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Introduction 

In September 2002, the European Union (EU ) an d 
76 African, Caribbean and Pacific (ACP ) countrie s 
launched thei r negotiation s o n Economi c Partner -
ship Agreements (EPAs) . This marke d th e star t of 
the EU and the ACP group's implementation of the 
radical change s t o trad e relation s agree d i n th e 
Cotonou Partnership Agreement of June 2000. This 
agreement defines EPAs as comprehensive free trade 
agreements that will replace three decades of gener-
ous non-reciprocal trade preferences with reciprocal 
and WTO-compatibl e arrangements , a t th e lates t 
by 2008. A key element of the EPA concept is that, 
in principle , th e agreement s shoul d b e conclude d 
with ACP regions rather than with single countries, 
implying tha t th e ACP' s ow n regiona l integratio n 
needs to be enhanced as well. 

Though EPA s ar e no t th e onl y possibilit y tha t 
'Cotonou' provides on future trade relations, it is the 
most likely option for the majority of ACP countries 
to choose. 1 AC P countrie s tha t ar e no t least -
developed countrie s (LDCs ) canno t benefi t fro m 
the tariff - an d quota-fre e 'Everythin g bu t Arms ' 
(EBA) initiative, and will lose some market access if 
they ar e 'graduated ' t o th e Generalise d Syste m o f 
Preferences (GSP) . For the LDCs, the EBA alterna-
tive seem s onl y a  theoretica l optio n i f thei r non -
LDC neighbours opt for EPAs: not to join EPA neg-
otiations would isolate an LDC and almost certainly 
fracture trad e relation s wit h non-LD C regiona l 
counterparts. I n addition , reciproca l negotiation s 
might offe r bette r opportunitie s t o defen d th e 
specific benefit s o f the commodit y protoco l prefer -
ences tha t ar e currentl y enjoye d b y certai n AC P 
countries.2 

To date, no ACP country has opted out of EPA 
negotiations.3 Yet , progres s ha s bee n fairl y limite d 
during th e firs t 2 0 month s o f negotiations . EP A 
negotiations have been divided in two phases: Phase 
I a t th e all-AC P leve l and , sinc e Octobe r 2003 , 
Phase II at the respective ACP regional levels. The 
talks i n Phas e I  concerne d mer e consultation s 
between th e partie s o n th e framewor k an d princi -
ples of EPA negotiations. Whereas the ACP grou p 
wanted a formal agreement to conclude Phase I, the 
European Commission rejected this, emphasising that 
the purpose o f the talk s was to clarify issue s rather 
than to reach formal agreement. The most substan-
tial disagreement of Phase I concerned the so-called 
additionality of resources. Whereas the Commission 
finds tha t th e fund s agree d i n th e 9t h Europea n 
Development Fun d (EDF ) should suffice t o address 
EPA-related concerns , th e AC P presse d fo r extr a 
commitments so as to safeguard th e original alloca-
tion of the EDF to non-trade-related areas.4 

In practice, Phase I and Phase II talks are likely 
to proceed simultaneousl y durin g the remainde r of 
the negotiation s a s some of the issue s on th e tabl e 
touch upo n al l member s o f th e AC P group . Cur -
rently, four ACP regions (ECOWAS, CEMAC, the 
Caribbean an d ESA ) hav e alread y launche d Phas e 
II negotiations with the EU, and two other regions 
are likely to follow soon.5 

The aim of this chapter i s twofold. First , it seeks 
to structure the discussion on the economic implica-
tions of EPAs for the ACP countries. Though, a priori, 
the economi c impac t o f EPA s i s ambiguous , bot h 
experience an d economi c theor y sugges t tha t th e 
quality of certain institutions in ACP countries and 
regions will be a key (if not decisive) factor in deter-
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mining tha t impact . Therefore , thi s chapte r als o 
seeks to discuss whether the current process towards 
EPAs i s likel y t o yiel d th e necessar y institutiona l 
improvements in time. The second section sketches 
some unique features of EPA negotiations, followe d 
by an exploration of the variety of economic effect s 
that EPAs might have on ACP countries. The nex t 
section deal s with th e questio n o f institution s an d 
trade capacit y building , an d th e wa y these wil l be 
addressed i n EP A negotiations , followe d b y tw o 
scenarios towards EPAs: coercion or engagement. 

What is special about EPAs? 

Since th e mid-1990s , bilatera l trad e negotiation s 
with third parties have been the rule rather than the 
exception in EU external trade policy. Various types 
of bilateral trad e agreements have been negotiate d 
with countries such as Chile, Mexico, South Africa , 
various countrie s i n Centra l an d Easter n Europe , 
and a  host o f Mediterranea n states . Beside s EPAs, 
the E U i s currentl y negotiatin g ne w agreement s 
with the Mercosur region and the Arab states united 
in the Gul f Cooperation Counci l (GCC) . Agains t 
this background , i t i s no surpris e tha t i n it s 199 6 
Green Paper , th e Europea n Commission  propose d 
to replace the Lomé trade regime of non-reciprocal 
preferences by a set of free trade agreements between 
the EU and ACP regions. 

