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All 79 OACPS Members are vulnerable
to multiple climate change related global
crises, from rising sea levels, coastal
erosion, floods, drought, and the loss of
biodiversity, to water and food insecurity.
They also face a new threat: fresh rules
and regulations restricting market access
linked, among others, to environmental
protection are proliferating at a very fast
pace with the risk of becoming Technical
and/or Non-Tariff Barriers (TBT/NTBs)
for OACPS exporters, jeopardizing social
and economic gains in our communities.

As expressed by the Honourable Prime
Minister of Barbados Ms. Mia A. MOTLEY
at COP 27: “We have the power of choice.
We must choose to act... only through using
our power of choice, to act, that we can
truly address this climate crisis...”

The OACPS has chosen to work actively
with its partners in the European Union
(Council, Parliament, Commission,
NGO’s..) with a view to enabling the
participation of OACPS stakeholders in
the development, implementation and
review of new rules and regulations.
While at the same time ensuring that
our business community has sufficient
time and resources to adapt to the ever-
evolving regulatory system.

In this quest, we must empower our
local communities, MSMEs, farmers
and fisherfolk who are the guardians
of our natural resources with a view to
ensuring that they have the necessary
tools to operate in a sustainable manner.

The OACPS and its development partners
will continue to support our Members
States in balancing their structural
economic transformation and climate
action efforts by facilitating knowledge
sharing, capacity building, technology
transfer and financial support.

Our goal is to help our private sector
to transition to a low-carbon, climate-
resilient future guaranteeing employment,
and international competitiveness
while at the same time preserving our
ecosystems for the wellbeing future
generations.

The principle of “common but differ-
entiated responsibilities” should guide
our actions.

FULIVEIRAGOMEZ,
Assistant Secretary General#5tructural Economic
Transformation diid Traler the DACPS.
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PRIVATE SECTOR
DEVELOPMENT

New EU requlations: Supporting
sustainable Environmental,

Social and Economic Development
of OACPS countries

On 23 February 2022, the European Commission
issued a directive on Corporate Sustainability
Due Diligence (CS3D) proposal. The Directive
forms part of a larger set of policy initiatives
on global value chain sustainability, which were
adopted under the umbrella of the European
Green Deal.

The overall objective of the Directive is to
foster sustainable and responsible corporate
behavior across global value chains, providing
legal certainty and a level playing field for
businesses. The CS3D applies to human rights,
including labour rights, as well as international
environmental standards throughout companies’
entire global value chains. This means that
companies must adhere to certain obligations
regarding actual and potential adverse impacts
on human rights and the environment, with
respect to their own operations, those of their
subsidiaries, and those carried out by their
business partners. The Directive targets a broad
range of “high-risk” sectors including agriculture
and agro-processing; fisheries; wholesale trade in
agricultural goods; manufactured product such
as textiles, clothing and footwear; and various
mining products.

Since its publication, attention has turned to
the questions of how VC actors and stakeholders
will operationalise its requirements. The EU
proposal aims to make companies accountable
for their supply chain and therefore requires
enhanced systems to identify, prevent and
mitigate risks along the VC. If the Directive is
expected to ultimately reduce the prevalence of
human rights abuses and environmental risks
and increase stakeholder awareness on key
sustainability issues, one can also fear that lead
companies would tend to transfer the risk and
cost to their business partners, producers and
suppliers by adding due diligence obligations to
their contract requirements. The proposal also

includes “accompanying measures (AM)” to be
identified and developed to support companies
to fulfil the new obligations.

Although in theory, the Directive only directly
applies to larger companies operating in the
EU, it seems clear that it will most likely also
have far-reaching impacts on small-scale
suppliers, small-holder farmers, workers, and
communities in developing countries which are
mainly characterized by commodity dependence,
limited market diversity, regulatory gaps
and constrained resources. In anticipation of
the directive’s entry into force, the European
Commission, through DG INTPA, has supported
the development of guidance documents and
pilot projects such as “Making Mandatory Human
Rights and Environment Due Diligence Work for All”
produced in partnership with the International
Trade Centre (ITC). This paper elaborates on eight
typologies of AMs to support the implementation
of the CS3D and reduce the burden on producers
and MSMEs.

