocol 3 on ACP sugar
appearing in the ACP-EEC Convenuon or Lome signed on 28 February 1975 and the
corresponding declarations annexed to that Convention sets the "agreed" export quantities from
ACP countries to the EU market. \frican countries concerned are: Kenva. Madagascar.
Malawi. Mauritius. Swaziland. Tanzania and Uganda. Further developments in the next chapter
wiil speciricaily show the trade margins enjoved by African countries members of the ACP
(Group for certain food products of export interest tor African countries and their level of erosion

a$ a result or the implementation ot the {'ruguay Round Agreements.

12/ Ths aim cf this seerien iz “ust o discuss briefly the way
‘n wnich Africa‘s ~zads in “zod products is affected by the
gECTIsions St Sns Usavencizn. The complete text of EheLomé
I Tanvent:ion .3 contaiznasd in "The Courrier",. No.' 1205
farel=apesl, 2220

B
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(i) The Mediterranean Agreement

S0, he Meduerranean Agreement s a irade arrangement between the North Atrican states
‘excent i.ibva) and the European {mon. [n 1969, every North Atrican country signed a bilaterai
agreement with the then lium_nean economic Community covermg a range ot issues. inciuding
‘rade cooperanon. In 1976, these agreements were replaced by new ones considered to be wider
111 scope and called “cooperation agreements . They inciuded trade. rinance and technoiogy
components. [n their rrade component. these agreements accord to the EEC the MFN status in
return ot duty-free access of the signatories products to the market of the Community [4/.
he widening ot the European U/mon to inciude Greece. Spain and Portugal had an adverse
‘mpact on the North-Alrican countries ¢xports in the sense that these new comers would flood
ihe market or the Communitv with the same products as those traditionaily exported by the
North-Atrican countries.  Ihis was the case. tor instance. tor food products such as wine. olive
otl. womatoes and grapes. tfor which compeution became stift with the new members of the

Communuy.

A1, Since the late (980s. and during the negotiations of the Uruguav Round. the North-
Atrican countries winessed some difficulties 1o preserve their trade privileges with the European
['nion. .\mong others. market access ror agricuitural products on the European market became
more and more dirticuit threatening these countries to lose their market shares. [n any case. one
can note that North African “cooperation agreements’ were reached on terms less tavourable
‘han those offered to the ACP countries. one maior limitation of the agreements being the tact
‘hat these countries have never managed [0 negotiate their cooperation package as a group (as

this 18 the case within the Lome Convennon).

= SOMe T2sCTLCtions are <Spplisd WitE tsspect'Eo Quty-tree
market 3Cca2SS oI Coth zome Industr-al and agricultural
pErogucts
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ity The Generalized Svstem ot Preferences (GSP) Scheme

The GSP was stituted as a wav fo assist developing countries increase their international
rage vitn therr rade partners irom developed countries in view ot the imbalances in
mrernational trade between these uroups of countries.  This was done by taciiitating market
Access o the prererence-giving country or spectfied products trom developing countries by
removmg or lowering import duties.  The GSP 1s a bilateral agreement between the preterence-
zving and the preference-seeking country.  Preference-giving countries are mainiv those
Helonging to the Orgamizaton tor Economic Cvoperation and Deveiopment (OECD): preterence-

seeking countries are all developing countries.

33, \s tormulated in Resolution 21 (11 of UNCTAD Il held in New Delhi. India. in 1968.
“the princinles and objecuves of the generalized. non-reciprocal. non-diseriminatory system of
preferences in favour of the developing countries. inciuding special measures in tavour of the
least advanced among developing countries. should be: (a) to increase their export earnings: (b)
10 promote their industrialization: (c) to accelerate their economic growth 13/, In 1994. there
were |66 deveioping country GSP benericiaries among which were virtually all African

<ountries.

