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The new European Commission (EC) is putting EU-African relations to the fore. A Joint
Communication of the EC towards a comprehensive Strategy with Africa stresses the
African Continent’s strategic importance and the EU’s need to strengthen its
partnership with (and not for) Africa. Proposalsin the Joint Communication maintain
promotion of sustainable investments with Africa on top of the EU’s agenda.
Partnership with Africa to attract investors and boost regional as well as continental
integration are specific actions aimed to attain sustainable growth and jobs in African
countries. This emphasis is not new, being in line with a geopolitically oriented
Commission and the European Union’s (EU) trend of shifting from a Donor-recipient
model toarelationship based on mutual cooperation, pursuingcommon interests and
mutual benefits. As the COVID-19 pandemic takes hold in Africa during 2020, it is
becoming more urgent that EU and African relations post COVID-19 be tailored to a
new scenarioand show tangible action using partnership rhetoric.
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1. Introduction: progress towards a new comprehensive
strategy with Africa

In a context ofincreasing attention to EU relations with Africa, on 9 March 2020 the European Commission
presented a Joint Communication to the European Parliamentand the Council, which contained proposals

for defining a new strategy. This communication is another step in on-going discussions to define a new
comprehensive EU Strategy with Africa, jointly with African Partners, at the upcoming 6" EU-African
Union (AU) Summit. This Summit is scheduled to be held in Brussels duringOctober 2020, but likely to be
postponed because of the coronaviruscrisis.

The Communication contains initial elements of a future Strategy and proposes building a strategic
alliance with Africa based on partnershipsin five key global trends: green transition and energy access,
digital transformation, sustainable growth and jobs, peace and governance along with migration and
mobility. It proposes ten actions, relatedto the five partnershipsas shownbelow (Table 1).

Table 1: EC Joint Communication proposals (2020)

Partnerships/key
areas

|. Green transition and
energy access

Il. Digital
transformation

lll. Sustainable growth
and jobs

IV. Peace and
governance

Proposed actions

#1 Partner with Africa to maximise the benefits of green transition and
minimise environmental threatsin full compliance with the Paris Agreement

#2 Partner with Africa to boost the continent’s digital transformation

#3 Partner with Africa: to bring about substantial increases in
environmentally, socially and financially sustainable investments that are
resilient to the impacts of climate change; to promote investment
opportunitiesby scaling up the use of innovative financing mechanisms;and
to boostregionaland continental economicintegration, particularly through
the African Continental Free Trade Agreement.

#4 Partner with Africa to attract investors by supporting African States in
adopting policies and regulatory reforms that improve the business
environment and investment climate, including a level-playing field for
business.

#5 Partner with Africa to produce rapid enhancements in learning,
knowledge and skills, research and innovation capacities, particularly for
women and the youth, protecting and improving social rights and eradicating
child labour.

#6 Partner with Africato adaptand deepenthe EU’s support to African peace
efforts through a more structured and strategic cooperation, with a particular
focus onregions where tensions and vulnerabilitiesare at their highest

#7 Partner with Africa on integrating good governance, democracy, human
rights, therule oflawand gender equality in action and cooperation

#8 Secure resilience by linking humanitarian, development, peace and
security interventionsat all stages of the conflicts and crises cycle.
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V. Migrationand #9 Partner with Africato ensure a balanced, coherentand comprehensive
mobility approach to migration and mobility

#10 Partner with Africa to strengthentheinternational rules-based order and
multilateral system, with the United Nations (UN) at its core

Source: own elaboration from EC (2020)

Other general ideas from the proposalare as follows:

. The continent is demonstrating economic expansion and a growing potential to boost social and
human development.

° Young people and African women are the main drivers for sustainable growth, development and
peace.

° Other world players’ increasing interest in Africa is welcome, offering more opportunities for
synergies and broadeningAfrica’s options.

. As the EU and Member States are already Africa’s main partnersin many respects, the partnership
must be translatedinto a strong political alliance.

° Common action is needed on global multilateral affairs.

Specifically regarding trade and investments as well as other economic related issues, the main ideas
refer to:

° A proposal covering joint action to launch a decent job creation scheme (Partnership Ill) could be
enhanced by (i) boosting trade and sustainable investments (public and private), (ii) improving the
investment environment, (iii) quality education, skills, innovation (among others) along with (iv)
regionaland continental economicintegration.