Yet despit e th e proliferatio n o f bilatera l trad e 
agreements, ther e i s n o rea l preceden t fo r EPAs . 
Apart fro m th e fac t tha t th e AC P grou p ha s 
economies that are very different fro m the other EU 
trade partners, the broad coverage of EPAs as set out 
in th e Cotono u Agreemen t i s reflected i n onl y a 
minority of EU trade agreements.6 

First of all, one of the central principles of EPAs 
is regionalism. The agreement s should thu s streng-
then the various processes of ACP regional integra-
tion. Thi s mean s tha t beside s th e commo n chal -
lenges tha t trad e negotiation s pose , the configura -
tion an d integratio n o f ACP region s ad d a n addi -
tional dimension of complexity to EPAs. 

Second, the EPA principles of special and differ -
ential treatmen t o n th e one hand an d WTO-com -
patibility o n th e othe r furthe r complicat e matters . 
Other E U externa l trad e agreement s hav e bee n 

designed t o comply with GATT Article XXIV, but 
depending on the outcome of the Doha Round, this 
compliance is a moving target for EPAs. 

Third, th e economic and social impact  of trade 
liberalisation on the EU trade partner is likely to be 
larger through EPAs than through any of the previ-
ous free trad e area s (FTAs ) conclude d b y the EU . 
Many ACP countrie s trad e primarily with th e EU . 
In contrast to other countries that have more devel-
oped an d diversifie d economie s (e.g . Mexic o an d 
Chile), the majority of ACP countries are still depend-
ent o n a  handful o f export product s t o Europe . As 
for import s from th e EU, the average level of ACP 
protection i s stil l relativel y high , thu s magnifyin g 
the overal l impact  tha t liberalisatio n wil l have o n 
ACP domesti c economies , which we will now dis-
cuss further . 

The economic impact of EPAs 

Economic theor y leave s littl e doubt over the ques-
tion of whether, i n principle, economic integratio n 
- an d trad e liberalisatio n i n particula r -  generate s 
overall positiv e welfar e effects . Onc e barrier s t o 
cross-border economi c activit y ar e lifted , thi s wil l 
usually result in a dynamic combination of efficiency 
gains (bette r allocatio n o f productio n factors) , 
increased competition , lowe r prices , knowledg e 
transfers an d ultimatel y highe r economi c growth . 
The success story of European integration i s a text-
book exampl e i n thi s respect . I n addition , som e 
observers claim tha t Europe' s ever-closer economi c 
integration ha s led t o a  peace dividend: additiona l 
economic growt h derived fro m politica l an d socia l 
stability. 

Yet economic integration i s not a  cost-free pro -
cess. Even i n Europe , this i s the prime  reason why 
the complete eliminatio n o f all interna l (technica l 
and non-technical) barriers to trade in goods took as 
much as four decades. Moreover, to yield the bene-
fits of integration certain basic institutional require-
ments nee d t o b e fulfilled . Wherea s i n theor y 
'winners' from a fast move towards integration could 
directly compensate 'losers' , this proves difficult i n 
practice, an d require s sophisticate d institution s t o 
be developed. 

Indeed, i t i s difficul t t o like n th e economi c 
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effects of EPAs between the EU and the ACP to the 
standard exampl e o f Europea n integration . Whil e 
textbook analyse s ar e extremel y usefu l tool s fo r 
understanding the various effects of integration, one 
should no t overloo k th e specificitie s o f so-calle d 
North-South integration . Wit h respec t t o ACP -
EU trade liberalisation, th e following section s look 
into some of these specificities. 

Static trade effects 

Though i t i s widel y recognise d tha t world-wid e 
(multilateral) trade liberalisation is welfare enhanc-
ing, the same conclusion does not necessarily apply 
to liberalisation between a  selective group of coun-
tries. 'Trade creation' and 'trade diversion' are the 
classic concepts used to explain so-called static wel-
fare effects of regional trade integration. Upon trade 
liberalisation between an ACP region and the EU, 
trade diversio n i s th e (negative ) welfar e chang e 
caused by ACP consumers and producers replacin g 
lower cost import s from thir d countries (th e US or 
Asian countries for example) by higher cost imports 
from the EU. This substitution ca n arise if the new 
tariff-free price s of EU goods are below those of the 
taxed good s importe d fro m th e res t o f th e world . 
Though AC P consumer s gai n fro m lowe r prices , 
economy-wide welfare is negatively affected because 
the tarif f revenu e tha t wa s previously yielde d from 
third-country imports is now lost. Trade creation, on 
the othe r hand , i s th e welfar e improvemen t tha t 
arises because high-cost domesti c production i n an 
ACP country is replaced by lower cost production in 
a regional ACP partne r o r the EU . Trade creatio n 
thus allows partner countries to better exploit thei r 
comparative advantage . A s market s ar e opened , 
both the ACP region and the EU further specialis e 
their production , thereb y servin g th e market s o f 
partner countries with products at lower prices. 

