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Cattle rearing has a long tradition in Zambia - which is why milk produc-
tion bears an important potential for rural development in Zambia.
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EU EXPORT SUBSIDIES FOR MILK -
THREATENED SMALLHOLDER STRUCTURES IN ZAMBIA

European farmers are spilling milk, spraying it onto fields
as a fertiliser, or simply feeding it to animals - to protest
against the much too low milk prices.

Instead of the required 70 Euro cents a litre, they are now
getting paid only 20 cents. The huge surplus of milk in
Europe is to blame. The butter mountains and milk lakes
continue to grow. So since the beginning of 2009, Euro-
pean Union (EU) milk exports have once again been sub-
sidised. Thisis done at the expense not only of tax payers
and the EU budget, that since October 2008 already has
had to provide Euro 1.3 billion for present intervention
and export subsidy measures,! but first and foremost at
the expense of dairy farmers in developing countries.
In Zambia for instance, these had just managed to build
up a modest but stable existence with three meals a
day, a daily cup of milk for the children and a little bit of
money for education and health care. They now fear they
will fall back in poverty once cheap European milk forces
them out of their market. The EU is torpedoing its own
efforts in the field of development policy.

The milk quota extension and the export subsidies for
dairy products are however not the only reason for
concern: The EU is presently urging many developing
countries to further liberalise their markets by means
of Economic Partnership Agreements (EPA). In 2008,
Germanwatch, FIAN and other non government organi-
sations already reported on the devastating impact of
cheap tomato paste and poultry parts exports to Gha-
na.2 The present publication now focuses on South East
Africa and the example of milk, and with a systematic
analysis of the issues, once again demonstrates the exist-
ence of a structural problem in liberalised trade policy.

The negotiations on the Economic Partnership Agree-
ments between the EU and the ACP countries3 should
have been concluded two years ago. Up to now though,
no agreement could be reached on controversial key is-
sues such as the development dimension of the agree-
ment and the scope of market opening for agricultural
goods, among others. Temporary agreements do exist
but in most African regions, the negotiations are still in
process. The fear is that once the tariffs have been elimi-
nated, cheap European agricultural products with which
smallholders cannot compete would be increasingly
present on the African markets. Thus EPAs threaten the
subsistence and the right to food especially of smallhold-
ers, a section of the population that is generally parti-
cularly poor. Both the EU and the ACP countries recog-
nised the right to food in the UN Social Covenant and thus
committed to its implementation.

In the last months of 2008, the European side did make
steps towards the African countries. With public criticism
and through lobby talks, we managed to contribute to the
fact that African countries could keep tariff protection
for many products that are higher and more flexible than
the EU originally demanded. Whether this will suffice in
practice in order to protect African farmers from cheap
imports will become clear only with the implementation
of the EPAs.

These remain controversial: Indeed, on 29 August 2009
Felix Mutati, Zambia’s Commerce Minister as well as chief
negotiator for the East African region, refused to sign the
EPAs at the last minute, as there was still need for discus-
sionin the region.

1 Unabhingige Bauernstimme (October 2009), p.16.
2 Paasch, Armin (2008).

3 The Countries of Africa, the Caribbean and the Pacific (for the most part former colonies), with which Europe has had special agreements since 1975 already.



This brochure is based on a fact finding mission* to Zam-  (CSTNZ), the Peasant Farmers Association of Ghana and
bia undertaken in September 2007 by Germanwatch to-  the FoodFirst Information and Action Network (FIAN)
gether with the Civil Society Trade Network of Zambia  Germany and FIAN International.

4 You will find the results of the fact finding mission in Germanwatch et. al. (2008).



LIBERALISATION AT ALL CosTs -
How THE EU HINDERS DEVELOPMENT

Today in Germany, scores of small and medium scale dairy
farmers are on the brink of ruin. The reason for this is an
immense surplus of milk that is causing a drastic fall in
prices. This development is a result of deliberate policy
choices and is orchestrated by the Common Agricul-
tural Policy (CAP). Even persistent farmers” demonstra-
tions cannot stop the European Union from planning to
entirely eliminate milk production quotas by 2015.
Today already, the consequences are dramatic: Dairies
and supermarket chains pay the producers a continu-
ously decreasing price. Even large industrial firms now
experience difficulties to hold out against competition.

The Magoye dairy cooperative successfully organised the local
processing of milk in the Mazabuka district in the south of Zambia.
Photo: Ulrich Déring

Dairy farmers are suffering from the affect of this policy
way beyond the EU borders. Indeed, the EU being the
largest producer, it dictates the price development at
the international level. In January 2009, the European
Community itself decided to reintroduce the heavily
disputed subsidies for the export of dairy products in
order to stop prices from falling on its domestic market.
These export subsidies have a negative impact on market
prices and force producers throughout the world to fol-
low this trend.>

In Southern Africa too, imported powdered milk and milk
made out of the latter are omnipresent. Milk floods on
international markets represent an acute threat to the
livelihood of small and medium scale dairy farmers af-
flicted by hunger and poverty, for local dairies and con-
sumers only pay them as much as the cost of imported
powdered milk.