34, In markets outside the kuropean ('nion where African exports ot food products enjoy a
nreferenuial treatment in the framework or the Lome Convention. African countries’ exports
usually enjoy preterenuai arrangement under the GSP scheme. Due to the high geographical
concentration of Africa s exports. the bulk of the latter are destined to the three largest
preference-21ving countries or group of countries. namelyv the European Union. the US and
lapan which account for S0 percent ot rotal imports from all beneficiaries under the GSP. the

l.ome Conventon and the Mediterranean Agreement L6/,  African countries have therefore. |

5 ses JAU: "The Impaet I o2 Uruguayv Round on Trade
Srarsrences: Jowarg a forward-looking Trade Agenda for
afr-gan Zountyries", document EDECC/TD/12/067.96, p.8
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n general. <njoved one or more of these trage arrangements. and this has been the case for their

‘rage ' rood products.

v Food Aid

Me provision tor tood daid to developing countries is a teature that 1s common to all

thn

muinlateral rade arrangements. l.ome [V Convention includes articles on tood aid under Title
{l. Chapter | on "Agriculturai Cooperation and tfood security”. Inthe GATT negotiations. tood
aid to poor contracting parties has aiways been given consideration: in the framework of the
{'ruguay Round. this issue is prominent in the Marrakech Ministerial Declaration. The Food
and Agriculure Organizauon (FAQ) or the (/nited Nations has also pioneered the establishment
of a "Food Ald Convention” putting together food aid providers and beneficiaries in a more
orderiy rramework. Food aid has gained this importance tn muitilateral cooperation conventions
due to the ract that the latter put together countries at very different leveis of development and
m an environment characterized by iequalities in trade relations. Rather than dispensing tood

aid. Africa has been a net beneticiary due to its low level of development.

6. in 1995, 13 African countries required exceptionai and/or emergency food assistance
17/ due not oniy 1o natural disasters such as drought in the South-African part of the
conunent. Hut aiso to poiitical mstapility prevailing in countries such as Burundi. Rwanda.
southern Sudan. Somalia. Liberia and Sierra Leone. Sub-Saharan Africa remains the major
benericiary of food aid. accounung ror more than 40 percent of total shipments to LIFDCs
18/.  This siuation shows that anv analysis of Africa’s trade. parucularly trade in food
products. nust take 1nto account the high dependence of many African countries to food aid in
order 1o urasp more fullv the strategic importance of the tood sector in these countries.

\lthougn tood aid is not a trade 1ssue per <e. policv recommendations in the area of trade in

) Food and agriculture, p.6
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100d products must integrate this dumension 1 order to be consistent with the real needs of food-

41d depenaent countries in Africa.

B. CRUGUAY ROUND PROVISIONS ON TRADE IN FOOD PRODUCTS

7. Notwithstanding the tact that the impniementation of the {Uruguay Round agreements wiil
have i cross-cutting impact on ditferent sectors or the national economies ot individual countries.
'he Uruguav Round provisions i tour areas will have a direct impact on trade in food products:
(1 the Agreement on Agriculture: (1) the concessions and commitments on market access.
domestic support (o agriculture ana cxport subsidies: (iii) the Agreement on Sanitarv and
Phytosanitarv measures and: (iv) the Ministerial Decision concerning Least-developed.and Net-

food Importing Developing countries.

(1) \greement on Agricuiture: Concessions and commitments on market access.

domestic support and export subsidies

38. in the Agriculture sector. commitments taken relate to market access. domestic support

and export compeution policies.

39, With respect to market access. all non-tariff border protection measures were replaced
by taritf measures which provide more or iess the same level of protection. There is a minimum
reduction reguirement for each tarift line and the overall tarirf in the sector has to be reduced
by 24 percent over ten vears as opposed to 36 percent over six vears for developed countries.
L.DCs are not required to reduce therr arirts. The Agreement aiso provides for the maintenance
of current access opportunities and the establishment of mmimum access taritf quotas whenever
current access 15 ess than 3 percent ot domestic consumption. .\ “special treatment” clause was
mtroduced t racHitae implementation or aruricatuon n speciric sensitive situations: it allows.
under speciricatly defined suuations. J4 Country [0 maintain import.restrictions up to the end of

the implementation period. Special and dirferental treatment provisions found in this Agreement
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Apply 10 primary agriculturai products trom a deveioping country provided the product is the

predominant staple in the traditional diet or the country invoking this clause.