Whether overal l a  net stati c welfare gai n i n a n 
ACP regio n wil l b e th e resul t o f a n EP A thu s 
depends on whether trade creation outweighs trade 
diversion or vice versa. The overall welfare effect i s 
more likely to be positive if before EPA formation: 

• th e AC P regio n alread y trade d relativel y inten -
sively with the EU; 

• trad e liberalisation towards third countries moves 
in parallel to EPA liberalisation; and 

• bot h consumers and producers in the ACP region 
are largely responsive t o price changes under a n 
EPA.7 

Since th e Commission  initiall y propose d EPAs , 
various impact studies have estimated the size of the 
static effects. The results differed substantially among 
ACP regions, with trade creation outweighing trade 
diversion i n mos t cases , bu t no t i n all,  an d wit h 
static welfar e effect s ranging  from  negligibl e t o 
substantial.8 

Competition and economies of scale 

Analysing th e welfar e implication s o f EPA s solely 
along stati c lines , however, ha s serious drawbacks . 
Trade refor m directl y alter s th e parameter s unde r 
which domestic markets function: not only does the 
size of these markets change, also the level of com-
petition i s likely t o increas e becaus e foreig n com -
petitors gain enhanced access. More competition, in 
turn, can lead to positive welfare effects by means of 
lower prices, more innovation, higher product vari-
ability and increased productivity. 

As other developing countries, most ACP coun-
tries fac e a  lac k o f competitio n i n man y o f thei r 
domestic markets . Industries tend t o have substan -
tially higher concentratio n ratio s than thei r coun -
terparts i n industrialise d countries . Administrativ e 
barriers, suc h a s establishmen t requirement s an d 
licensing, tend to be high and effectively constrai n 
newcomers fro m enterin g th e market . Red tap e o r 
excessive taxation can impede businesses from step-
ping from the informal sector into the formal sector. 
Imperfect financia l market s als o imped e outsider s 
from obtainin g th e necessary financial resource s to 
start new competitive businesses . With most devel-
oping countrie s lackin g a n effectivel y competitio n 
policy, al l these factors ten d t o give excessive mar -
ket powe r t o incumben t monopolist s an d oligo -
polists. 

Clearly, trad e refor m b y mean s o f EPA s coul d 
constitute a n importan t step in improving levels of 
competitiveness i n AC P economies . I n sector s 
where domesti c condition s ar e as described above , 
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the mer e threa t o f competitio n fro m E U export s 
might be sufficient t o improve th e situation . How -
ever, removing tariffs i s by no means a substitute for 
a goo d competitio n policy . Neithe r wil l EPA s a s 
such result in less red tape, a business-friendly fisca l 
system o r well-functionin g credi t markets . Hence , 
liberalised trade with the EU can help, but competi-
tion level s ar e ultimatel y determine d b y domesti c 
policies. Conversely , shoul d EPA s b e introduce d 
while upholdin g man y domesti c constraints , com -
petition in some sectors might well decrease as large 
EU firms , unaffecte d b y loca l marke t constraints , 
corner AC P market s b y means o f export s o r com -
mercial presence.9 

Economies o f scal e tha t ca n aris e a s a  conse -
quence o f liberalise d trad e ar e undeniabl y inter -
twined wit h th e above . A s lon g a s busines s i s 
conducted i n a  competitiv e environment , scal e 
effects provide a net gain to the economy: by means 
of increase d production , averag e productio n cost s 
are lowere d an d consume r price s fall . However , 
small and relatively closed economies such as those 
of man y AC P countries , migh t currentl y b e to o 
small to (fully ) exploi t scal e production, fo r exam -
ple, because local or regional demand is insufficien t 
or because supply is fragmented ove r too many small 
producers. Enlarging market s b y means o f an FT A 
might the n b e a  remed y t o brin g so-calle d 'unex -
ploited scal e economies ' t o th e surface . I n theory , 
EPAs would do exactly that. 

Yet, whether enlarge d market s ca n reall y brin g 
about scal e economie s fo r developin g countrie s i s 
still hotl y contested. 10 I n term s o f scal e effect s 
related to market access for exports, ACP countries 
have lon g enjoyed tariff-fre e acces s to EU market s 
for nearl y al l o f thei r products . I n thi s respect , i f 
there ar e stil l unexploite d scal e economies , the y 
could onl y b e brough t abou t b y enhance d marke t 
entry, a  point taken up in more detail below. In con-
trast to ACP trade with the EU, the regional dimen-
sion of EPAs does foresee enlarged markets, as intra-
ACP trad e i s stil l relativel y wel l protecte d i n th e 
regions.11 However , th e exten t t o whic h scale -
derived benefits really come about in these markets 
remains t o b e seen . In  th e Africa n regions , fo r 
instance, man y export s ar e characterise d b y non -
complementarity toward s th e export s o f regiona l 
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partners.12 As export markets lie predominantly out-
side of Africa, thi s means that few scale benefits can 
be expected from liberalised intra-regional trade. 