As in many African countries, 70 per cent of the Zam-
bian population live from agriculture,® 52 per cent of
which are smallholder farmers with less than two hectare
of land.” 64 per cent of the people earn less than a dol-
lar a day, and every second person is considered under-
nourished.8 For many farmers, milk production is the only
constant source of income, especially as maize and veg-
etable growing have become increasingly risky over the
past years due to climate change. There are hardly any
other options for earning a living, let alone social security
systems.

5 During the Ministerial Conference of the World Trade Organisation in
Hong Kong in 2005, the EU promised to abolish export subsidies. For more
details on EU milk export subsidies, refer to Germanwatch (2007), p.17.

6 General Statistical Office Zambia (2005).

7 Chipokolo, Clement (2006).
8 United Nations Statistics Division and Food and Agriculture Organization
of the United Nations - Statistics Division.



MiLk: A SECTOR OF HOPE FOR MANY

Magoye, a two-hour drive south of the Zambian capital
city, Lusaka. This used to be Zambia’s most fertile re-
gion, the young nation’s maize granary. However, for
many years now, a radical change has been taking place:
droughts and floods are causing important crop failures.
The farmers had to give up growing maize and vegetables,
the basis of their livelihood. 77-year-old John Mwemba
has witnessed this development. He is the Vice Presi-
dent of the Magoye dairy farmers cooperative which has
since given new hope to this small rural locality.

Photo: Ulrich Doring

The Magoye dairy cooperative successfully organised the local processing

Mwemba recounts that at first there were two dozens
farmers who had joined forces given the harsh circum-
stances in the mid 90s, in order to jointly receive a better
price for their milk. Back then, it was still the state-owned
Dairy Produce Board that requlated the dairy market.
A further State organisation was charged with the pur-
chase and transportation of the milk. When some 15
years ago these State organisations collapsed due to the
pressure of the State’s international donors, this forced
structural adjustment was at first a problem for Magoye.

W il AN
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of milk in the Mazabuka district in the south of Zambia.
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The members of the dairy cooperative then had to find
buyers for their milk themselves, and invest in cooling
facilities and means of transportation. The beginning
was hard but the project was successful and after a few
years, they managed to find new supporters: In 2001,
with the financial assistance of the German Embassy, the
cooperative set up a milk collection centre with a cooler
tank and bought a transporter.

From then on, the association grew into a well function-
ing cooperative with steady customers. The most impor-
tant bulk buyer is the Parmalat dairy corporation located
in neighbouring Mazabuka.? From there, the milk and
dairy products are delivered to various supermarkets and
retailers. The cooperative now covers an area with a ra-
dius of 40 Kilometres. It was the setting up of collection
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The dairy corporation Parmalat commercialises the milk of various regional cooperatives. Photo: Ulrich Déring

centres in the region that made this possible; more than
300 farmers are now participating. They produce a vol-
ume of 1800 litres during the dry season and up to 3000
litres in the rain season. The farmers have adapted their
farmstothe newtrade andinvestinthe health and breed-
ing of their cattle. As the experience grew, the quality of
the milk developed further. Mutual control ensures that
hygiene standards are respected.

John Mwemba sheds some light on the significance the
cooperative has been gaining for the local economy:
“Here in Magoye, during the famine that affected the
whole country in 2005/2006, we, the dairy farmers, were
the only ones who did not become entirely dependent on
state food aid. Thanks to our continuous income resulting
from the sale of milk!”

LS
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9 Only about three per cent of the milk bought by the Parmalat dairy corporation comes from smallholders. Two further smallholder cooperatives and a dozen
large scale farmers from the region also deliver their milk to the company’s milk collection centre.



For many farmers, milk remains the only financial pillar,
as is the case for 73-year-old Mr Mhvwela with his wife
and son. They do not own much. The support of social
welfare by far does not suffice to cover the basic needs of
the family. Their only safeguard against hunger is a cow,
donated by Heifer International.’® This cow provides one
to two litres of milk a day, which Mr Mhvwela carries to
the collection centre on foot - a distance of 15 kilome-
tres every day. But Mhvwela has no choice: “We need
the money from the sale of the milk! This is the only way
we can buy important products for daily use such as salt
orsoap.”

Monica Matambo’s family, though comparatively better
off than many other families in Magoye, is also depend-
entontheincome generated by the sale of milk. Since her
husband’s death, Monica has been a dairy farmer and has
to provide for a large family. She milks about 15 litres a
day with the support of her employees. Monica says that
food is often scant and meals have to be left out, but
“with the little money earned from milk, | could send my
son to university. He will soon be graduating!”

Without the cooperative, numerous smallholders in the
region of Magoye would not be able to secure their liv-
ing, let alone finance the education of their children.
Mwemba is happy with this development. But he also
has ambitious plans: He intends to further expand the
network of producers, set up additional milk collection
centres, and increase the production with the rearing of
native dairy cows: “You know”, he says, “our native cows
are very robust. They are very resistant against illnesses
and because they are very strong, farmers can use them
to plough; but they do not give a lot of milk - between
three and five litres a day. Other breeds, such as the Frie-

A smallholder’s cow yields between two and six litres of milk a day,
depending on the season - one of the reasons for the low produc-
tivity in the smallholder sector. Photo: Ulrich Déring

sian cow, produce a lot more: up to 40 litres! But they do
not like the climate. So we have to cross them with native
breeds. The result: very versatile cows that are strong
and resistant and also yield good milk.”