The CS3D is still work in progress. the European
Council and the (EU) Parliament are expected to
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formally adopt the CS3D proposal early in
2024 while the member states have 2 years
to domesticate the CS3D in their laws. To
support policy makers and VC operators,
the EU and the OACPS Secretariat
partnered with ITC to pilot practical
bottom-up case studies on accompanying
measures to the CS3D in three value chains
in the following countries: cocoa in Ghana,
coffee in Ethiopia and Uganda, and textile
& garments in Eswatini. This initiative
leverages on existing ITC projects and is
being carried out in partnership with the
International Coffee Association (ICO),
OACPs institutions, the Latin America
and Caribbean Network of fair-Trade
Small Producers and Workers (CLAC) and
VC operators. It is also part of the EU-
OACPS rapid response Window under the
ACP Business-friendly programme.
In addition, two of the pilots are co-
financed as part of the Dutch Ministry of
Foreign Affairs funded Netherland’s
Trust Fund V (NTFV) Program. The
pilots leverage on partnerships with
Industry, Business Support Organizations
and other international organizations.
The pilots are meant to find actionable
measures to implement mandatory
human rights and environmental due
diligence sustainably for all. According
to representatives of ITC, they seek to
make producers’ voices heard, using a
bottom-up approach that brings together
small farmers, processing operators and
consumer-facing companies. In this
context, in April 2023 a “Stakeholders’
Dialogue on Accompanying Measures

Stakeholders' Dialogue on Accompanying Measures to the CS3D.

to the EU Corporate Sustainability Due
Diligence Directive (CS3D)” was held at
the OACPS House with the following
objectives:

« reflect on the experience and results
to date of the Pilots on Accompanying
Measures;

« focus on how to implement in practice
the recommended AMs;

 present the findings and explore
roles and responsibilities between
different groups of stakeholders;

« discuss how to enhance awareness
and cooperation between businesses
and civil society in the context of
operationalizing the Directive;

« feed into the practical guidance
document to identify how to support
the effective implementation of the
CS3D AMs.

In Coffee, the pilots are designed and
/ or implemented together with the
International Coffee Organization (ICO),
the Robusta Coffee Agency of Africa
and Madagascar (ACRAM) and with
the European Coffee Federation (ECF),
la Coordinadora Latinoamericana y del
Caribe de Pequefios(as) Productores(as) y
Trabajadores(as) de Comercio Justo (CLAC).

“The CS3D and the action against
deforestation and forest degradation (EUDR)
can be seen as opportunities to motivate
coffee companies and the industry as a
whole to transition towards more responsible
sourcing, fair and inclusive trade practices
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and greener production methods that benefit
both producers and consumers alike. Howevet,
we must ensure that the views, proposals
and solutions put forward by producer
countries and associations are considered and
discussed”, noted Ms. Vanusia NOGUEIRA,
Executive Director of International Coffee
Organization (ICO), in her introductory
remarks. She also called for an open and
multi-stakeholder engagement, dialogue
and joint actions with consuming and
producing countries, as well as with the
private sector and civil society. “This sector-
wide collaboration is essential to achieve the
necessary commitment and action from key
stakeholders in the coffee sector to address
the challenges we are facing. Due diligence
legislations can and must play an important
part on this journey, but it is vital to achieve
this in an inclusive way, leaving no one -
especially farmers - behind” concluded the
head of ICO.

The OACPS representatives recognized
that the directive has a positive potential
for a greater uptake of international
certifications and standards as well as
value addition, diversification of production
base and export markets. Conversely,
negative impacts might include a
disproportionate burden of compliance
on poorest OACPS countries or producers;
reduction in competitiveness; and EU
importers shifting away from OACPS
producers. As a means of preparation and
mitigation, the following steps could be
taken: sensitising the EU to the socio-
economic reality of OACPS countries;
negotiating support measures, such as
aid and technical assistance; financial
support to producers; establishing Lessons
Learnt and feedback platforms. The OACPS
have taken follow up action, including the
establishment of a Special Ambassadors
group, adoption of resolutions by
OACPS Ministers and the Joint ACP-
EU Parliamentary Assembly on Trade
and sustainable development, drafting
of opinion briefs on WTO compatibility
of these EU legislations. Ms. Yvonne
CHILESHE, value-chains expert of the
OACPS Secretariat stated: “In ensuring
that the Sustainability Agenda does not
leave anyone behind, the three Pillars of
Sustainability i.e Economic, Environment
and Social, should be addressed equally and
that the new standards do not become barriers
to trade.”


https://businessacp.com/wp-content/uploads/2019/12/Brochure_ACPBusiness-Friendly_link-1.pdf
https://intracen.org/our-work/projects/netherlands-trust-fund-phase-v-agribusiness-and-digital-technology
https://intracen.org/our-work/projects/netherlands-trust-fund-phase-v-agribusiness-and-digital-technology
https://intracen.org/our-work/projects/netherlands-trust-fund-phase-v-agribusiness-and-digital-technology
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Pilot in Uganda: coffee farm visit.