Who benefits? The issue of economic 
agglomeration 

Even if the overall impact of integration is positive, 
the benefit s o f integratio n coul d b e distribute d 
unequally. Scale economies, for instance , are much 
more likely to be reaped in the larger, more compet-
itive and advanced ACP economies. As difference s 
between individua l AC P economie s ar e large , i t is 
not unrealisti c t o expec t agglomeratio n effect s -
that is , changes in the geographic location of econ-
omic activitie s -  t o tak e plac e whe n EPA s ar e 
implemented. Once intra-regional trade barriers are 
eliminated unde r EPAs , strategi c consideration s 
could convince businesses in the region as well as for-
eign investors to establish their production facilitie s 
and main offices in one or only a few locations, from 
which the y ca n serv e the entir e regiona l market. 13 

Clearly, within ACP regions, qualitative difference s 
in th e infrastructur e o f ke y business-facilitatin g 
areas, such as transport, financial service s and tele-
communications, ca n be huge. Consequently, bot h 
regional and foreign investors in, for instance, man-
ufacturing, ma y ten d t o locat e nea r eac h othe r a t 
locations where facilities are best. For an ACP region, 
internal integratio n coul d thu s impl y tha t part s of 
the manufacturin g secto r wil l concentrat e i n th e 
best-developed membe r state , leadin g t o de-indus -
trialisation of less-developed partner countries.14 

Because economi c agglomeratio n ca n benefi t 
some members o f an FT A a t th e direc t expens e of 
others, it has the potential to undermine the entir e 
agreement. Where an EPA is implemented ther e is 
only on e remed y t o mitigat e th e agglomeratio n 
effect, an d tha t i s to structurall y improv e th e eco -
nomic infrastructur e o f th e least-develope d AC P 
countries in the region, ranging from enhancing the 
macroeconomic an d lega l environmen t t o upgrad -
ing transpor t an d communicatio n systems . Hence , 
once again , mitigatin g potentia l cost s arising fro m 
EPAs depend s foremos t o n th e degre e t o whic h 
complementary policies can be successfully pursue d 
by the administrations within ACP countries. 



Box 1. Divergence in economic 
performance - som e examples 

Whereas the bes t known case of North-Nort h inte -
gration, that o f the EU , is a clear exampl e o f ho w 
integration can lead to economic convergence, there 
are som e example s o f South-Sout h integratio n 
where the opposite has occurred. The collapse of the 
Eastern African Community (EAC) in 1977 was partly 
caused by the dissatisfaction of Tanzania and Uganda 
over the fac t that Keny a reape d a disproportionate 
share of the gains because it attracted the far greater 
majority o f manufacturin g industrie s an d thu s 
expanded its position as the industrial centre of the 

Investment and  technology  transfer  effects 

But withstandin g th e above , trad e an d economi c 
integration aspir e t o mor e tha n change s i n trad e 
patterns, th e siz e o f businesses an d economi c geo -
graphy. Knowledg e spillover s an d technolog y 
transfer ar e considere d t o brin g th e mos t crucia l 
benefits from trade and economic integration, enab-
ling faster economic growth through the accumula -
tion o f ne w knowledge , moder n technologie s an d 
job-specific skills. 

According t o a  revie w b y th e Worl d Ban k 
(2000), th e empirica l evidenc e availabl e s o fa r i s 
indeed supportive of the role of trade in stimulating 
international knowledg e spillover s betwee n indus -
trialised an d developin g countries . I t appear s tha t 
particularly in knowledge-intensive industries , trade 
between industrialise d an d developin g countrie s 
significantly increase s productivity in the latter.15 

In the EPA context, an increase in imports from 
Europe t o th e AC P coul d boos t th e productivit y 
(and thu s globa l competitiveness ) o f AC P indus -
tries. Wherea s currentl y certai n AC P processin g 
firms canno t acces s th e latest , mos t cost-efficien t 
technologies becaus e o f tariffs o r stric t investmen t 
regulations, EPAs could offer new opportunities. Yet 
to absorb knowledge spillovers, the state of domestic 
human capita l mus t b e constantl y improving . I n 
other words , trade-relate d knowledg e spillover s 
make little sense if education and training are insuf-
ficient to enable a country to capture these benefits. 
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common market at the expense of the others. In the 
Central American Common Market (CACM), a similar 
trend i s discerned: Guatemala an d E l Salvador pro-
duced 69 % o f th e region' s manufacturin g value -
added i n 1965 . This figure ros e to 82 % b y 1996 , 
possibly a t th e expens e o f th e less-industrialise d 
CACM member s Nicaragu a an d Honduras , whose 
combined shar e decline d fro m 3 1 t o 18% . I n 
West Africa, Ivory Coast and Senegal increased their 
manufactured value added from 55 % of the Unio n 
Economique et Monétaire Ouest Africaine (UEMOA) 
in 1972 to 71% in 1997. 

Source: World Bank (2000) 

Both trade openness and the transfe r o f knowl-
edge are often associated with foreign direct invest-
ment (FDI). Whereas in theory, FDI can be a substi-
tute for exports , the tw o are often complementary . 
Because rules on investment are also on the negoti-
ation agenda, EPAs could be assumed to boost FDI. 
However, a s yet, ther e i s no evidenc e tha t invest -
ment agreements as such boost FDI inflows. Neither 
is there muc h clarit y o n whethe r regiona l integra -
tion amongs t developin g countrie s wil l affec t th e 
inflow of investment. Rather, i t is the quality of the 
national o r regiona l investmen t environmen t tha t 
seems crucial. Issues such as macroeconomic stabil -
ity, reliability o f public authorities , rul e of law and 
security o f propert y right s for m th e essentia l ele -
ments of this environment.16 Hence, also in the area 
of FD I an d technolog y an d knowledg e transfers , 
domestic policies are again crucial for EPAs to have 
the desired effects . 