Mwemba’s plans testify to a lively spirit of entrepreneur-
ship around Magoye. Milk from the region possesses very
good sales opportunities, as confirmed by the constant
demand from Parmalat. The dairy currently cannot even
exploit its full potential capacity: it currently processes
50,000 litres of milk a day but has capacities for more
than twice as much. International market studies also
document that Zambia is only able to cover its demand
in milk with the help of powdered milk imports.T This
makes the case for boosting up production.’2 In addition,
Parmalat also identified export potential to Zimbabwe,
Malawi, Congo, Tanzania and Angola. Bad infrastructure

10 Heifer International is a US-American development organisation that has been giving farm animals to disadvantaged communities for the past 50 years.
Following the ,Heifer principle”, foals and calves are passed on among vulnerable families.

11 COMESA, EAC (2004).

12 The report assumes that Zambia requires 252 million litres of milk a year but produces only 190 million litres. The 25 per cent difference is imported in the
form of powdered milk. The estimated per capita consumption of about 15 litres a year on which this calculation is based lies far below the 45 litres recom-

mended by the FAO for a healthy diet.
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and other trade barriers still hinder the implementation
of these options'3 - and anyway milk production may
also represent a good option for the farmers there to
secure their living.

Mwemba however fears for the future of the farmers.
He is conscious of the threat the economic agreements
with the EU represent for the small and medium scale
milk sector in Magoye - and the whole of Zambia: “If, as
a result of the EPAs, European milk floods the Zambian
market, the people will not be able to sell their milk any
more”, says Mwemba. “Then the smallholder coopera-
tive will have to close down. And if we close down,
then there will be no jobs any more, food supply will be
jeopardised and we will end up in poverty again.”

Where Do Milk Imports to Zambia Come From?

The EU is the world’s biggest producer of dairy products
and the largest exporter of powdered milk to Zambia
after South Africa and New Zealand. Part of the milk im-
ported from South Africa is presumably smuggled from
the EU.T4 Direct access to the Zambian market is restric-
ted due to import duties. South Africa has great market
power in Zambia. Nearly all supermarkets are South Af-
rican. South African investments in supermarket chains
in Zambia are increasingly used as a selling channel for
European dairy products. South Africa has tight trade
relations with Zambia, both being a member of the
SADC (South Africa Development Community) Free Trade
Area. Tariffs within this regional economic and trade
community are inexistent or are very low for most trade
goods. South Africa for its part signed the so-called
“Trade Development Cooperation Agreement (TDCA)”
with the EU as early as 1999 and also imports powdered
milk from the EU. The total quantity of milk available
to South Africa for export thus increases.

Dairy products originating from the EU can nowadays not
be identified as such in Zambia. The traces of their actual
origin get smeared in South Africa. This is a prominent
characteristic of dairy product trade in the South Afri-
can economic union. It is well known that Irish butter im-
ported to South Africa is packaged into smaller portions
(blocks of 125 g) before it is imported into neighbouring
Zimbabwe and traded there under a new name. Traders
thus save on the import tariffs, which allows them to
make a good profit. Experts assume that similar trade
ways exist for powdered milk and other dairy products.
Unpackaged and traded across the border to Zambia,
they are sold there directly or processed and put on the
market as local fresh milk.

Zambia“'s imports of powdered milk,
tri-yearly average 1999-2005 (in tons)

Australia 15 15
Mauritius a) b) 24.7
New Zealand 218 508.7 142.7
South Africa a) 288 277.7 678.7
Switzerland 10 60.7
Zimbabwe a) b) 1724 19 10.7
EU 20.5 104.3 133
Other 2 8,47 15,77
Total volume of imports  2252.5 953.3 1078.7

a) SADC b) COMESA
* Average of the figures from 1997 and 1999,
1998 figures not available.

Source: Reichert, Tobias (2007), p. 13.

13 Valeta, Alexander (2004).
14 FIAN (2007), p. 13.



FooD SECURITY = HiISTORICALLY Low PRICES THREATEN
DAIRY FARMERS IN DEVELOPING COUNTRIES AND IN THE EU

European milk prices dwell in the cellar. Many farming
women and men here in Germany receive less than 20
cents for a litre of milk, only half as much as two years
ago. As aresult, numerous dairy farmers are on the brink
of ruin, in Germany and in the rest of the EU. The crisis
hits all types of business structures. Even large firms
that milk several hundred cows cannot get by with this
ridiculously low milk price.

Volume Expansion: The Cause of the Milk Crisis

But how did it get to this crisis? Why do farmers sell their
milk at a price lower than its value? The EU dairy market
has a so-called milk quota. It specifies how much milk may
be milked in the whole of the EU, in each country and on
each farm. In March 2008, the EU agriculture Ministers
increased the quota by nearly 4 per cent. In November
2008, further quota increases were decided on - starting
in 2009, a one per cent increase per annum for five years,
in 2015 it will be entirely abolished. This was justified
by, among other things, new export opportunities for
European dairy products primarily into Asia. Behind this
and behind the discussion on the abolition of milk quota
in 2015, there are the interests of the export oriented
dairies. They want cheap milk surplus in order to secure
parts of the world market for themselves.