. A proposal to turn the Africa-Europe Alliance for Sustainable Investment and Jobs of 2018 into the
main pillar of EU-Africa economicrelations.

. A more coordinated approach by EU financial instrument controllers and European development
financeinstitutions to increase the mobilisation of privateinvestorsand encourage development of
the private sector in Africa.

° The message that the EU and Africa sharea common interestin a stable multilateral trading system
ruled by the World Trade Organization (WTO).

Special attention is given in the Communication to digital transformation (that is to say the impact of
applying new technologies to business on people and firms). Although the development of Africa ‘s digital
economy is evolving quite fast, it still faces many constrains. Digital sector jobs require specificeducation
and skills. Also, African countries need to continue progress in access to electricity and broadband
connectivity. In addition, accessto capital for African investorsand publicinvestment is needed. In specific
sectors, as e-commerce, postal services reliabilityand many African cities lack of an address system.

In brief, proposals in the EC's Joint Communication towards a comprehensive Strategy with Africa place at
thetop of its agenda the promotion of sustainable investments.Partnering with Africa to attract investors,
thereby boosting regional and continental integration are specificactions to attain sustainable growth and
jobs in African countries. Thisemphasisis not new andis in line with the EU’s trendto shift from the Donor-
recipient modelto arelationship based on mutual cooperation in pursuing commoninterestsand mutual
benefits. In this sense, developmentcooperation continues to play a role, but tradeand investments have
been commonly agreed by both sidesto play amoreimportantrolein the future.
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Although the EU-Africa Strategy hasyetto be defined, thecurrent COVID-19 crisis, thatwill hit hard Europe
and Africa, is revealing different needs and will create new priorities for both Africa and the EU. Although
thereare good groundsfor someneeded issues, like genderand youth, some ‘old’ topics that were on top
of the African agenda, such astacklingillicit finance flows, are missing. In the post-COVID-19 scenario, new
priorities will arise, not only related to health infrastructure, but also the need for transformation of the
continent by building regional value chains, economic diversification and industrialisation. Spedcial
attention will be also needed in the services sector, which paradoxically receives the least capital but
creates the most jobs, and other sources of job creation.

2. Economic ties between Europe and Africa

The EU is still Africa’s biggest trading partner, but other global actors are racing to catch up.The EU and
Member States also account for most Foreign Direct Investments (FDIflows) in Africa, but companies from
other developing economies are becomingincreasingly active.

2.1 EU-Africa trade relations and regional trends

From a continental perspective, Africa’s main trading partneris by far the EU, both for export and imports
of goods. In 2018, total trade in goods between the 27 EU Member States and Africa was worth
EUR 235 billion — more than 30% of Africa's total. This compares to EUR 125 billion for China and
EUR 46 billion for the United States of America (USA). According to Eurostat, the EU’s four biggest
economies, France, Germany, Spainand Italy are thelargestexportersof goodsto Africa andalso the most
importantimporters. Most EU countrieshave tradesurpluswith Africa, except Sweden, Slovenia, Italy and
Spain.

Over 65% of goods imported to the EU from Africa were primary goods (raw materials, food and drinks,
and energy). Raw materials account for 49 % of total imports, and among these imports we encounter
some included in the EU critical raw material list (fluorspar, Helium, natural rubber, phosphate rock,
tantalum, vanadium, and platinum). This list helps to enhance recycling activities and also achieve secure
supply through diversification. From a geopolitical perspective, it also contributes to understand the
strategicinterestofthe EU in African countries in view of the access to raw materials.

Table 2: African main trade partners (2018)

African exports to... African imports from...

Brazil
1%\ Rest of Rest
Rusia the world Brazil ofthe
0% 0 ) world
b UAE\ 20% 2/:_\
4% Russia

2%

UAE

3% India
5%

USA 5%/

Source: own elaboration from UNCTAD

Chinais Africa’s second largest partner both for exportsand imports. Despite the current severedisruption
in trade relations, according to most experts and following the last decade’s trends (Table 3), China’s
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commercial presence in the continent will continue to grow. Accordingly, European companies will
continueto face sharplyincreasing competition in Africanmarkets (Table 6). Conversely, while two-way US
tradeis waning (in some cases, due to US energy self-sufficiency), otheremergingeconomies, suchas India,
show upward trends regarding bothexportsand imports.The upward trend in Russian exportsto Africa is
also significant, with the country currently accounting for 2% of total African imports, albeit still a small
share but having more than doubledover thelast 10years.