20, In the area ot domestic support. the lotal Aggregate Measurement of Support (Total
AMS) covers support measures taken un i product or non-product basis. provided exceptions
G0 notapply. In such a case. developing countries are required to reduce their support by 13.3
nercent during the implementation period: LDCs have no requirement to reduce their domestic
support. Domestc support measures that do not have a direct impact on trade. 'green box”
poiicies. are excluded from reduction commitments. In addition to “green box” measures. other

policies exciuded from Total AMS are listed in the Agreement.

41, Reearding export subsidies. the Agreement Is framed in a way that would ensure
supstantial progressive reductions in support and protection. No reduction requirements apply
‘0 the LDCs. Developed countries are required to reduce the value ot direct export subsidies
by 36 percent refative to their [986-1990 base period over the six-vear implementation period
and the guanuty of subsidized exports by 21 percent over the same period. Other developing
countries  reguirements are two-thirds those or developed countries over a ten-vear period. The
Agreement sets out criteria tor tood aid donations and the use ot export credits. The Agreement
also sets up 2 committee whose aim 1s 10 monitor the impiementation of the commitments. It
calls tor turther negouations i the rifth vear or impiementation which will also be an occasion

ot assessing progress made during the first five years.

(ii) Agreement on Sanitary and Phvtosanitary Measures

2. This Agreement deais with tooa sarety and ammatl and plant heaith regulations.
According to this Agreement. covernments have the right to take these tvpes of measures but
‘hey should not be wken m a way hat discriminates arbitrariiv and unjustitiablv between
nembers. hey are urged o base therr measures on international standards and on scientitic
‘acts as iar as possinle.  Fo this end. WTO Member countries may reter to the standards set by

ne ot O WHO Codex Alimentarius Commussion tor tood satety: the International Office
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ot Epizoouce ror ammai health ana to the Internauonai Plant Protection (Convention tor plant
nealth.  The cauivaience or standards should be accepted by Members whenever the exporting
country demonstrates (0 the unporung country that the former s cxports meet the lauer’'s
qanaargs.  The Agreement contains requirements on transparency which shouid be atained
irougn. among other things. the publicaton of reguiations and the establishment or natonal

AAuIry: points and noutication procedures.

(iii) ~ Decision concerning Least-Developed and Net Food-Importing Developing

Countries

43, he truguay Round negouators recognized that LDCs and Net Food-Importing countries
would experience some hardship with respect to the supply of food umports on “reasonable terms
and conditions”. The special Decision theretore sets out objectives regarding the provision of
food aid. the provision of basic roodstutfs in full grant form as well as aid for agricultural
deveiopment. The possibility or short-term rinancing of food imports by the Internationai
Monetary Fund and the World Bank through concessional debt is also raised. The follow-up to
the Decision 1s cntrusted 1o the (Committee of Agriculture established to monitor the

impiementation or the different commitments in the agricuiture sector.

IV. EXPECTED IMPACT OF THE URUGUAY ROUND AGREEMENTS ON
TRADE IN FOOD PRODUCTS

44, Difterent quanutauve studies have attempted to estimate the tmpact ot the Uruguay Round
on the world economy.  Most of them. tocusing on developing countries. were undertaken
betore the Round was concluded. [hev rhererore base their resuits on guesses about the final
results of the agreements and their trade fiberalizauion scenarios do not lead to accurate results. .
[:X post studies in veneral have tended o adiust downwards the results of the earlier studies
which were tound o pe oo opumistic.  [his has deen especially the case with the impact on
developing countries which was found to be smalier than rorecasted by previous studies. with

AlTican countries beneritting the feast rrom the tmplementation ot the agreements. [t shouid be
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pomted out that all these studies surter rrom at least one mamn himiaton: they do not integrate
the 1mpact or the Round on severai sectors sucn as the service sector and the tmpact of a tighter
protection of intellectual property rights.  Thev also completelv i1gnore the impact of the
strengthening of the mululaterai trade svstem. the economic eificiency resulting from scale
ceconomies. as well as environmental impacts.  Notwithstanding these [imuauons. the results
presented 1n this chapter were produced using such models because they stll are the "best
approximations avaiable at ths stage” 19/ tor a general cvaluaton of the impact of the

| ruguay Round Agreement. [he reader should keep mn mind the [imntations of the models used.