The fiscal dimesion  of  EPAs 

Though th e implication s diffe r widel y betwee n 
ACP countries and regions, the fiscal dimension of 
EPAs is another issue that cannot be ignored. Trade 
liberalisation within ACP regions and with the EU 
implies that fiscal revenues currently obtained fro m 
tariffs an d dutie s o n import s wil l disappea r ove r 
time.17 I n particular , th e fisca l revenue s o f th e 
smaller countries and the LDCs in the ACP group, 
whose economie s ar e mor e dependen t o n trade -
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related taxation , wil l b e seriousl y affecte d -  u p t o I t should be noted tha t fo r many countries , th e 
30% i n some cases - a s demonstrated b y estimates impac t i s likely t o be even large r when th e ACP' s 
made in different impact  studies (see Table 1) . ow n regiona l integratio n processe s an d liberalisa -

Table 1. Estimates of fiscal effects of EPAs 

ACP country %  fiscal revenue loss %  customs revenue loss 

SADC 
Angola 3. 7 n.a . 
Botswana 1. 0 6. 0 
Lesotho 0 4 0. 8 
Malawi 1. 4 6. 3 
Mauritius 9. 3 27. 9 
Mozambique 5. 2 23. 0 
Namibia 0. 8 2. 5 
Seychelles 29. 7 70. 0 
Swaziland 0. 4 0. 8 
United Republic of Tanzania 8. 2 30. 0 
Zambia 2. 0 22. 0 
Zimbabwe 3. 1 18. 0 

EAC 
Kenya 12. 0 82. 0 
Uganda 16. 0 69. 0 
United Republic of Tanzania 20. 0 73. 0 

CEMAC 
Cameroon 8. 2 81. 9 
Central African Republic 14. 9 79. 2 
Congo 14. 1 71. 3 
Gabon 6. 5 51. 0 
Guinea 5. 0 67. 0 
Chad 18. 2 76 7 

Pacific 
Papua New Guinea 0. 6 2. 8 
Fiji 0. 3 1. 4 
Solomon Islands 1. 4 2. 5 
Vanuatu 1. 4 2. 7 

CARICOM/Dominican Republi c 
Antigua Barbuda 9. 5 14. 0 
Bahamas n.a . n.a . 
Barbados 0. 6 17. 0 
Belize 1. 0 16. 0 
Dominica 1. 4 6. 0 
Dominican Republic 1. 9 19. 0 
Grenada 2. 1 13. 0 
Guyana 2. 6 12. 0 
Haiti n.a . n.a . 
Jamaica 0. 9 11. 0 
Montserrat 4. 6 10. 0 
St Kitts and Nevis 2. 0 10. 0 
St Lucia 2. 5 15. 0 
St Vincent and the Grenadines 7. 1 17. 0 
Suriname n.a . 17. 0 
Trinidad and Tobago 0. 4 16. 0 

Source: Bilal (2002) 
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tion towards third countries are taken into account-
There i s no doub t tha t withou t flanking  mea -

sures, these large decreases in fiscal revenue will sub-
stantially harm ACP countries' budgetary capacities 
to financ e ke y expenditure s i n foca l developmen t 
areas, such as education, health and poverty allevia-
tion. Alternativ e source s o f revenue wil l therefor e 
need to be created. A standard recipe is to replace the 
taxes levied on import s with an (increased ) ta x o n 
consumption, labour or capital. Overall, consumers 
and firms should find such a tax (increase) bearable, 
as prices of imports would decrease simultaneously.18 

Yet however large the rationale for fiscal reform , 
the issue is likely to remain among the more contro-
versial aspect s o f EPAs . Experienc e suggest s tha t 
radically altering the fiscal syste m is a cumbersome 
exercise for developing countries because (a) a large 
part o f economi c activit y take s plac e outsid e th e 
realm of the official economy ; (b) many developing 
countries rely heavily on taxation of imports because 
it is relatively easier and less costly to administer; and 
(c) som e governmen t agencie s ar e considere d no t 
strong enough to enforce modern types of taxation. 

The issu e o f fiscal revenu e i s one o f th e prime 
examples wher e EPA s woul d nee d t o tak e int o 
account th e seriou s institutiona l implication s o f 
regional integration. 

Deep integration 

According to the Cotonou Agreement, EPAs aim to 
go beyon d traditiona l fre e trad e agreement s t o 
tackle trade-relate d regulator y issue s suc h a s sani ' 
tary and phytosanitary standards (SPS), technical 
standards, rules of origin and customs procedures. 
These element s wil l b e o f crucia l importanc e t o 
ACP exporters as their effectiv e inclusio n i n EPAs 
can make the difference betwee n so-called 'shallow ' 
and 'deep' integration.19 

There i s increasin g evidenc e tha t whil e direc t 
taxes on trade have been significantly reduce d over 
the past decades, alternative forms of effective pro -
tection, mainly throug h increase d regulation , hav e 
become th e mos t significan t barrier s t o trad e wit h 
developed countries . However , compare d t o tariff s 
and quotas , thi s issu e i s muc h mor e difficul t t o 
tackle in a systematic way. It is, for instance, difficul t 

to ascertai n wher e trad e rule s stop bein g 'fair 1 an d 
hidden protectionis m (whethe r purposefu l o r not ) 
emerges.20 