The interests of the food industry seem to be the only
ones that are of interest to the politicians. When the milk
quota increase was decided on, there was no evidence of
a significant increase in the demand for dairy products.
According to EU Commission data, EU exports have de-
clined since the spring of 2008, with the exception of
whole milk powder. On the domestic market too, the

consumption of dairy products is stagnating or slightly
in decline. This also shows that consumers do not drink
more milk even in the face of low prices.

Milk production forits part has gone up with the increase
of the milk quota. If the Brussels figures are correct, cow
milk production in the EU-27 increased by 0.8 per cent in
2008 to reach just under 150 million tons. Between Janu-
ary and April this year, it even increased by more than
five per cents in most EU countries.

The surplus thus created on the EU dairy market led to
a collapse of prices and triggered hectic reactions: Milk
powder and butter are once again stored in State milk
lakes and butter mountains, the farmers were promised
aid credits and tax exemptions. Large firms in particular
are to be made “fit” for the international market with
State investment assistance. These measures however
changed nothing to the low milk prices. Further, the trig-
ger of the crisis, the higher milk quotas, are not to be
touched according to the will of the EU Commission and
most Member States.

Farmers in Developing Countries Suffer Twice
As Much

For dairy farmers in developing countries, these news
are twice as bad. After the price collapse, the EU reintro-
duced export subsidies for dairy products. A sad back-
slide, after they had been suspended in 2007. It is true
that most subsidised exports go to countries in North
Africa or East Asia that produce only little milk them-
selves. But even quantities that are small on a EU scale
can lead to thousands of dairy farmers in African coun-

11
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Even German dairy farmers protest against export subsidies. Vice-President of the Magoye milk cooperative, John Mwemba, on a demon-
12 stration with 10.000 dairy farmers in Berlin, December 2008. Photo: Kerstin Lanje



tries losing their income. The dairies there then move
onto cheaper and easier to process milk powder from
the EU, and stop buying locally produced milk - as evi-
denced by examples from Burkina Faso and Cameroon,
among others. In the long run, the European dairy sector
is meant to become so “competitive” with the assistance
of state investment aid, that it will be able to supply the
world market even without any direct export subsidies.
However, it achieves this apparent competitiveness by
actively squeezing competitors out of the market.

The only reason why the EU can export large quantities
of animal products - not only dairy but also pork and
poultry - is because it is importing feedingstuff such as
soya in parallel. According to calculations by the “Wup-
pertal Institute for Climate, Environment and Energy”,
the cultivation of feedingstuff takes up a surface of 2.8
million hectares outside of Europe for Germany alone.
This corresponds to nearly a fourth of Germany’s arable
land. Most of the soya is imported from South America,
where smallholders are displaced from their fields, rain
forest is cut down and ecologically valuable savannahs
are ploughed up, all for the extension of soya acreages.

Undermining Climate Protection Targets

Since last year, promoting a climate friendly agriculture
has been an expressed goal of the EU agriculture policy.
So far though, hardly any budget and programmes have
been defined. The milk quotaincrease and investment aid
for intensive dairy cattle rearing on the other hand harm
the climate. For one, increased milk production as such
already leads to higher emissions of climate threaten-
ing methane due to the digestion processes in the cows’
stomachs. Further, the increasing concentration and in-
tensification of production resulting from lower prices
emits more greenhouse gases than extensive milk pro-
duction adapted to the location of production, and ad-
ditionally heats up climate. As virgin forests are being cut

down in South America for the import of feedstuff, more
CO5 is emitted. Climate friendly forms of cattle rearing
adapted to their location will noticeably disappear with
lower milk prices.

Adapting European Dairy Production to Demands
and Ecological Limits

The EU’s dairy policy is going in the wrong direction. This
is why ever increasing numbers of dairy farmers in Germa-
ny and the EU are organising into the Federal Association
of German Dairy Cattle Breeders and call for production
to be aligned with the actual demand. In this they receive
the support of an alliance of organisations for environ-
mental protection, animal rights, Human rights and de-
velopment, which Germanwatch and the German Small
Farmers” Association (Arbeitsgemeinschaft bauerliche
Landwirtschaft) are part of.

If milk is produced only in the quantities which we actu-
ally consume, milk prices will stabilise and the existence
of dairy cattle farms will be secured. Canada for instance,
and some other countries, show how with clever and flex-
ible systems to control the offer, matching demand and
offer can be successfully controlled in the long term in
the dairy sector too. Last year already, dairy farmers at-
tracted attention to their alarming situation with a milk
delivery stop. They do not want export subsidies either,
as these only benefit European dairies and harm their
colleagues in developing countries. A dairy production
aligned with demand would put a stop to surplus artifi-
cially cheapened by subsidies on the world market. Dairy
firms here should instead be receiving producers’ prices
that cover the costs. This is a decisive condition for more
sustainable production methods such as cattle rearing on
pastures, and thus for a dairy production that is compat-
ible with the climate. “Milk does not travel well” so an
African saying goes. In order to create fair conditions for
German and European farming women and men as well

13
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as support the setting up of dairy production in develop-
ing countries, the EU must at last adapt its volumes of
produced milk to demand on the domestic market. This

is the only way the scandalous butter mountains and milk
lakes can be durably abolished.

