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The Doha Round

1. The WTO DG has proposed a mini-ministerial meeting by the end of June or early July. This is to be preceded by a “horizontal” negotiating process at senior official level. While the dates are uncertain, there is effort to reach agreement on modalities on agriculture and industrial tariffs soon. The chairs of the agriculture and NAMA negotiations issued revised texts on 19 and 20 May, prompting further intensification of the process. 
2. However, a series of challenges still need to be addressed. First, the continuing lack of clarity on the level of ambition in agriculture militates against progress on all other issues. At the same time, there is intensifying pressure on developing countries (NAMA11 countries) to agree to an ambitious outcome in NAMA, along with other issues (services, GIs) before clarity on concessions in agriculture. This is further complicated by the recent US Farm Bill which, by providing increased support to US farmers at a critical moment in the negotiations, is seen as further undermining prospects for progress in agriculture.     
3. The agriculture chair has accurately captured the degree of negotiating progress in his revised text by accommodating all Members’ diverse positions. By ensuring that the text does not prejudge any position, the text leaves space for a final negotiated outcome. Nevertheless, high global food prices now raise questions of the proposed range of cuts in trade distorting agriculture support (US$13-16.5bn). This range would need to be further lowered to have any real effect and meet the Doha objective of “substantially reducing” support. 
4. On agriculture tariffs, the range of outstanding issues obscures an assessment of whether any meaningful new market access would arise from the Round. A range of other issues also remains unresolved: the special safeguards for developed countries; the special product and special safeguard mechanism for developing countries; preference erosion, tropical products, amongst others. In short, the ambition for agriculture remains unclear.
5. By contrast, there is intense pressure on the NAMA 11 to make significant cuts in NAMA. Unlike, the agriculture text, NAMA 11 positions continue to be excluded in the revised text. The text provides for a coefficient of 7-9 for developed countries and while the text has moved away from a one-size-fits-all approach by establishing a range of options for tariff cuts for developing countries, the options remain constrained and will require disproportionate cuts for many developing countries, including South Africa. Moreover, the text now links the options to the scope of flexibilities in a sliding scale: 19-21 (14%); 21-23 (10%); 23-26 (no flexibility).
6. The revised NAMA text recognised, for the first time, the specific situation faced by South Africa, which during the Uruguay Round undertook severe tariff cuts. The text proposes additional flexibilities of up to 16% flexibility for South Africa but these are to be negotiated. South Africa’s position (like the NAMA 11) is that flexibility and coefficient should not be linked and that the spread of coefficient between developed and developing countries must be 25 points in order to preserve the principle of less than reciprocity in reduction commitments. For South Africa, we see the 16% flexibility as a minimum requirement. 
7. South Africa remains committed to concluding the Round but not at the expense of our broad developmental objectives and specific positions agreed by the NAMA 11 and G20. The comparability between agriculture and NAMA must be maintained and we must ensure the principle of less than full reciprocity in reductions commitments is preserved in the NAMA negotiations to have any chance of reaching an acceptable outcome in this phase of negotiations.
African Development and Integration
1. Our economic work in Africa has focused on a dynamic engagement in SADC, SACU, the AU and NEPAD and underpinned by a strong bilateral country focus. 
Bilateral

2. On the bilateral front, we pursue a systematic methodology that includes strategic and technical missions to identify precise areas of cooperation with partner countries. These generally include cooperation to promote infrastructure development, trade and investment, along with technical assistance particularly for institutional and policy building. The trade, investment, infrastructure and technical assistance work is pursued through negotiated agreements (MoUs) that set out areas for cooperation and is driven by institutional mechanisms lead by political principals. Negotiating investment agreements is also part of the work programme.
3. Key aspects of the work prograame included:
· Coordinating four (5) Heads of State Bilateral Economic Forums with Mozambique (twice), Namibia (twice) and Tanzania 
· Coordinating the economic cluster for participation in 6 Heads of State visits with the DRC (twice), Lesotho, Nigeria, Tanzania and Sudan.
· Signed investment protection agreements with: Guinea, Liberia, Sudan and Guinea Conakry