To addres s issue s o f technica l barrier s t o trad e 
(TBTs), standards , an d rule s o f origin , particularl y 
close collaboration and consultation i s needed with 
the relevan t privat e secto r actors , becaus e thes e 
issues requir e inpu t o f a  highly detaile d an d ofte n 
very technica l nature . I n man y AC P countries , 
however, constructiv e platform s bringin g togethe r 
public an d privat e secto r actor s ar e stil l lacking . 
Hence, in order to move from free marke t access to 
effective fre e market entry, a lot remains to be done 
at th e domesti c policymakin g level s o f th e AC P 
countries and regions. 

Should EPAs turn out to be shallow agreement s 
in practice, the lack of deep integration i s likely to 
seriously restrict any beneficial effects. ACP regional 
markets ar e alread y shallowl y integrated . Whil e 
constraining man y of the benefits , unfortunately , a 
shallow EPA does not necessarily mitigate the costs 
that integratio n migh t bring . The erosio n o f tarif f 
revenues and the potentially harmful penetration of 
low-cost E U producer s (possibl y wit h monopol y 
power) wil l also occur under EPAs that ar e forme d 
solely around the reduction of tariff barriers . In this 
respect, th e depth o f EPAs will be of much greate r 
importance to the ACP region than to the EU. 

Trade reform and poverty 

In it s ver y firs t article , th e Cotono u Agreemen t 
states tha t i t 'shal l b e centre d o n th e objectiv e o f 
reducing an d eventuall y eradicatin g poverty' . Th e 
first article of the Economic and Trade Cooperation 
chapter reiterate s thi s principle , bu t subsequentl y 
the ter m 'poverty ' goes unmentioned i n any of the 
more detaile d provision s o n EPAs . Of course , on e 
could argu e tha t th e mer e successfu l implementa -
tion o f EPAs - tha t is , agreements tha t ultimatel y 
contribute to ACP economic growth and ACP inte-
gration into the world economy - implie s a positive 
impact on poverty alleviation. Yet such an approach 
surpasses some of the basic insight s from economi c 
theory an d disregard s practica l experience s o f th e 
effects o f trad e refor m o n th e poo r i n developin g 
countries. 
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Though a  few paragraphs certainl y canno t suf -
fice to cover the relation between trade reform an d 
poverty, some basic insights can be mentioned.21 As 
put forward b y Winters (1999) , the functionin g o f 
markets i s the mos t critica l issu e determinin g th e 
impact of trade liberalisation on the poor. The wel-
fare effects o f trade liberalisation can be distributed 
along four majo r channels : the prices of goods, the 
prices o f productio n factor s (capital , labour) , th e 
effects on technology and growth, and the effects on 
the fiscal balance. 

First, trade reform sets off price changes. In gen-
eral, trade liberalisation increase s export prices and 
decreases import prices. The existence of functional 
distribution channel s (wholesalers , transporters , 
retailers) determine s th e degre e t o whic h pric e 
changes at the border actually filter throug h t o th e 
rest of a country o r region. Further , i f the diversit y 
and substitutabilit y o f the good s consumed i s large 
(and market s functio n well) , overal l effect s ar e 
likely to be positive because the poor can shift thei r 
consumption toward s good s tha t hav e becom e 
cheaper. 

Second, trad e reform ma y change facto r prices . 
Changes in employment and wages might have seri-
ous consequence s fo r th e poor . Whethe r th e poo r 
can mitigat e cost s (e.g . unemploymen t i n import -
competing industries) and subsequently benefit fro m 
opportunities (e.g . employmen t i n expandin g sec -
tors) depend s o n th e functionalit y o f labou r an d 
capital markets, as well as the degree to which work-
ers an d smallholder s ca n adap t thei r skill s t o th e 
new economic environment . 

As discussed before, a liberalised trade policy can 
stimulate economi c growt h throug h th e impor t o f 
new technologie s an d th e inflo w o f knowledge , 
either vi a trad e i n goods , the attractio n o f FDI , or 
both. Thoug h ther e ar e exceptions , empirica l evi -
dence strongly suggests that economic growth tends 
to benefi t th e poo r proportionally. 22 However , a s 
also mentione d earlier , trad e liberalisatio n ca n 
adversely impac t th e fisca l balance . Whethe r thi s 
affects poor households - an d to what extent - ulti -
mately depend s o n th e budgetar y an d fisca l deci-
sions made by government. Though the poor consti-
tute th e larges t proportio n o f th e populatio n i n 
nearly al l ACP countries , a key question i s to what 

290 NAVIGATIN G NE W WATERS 

extent the poor can form an effective interes t group 
in th e tax-refor m process . I n developin g countrie s 
where a  small elit e dominate s th e politica l agend a 
and th e refor m process , there i s a real danger tha t 
the burden o f budget cut s or new taxes will be dis-
proportionately shifted toward s the poor. 