43. With respect to trade 1n rood products. the main impact ot the agreements wiil be a most
likelv crease mn tood prices rangmng trom 5 to [0 percent. as a resuit ot the liberalizaton of
the agricuiture sector in devetoped countries: this will entail a loss for Atfrican countries as a
whole. at feast i the short-run. [n the long run. the etfects are not clearly predicted as they will
depend upon the extent at which these countries wiil also liberalize or adapt their agriculture to

cope with the new rrading system.

A. IMPACT ON FOOD PRICES

46. As most African countries are net 1ood importing countries. they will be also hurt by the
increase 1 tetr tood import bills as a resuit or the agriculture retorm programmes in developed
countries. According to FAO esumates. increase i food import bills of Atrican countries due
to the Uruguay Round will increase by [1 percent by the vear 2000. Following is a table
showing the erfects or agricuiture liberalization on prices ot selected commodities to the year

2002 trom benchmark levels.

12 FEG 1994 ‘ruguay’ found sgrsement: 4 Frelliminary Assessment
of itsS impact oo agriculturs. This paper was presented at the
Internacicnal ‘onrersnce on the Uruguay Round and African
Sggnesdas, Tunzs, unpasia, <=2 Ztober 1994,
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Table 3: Change in prices of selected commodities due to the Uruguay Round

J Commodity | Price change (percent) |
: Wheat ] 3.8
Rice | -0.9
Coarse Grains ! 2.3
Sugar |1y

Beer. veai and mutton | 0.6

! Other meats 4.6

i Cottee 1.5 |
] Cocoa 4.7 :
1 Tea | =14

‘ Vegetable oils -0.3

j Dairy products 1:2

i Other rood products -1.4

: =

Source: Goidin and van der Mensbruggne. 1995, cited bv FAQO (1993). The State of Food and
\gricuiture, p.262

e

47.  On the one hand. it can be seen rrom this table that prices of food products presenting
il particuiar mterest ror Africa s ¢xports such as coffee. cocoa and rea will decline. meaning a
decrease 1n African countries’ cxport carmings.  On the other hand. prices of food products
nresenting a particular iterest for /\frican countries imports such as wheat and dairy products
dre expected o increase. intlating these countries” import bills. [FAQ estimates show that for
LIFDCs as a whole. 6l percent ot 1ts membership being Atrican countries. the food import bill
15 projected to be UISS9.8 billion i the vear 2000. transiating a 33 percent increase relative to
1987-1989 levels.  About USS3.0 billion or 14 percent of the increase will be a result of the -
['ruguav Round. The comniauon or the rwo aspects described above. namely the decrease in

“he prices of Africa s exported [ooa commodities and the mcrease 1n the prices of imported ones
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wiil compouna the negative impact the Round is £oing to have on African countries’ balance of

pavments.

B. IMPACT ON TRADE PREFERENCES

18, It 15 now widelv accepted that developing countries in general and African countries m
sarucular wiil experience a dramauc loss 1n their traditionai trade prererences. .\frican couniries
veing traditionally the most dependent on trade preterences. they are expected to experience the
highest losses due to the erosion ot their traditional trade margins under the GSP. the Lome
Convention and other trade arrangements. The tollowing table summarizes the loss of
preterences tor selected food products on Africa’s main three export markets. namely.the EEC.

Japan and the United States of America.

Tuble 4: Erosion of tariff preterences in the EU. USA and Japanese markets

— T - —
European (Jnion Japan USA
Product | Average | ACP | % | GSP | % GSP | % |GSP | %
! | ! ‘
Group | Loss | loss ‘ Loss Loss lLoss | Loss | Loss Loss

Agri Non || Simpie | 6.22 ' 315 478 |50.9 |4.68 | 575|249 |36.0

Tropical |
POPICAL I wWeighted | 13.01 [ 247 [35.20 [43.5 |5.83 [72.9 052 | 109

Tropical Simpie 6.78 13835 | 6.85 | 80.4 | 3.93 |63.9 3.21 | 40.0

Agricuit.