German and Zambian dairy farmers want the same!

German dairy farmers too are protesting against the
misguided EU agriculture policy, such as on the milk
parade in November 2008 in Berlin that gathered
10,000 dairy farmers. John Mwemba protested along
and spread optimism.

“It has become clear to me that farmers in Zambia and
Germany have the same concerns. We hope to receive
cost-covering prices for our milk. When | see the serious

efforts of the dairy farmers, | am positive that our situ-
ation can change.”

The goals of European farmers and smallholders in
developing countries are thus in no way opposed.
Both want sustainable dairy farming that also guaran-
tees a reasonable price. Mwemba wants to take this
conviction to Zambia too.

EU TRADE PoOLICY THREATENS SMALLHOLDERS IN ZAMBIA

The EU agriculture Ministers have so far ignored the im-
pacts of their policy on developing countries. This atti-
tude is a to-the-point expression of political irresponsi-
bility as regards the development policy dimensions of
European decisions.

The EU Trade Commissioner and the Development Com-
missioner as well as the Members of Parliament who are
supporting the Commission’s approach as regards inter-
national trade issues similarly close their eyes: Under
the Economic Partnership Agreement, existing tariffs on
imported goods are meant to be at first severely restrict-
ed and eventually, after an adjustment period of up to 15
years, abolished, with the exception of sensitive prod-
ucts such as milk.7> Over the coming years, these free
trade agreements will thus force the markets of devel-

oping countries to open up to EU imports. Governments
will thus lose the scope of policy action that enables
them to support income and food security with protec-
tion mechanisms and an active stimulation of the econ-
omy.

EU representatives nevertheless assert that the Econ-
omic Partnership Agreements are an integral component
of a development partnership for the promotion of lo-
cal and regional economy. Without any import restric-
tions however, cheap European imports are threaten-
ing to shatter the development of the small am medium
scale dairy sector in Zambia. Nevertheless, considerable
progress has been achieved in this area in the past years,
not least thanks to the support of international develop-
ment organisations. Furthermore, so-called stand still

15 Reichert, Tobias et. al. (2009), p. 15.



clauses are negotiated on in the EPAs; these prohibit
any increase of import tariffs above their present level.
This ban also applies to the sensitive products previously
excluded, as well as to infant industries that are in the
process of development or may emerge later - if foreign
competition does not hinder it. With this and with the
general abolition of export restrictions, the signatory
States are deprived of all instruments for actively con-
trolling their economy.

As opposed to promises often made, the opening of
world markets will not alleviate the lack of food. On the
contrary, over the past years, it has become evident that
world market dependency represents a risk: drastic price
fluctuations are putting a strain on people in those coun-
tries that cover their food security with imports.’6 In
2008, price increases were particularly dramatic and for
staple such as rice and cereals, rocketed to over 120 per
cent, compared with 2006.77 The price increases were
caused by crop failures due to the climate, stagnating
agricultural productivity, the oil price rise and a grow-
ing demand for feedstuff and agricultural fuel. A further
reason for this is that in recent years, food has become
an object of speculation. In times of unstable financial
markets and economic crises, food passes as a lucrative
investment option.'® Hedge funds and pension funds in
particular looked for new investment options after the
real estate bubble popped in the USA. Already in 2006,
before the crisis, the total trade volume at the world’s
largest commodity futures exchange for agricultural
goods, the Chicago Mercantile Exchange, rose by 30
per cent. Still, back then, “only” 55,000 contracts a day
were being concluded. In 2008, these amounted to up to
130,000.

These connections and developments require now more
than ever that local capacities be protected and strength-
ened in order to dispel the risk of international food

crises. More specifically, the people living in countries
such as Zambia, that are threatened by hunger and
poverty, must not be subjected to an international policy
that does not perceive the development policy dimen-
sions of its decisions!

In 2008, 136,000 contracts on agricultural goods were concluded at
the Chicago Mercantile Exchange every day.
Photo: dpa Picture Alliance GmbH

16 Schneider, Mindi (2008), p. 5-7.
17 FAO Food Price Index.
18 Reichert, Tobias et. al. (2009), p.11.
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DISASTROUS ECONOMIC PARTNERSHIP -
LOSING SCOPE OF ACTION AND PROTECTION

The analyses of the UN Food and Agriculture Organisa-
tion (FAQ) are alarming: in total, a sixth of the world pop-
ulation is suffering from hunger and malnourishment;
since 2006, the number of affected people has been in-
creasing every year, with no end in sight.

At first, high oil prices, crop failures, a strong demand for
agricultural fueland excessive price speculations on stock
exchanges pushed food prices up.'9 Even if the tempest
on international markets has now settled down, the gra-
naries in most developing countries remain empty. They
fill up too slowly to keep up with the demand, and food
imports are not sufficiently responsive; thus prices re-
main at a record level.