· Singed Bilateral Trade Agreement and Economic Co-operation MOU with Sudan, Senegal and Ethiopia
· Completed the following Economic Cooperation MoUs which are now ready for signature: Liberia, Nigeria, Senegal, Ethiopia, Gabon and Zimbabwe

· nvestment Protection and Promotion Agreement with Benin, Gambia, Ethiopia and Zimbabwe.
· Exchanged IPPA texts with Cote d’Ivoire, Burkina Faso, Ghana, Liberia and Malawi.
· Coordinated and participated in 11 technical missions to Angola, Gabon, Liberia, DRC, Ghana, Senegal, Ivory Coast, Central Africa Republic, Djibouti, Uganda, Rwanda
· Coordinated  6 fact finding missions to DRC, Djibouti, Tunisia, Algeria and Mauritania
· Coordinated 5 inward missions by THE Minister of Guinea Conakry, Prime Minister of Guinea Bissau and Mayors of Dakar, Ghana Export Promotion Agency and Nigeria Coordinated 6 business forums with Lesotho, DRC, Djibouti, Liberia, Nigeria, Ghana and Sudan
4. An important part of our work is around cross-border intrastructure development in which the spatial development initiatives (SDIs) is central. Preparations are underway to hold the 4th Regional SDI Conference in Mpumalanga Province later in 2008. Progress was also registered in the following: 
· Maputo Development Corridor: the dti and its Mozambican counterparts convened a Ministerial Meeting on the Maputo Phalaborwa Iron and Steel Initiative (MPISI) to discuss the feasibility of the project
· Walvis Bay and Transfrontier Parks: Participated in the opening of the Mata-Mata Border Post and Tourist Access Facility shared by Botswana, Namibia, and South Africa, aimed at facilitating movement of people and goods between the three countries.
· the dti coordinated and participated in the Namibia International Investors Conference. 
· Held a Ministerial SDI seminar in Angola and this was considered a major breakthrough in preparation for the launch of the Angola SDI’s.
· Officially handed over the Mtwara Development Corridor to the National Development Corridor in Tanzania and plans are underfoot to assist the NDC to organise an investment seminar.
· Implementation of the DRC-Bas Congo SDI is continuing 
5. The success achieved in deepening and extending SDIs in the region has laid the basis for extending the programme across Africa. We are beginning collaborative work with the NEPAD Secretariat and the ADP to coordinate this evolving programme.
NEPAD/AU

6. The focus of African multilateral economic work is two fold. First, the dti participates in processes on the continent that aim to advance the objectives of economic growth and integration as set out in Nepad and the AU. In particular, the work is aimed at strengthening those continental processes that seek to diversify and build agriculture and industrial production in African economies. Part of this process requires building regional markets and strengthening cross border infrastructure development.  This work is ongoing.
7. Second, our work with extra-continental partners is aimed at securing their support for the programme and project priorities defined at the continental level. This has been expressed in engagements with, China, under the Forum for China Africa cooperation, OCAC), at the Africa-India Summit, the Africa-EU strategy, with Japan at TICAD II. This work is ongoing.
8. South Africa participates in the now annual the Conference of African Ministers of Integration (COMAI) to consider and address the challenges of integration on the continent. The major issues addressed include multiple and overlapping memberships of RECs and efforts defining a minimum integration programme for regional economic communities. South Africa also hosted the extra-ordinary Conference of African Ministers of Industry (CAMI) in September 2007 in preparation for the AU Summit on industrialization. The outcome was a draft AU Industrial Action Plan. 

9. The NEPAD Review Summit took place on 15 April 2008 in Dakar, Senegal. A significant development was the decision to proceed with the immediate integration of NEPAD into the AU structures and processes. The NEPAD Secretariat and the AU Commission are working to determine appropriate institutional arrangements to give effect to the decision and ensure the respective work programmes are streamlined. 

10. With the EU, areas of cooperation have been identified in infrastructure, agriculture, governance, and energy. Work is now underway to devise a plan of action with a two year time frame for concrete projects for joint cooperation. 
11. With China, a series of measures have been agreed: 

· China would double its assistance to Africa by 2009.
· Provide 3 billion USD worth of preferential loans over the next three years
· Establish a China-Africa development Fund worth 5 billion USD to encourage Chinese companies to support African business and investing in including agriculture and manufacturing, infrastructure, and natural resources. 
· Cancel the debt of the HIPC countries for 2005.
· Increase the number of items for zero tariff treatment from 190 to 440 for LDCs

· Establish 3-5 trade and economic co-operation zones.