Clearly, th e functionin g o f markets , flankin g 
measures and democracy are the key elements tha t 
determine th e overal l effec t o f trad e liberalisatio n 
on th e poor . I f th e market s fo r goods , labou r an d 
credit functio n adequately , poorer  group s wil l ulti -
mately b e bette r of f b y means o f a  generally lowe r 
price leve l an d job s o r businesse s tha t ear n bette r 
wages and higher profits tha n before . Similarly, the 
quality o f public service s i n combinatio n wit h th e 
effectiveness o f democrac y ultimatel y determine s 
whether the benefits and costs will be spread equally 
over society. 

Three factors affecting the impact of EPAs 
From the above , i t i s still impossible to discern th e 
impact that an EPA might have on an ACP region. 
To d o s o woul d requir e detaile d analyse s a t bot h 
ACP regional and country levels. Overall, three fac-
tors can b e said t o determine th e fina l outcom e of 
EPAs, should they be concluded: 

• th e economic characteristics of the ACP region; 

• th e provisions of the final agreement; and 

• th e development an d enhancement o f key insti-
tutions i n the ACP countries before, during and 
after EPA negotiations. 

As for th e firs t factor , the  economic characteristics  of 
the ACP region, i t i s evident tha t th e ACP group is 
much too diverse to generalise on the overall direc-
tions o f th e aforementione d economi c effects . 
Crude economi c characteristics , suc h a s GDP pe r 
capita, macroeconomi c stability , mai n incom e 
sources and trad e patterns with th e EU , differ sub -
stantially betwee n bu t als o withi n AC P regions . 
Inevitably, som e countrie s wil l b e mor e pron e t o 
gain from EPAs whereas for others, the costs, at least 
in the short run, are likely to be larger. 
In contras t t o th e firs t factor , whic h comprise s a 
given se t o f characteristics tha t eac h region has t o 
live with, the second factor, that of EPA provisions, is 



Table 2. An institutional 'wish list' for EPAs 

A 

Economic 
impact* 

static effects 

competition 
effects 
and 
scale 
effects 

agglomeration 
effects 

FDI and technology 
transfer effects 

fiscal effects 

additional 
integration 
effects 

Β 

Positive effect 
+ 

• trad e creation 

• lowe r prices for 
consumers and 
producers 
•job creation 
• efficienc y gains 
• stimulatio n of 
domestic and 
foreign investment 

• centripeta l forces: 
broad geographical 
distribution of 
benefits 

• growt h in FDI 
• knowledg e 
accumulation 
• productivit y 
increases 

• fisca l reform (trade 
policy no longer fiscal 
instrument) 

• dee p integration: 
from market access 
to market entry 

C 

Negative effect 

(maximise B, 
minimise C) 

• trad e diversion 

• threa t to previously 
protected industries 
• jo b losses 
• monopolie s 
cornering regional 
markets 
• growt h divergence 
between least and 
more developed 
countries in an ACP 
region 

• centrifuga l 
forces: benefits 
accrue 
predominantly 
to centres of 
economic activity 

• hu b and spoke 
(investment diversion 
effect towards 
EU hub ) 

• los s of fiscal 
revenue due to 
tariff elimination 

• shallo w integration: 
few measures 
beyond duty-free 
access 

D 

Welfare 
stimulators 

• trad e liberalisation 
towards third countries 

• competitio n policy 
• shor t adjustment 
processes for firms 
and workers 
• improve d market 
access to ΕU for 
exporting (scale) 
industries 
• improve d economic 
infrastructure and 
investment environment 
in least-developed 
ACP countries 

• improvemen t of 
economic 
infrastructure 

• trad e and investment 
liberalisation within 
ACP regions and 
towards third countries 
• improvemen t of 
investment environment 

• technica l assistance 
for reform 
• fisca l compensation 
measures 

• upgradin g of 
customs procedures, 
certification agencies 
and public and private 
sector know-how on 
trade facilitation 
• stron g EU-ACP 
co-ordination and 
co-operation on 
(removal of) non-
tariff barriers 
• improve d rules of 
origin 

Ε 

Key institutional 
and organisational 

requirements 

• strategi c external trade 
policy 

• functiona l labour and 
capital markets 
• rul e of law 
• functiona l judiciary 
• competitio n authority 
• nationa l and regional 
infrastructure strategies 
• improve d access 
to credit for SMEs 

• nationa l and regional 
infrastructure strategies 
(see WB on this) 
• improve d private 
and public access 
to credit 

• rul e of law 
• macroeconomi c 
stability and reform 
• socia l stability 
• educatio n 

• competen t 
tax authorities 
• societ y conducive 
to change 
• rul e of law 

• empowermen t of 
business associations 
• dialogu e and trust 
between public and 
private sector 
• competen t trade 
bureaucracies 
• stron g regional 
organisations 

NAVIGATING NEW WATERS 291 



Table 2 (continued) 

A 

Economic 
impact* 

impact on poverty 

Β 

Positive effect 
+ 

dependant on dynamics 
of Β and C 

C 

Negative effect 

(maximise B, 
minimise C) 

D 

Welfare 
stimulators 

• functiona l markets 
for goods, credit and 
labour 
• povert y impact 
analyses by ACP and 
EU, including informal 
sector, urban, rural and 
gender dimensions 