Table 3: African imports (goods) by origin. (Millions of USD)

250000
200000 EU-27
/_\/ = |ntra-african
150000 ——>= —China
USA
100000 India
/% e United Arab Emirates
50000 P Rusia
Brazil
0 —
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: own elaboration from UNCTAD

Currently, as many factories and businesses in the EU and China have closed due to the COVID-19
pandemic, demand for many African export products have declined. Prices of base metals such as copper,
aluminium or manganese (basicin industrial processes) have weakened, mainly due to lower Chinese
demand. Similarly, as European demand is falling, commodity supply chains and exportsto the European
market are being severely affected. Lower global demand and the reduction in oil prices will have an
ambiguous effect in African countries. It will hit the budget of oil exporters hard (such as Nigeria and
Angola, the main African producers), butwillhelp other netimporters’tradebalances (such as Malawi and
Ethiopia).

Regional trends

Intra-African trade, defined as the average of exports and imports, is still very low at around 14 % of the
total. It is generally regarded as the lowest intra-regional trade in the world when compared with other
areas, such as Europe, Latin America or Asia.Despite the proliferation of Regional Economic Communities
(RECs) since African countries gained their independence, intra-regional trade remains sluggish. However,
a closer look reveals more dynamic behaviour in regard to certain regional trends, for instance the East
African Community (EAC) and the Southern African Development Community (SADC) (20 % and 19 %
respectively). As observed in the continental trend, most RECs’ main trading is with Europe, except in SADC
(equaltrade with China and Europe) and the Economic Community of Central African States (ECCAS). The
disruptionin international supply chainsthatthe coronavirus pandemicis causing (particularly with China,
but also with the EU), has shown theimportance of regional African producers to fill these gaps and the
needtoincreaseintra-African commercial relations.
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Table 4: Exports by destiny (%) in main African RECs (2010-2017)

Intra- China USA European Rest of Rest of
. Union Africa the
regional
world
ECCAS (Economic 2 34 15 20 4 25
Community of Central
African States)
SADC (Southern 19 20 8 20 3 30
African Development
Community)
AMU (Arab Maghreb 3 5 8 63 2 19
Union)
ECOWAS (Economic 9 3 12 29 7 40
Community of West
African States)
COMESA (common 9 12 4 37 8 30
Market for Eastern and
Southern Africa)
EAC (East African 20 5 4 19 18 34
Community)
Source: UNECA (2019)
22 Trends in foreign direct investment to Africa

Until the spread of coronavirus worldwide, Africa had escaped the global decline in Foreign Direct
investment (FDI) and flows to the continent were rising steadily. Though totalinvestmentremained small
in global terms, they were significant in relation to Africa’s economic size. The top five recipients of
investments are: (1) Egypt, (2) South Africa, (3) Congo, (4) Morocco and (5) Ethiopia (UNCTAD, 2019).
Though FDI in somelarge economies, such as Egypt and Nigeria, is contracting, this is being balanced by
a surgein other African countries, with best examples being South Africa and Ethiopia.

In terms of top investor countries (in capital), Franceiis stillthe largest, albeit with no stock increases since
2013. The Netherlands, the United States, The United Kingdom (UK) and China follow on the top investor
list. Following Brexit, of significance was the recent (and first) UK-Africa Summit, held in January 2020,
which is looking to strengthen trade and Investment for British companies after leaving the EU. South
Africa is the main African country investing in other African economies, followed by Morocco, which is
increasing its investment in the continentquite rapidly.
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Table 5: Africa FDI: top 5 recipients Table 6: Top investor economies in Africa

(Inflows, Billions of USD) (Stock, Billions of USD)

|

Egypt (1} . ba France
Netherlands
sy T -+ United States
2.0
United Kingdom
w2018
43 "
ooty | . ot China
’ Italy
I - South fica
Marocco (6)
Singapore

. Hong Kong, China
Ethiopia (3) .