· Train 15000 African professionals in the areas of health, education and agriculture.

12. At the India-Africa Summit agreement was reached to provide duty free quota free market access for LDCs to the Indian market. As this was the first such meeting, it was agreed to that a joint Action Plan be established that would set out the scope for future cooperation. 
13. The fourth TICAD was held in May 2008 and its outcomes included an Action Plan to support African development that Japan will at the next G8 Summit.  Japan also agreed to double its ODA to Africa.
SACU and SADC
14. Since 1994, South Africa has considered regional economic relations in Southern Africa an essential component of our wider international economic relations. The Government has repeatedly committed itself to promote regional cooperation along new lines that will correct imbalances in current relationships. These considerations informed South Africa’s engagement in SACU and SADC. 
15. For SACU, the challenges are to build effective institutions with the requisite human and technical capacity and to forge common policies among Members that are at different levels of economic and institutional development and capacity. Much of the current work programme focuses on issues around revenue collection and sharing and this work is lead by NT. NT has submitted a proposal to review the RSF and consider options to enhance its contribution to regional integration and development. This will become a key policy issue for SACU.
16. There is a need to shift focus to programmes that will promote balanced economic development in SACU by strengthening the integration agenda in a way advances the region towards a common market, with elements of common industrial and other policies. This could be underpinned by a new revenue arrangement that separates customs revenue from the redistributive aspects. While the arrangement would maintain transfers to BLNS for an interim period, further consideration should be given to establishing a mechanism through which transfers are directed to infrastructural and investment projects that support regional integration and development in SACU. 
17. Important progress has been made on trade integration in SADC. By 2008, 85% of goods traded are duty free and, by 2012, 99% will be duty free. Indeed, the SADC FTA will be officially launched at the next SADC Summit scheduled for August 2008 in South Africa. There are, however, two emerging positions on the future of economic integration in SADC beyond achieving the FTA. Some SADC Members insist that work begin immediately to advance to a customs union by 2010. This is seen as the measure of deeper integration. South Africa, with others, has argued that that working towards a customs union in SADC is premature and that the region would expend enormous effort on issues that would not address the fundamental structural problems confronting economic integration in the region. 
18. Our approach is that the region’s limited resources should consolidate the SADC FTA by focusing on addressing the issues identified in the 2005 mid-term review of the agreement: Improving the rules of origin, enhancing trade facilitation, and addressing non-tariff barriers. In our view we also need to advance work on cross-border infrastructural development and sectoral cooperation with a particular effort to build the region’s production structures. 
19. The key policy issue that arises both in SACU and SADC is that the region has not responded to improved market access in South Africa.  South African imports from the region are increasing, but low value commodities drive most of the growth. Intra-regional trade is diversifying slowly. The most serious constraint to balanced regional trade remains undeveloped production structures in the region. This is a challenge for the region’s industrial policies: to expand the range of products that can be exported and to increase the value added of those exports.
Economic Partnership Agreement (EPA)
1. The immediate challenge confronting the future of regional integration is the EPA. Our assessment is that, on its current trajectory, the EPA is fragmenting integration processes in our region. Under the EPA, SADC has at least five sets of separate trade relations and regimes with the EU and each vary considerably from one another. This will complicate – even foreclose - efforts to build a single trade regime in the region and between the region and the EU which remains the region’s single most important trade partner.
2. The separate arrangements are creating a basis for new generation of trade policy division in region as they contain varying commitments in such new issues as services, investment, competition, and procurement. The EPA also threatens to weaken SACU - the oldest customs union in the world - as different commitments would require creating new customs borders within SACU and would, moreover, undermine efforts to build common policies in new areas.
3. In terms of some of its legal provisions, the EPA will limit the scope for industrial and agricultural development policy in SADC countries. It will also lock in trade relations with the EU in a way that is detrimental to efforts to diversify the region’s trade relations with other key economies including the most dynamic emerging economies in the world economy. All of this goes against the commitment to support regional integration that is entrenched in the Cotonou Agreement and repeatedly espoused by the EU based on its own experience of the benefits of integration.
4. Many ACP countries faced a difficult choice in December last year: Initial the Interim EPA that contained these egregious provisions, or destroy important export sectors. Nevertheless, ever since the initialing of the EPA, South Africa has consistently raised its concerns. It is also clear that many other ACP countries share these concerns: At the Africa-EU Summit, the ACP Ministerial Meeting in December 2007, the AU Summit in February 2008, and the AU Ministers meeting in April, similar concerns have been strongly expressed.
5. In the SADC EPA-EC Ministerial Meeting in March 2008, there was agreement that a parallel negotiating process begin to examine the concerns raised. At a follow up bilateral meeting between South Africa and the EC in early May, we agreed to re-start the stalled tariff negotiations between South Africa and the EC with a view to forging a common SACU tariff offer. At the SADC-EC Negotiating session later in May, Angola, Namibia and South Africa issued a joint concerns paper that will be followed up with specific negotiating proposals for the EPA. The May meeting also saw some progress in the tariff negotiations.

