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Trade Preferences
Parliaments and the fate of the
Lome Convention
Viscount Waverley, in London

An independent Member of the United Kingdom House of Lords argues for
Commonwealth Parliamentarians to become aware of the debate
surrounding the Lome Convention and to press for parliamentary input
into their governments' consideration of this vital developmental
mechanism.

The signing in Mauritius in
November 1995 of the mid-term
review marked the second stage
of Lome IV. This will be a testing
time in the life of the convention
and it is how those active in the
development debate respond
that will determine future policy.

What is this convention? It
establishes the trade and aid
relationship between the Euro-
pean Union (EU)and 70 signato-
ries of the African. Caribbean
and Pacific (ACP) group. Com-
monwealth nations make up
more than half the membership.

It is the most comprehensive,
some would say the most pro-
gressive, treaty arrangement
between groups of developing
and developed nations in exis-
tence. Basic aims within the
framework are to improve
human resources and prioritize
beneficiaries' basic needs, whilst
taking into account the effective-
ness of aid. A real attempt is
made to address growing
inequality in global revenue dis-
tribution.

Working in partnership
ACP states determine national
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priorities and implement pro-
grammes while the EUstates pro-
vide agreed levels of funding,
technical assistance and prefer-
ential trade access: shared facili-
ties, shared responsibilities.

On trade issues, ACP countries
are granted duty and quota
access to the European Union
market. This is important to
smaller ACP countries which
have a limited export base and
rely on their exports to earn for-
eign currency.

EU aid funding is made avail-
able in the form of grants for a

wide range of development pro-
jects and programmes. The sum-
mit meeting in France last year
agreed on funding for the second
financial protocol covering the
next "fiveyears.

ACP nations had wished for a
figure considerably more than
finally agreed so as to improve "

processing, marketing, transfor-
mation and distribution of pro-
duce to ensure increased com-
petitiveness.

European Development Funds
(EDF) are channelled into
"national indicative pro-
grammes" agreed between the
ACP government in question
and the European Commission.
These programmes recognize the
priorities of the individual states
and are, therefore, diverse.

In African countries, the
emphasis is on infrastructure and
rural development with
increased focus on environmen-
tal issues and private sector
development. Other important
areas include transport. commu-
nications, health and education.

Multilateral programmes
Regional funds are used for

projects involving more than one
ACP country. Typical examples
of these include road schemes
linking land-locked states to ports
in neighbouring countries, and
support for regional higher edu-
cation institutions in the
Caribbean and Pacific.



Funds are also set aside in the
Structural Adjustment facility.
This was established five years
ago to assist transition from cen-
trally planned to market-based
systems. ACP states which agree
to enter an adjustment pro-
gramme, usually at the behest of
the International Monetary Fund
(IMF), have access to this facility
to help pay for measures
designed to ease that pain.

Stabex and Sysmin funds are
available to compensate coun-
tries that are particularly depen-
dant on a limited range of agri-
cultural or mineral exports where
there has been a drop in the
world price of the relevant com-
modity, resulting in balance of
payments problems.

There has been concern, how-
ever, that the funds are not avail-
able and that STABEXis bank-
rupt. The highest loss that it has
ever met is 43 per cent.

Focusing on critical questions
What is the future for the Lome

Convention? Only a short time
exists before arguments over a
successor agreement, which will
come into effect in 2000, will be
debated. How will the conven-
tion be overhauled to address
the development philosophy of
sceptical members of the Union
and countries such as the United
States?

The individual positions of the
French, British and German gov-
ernments, in particular, and the
regional interests of the African,
Caribbean and Pacific states will
need to be considered. The world
has and is in rapid change with
all sign posts pointing to region-
alism. Should the groupings
more readily reflect this?

How will export losses as a
result of decisions of the World
Trade Organization (WTO) be
addressed and indeed how will
the conflicting relationship
between the WTO and the Lome
Convention be resolved?

How will tax-payers of donor
nations become better educated
in order to understand that the
cost in real terms will be much
greater in years to come unless
appropriate development poli-
cies are adopted today?

Lome does have its critics.
Future debate will target the
effectiveness of the agreement. Is

there clear evidence that Lome
has made a special contribution
to ACP countries? How effective
is Lome on poverty alleviation?
Has the Lome Convention failed
to have a marked impact on
ACP exports?

From an ACP point of view,
Lome has not, in the face of debt
and deteriorating trade terms,
been able to boost ACP growth
and trade capacity. Trade, not
aid, is what is requjred. How then
is inward investment going to be
encouraged?

Conditions that are essential to
exporters attract inward
investors: stable macro-econom-
ic conditions, competitive and
flexible labour markets, the
adaptability of employees and a
vibrant small and medium sized
business sector.

The European Commission has
been criticized for its lack of
transparency, delays in making
payments and the difficulty of
getting hold of EUdocuments on
development. It has put forward
no specific ideas on improving
programming in the areas which
are critical to poverty reduction
such as rural credit, basic health,
primary education or adult
literacy .

It is asked what criteria does
the Commission propose by
which ACP performance in rela-
tion to new priorities can be
judged transparently. From the
Commission's perspective, some
beheficiaries under Lome have
inadequately respected EUprior-
ities in areas such as economic
and political reform, human
rights and the rule of law.