On top of that comes the economic crisis: The FAO ex-
pects that just in 2009, a further 100 million people will
be pushed into hunger because they have lost their jobs
orincome.20

UN experts increasingly blame the orientation of the
world market as regards the supply of staple for the
present situation. Since the 1980s, international finance
and development institutions have being promoting this
strategy. Instead of strengthening local food production,
cheap food is imported from overseas and paid for with
the income from export trade, generally minerals or ag-
ricultural commodities. This policy led to the neglect of
rural development over decades, and to whole nations
now being vulnerable to international price fluctuations
and economic recession. Furthermore, it is particularly
rural regions that are thus affected by hunger and pov-
erty. Throughout the world, 50 per cent of those suffer-

ing from hunger are smallholders, 20 percent landless
workers, 10 per cent livestock farmers and fishermen
and women, and only the remaining 20 per cent live in
cities.?]

In the face of serious rural poverty in developing coun-
tries, the UN Special Rapporteur Olivier de Schutter
warns: “Every trade regime that does not serve these
segments of the population most probably infringes
upon the international Right to Food.”

He argues that the liberalisation of food markets does
not offer sufficient incentive for development. On the
contrary, De Schutter stresses: “The idea that similar
competition conditions exist once restrictions in the form
of subsidies and tariffs have been eliminated, is, in view
of the vast differences in the volume of production of
developed and less developed countries, utterly ab-
surd.”22 The unequal price competition will crush small
and medium scale producers. Furthermore, export sales
offer too few income opportunities for producers in
developing countries, as international food chains abuse
their negotiation power in order to exert strong price
pressure on the producers.23 The UN Special Rapporteur
for the Right to Food thus warns against trade liberal-
isation for the sake of liberalisation.24 Economic agree-
ments with developing countries must be based on
national strategies for food security and leave the
governments of the poorest countries the necessary
scope of action. Jacques Diouf, Director General
of the FAQ, also has the following words of caution:
“The present situation of world food insecurity
cannot leave us indifferent! Poor countries must be

19 Reichert, Tobias et. al.(2009), p. 10.
20 FAQ (2009).
21 De Schutter, Olivier (2009), p. 5.

22 |bid. p. 9.
23 |bid. p.9- 18.

24 De Schutter, Olivier (2008), p.10.



given the developmental, economic and policy tools re-
quired to boost their agricultural production and pro-
ductivity. Investment in agriculture must be increased
because for the majority of poor countries a healthy
agricultural sector is essential to overcome poverty
and hunger and is a pre-requisite for overall economic
growth.”2>
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The World Bank (WB) and the International Monetary
Fund (IMF) on the other hand continue to insist on more
free trade, liberalisation and privatisation. Even in times
of hunger and financial crises, their main worry remains
that countries could refuse further liberalisation and
return to protectionism. Instead, they persist in thinking
that only liberalised food markets and free world trade
can guarantee food security - even though the last three
years proved this wrong.

Avyear ago, 5,500 Zambian Kwacha, i.e. the equivalent of one Dollar and for many family a daily ration, could buy significantly more things.
This is due to both the rate of inflation of more than ten per cent, as well as the increasing food prices. Photo: Ulrich Déring

25 FAO (2009).

17



L

Milk production serves as an alternative source of income to corn growing. The living standards of the participating farmers have already
18 improved, and women have been better integrated. Photo: Ulrich Doring



THE EU EXERTS FURTHER PRESSURE IN ORDER TO FORCE
ACP COUNTRIES TO OPEN THEIR MARKETS

If one however has a closer look at the negotiation proc-
esses and interim Economic Partnership Agreements
against this disquieting background, it appears that de-
cisive provisions are lacking. The Cotonou Agreement, in
the frame of which the EPAs are negotiated, does stipu-
late that international Human Rights and social rights
should serve as guidelines for the cooperation nego-
tiations. But none of the EPAs does implement this, let
alone contain references to this requirement. One can
search in vain for mentions on the situation of particularly
sensitive population segments in the whole EPA process.
The way in which the negotiations have been conducted
and the existing agreements drafted testify of purely
economic negotiation goals.2® The EU is thus violating
its own principles. The European Consensus on Develop-
ment prescribes that “EU partnership and dialogue with
third countries will promote common values of: respect
for human rights, fundamental freedoms, peace, democ-
racy, good governance, gender equality, the rule of law,
solidarity and justice.”?7 Further, the “EU is strongly
committed to effective multilateralism whereby all the
world’s nations share responsibility for development.”28

Moreover, the world economic changes that have taken
place since the global recession makes the strict opening
of the ACP countries” markets even more alarming: The
EU market sends too few incentives for liberalisation,
with all its negative consequences, to be a promising de-
velopment strategy. The EU did promise to support the
developing countries with financial means during the ad-
justment period but these promises are neither concrete
nor part of the EPA contracts.

Today’s world economic situation begs the question of
which of both bad options developing countries can bet-
ter cope with: a decline of their export income resulting
fromthe loss of free access to the EU market, orincreased
competition, lower tariff income and the surrender of
scope of action in economic policy.