India

I s
oy
=}

m2017 = 2013

Source: UNCTAD

Investments in Africa can also be viewed in terms of projects, jobs created and capital. Regarding the
number of projects during 2014 to 2018, the USA and France are the largest investors, followed by the
United Kingdom and China. For this period, China accounts for the largest share of jobs created and capital
inflows to Africa. Although not noticeable in absolute figures, Portugal and Brazil areimportantinvestors
in Portuguese-speaking countries, such as Angola or Mozambique. Looking at African countriesinvesting
in their own continent,South Africa is by farthe largest and mostgeographically extended in a large variety
of sectors. In more local terms, Egypt and Morocco are important investors in the North region, whilst
Nigeria and Kenya are the maininvestors in their own regions (Westand East Africa respectively).

Table 7: 10 largest investors (2014-2018)

Country Projects Jobs created Capital USDm
USA 463 62 004 30855
France 329 57 970 34172
UK 286 40 949 17 768
China 259 137028 72235
South Africa 199 21486 10185
UAE 189 39479 25278
Germany 180 31562 6 887
Switzerland 143 13363 6432
India 134 30334 5403
Spain 119 13837 4389

Source: EY (2019)

The extractive sector continues to be key in terms of inbound capital, but there is a shift towards other
sectors, such as industry and services. Moreover, flows into Sub-Saharan Africa are increasingly targeting
consumers instead of extractive industries. It is important to note that despite services receiving the least
capital, specific services (e.g. financial/businessand tourism) are creating more jobs than other sectors and
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furthermore accountfor mostnew projects coming into Africa. Under the services heading, the consumer
sector is prominent due to urbanisation trends (increasing need for clothing and feeding) and therise in
incomes. It has recently overtakenfinancial services, according to the EY Africa Attractiveness Report.

During 2020, the pandemic is likely to bring about a drop in investments globally. Hence, Africa will also
experience reduced foreign investment. Chinese infrastructure projects, for instance, will face delays.
Earlier, opportunities available on the African continent in terms of natural resources, urbanisation,
demographictrends, outstanding economic growth, infrastructure and energy needs had been boosting
international initiatives to facilitate business investment in African Markets. Among this groundswell of
initiatives, probably the most well-known is the China Belt &Road Initiative and, since 2013, the Forum on
China-Africa Cooperation (FOCAC), the G20 Compact with Africa pushed by the German Governmentand
the USinitiative Prosper Africa. Russia also celebratedan inaugural Summitin 2019 whilst India had planned
(but probably will postpone) a fourth India-Africa Summit for September 2020.

Whilst the coronavirus will probably cause disruptions to international investment in Africa, some countries
like China or the EU, have deep-rooted interests in Africa, so it is certainly feasible that investment will
recover and could then focus on new areas such as healthcare infrastructure. Europe could make a valuable
contribution in developinglocal and regional value chains, green economy, supporting small and medium
sized economies, knowledge transfer and development of human capital in the new post-COVID-19
context and needs.

3. EU trade and investment policy towards Africa

3.1 EU trade regimes towards Africa

EU trade policy towards Africa has traditionally divided the continent into two regions: the North African
countries and Sub-Saharan Africa (Under the umbrella of the Africa, Caribe and Pacific (ACP) Group. With
the North African countries, Algeria, Egypt, Morocco and Tunisia, the EU has had bilateral free trade
agreements (FTA) since the 1990s and 2000s. Underthese FTAs, duty-free and quota-free access is granted
for most goods (except for agricultural products exported by the African countries). Following the
establishment of these agreements, whilst North African imports from the EU have increased over the
years, North Africa’sexportshave notfollowed the same patternand are stillmodest by comparison. Prior
t0 2011, the EU had been negotiating a trade agreement with Libya. However, according to the European
Commission, the absence of political settlementwithin the country is still preventingtrade discussions.

The EU started negotiations with Tunisia and Morocco to strive for more ambitious agreements, called
Deep and Comprehensive Free Trade Areas (DCFTAs), that entail abandoning low-grade free trade and
opening up moreintegrationwith the European Market.These DCFTAs build on existing agreements and
look to liberalise most good and services, so as to cover most trade-related areas, including technical
barriers to trade and legislative approximation. They are also aimed at facilitating European investments
in these countries.