Political issues
Since the mid-term review,

however, respect for human
rights is central to the conven-
tion. The European Union can
now suspend or terminate devel-
opment co-operation pro-
grammes with governments
which fail to respect human
rights. Suspending aid to Nigeria
illustrates this.

Are there sufficient measures
to ensure decentralized co-opera-
tion? Should the Commission
increasingly bypass recipient
governments by funding non-
governmental organizations'
activities? Is there sufficient focus
on addressing grassroots issues,

taking Lome to the people who
really need it?

But then, to what extent are
the activities of these organiza-
tions, both international and
national, being co-ordinated to
ensure maximum effectiveness?
Ifnot, what mechanism might be
organized to implement an
agreed strategy which would in
part also ensure non-duplica-
tion?

More questions than answers.
It is for these essential reasons
that national Parliamentarians
from both ACP and European
Union member states should be
ready to contribute to the
debate.

Mechanisms must be found to:

. Promote a broad knowledge
of the benefits and imple-
mentation procedures of the
convention in member states
in government, parliamen-
tary and private sectors;

. Promote deeper understand-
ing of development is'sues
and ensure that the interests
of the developing world, its
problems and potential are
realized through effective co-
ordination of aid and trade
policy;. Provide a forum for active
discussion of the means for
creating a hospitable cli-
mate for direct foreign
investment;

. Respond to queries and
address concerns of Parlia-
mentarians;. Forge greater working rela-
tionships among ACP and
European national Parlia-
ments, the European Parlia-
ment, the European Commis-
sion and the ACP Secretariat;

. Organize EU-ACP parliamen-
tary seminars and intra-
regional dialogue, and

. Ensure Parliamentarians'
concerns are considered dur-
ing negotiation for the suc-
cessor agreement to Lome
IV.

Uncertain future
The governments of ACP states

have been implementing short-,
medium- and long-term socio-
economic development pro-
grammes based on the reason-
able assumption that their
exports, and the revenue and
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jobs derived, w-Guldhave prefer-
ential access to the European
market through the Lome Con-
vention until at least 2000.

As I write, however, Lome is
under threat. The United States is
preparing to place the
economies of many into jeop-
ardy by insisting that the Dispute
Settlement Body of the World
Trade Organization undertake a
judicial review of the regime to
satisfy the market ambitions of
one of its companies.

This is a serious matter. The
company concerned, the
banana company Chiquita,
wishes to satisfy its market ambi-
tions by undermining the Lome
Convention.

The WTO has agreed to form
an independent dispute panel to
rule on the banana import
regime. The complaint says the
EU quota scheme unfairly dis-
criminates against Latin Ameri-
can banana producers in favour
of ACP states.

Two panels set up under the
WTO's predecessor body, the
General Agreement on Tariffs
and Trade (GATT),found against
the EU but its rulings were
ignored. The EU did win a waiv-
er last year by arguing that
guaranteed access to the Euro-
pean banana market was essen-
tial for the economic survival of
many producers. Under stronger
WTO rules, however, this will not
be possible.

If successful this time, not only
will the Lome Convention be
undermined and a body blow
delivered to the developing
world, but this would impact just
at a time when solutions to the
debt crisis, for example, might be
forthcoming.

No bananas are grown by
Chiquita within the United States;
it offers no trade benefits to the
United States and does not pro-
tect one job there. I fear the Unit-
ed States will eXPect the Euro-
pean Union to pick up the aid
tab which would result from a
U.S. victory here.

Debt versus development
Many countries are facing a

precarious future because of their
debt burden. For many it is a
seemingly bottomless pit of
desPair. Solutions, bilateral and
multilateral, are a pressing need.

The debt question has to' be
turned from talk to action. Mere
rescheduling is not a solution but
a postponement of the critical
problem. What can and must be
done with the multilateral agen-
cies? What will be the criteria for
debt forgiveness and which
states will be eligible?

With a solution to debt must
come economic development
through competitiveness. But
competitiveness only thrives on a
level playing field, and that is
where Lome addresses the issues.
The long-term future of the con-

vention, however, is far from cer-
tain. Although not perfect. the
Lome model does exist and
should be improved and built
upon.

A major part of the problem
lies in ignorance of development
issues. I have never understood
why, for example, when all our
economies are impacted by
global issues, that our Legisla-
tures are so insular.

At Westminster, for example, a
comparatively small number of
involved Members of both Hous-
es take serious interest in interna-
tional affairs. Lack of involve-
ment and education hampers
the ability to legislate budgets
that include appropriate devel-
opment contributions.

We must encourage much
more interaction between Mem-
bers of Legislatures. There is a
clear role for Commonwealth
Parliamentarians, whether from
donor or beneficiary countries,
together with non-governmental
organizations, to debate the
issues with colleagues around
the world.

Additional mechanisms, other
than proposed earlier, exist
through such bodies as the Com-
monwealth Parliamentary Asso-
ciation; but clear agendas must
be set. We should and can be a
voice in international decision-
making and so hold influence in
world affairs. Indeed, we have a
duty to do so.
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