As the second African top coffee exporter
to the EU, Uganda’s exports are subject
to the CS3D Directive since they fall
under a designated “high risk” sector i.e.,
agriculture and agro-processing. In 2022,
leading export destinations of green
coffee beans from Uganda included Italy
(38.47%), Germany (11.67%), Belgium
(5.45%), and Spain (2.54%)'. Uganda’s coffee
sector is composed mostly of small-scale
farmers who may not have the resources,
knowledge, or skills to implement the
necessary changes required for compliance
with the new EU regulations including
CS3D. “Compliance with the requlations shall
involve significant costs, such as investment
in new equipment, training, and certification.
Compliance with the requlations requirements
may require significant changes to current
practices which may require more time”
explained Dr. Emmanuel IYAMULEMYE
NIYIBIGIRA, managing Director of
Uganda Coffee Development Authority
(UCDA). The Directive could improve
supply chain transparency as it requires
companies to identify, prevent, and
mitigate the risks of human rights abuses
and environmental harm in their supply
chains. Dr. IYAMULEMYE NIYIBIGIRA
also recognized that the EU regulations
also provide an opportunity to strengthen
the implementation of existing laws and
policies, “including the recently enacted
National Coffee Act 2021, which provides
for the registration of coffee farmers and
traceability of the coffee value chain. The
government of Uganda has developed a
Digital Traceability System, but support will
be required to roll out the system in time to
comply with the EU regulations.” It is hence
essential to consider tailored financial

! UCDA (2022). Report CY 2022/23 Issue 3.

and practical support to help SMEs bear
compliance costs while protecting their
competitiveness. Technical assistance is
also needed for implementing best practices
in human rights and environmental
protection, as well as the establishment
of platforms to facilitate exchange of best
practices and lessons learned.

European companies which source from
OACPS countries also took part in the
discussions held during the Stakeholders’
Dialogue organised in Brussels back in
April 2023. This is the case of Lavazza
Group, represented by Mario Cerutti, Chief
Institutional Relations & Sustainability
Officer who said: “I believe that good
bureaucracy is a fundamental ally in making
coffee more sustainable, but it is necessary for
decision makers to take into consideration the
knowledge of the raw material, the production
communities and the affected ecosystems, that
can be experienced only through the direct
contact with the plantations and of what
gravitates around them.” According to the
representative of this big EU company,
more important than who pays is what
effects the regulations have on supply
chains.

Just like in most OACPS countries,
in Ghana, cocoa is also dominated by
smallholder farmers, who constitute more
than 90% of the producers. Developing
and operationalizing a traceability
system that guarantees sustainable
due diligence require huge investments
in technology, mapping, enumeration,
training, sensitization, and logistics,
declared Hon. Joseph BOAHEN AIDOO,
Chief Executive of Ghana COCOBOD. “This
is a burden that no smallholder farmers, be
it private, cooperatives or individuals, can
bear. In Ghana, the regulator, which is the
Ghana Cocoa Board (COCOBOD), has invested
heavily in providing a national traceability
system. The question is, who pays for these
investments to ensure the inclusiveness of
smallholder farmers in the supply chain to
the EU markets?” More globally, Mr. AIDOO
explained that whereas the regulation is
well understood at the top level in the
Government and in the arenas of the
exporters, businessmen and COCOBOD, it
is virtually unknown amongst the base
level, where the smallholder producers and
other uninformed supply chain players
operate. This is why it is crucial to take
into account local contexts and realities

Pilot in Uganda with representatives of EU, the OACPS, ICO, ITC and Lavazza Group.

https://ugandacoffee.go.ug/sites/default/files/2023-01/December%202022.pdf
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Dominican Republican cocoa.

before implementing regulations, added
the representative of Ghana COCOBOD:
“More consultations to input into the
emerging issues and accompanying measures
including addressing the huge cost/investment
burden on smallholder farmers and countries
of origin must be done.”