The EU-Tunisia DCFTA negotiations moved quickly and substantial progress was beingmade in many areas
until May 2019. Regrettably, since then negotiations have stalled, which according to the ECis due to civil
society protests and a change of government. In contrast, whilst EU-Morocco DCFTA talks had been on
hold since 2014, both parties committed to relaunch negotiations in 2019. Negotiations have yet to
resume, but meanwhile the Agreement faces a critical controversy regarding the Western Sahara conflict.
Although the EU has never formally recognised Moroccan sovereignty over Western Sahara, it nevertheless
decided to include these territories in the DCFTA with Morocco. This impression of Morocco’s political
legitimacy in the area has provoked a legal challenge from the Polisario Front, which represents the
indigenous Sahrawi population who are seeking to breakfree of Moroccan rule.

10
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Table 8: Free Trade agreements between the EU and North African countries

Country In force since:

Tunisia December 1997

(Negotiating a DCFTA since 2015)

Morocco March 2000
(Negotiating a DCFTA since 2013)

Egypt June 2004

Algeria September 2005

Source: European Commission (2020)

The EU’s trade regime with the remaining 49 Sub-Saharan African countries has evolved over time.
Overthe last 15 years, the EU has worked to transition from a non-reciprocal regime under Lomé
Conventions (that gave free market access to most African exports into European markets) into a
partnership model basedon reciprocal marketaccess under the umbrella of the Cotonou Agreement. Since
the entry into force of the Cotonou Agreement in 2003, the European Commission has been negotiating
Economic Partnership Agreements (EPAs) with African countries. The EPAs are FTAs with a pro-
development orientation. In practice, as with other conventional FTAs, they give European companies
preferentialaccess to African markets. However, these EPAs remain controversialand as aresultthey have
to date been applied toonly 10individual countries and one regional grouping (SADC). The main concems

raised by civil society and some African Governments regarding the EPAs are related to: (i) tariff
reductions and loss of government revenue, (ii) negative impact of European companies competition in
local producers, (iii) the threat to African regionalintegration efforts, and in general, (iv) the argumentthat

EPAs are designed to benefit the EU side rather than pursue African interests.

For the remaining Sub-Saharan African countries (non-EPA signers), there are three different trade regimes.
For those considered as Least Developed Countries, imports are duty-free and quota-free under the regime
Everything But Arms. This highly preferential treatment does notrequirereciprocityand it also applies to
other non-African LDCs. For the rest, the Generalised Scheme of Preferences (GSP) is applied. This is a
broad treatmentgranting preferential tariffs to imports from developing countries worldwide. The GSPis
the less preferential treatment applied by the EU to African Countries, whilst still implying some tariff
reductions. A summary of allthese varioustraderegimesfollows (Table 9):

11
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Table 9: Summary of EU trade regimes with African countries

Trade Everythingbut Economic Freetrade Generalised Generalised
regime=  Arms (EBA) Partnership Agreements Scheme of Scheme of
Agreements (FTAs) with Preferences Preferences
(EPAs) North Africa Plus (GSP+) (GSP)
31 Least 16 countries: 4 North African 1 vulnerable 2 countries, not
Developed Cameroon, Ivory countries: country, butnot  vulnerable, not
Countries (LDCs) ' . consideredLDC: LDCs:
Coast, Ghana, Algeria, Egypt,
Mauritius, Morocco and Cabo Verde Nigeriaand
Beneficiary Seychelles, Tunisia Congo-Brazaville
countries Zimbabwe,
Madagascar,
Comoros, Kenya,
Rwanda and the
SADC group:
Botswana,
Lesotho,
Mozambique,
Namibia, South
Africaand
Eswatini
Market 100 %dutyand  100%dutyand Dutyandquota Dutyand quota Lowertariffsfor
accessto quota free quota free free (exceptions freefor66%of 66 % of products
the EU (exceptarms) (exceptarms) foragri-foodand products

fisheries)

More — ess
preferential preferential
Source: own elaboration from EC (2017) and EC (2020)

In short, although to a different extent from country to country, these trade regimes make the European
market the mostopen toAfricanexporters. Nevertheless,at the sametime, these plethora of trade regimes
divide the continent and pose a challenge to the African ambitions to establish a continental free trade
area. A one and only trade regime between the EU and the African Continents would be more coherent
and push more effectively the African Agendaof economicintegration and the ambition of establishing a
pan African market.