Weighted | 472|309 293 | 100 |3.86 |83.0 | 3.79 | 49.4

———

source: 'NCTAD data compiied irom The [mpact ot the Uruguay Round on Trade
Preterences:  Towara o PForward-iooking  rade  Agenda  for  African  Countries”

EDECQ. TD/12.067.96).




Page 24

<49, s ranie 1ilustrates the ract that trage preterences African countries used to enjoy from
therr main parmers wiil be dramatically reduced as a result ot the implementation ot the Uruguay
Rouna agreements. [he most interestung information conveved by this tabie relates to the
2rosion of prererences of tropicai agricuiturai products which dominate African exports. These
products have :ost up 1o 100 percent ot therr GSP and more than 30 percent or their Lome
traditional prererences in the European Union. For Japan and the United States. GSP losses are
as hign as 33 percent and 49 percent respecuvelv.  [hese relauvely high levels of preterence
losses ware comng to arfect negauvely Atrican countries in the sense that their products in
nternational markets are going to face harsher compeution with exporters trom other developing
regions. [he tear is therefore that. in the short term. Africa mayv not be able to compete.
resuiting 1 a loss of the small market share the continent had been able to maintain up 0 now.
The long-run rmpact cannot be predicted accurately as it will depend on whether African

countries dare avle to increase their competitiveness or give way 1nto economic marginalization.
i IMPACT ON SUPPLY AND DEMAND OF FOOD PRODUCTS

30. \nalvsis or the impact or the impiementation or the Uruguay Round Agreements on
demand and suppiv of food products from Atrica has to take into account the nature of the food
products considerea (tropical or non-tropical) and the ume horizon of the analvsis (short term

or fong term.

S1. Africa is a net exporter of tropical agricuitural food products. [n the short run. the loss
of market preterences by African exports wiil have a negative 1mpact on African countries’
stocks of toreign currency as their exported quanuties mayv decrease and sold at probably the
same or lower levels or prices. However. e impact on the producuon of such commodities
mav not be imporant sice most or them are agricultural perenniai crops whose supply capacity
cannot be changed in the short run.  In the fong run. however. if the short run impact remains
he same. the raditional exports may become fess interesung 1or export and production. [n this
case, raditional exports mayv become non-tragable and the countries may shift their resources

Mo Sectors and products i which they are more compettve. the unpact being the reduction of




tn

Page 2
the supply or tradiional exports.  This wiil leaa to proauct substitution etfect.  On the other
hand. I .\irican couniries manage o achleve more compeutveness n their traditional export
sectors. allowing them to keep their market shares. their current level of suppiv may either

remain unchanged or even increase.

52. \With respect 1o the demand tor tood products. \ITica 1s a net importer ot agriculture non-
rropical proaucts from temperate zones. [hiese dare products such as wheat. rice. maize. cic.
imported from deveioped countries.  As aiready discussed. the short term impact ot the
'mplementation or the Uiruguay Round Agreements on developed countries agricuiture will be
4 cut in subsidies wiich will imply lower incomes ror producers. prompting them to cut their
production. \s a resuit. consumers will have to pay higher prices. African countries which are
net importers ot non-tropical agriculture products will have to pay higher import bills. In the
fong run. uiner things being equal. production of non-tropical food products or their substitutes
will become more interestng tor African countries that spend high amounts of foreign currency
to tmport them. \s a result. African countries may produce these food products or their
substitutes domesticaily. substituting imports by locaily produced goods. This import-
substitution poiicy wiil increase the supply of food products and probably reduce their price.
This. however. cannot pe guaranteed as it will largely depend on the capacity of African

countries o put 1n place sound import substwution poiicies.
D. IMPACT ON FOOD AID

33. e opvious impact ot the siwauon ot supply and demand of food products following the
implementation of the Uruguav Round wiil be the reduction in the international levels of food
surpius stocks. Historicaily. the volume of tood aid has been highly correlated with the levels
of surpius stocks. eretore. aithough the ['ruguav Round does not set any limit on genuine
rood aid. the latter s volume mav decrease das surplus stocks are run down. African countries.