6. It should be noted that the EU council, at its meeting of 26-27 May 2008, indicated that the concerns raised by ACP countries should be addressed and called on the Commission to exercise flexibility in addressing these concerns to ensure that a final outcome supports existing regional integration processes. These sentiments would need to be carried over into the negotiating process. It is of immediate importance that we agree not to rush towards signing and ratifying the Interim EPA – the currently proposed date is 1 July 2008. This arbitrary deadline should not compromise effort to address substantive concerns. 
7. The EC should uphold its commitment to least developed countries, made in the Doha negotiations, to extend duty and quota free; access to them without demanding reciprocity as they have under the EPA. Moreover, while we recognise the importance of new generation issues like services, we believe a framework with an appropriate sequencing and timing should prioritise national capacity building in these areas, followed by a process of regional convergence, before legal commitments are undertaken with the EC. In making these adjustments to the negotiating process, we would also ensure that trade between the ACP and EU is not disrupted.
8. We need to recognize that the SADC integration agenda is already seriously compromised by the EPA. There is a possibility but no guarantee that we will be able to address the threat to SACU. If we are unable to reach agreement on the legal provisions of the text or conclude South Africa-EC tariff negotiations, SACU will have two separate trade regimes with the EU and would no longer be able to act as a coherent customs union. Its future would then need to be re-considered. 
India-Brazil-South Africa (IBSA)     

The IBSA engagement is broad based and, for South Africa, it is lead by DFA. The DTI brief is to lead the engagement in the Trade and Investment Working Group which establishes a cooperative framework for joint work on SMEs, non-tariff barriers, coordinating private sector participation, and providing oversight of preferential trade agreements with a view to establishing a trilateral trade arrangement.
Much of the work deals with information exchange relating on trade and investment opportunities among IBSA and clarifying the respective regulations that affect trade (Standards, SPS etc). There is also a work programme to exchange information on best practices in promoting SMEs. 

On the trade negotiating side, India and Mercosur have concluded their negotiations. In April 2008, SACU and Mercosur concluded negotiations for a preferential trade agreement (PTA). While some minor technical issues need to be checked, the date for formal signature of the PTA is under consideration. SACU and India launched their PTA negotiations in October 2007, followed by the second session in February 2008.  

Some preparatory work has begun on the SACU-MERCOSUR-India Trilateral Trade Arrangement (TTA). A first meeting at senior official level was held in September 2007 where it was agreed to commission studies that would inform a future possible decision to initiate negotiations.
Trade Policy Review

ITED, under the guidance of Deputy Minister Davies, initiated a tariff policy review in November 2007. It is to be modeled on the NIPF and will have tow main parts. First, it will provide a review and assessment of South Africa’s trade performance and tariff policy since 1994. It will also review the key elements of South Africa’s trade negotiations. The second part will consider recommendations on the direction of South Africa’s trade policy for the future. 

A reference team has been established and a first draft should be prepared by October. This document would then form a basis for broader consultations across government, including Parliament, and with civil society, with a view to forging a broadly agreed trade policy posture for South Africa into the medium term.
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