The precarious development of the world economy
reinforces the arguments speaking against any long-term
renouncing of economic policy measures for the protec-
tion of development and food security. The complete
elimination of these instruments is unnecessary in the
frame of the World Trade Organisation regulations.2®
The EU should thus make steps towards the ACP coun-
tries and other developing countries and agree upon
more flexible provisions.

F. ot Tl —

Milk production serves as an alternative source of income to corn
growing. The living standards of the participating farmers have
already improved, and women have been better integrated.
Photo: Ulrich Doring

28 |bid.
29 Bertow, Kerstin (2009), p. 6f.

26 UN Human Rights Council (2007).
27 European Union (2006).
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DiviDE AND CONQUER: THE EU TRADE PoLICY
THREATENS REGIONAL INTEGRATION IN AFRICA

“The European Union pledges to further integrate Africa
in the global economy with new trade agreements, and
in this way to reduce poverty.” Admittedly, this sounds
good. However, Dominic Chanda, representative of the
non-governmental organisation Zambia Trade Network,
stresses that: “In theory, our products already had ac-
cess to European markets; In practice though, laborious
control standards and rules of origin stopped us from
profiting from it! The trade regime with the EU so far
in particular denies our processing industries any ex-
port options. Zambia, like most former colonies, has up
to now being delivering only raw materials to the EU:
Copper and cotton.”30

Chanda has experience with the nice words of the Euro-
pean representatives for the new economic agreements
with former colonies, as well as with the subtleties that
will eventually determine whether or not there will be
new development incentives in the future. The young
NGO representative from Zambia followed all negotia-
tion rounds with the East and Southern African region
(ESA), for the Zambian government is also taking part in
the trade talks. “We are trying to bargain for new trade
and development incentives. If we didn’t,” Dominic says,
“our position as regards regional integration would also
be compromised.”

Chanda condemns the EU trade strategy as regards the
considerable means of pressure and self-interest of the
EU: “Up to now, in international trade talks, African
countries had acted in one bloc together with the other
developing countries throughout the world; protected

by great economic powers such as Brasil, India and
China, we were able to bar the opening of our mar-
kets. Now though, during the EPA negotiations, the EU
has been using an unscrupulous strategy of Divide and
Conquer”, Dominic Chanda states. “Indeed, originally,
regional partnership agreements should have been
established,”31 he continues, “in order to stimulate lo-
cal development processes across borders. However,
no agreement could be reached with the regions over
the course of the agreed seven-year negotiation period.
It was not possible to conduct the complicated integra-
tion of the heavily fragmented African regions in such a
short time! In spite of this, the EU insisted on the agree-
ment being signed by the deadline; but now, with indi-
vidual countries.” The strongest mean of pressure of the
EU: threatening to take back the privileged market ac-
cess for African export products. “The richer developing
countries such as Ghana, Zimbabwe, Kenya or Mauritius
heavily depend on export trade with Europe and thus had
to give in. Bilateral interim agreements were set up in a
hurry. And of course, the interests of particularly poor
countries such as Zambia were ignored!”

Chanda sees serious consequences awaiting the African
developing regions: “You see,” he explains, “let’s take
for instance Zambia, it is neighbouring Zimbabwe and
its neighbouring country South Africa. We consider the
dairy sector to be an important driving force for the de-
velopment of our rural regions and will thus exclude it
from liberalisation. Our neighbours on the other hand
want to protect other sectors and are willing to open the
dairy sector.”

30 For details on the rules of origin under the EPAs refer to: Reichert, Tobias et. al. (2009), p. 17ff.

31 The general framework of the Cotonou agreement, signed in 2001 by the European and African States, prescribes that regional economic agreements be es-
tablished by 2008: According to article 35(2), “Economic and trade cooperation shall build on regional integration initiatives of ACP States, bearing in mind
that regional integration is a key instrument for the integration of ACP countries into the world economy.”



South Africa has had an agreement with the EU since
1999 already, which liberalised the import of agricul-
tural products. This means that the South African needs
in dairy products is nowadays also covered by European
imports. Setting aside the lost income opportunities
that could also provide development incentives for farm-
ers in the region, this trade policy with the EU already
has negative impacts: indeed, Zambia does not have the
necessary capacities to sufficiently control border and
goods traffic so that indirect powdered milk imports -
contraband from South Africa - forces the milk prices
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Farmer, non government organisation and union protests against
the EPAs, Ghana, 2007. Photo: Ulrich Doring

down in Zambia, explains Chanda. “The production and
processing of our local milk is comparatively too expen-
sive! This is already restraining our dairy sector now.
This trend will however continue to strengthen up if we
do not conclude a harmonised regional agreement with
the EU!”