Vhich dare e most i need for tood aid. wiil most propably experience lower levels of aid
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rransters 1rom developed countries. [t is thererore ironic o see that Atrican countries may be

short of their rraditionai assistance 1n food aid at a ume when they will need it the most 20/.
V. CONCLUSION AND POLICY RECOMMENDATIONS

34 \Irican countries are more likely 10 he negauveiv attected by the changes affecting
markets 1or rood products. both tropical and non-tropical. .\s countries implement the Uruguay
Round Agreements. Africa’s loss of preferenual margins may lead to loss of market shares and
hence loss or export revenue. n the other hand. the removal of protection measures in
deveioped countries agriculture sector will lead to lower production levels. meaning higher
prices tor nmporters and lower food aid transters to developing countries including African
countries.  Although the short run impact of this situation on Atrican economies seems to be

vbviously necative. the long run impact cannot be predicted clearly due to the following reasons:

(1) Me impiementation of lruguay Round agreements. especially the ones in the
agriculture sector. is framed in a way such that some analysts have wondered whether it will

make anv dirference. especiaily with respect to what 1$ expected from developed countries.

(i) ‘nternational agreements or the type of the Uruguav Round are non binding and
one may wonder up to which extent developed and developing countries are going to impiement

the provisions or the Uruguay Round.

(iii) \daptation of African economies to the new international trade environment will
depend on both African willingness ana capacity to undertake rerorms. Although Africa’s

wiilingness (0 undertake cconomic rerorms has been demonstrated by the number ot countries

= N Ty T = b -
ol tERL g LI

; TC Account =2z “3ct -hat these countries will be
zaving nigher import bills and., it the same time, experience a
caducticn :a their sxport ravenue as a result 2t the loss of

—hel1r TrzdlZLonai Mmarket chares.
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in the continent under structural adiustment programmes 2! . the capacity to put in place such
retorms is bevond the concerned countries.  [he success ot the adaptation ot their economies
and thetr actuive participation in the mternational trading svstem wiil therefore depend much on
the lever or assistance developed countries are wiiling to mobilize tor this purpose. But this
should not 1 any case be understood as o refinguishment of Africa’s obligation tor managing
i1s development. African countries bear the primary responsibility for organizing themselves
4 way that wiil enable them take rull adavantage or the opportunities offered by the Uruguay

Round agreements and mitgate the nmmediale negative impact.

L
tn

[n the hight of this. the tollowing acuons should be on Africa’s agenda:

i) Resource mobilization. both techmical and financial. o0 ensure a smooth

implementation of the Uruguay Round Agreements.

{11 Diversirication ot African exports bevond the tropical product sector with a view
to decreasing the high dependence on the export of a narrow range of agricultural commodity.
In this context. African countries should aim at putting in piace policies towards attaining tood
self sutficiency as acauiring food through nrernational channels (both imports and aid) is going

0 be more and more difficult.

(i) Purtung n place mechanisms ror taking maximum advantage ot the differential and
preterential reatment provisions contained in most agreements relating to production and trade

or tood products 22/, This should 2o nana in hand with mitating efforrs aimed at changing

21/ In 1992-33, 315 or three gquarters of Sub-Saharan African
countries were undergoing I[MF. World Bank Structural adjustment
nrogrammes.

.2,/ In most >t these agreements, ifrican countries, aspecially
.DC=, 3ars neot rCsgquirsed to 1mrisment the changes expected from
:ther councriss: in addziczcon. tnev will have longer transitional
Teriods Thars zre alsO Drcvisions pertailning to assistance
—nese ccuntriss snould =xpect Ircom developed ccuntries in the
mplementation crocess
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“he current policies into those compatibie with the provisions ot the Uruguay Round. For

mstance. Atrican countries shouid understand that price based actions should no more be the

maim nstruments tor agricuiturai policy.

(iv) Appropriate agricultural and marketing policies can help Atrican countries mitgate
‘he negauve mpact of the Uruguay Round agreements on the food sector and can also contribute

o the overall competitiveness or African countries 1 mternational markets.




ANNEX I:

AFRICA’S TRADE IN FOOD PRODUCTS: COMPARISON OF IMPORTS
AND EXPORTS
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ANNEX II:

TRADE IN FOOD PRODUCTS: COMPARISON OF AFRICA WITH ASIA
AND LATIN AMERICA
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