32 The EU and the African Continental Free Trade Area (AfCFTA)

On 21 March 2018, African economic integration reached a milestone when the African Continental Free
Trade Area (AfCFTA) agreementwas signed off by 44 of the African Union’s (AU) 55 members. The AfCFTA
entered into force in May 2019 and has to date been signed by all African countries (except Eritrea) with
30 having reached the stage of full ratification. It has been agreed that Ghana will hold the AfCFTA’s
secretariat, which will develop the working programme and the annual budget.n 2020, Wamkele Mene,
South Africa’s Chief Negotiatorin the AfCFTA negotiations and formerdiplomat atthe WTO, was appointed
Secretary-General.

AfCFTA is one of the African Union's flagship projects of Agenda 2063 and if fully implemented would put
in place one of the largest free trade areas in the world. According to the AU, the AfCFTA aims to
‘significantly accelerate growthof Intra-Africa trade and use trade more effectively asan engine of growth

12
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and sustainable development by doubling intra-Africa trade, strengthening Africa’s common voice and
policy spacein globaltrade negotiations’ (African Union, 2018).

Map of signatories and state of ratification of the AfCFTA (March 2020)

. 54 countries

. 30 countries

signed and ratified

AU Member States which ratified the AfCFTA

Algeria eSwatini Mauritania Sierra Leone
Burkina Faso Equatorial Guinea  Mauritius South Africa
Cameroon Ethiopia Namibia The Gambia
Chad Gabon Niger Togo

RepublicofCongo  Ghana Rwanda Uganda
Céte d'lvoire Guinea Saharawi Republic Zimbabwe
Djibouti Kenya Sao Tomé & Principe

Egypt Mali Senegal

Source: Africa-EU Partnership (www.africa-eu-partnership.org)

For those countries that have already ratified the Agreement, trading under the AfCFTA regime has been
scheduled to begin on 1 July 2020, but due to the coronavirus pandemic, will probably be pushed to
January 2021. Whenever this new trading regime does start, the AfCFTA will effectively remove 90 % of
trade tariffs, thereby allowing free access to most goods and services across a significant number of
countries throughout the continent. Over a 5 to 10-year period, there will be an additional 7% of
liberalisation for ‘sensitive products’ that have not previously beenliberalised. A special group of countries,
the G6 (Ethiopia, Madagascar, Malawi, Sudan, Zambia and Zimbabwe), have demandeda further 15 years’
extension period, on the grounds thatthey face specific developmentchallenges.

As with other internationalinstitutions, the EU has announced its formal support for the AfCFTA, which is
summarisedin two EC Communications:

1. OnDecember 2018, former Commission President Junckerpresented the Communicationon a new
Africa-Europe Alliance for Sustainable Investment and Jobs, (the ‘Africa-Europe Alliance’) that
confirms ‘full’ support to the AfCFTA, announcing EUR 50 million funding and technical assistance
over a large number of areas (such as data collection and analysis, Technical Barriers to Trade,
Intellectual Property Rights, investment and e-commerce, among others). Regarding EU trade
regimes, this Communication explains that the long-termgoalis to create a continent-to-continent
freetrade agreement. Itadds that EPAs,FTAs with North African countries togetherwith othertrade

13
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regimes between the EU and Africa countriesshould be ‘building blocks to the benefit of the African
Continental Free Trade Area’ (EC, 2018).

2. The recent 2020 Communication Towards a comprehensive Strategy with Africa ‘welcomes the
African Continental Free Trade Agreement’ and again promises technical and financial support as
top priorities. It also reaffirms the former strategy, outlined in the Africa-Europe Alliance, of a
comprehensive continent-to-continent free trade area. Furthermore, it reinforces the idea of EPAs
and other EU trade regimes as tools for this goal.

The European Commission states that financial support for the AfCFTA goes through three channels: the
Pan-African Programme (thatsupports negotiations, the establishing of an African Trade Observatory and
strategicdialogue on investmentclimate reforms, amongothers),the EU Aid for Tradeand the EU External
Investment Plan. Fromthese three instruments,only the Pan-African Programme is focused exclusively on
the AFCFTA, as other channels relate to general trade and investment issues, rather than boosting intra-
African trade and investment,as will be explained later.