With the pressure and support of civil society which
is successfully cooperating with Zambia’s government,
Felix Mutati, Zambia’s Minister of Commerce, is taking
an active role in the international negotiations. At the
same time, he is the Chairperson of the Eastern and
Southern Africa regional grouping (ESA), a grouping that
actually first formed over the course of the EPA negotia-
tions. He is campaigning for development concerns to be
in first position during the negotiations - even before
commercial interests. In August 2009, Zambia together
with the Comoros, refused at the last minute to sign the
interim EPAs between the EU and the ESA region because
of the many controversial points.32

The volume and selection of “sensitive products” that are
to be excluded from the liberalisation list are disputed -
for Zambia, this concerns dairy products, meat, vegeta-
bles, shoes and textiles. Having to protect local markets
against cheap agricultural imports from the EU heavily
restricts the scope of action for other young industries
that are worthy of protection and could possibly arise
if there were no external competition. Also controver-
sial are the standstill clauses that freeze tariffs to their
present levels and thus ban any tariff increase, also for
sensitive products. Furthermore, the adjustment periods
called for by the EU - the time period during which the
market for all other products should be opened to com-
petition - are the subject of heated debates: While the
EU demands an adjustment period of maximum 15 years,
African economic experts and politicians reckon that
complete liberalisation cannot be achieved in less than
25 years. Accordingly, the Economic Community of West

32 Trade Negotiations Insight (2009), p. 13.
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African States (ECOWAS) offered a tariff reduction for
60 per cent of products, instead of the 80 per cent called
for by the EU, within 25 instead of 15 years.

Dominic Chanda explains: “Let’s take for instance the
dairy sector: The Government of Zambia will financially
notbeabletosupport smalland medium scale dairy farm-
ers and commercially transform their farms in such a way
that they can keep up with European products.”

A further contentious issue between the negotiation
partners is the protection of economic policy autonomy:
If a free trade regime were established as envisioned by
Europe, African Governments would have to give up po-
litical control on many protection tariffs and investment
rights once the adjustment period is over.

For Chanda, the outcome on these issues will determine,
“whether the new agreements will provide develop-

ment incentives or whether Zambia’s future will be dic-
tated by the European Union.” He specifies: “Africa can
only develop if production incentives are created on site,
together with jobs in the processing industries and in
export. Otherwise, the numerous investments in educa-
tional and health projects are not worth it, development
is no one-dimensional concept!”

Civil society organisations, among which Germanwatch
and FIAN, have joined together across borders and are
campaigning so that development policy concerns be-
come a priority. The German Bundestag also still has to
ratify the text. This is why we are calling for the overhaul
of the agreements that have already been signed with a
focus on regional development, and the redesign of the
pending agreements to suit development needs! The
population’s proposals and needs must be respected.
Otherwise, Dominic Chanda warns, “forget about devel-
opment!”

3 March 2009: African farmers and parliamentary representatives are demonstrating in Berlin against export subsidies for dairy products.
Members of Attac, FIAN, Oxfam, terre des hommes, Weed and Germanwatch also participated. Photo: J6rg Peter, Oxfam
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GERMANWATCH

Germanwatch is an independent, non-profit and non-
governmental North-South Initiative. Since 1991, we
have been actively working on issues such as trade,
environment and North-South relations on the German,
European and international level. Complex problems
require innovative solutions. Germanwatch prepares
the ground for necessary policy changes in the North
which preserve the interests of people in the South.
On a reqular basis, we present significant information
to decisionmakers and supporters. Our work is being
funded through donations, membership fees and project
grants. Our central goals are:
« A policy framework for global food security and sus-
tainable agriculture.
- Effective and fair instruments as well as economic
incentives for climate protection.
« Compliance of multinational companies with social and
ecological standards.
- Ecologically and socially sound investments.
www.germanwatch.org

GERMANWATCH
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FIAN

FIAN International is the international human rights
organization that advocates the realization of the right
to food. We are a non-political, non-for-profit organiza-
tion with sections and members in more than 50 coun-
tries. We expose violations of people’s right to food and
strive to secure access to the resources that people need
in order to feed themselves now and in the future. We
envision a world free from hunger, in which every man,
woman and child can fully enjoy their human rights in

dignity.

www.fian.org I:I N
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BoTH ENDS

Both ENDS supports the work of environmental organisa-
tions, primarily in the South (developing countries) and
the Central and Eastern European (CEE) countries. We
support organisations through information, research, ad-
vocacy, campaigning, networking and capacity-building.

The core of Both ENDS” activities is in making connec-
tions, between South and North, environment and devel-
opment, and different sectors of the society. Both ENDS
functions as a go-between to support individuals and
social organisations all over the world whose speciali-
sation is ecological sustainability and social justice. The
main focus is the realisation of sustainable forms of natu-
ral resource management and to promote policymaking
in the Netherlands as well as worldwide.

www.bothends.org O
BOth ENDS

Environment and Development Service

UK Foobp GrRoOuP

The UK Food Group focuses its work on key international
food, agriculture and related environmental issues. These
include the need for a just, coherent, equitable and sus-
tainable food system that serves the interests of, espe-
cially small-scale, food providers, consumers and the en-
vironment, particularly in poor, rural areas of the global
South. The network comprises about 35 organisations.

The UK Food Group also represents BOND (British Over-
seas NGOs in Development) on global food and farming

issues.
www.ukfg.org.uk ~— _ﬁZBh_
{7/

UK FOOD GROUP

——