In Eswatini, Far East Textiles Pty, a
CMT (cut, make & trim) manufacturing
company located in Matsapha, turns
potential environment risks associated
with the uncontrolled disposal of waste
fabrics into opportunities for rural women
and youths who are trained to produce
accessories, baby clothes or sanitary
pads from waste fabrics that is left over
from its main CMT operations. Under
its Alliance for Action approach, ITC led
a pilot in this country in partnership
with the EU funded project “Promoting
Growth Through Competitive Alliances”
implemented with the Government of
Eswatini. As an example of activities

Vukani Bomake Project, Eswatini.

that enhance readiness to the CS3D, the
Vukani BoMake Project was presented
during the workshop. Vukani Bomake is
a rural development project focusing on
training women on how to sew as well as
subcontracting them to fill in orders for

export. It was set up to create “Cottage
factories”. The project helps to decrease
the Factory’s carbon foot print through
reusing off cut waste fabric and turning
them into sellable goods. While the Vukani
BoMake Project was not developed under
the CS3D pilots, pilots’s activities raise
awareness and enhance understanding
of where potential synergies with current
work are, and where gaps remain.

Other pilots -in coffee (Honduras and
Brazil) and cocoa (Dominican Republic and
Peru) are run by the Latin American and
Caribbean Network of Fair-Trade Small
Producers and Workers (CLAC). With
approximately 1,000 Fairtrade producer
organisations in the Latin American and
the Caribbean, the network is operating
in 19 different countries across the
region. CLAC represents producers in a
wide variety of products such as: Coffee,
Cocoa, Banana, Honey, Sugar, Wine,
Flowers, Fresh Fruit, etc. The lessons
learned presented during the stakeholders’
Dialogue included:

i) the need for strong platforms for
stakeholder’s cooperation and collab-
oration to share best practices, costs,
investments and existing efforts by
producer countries;

ii) the importance of an equal distribu-
tion of the costs of CS3D and HREDD
(Human Rights and Environmental
Due Diligence), no one actor should
be burdened;

iii) Partnerships and Co-investment are
essential;

iv) Further support is needed to imple-
ment CS3D, to ensure not only efficacy
but also sustainability of upcoming
legislation;

v) Success is only possible if all actors
in the supply chain, along with States
work and align their efforts to imple-
ment HREDD in practice.

The pilots have shown that there is also
a need to clarify how the CS3D relates to
other legislative frameworks, including
the Deforestation Directive, CSRD and
the Forced Labour Regulation. Specific
communication materials are required
to counter misconceptions and address
concerns raised by several participants
about potential unintended consequences
that might flow from due diligence
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legislations (most notably impeding
access to the EU single market or imposing
unmanageable costs on smaller operators),
and to emphasise the potential benefits
of improved competitiveness, resilience
and sustainability. The pilots’ results
also demonstrate the importance of
providing an impartial ‘participatory
communication space’ for better dialogue
and understanding between producers,
traders and buyers in the VC. Some
participants highlighted the potential for
aregulation such as CS3D to catalyse pro-
social outcomes such as progress toward a
living wage or living income for workers
and farmers, reduced income inequality
and greater socio-economic inclusion.
Examples of specific messages from the
pilots’ delegations include the importance
of having a National industry platform
working together and linking with the EU
Delegations for programming. Also, some
delegations highlighted a stated need
to simplify and unpack the legislation
so that farmers’ groups can properly
understand the implications for them and
the importance of determining the cost of
due diligence upfront.

Mr. Escipién OLIVEIRA GOMEZ, Assistant
Secretary General of the OACPS called for
an “honest discussion on sustainability
agenda” and appropriate measures to
mitigate the potential negative effects of
the directive on producing and exporting
countries so that African, Caribbean and
Pacific countries can continue to work
towards sustainable development while
improving their competitiveness. “OACPS
farmers and exporters need to have sufficient
time and resources to adapt to the ever-evolving
regulations”, he said. Moreover, to ensure
sustainability and ownership of all these
new requirements, OACPS stakeholders
should be capacitated to participate in the
development of new rules and regulations
governing international trade.



Dr. Vinaye Ancharaz.