The High Representative of the African Union with the EU, Carlos Lopes, has expressed histhoughts on the
convenience of EPAs not progressing further and that achieving the AfCFTA will force a rethink on the
externalrelations of Africa with the EU. It is clear that EPAs fragment Africa and according to Lopes trade
preferences with third countries (in general) cannot build regional value chains and boost intra-African
trade. This is evidence that despite the EC’s statements about EPAs contributing to regional integration,
there is no common understanding on how in practice they feed (positively or negatively) regional and
continentalintegration through the AfCFTA.

33 EU initiatives for mobilising investments

Thereis asyet no single EU frameworkfor investmentin Africa. However, there are three main institutional
initiatives for mobilising such investments: (a) the Africa-Europe Alliance, (b) the external investment plan
and (c) instruments related to the European Investment Bank, such as the ACP investing facility and the
External Lending mandate:

(a) The Africa-Europe Alliance: as already mentioned, this was announced by former President Jean-
Claude Juncker on September 2018. It has committed EUR 4.2 billion for the period 2017-2020 in the
expectation of leveraging new investments of EUR 41.5 billion (total expected investments in 2020:
EUR 44 billion). Thefinancialarm of this Alliance is the EU External Investment Plan.

(b) The External Investment Plan (EIP): was established in 2017, being designed to attract private
investmentsin Africa and the European neighbourhood (North Africa included in this group and other
countries such as Georgia, Jordan and Moldova). Its original hope was to attack the ‘root causes of
migration’ and stimulate investment in ‘more difficult’ countries. It replicates the idea of the ‘Juncker
Plan’ for Europe, with the key issue to be recognised in understanding the EIP being the use of public
money to diminish the risk of private investment. The EIP has three dimensions: (i) Financing
guarantees through the European Fund for Sustainable Development, (ii) Technical assistance and
(i) Dialogue and communication with the private sector (in Africa, this has been done under the title
‘Sustainable Business for Africa (SB4A) Platform’ which is focused on improving the investment
climate).

(c) European Investment Bank-related instruments: such as the ACP Investment Facility provided under
the Cotonou Agreement since 2003, or the External Lending mandate to supportinvestmentsin North
Africaand South Africa (plus Asiaand Latin America) andin pre-accession countries, which enables the
European Investment Bank to increase its lending outside the EU, thereby reducing risk exposure for
the EIB by shifting it to the EU.
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Conclusions and recommendations

The new European Commission is placing EU-African relationsto the fore. The Joint Communication
towards a comprehensive Strategy with Africa stresses the African Continent’s strategicimportance
and the need to strengthenthe EU partnership with (and not for) Africa. There are two possible
interpretations of the EU’s renewed interest in Africa. Either it is the consequence of China’s
increasing economic and political influence along with other international actors on the continent
and the resulting loss of political and diplomatic ground. Alternatively, it could stem from the EU's
ambition to become an influential international actor by means of a stronger and more articulated
external policy. No matter which interpretationis correct, the continent has becomea crucial arena
for competition between states and companiesas a source for global demand of natural resources,
andfor theEUin particular, a key market for critical raw materials supply.

The Parliament shall consider that due to COVID-19 health crisis, the new Africa strategy proposals
have fallen off the radar and become obsolete (Laporte,2020). Africa and Europe will be confronted
with loss of jobs and economicrecessionand the list of priorities and actions will need to be revised.
It is the time to build something new, and to review prioritiesbased on the need to tackle the sodal
impact of the crisis and the recovery of African economies, focusing on the EU making a useful
contribution to this ambition.

As the EU stresses repeatedly, Europe is still the main trading partner and largest source of foreign
direct investment in Africa. According to their current performance in Africa, European companies
still maintain an important level of competitiveness, but upward trends of activity from other
international actors challenge the EU’s economic leadership on the African continent.
Competitivenessofan individual firm (usually relatedto its ability to survive in the market and make
profits in the medium terms) is driven not only by internal factors, but also external factors such as
the number of competitors and types of competition. In this sense, European companies are facing
growing pressure from Chinese competition and as a consequence access to finance,among other
issues, becomes a key instrument in maintaining European Companies presence in Africa.

Despite all the Communication’s emphasis on investment promotion, it does notinclude any new
investment or financing commitments from the EU. Moreover, apart from COVID_19 related
packages, prospects of additional funding for Africa in the next long-term Budget (2021-2027) are
slim. In that sense, the Parliament shall address the gap between strategic consideration of the
continent and the financial compromises needs to be fulfilled.

The EU is the world’s most open market for African exporters, but still holds as many as five different
trade regimes with African countries. The Joint Communication makes specific promises in regard to
developing the African Continental Free Trade Area and regional economic integration. It reinforces
the message that EPAs and other trade regimes are tools for a future continent-to-continent free
trade area, but EPAs remain controversial for African leaders and have created regional tensions.

The future partnership needs to recognise diverging views on EPAs and find concrete solutions
suitable for both parties. Desirably,and as soon as possible, a one and only trade regime, negotiated
between the EU and the African Union, should be put in place. This will reassure that the EU is
supporting in practice the pan African integration agenda that African leaders are pushing forward
with the AfCFTA.

Whilst it is true that this time on-going discussions with African actors have been announced, it is
nevertheless important to remember that the EU has often been accused in the past of setting
instruments and timings with limited involvement from African Actors. In this sense, some (but not
all) of the EC’s proposalsare built on an agenda jointly agreed with the African Unionin 2017.
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In order to pursue an African understanding of common interests and legitimate partnership,
effective and visible engagement in the next months with all African actors (including African Think
Tanks) must be undertaken beforethe final EU-Strategy with Africa is adopted.

° Another challenge facing the future EU-Africa Strategyis how the proposed partnerships will be set
up institutionally. While the role of the European Commission speaking on behalf of EU members is
clear, thereare many references to ‘Africa’, and very few regarding regional organisations and their
roles (Byers).

Taking into account the EU commitment to strengthen regional and continental integration, the
African Union and RECs’ respective roles need to be specificand enlarged in the future Strategy. For
example, some voices have called for a Joint Continental InvestmentPlatform, developed by the EU
and the AU working together, to construct International financial institutions and jointly design
investment programmes (Medinillaand Teevan, 2020).

. Regarding digital transformation, there is a common understanding between the EU and the African
Union thatit could be agame-changerand anopportunity to boost economic growthand job creation,
and that it should be pushed among the top priorities of the agendas. Proposals included in the EC
communicationarein the line of the recommendations of the Digital Economy Task Force (formed of
20 African and EU decision makers and representatives on international organizations, private sector
and civil society) for a New Africa-Europe Digital Economy Partnership.

The European Parliament shalltake into account that the digital agendais a double-edged sword. It
can also create moreinequalities in poor populations left aside of technology access and become an
instrument to control population by undemocratic leadership. The EU-Africa partnership needs to
stress and help todevelop legal frameworks to avoid these threats.

. The EU’s endeavours to go climate-neutral by 2050, as part of the Green Deal Strategy, willhave an
impacton all EU trading partners in generaland Africa in particular. Firstly, if fully advanced Europe
will import less oiland gas from African countries.Secondly, European Green Deal related legislation
could also directly affect African exports to the EU. As pointed out by Oxfam, some legal initiatives
such as the Carbon Border Adjustment Mechanism (that could burden African exports) should be
carefully considered, to respectthe ‘do no harm’ principle.

In light of the above, the new African Strategy needs toaddressthese concernsrelatedto Green Deal
legislation and impact assessments with African counterparts would be desirable for a stronger
partnership.

. Finally, as the COVID-19 takes hold in Africa, it is becoming more certain that Africa will be hit not
only by the spill-over effect on globaleconomicgrowth, but also as a consequence of the temporal
breakdown of trade andinvestment with the EU and China. It is feasible that moreresources to tackle
the pandemic’s consequences will be demanded in the context of EU-Africa negotiations towards
the new strategy. It could also be that EU support will be solicited as a result of emerging calls from
African leaders, for example to alleviate debt burden, by means of global action and solidarity.

It is becoming more urgent for EU and Africanrelations post COVID-19 to be tailored toa new scenario
and show tangible actionalongwith partnership rhetoric
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