The CBAM was voted into law in May
2023 and will become operational on
1 January 2026. The CBAM is a carbon-
pricing system for imports into the EU that
will adjust the price of certain imported
products - six to begin with: cement,
aluminum, iron and steel, fertilizers,
electricity, and hydrogen - by the amount
of CO2 emissions embedded in them so as
to equalize the cost of carbon between EU-
produced goods and comparable imports.
LDC exporters of these products to the EU
could face a carbon levy depending on the
amount of embedded emissions in their
goods.

Analysis suggests that several LDCs,
mostly in Africa, will be negatively
impacted by the CBAM. However, in most
cases, the impacts will be mild. UNCTAD,
for example, has simulated the effects of
a CBAM at a carbon price of $88 per ton
of CO2e on LDCs’ exports.? These effects

vary from -0.85% for cement to 3.13% for
chemicals and fertilizers, and are much
smaller than the corresponding impacts
on developing countries. A 2023 study?®
focused on African countries indicates
that, in the worst case - when the CBAM is
implemented with full product coverage at
a carbon price of €87 per ton of CO2e, with
no ETS allowances - exports will decrease
by 5.7%, and GDP by 1.1%.

The CBAM will impose a variety of costs
on LDC exporters other than the border
cost implied by the CBAM levy. A major
part of these costs will be associated with
calculating, reporting and monitoring
embedded emissions. This will require
exporting countries to acquire and
install state-of-the-art equipment and
pay independent auditors to verify the
reported emissions.

However, there may be a silver lining in
the challenges presented by the CBAM.
Countries most exposed to the CBAM can
show stewardship in tackling emissions,
and climate change more generally, by
encouraging a shift to cleaner technologies.
Many LDCs boast significant renewable
energy potential, which could be tapped
through proper government incentives.
By investing in greener processes and
technologies, these LDCs can establish a
competitive advantage early on that can
give them a head-start in the post-CBAM
trading environment. Finally, investment
in compliance capacity can generate
positive spillovers, making it easier to
set up the infrastructure and processes
needed to comply with other due diligence
requirements, such as those associated
with the EU Deforestation Regulation or
the Corporate Sustainability Due Diligence
Directive.

2 UNCTAD (2021). Climate change, green recovery and trade. UNCTAD. Geneva.
5 African Climate Foundation and LSE (2023). Implications for African Countries of a Carbon Border Adjustment Mechanism in the EU.
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The CBAM can have several unintended
adverse consequences. First, by imposing
a higher burden of compliance costs on
LDCs with the weakest capacities, the
CBAM may cause a diversion of trade away
from these countries to those that face
lower CBAM-related administrative costs.

Second, the CBAM can potentially
compromise the economic transformation
agenda of some LDCs by making certain
energy-intensive sectors, seen as low-
hanging fruits among the industrialization
options available to them, unattractive to
investors. Moreover, the CBAM can cause
an increase in the world prices of in-scope
products, most of which are inputs in the
production of other goods. The CBAM can
trigger cost-push inflationary pressures
globally, but their impact will be felt most
by the poor and vulnerable in LDCs.

Finally, a high proportion of the population
in LDCs does not have access to electricity.
Improving energy access is therefore a
major priority for LDC governments. So
long as electricity from fossil fuels is
cheaper than other alternatives, most
LDCs will remain locked into carbon-
intensive energy sources for years to come.
In Africa, for example, the energy used
to power mines is invariably ‘dirty’. This
adds doubly to the emissions intensity
of extractive commodities such as
aluminium and iron and steel. All of this
means that the CBAM'’s objectives are at
cross-purposes with the industrialization
goals of many LDCs.



The CBAM presents an opportunity to
accelerate the clean energy transition in
LDCs. But this cannot be simply taken
for granted. So long as carbon-intensive
sources of energy are cheaper than
renewables, LDC governments will tend
to favour the former. In as much as they
would wish to go green, the financing
available for clean energy projects is
very limited. Under these conditions, the
international community has a crucial
role to play in encouraging the energy
transition in LDCs.

The irony is that,while the EU is seeking
to exploit Africa’s massive green hydrogen
potential to drive its ‘Fit for 55’ agenda at
home, it will be depriving Africa of a green
energy potential that it cannot otherwise
exploit on its own. Equity demands that
the EU gives back to Africa a part of what
it takes from Africa.
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