Ε 

Key institutional 
and organisational 

requirements 

• effectiv e democracy 
• educatio n and training 
• mainstreamin g trade 
policy into PRSPs and 
overall development 
policies 

*This table provides a schematic - an d necessarily artificial - representatio n of the variety of economic effects that EPAs could 
have and their enabling conditions. Genuine classification of effects and conditions is problematic because of strong 
interrelationships. 

in constant flux. The precise details of an EPA will 
be discussed time and again over the next few years. 
The exten t t o which th e principle o f asymmetry i s 
applied will probably be at the heart of these discus-
sions. Transitional periods, sector exclusions and safe-
guards ca n al l preven t o r eliminat e th e economi c 
effects discussed above. This can be positive in areas 
where larg e cost s an d onl y margina l benefit s ar e 
involved fo r th e ACP. However, excessive flexibil -
ity in the implementation of reforms can also evapo-
rate al l potentia l gains . Furthermore , ther e ar e 
important legal challenges to tackle. On issues such 
as investment rules, contingency protection, dispute 
settlement, trade-related areas and EU assistance, it 
is the lega l and procedura l details , rather tha n th e 
inclusion of these areas as such, that wil l affect th e 
impact of an EPA. 

The third factor, development and enhancement of 
ACP institutions, is the most elusive but arguably the 
most importan t i n determinin g th e outcom e o f 
EPAs. I n paralle l t o th e EP A negotiations , AC P 
countries face the overriding challenge of preparing 
their relatively smal l economies for free trad e with 
the world' s larges t economy . As previously argued , 
being prepare d means  tha t th e necessar y enabling 
conditions are in place once an EPA is implemented. 
To bring about these conditions, a wide set of insti-
tutional reforms is necessary, and sufficient capacit y 
must b e i n plac e t o adequatel y manag e thes e 
reforms. Indeed, from the previous sections, an insti-

tutional 'wish  list' coul d be compiled with respect t o 
ACP preparation s (se e Table 2) . Yet history shows 
that th e emergenc e o f institution s i s anything bu t 
an automati c an d inevitabl e process. 23 Moreover , 
various institution s tha t AC P countrie s currentl y 
lack hav e take n decade s o r mor e t o develo p an d 
mature i n develope d countries. 24 In  othe r words , 
acknowledging that many ACP countries at present 
lack th e resources , th e experienc e an d ofte n th e 
necessary politica l leadership , th e questio n spring s 
to mind of whether the necessary 'eruption' of insti-
tutions an d capacitie s ca n occu r withi n th e rela -
tively short timeframe tha t EP A negotiations pose. 
The next section deals with this question. 

An institutional race against the clock 

From the previous section it is clear that the quality 
of institution s wil l be a  crucia l facto r determinin g 
the impact  o f EPA s o n AC P countrie s (Bo x 4.1) . 
However, i n many ACP countries and regions , the 
institutional framewor k i s currently insufficien t t o 
adequately dea l with al l of the economi c effect s o f 
EPAs. A key question is thus whether the process of 
EPA negotiation s ca n sufficientl y trigge r th e 
improvement of institutions in the ACP countries. 
That institution s matte r fo r developmen t i s no w 
widely acknowledged within the international com-
munity. The quality of developing countries' institu-
tions is generally viewed as a crucial factor in realis-
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Box 2. Institutions 

In the literature , the term institution s i s used b y a 
wide range of academic disciplines and applied to a 
variety of contexts. For the purpose of this chapter it 
refers to: 

formal and  informal  rules  and their  enforcement 
mechanisms that shape the behaviour of individuals 
and organizations in society. 

(Burki and Perry, 1998). 

Clearly, this is a broad concept However , in light of 
column D in Table 2, it would be impossible to come 
up with a  more narro w an d concret e concep t tha t 
would do justice to the range of conditions that will 
determine th e impac t o f EPAs . Becaus e bot h th e 
form an d the qualit y o f institution s ar e dependent 
on a  great variety o f factors -  (financial ) resource s 
being only a minor one - changin g the institutiona l 
framework o f a  society i s broadly recognise d as an 
elusive and long-term process. 

ing a  horizon o f objectives , whethe r the y concer n 
human rights, peace and security, health and educa-
tion, th e environmen t o r economic prosperity an d 
poverty alleviation.25 

Institutions as  the  crux  for  trade  and 
development 

Many observers argue that understanding the condi-
tions that shape institutions is central to explaining 
international difference s i n economi c perform -
ance.26 With respec t t o trade policy, an interestin g 
empirical debat e ha s emerge d a s to whethe r trad e 
openness o r institutiona l qualit y bette r explain s a 
(developing) country' s economi c performance. 27 

Recent wor k b y Rodri k an d other s suggest s tha t 
once institutional quality i s accounted for , this fac-
tor trump s al l other s -  includin g opennes s -  i n 
explaining internationa l difference s i n prosperity. 28 

In this light, the controversy regarding the proposi-
tion of Dollar and Kraay (that openness leads to sig-
nificantly highe r economi c growth ) i s furthe r 
increased. Rather, i t appears not to be what a coun-
try does that is crucial, but how it does it.29 The issue 
then move s awa y from th e one-dimensiona l ques -
tion o f protectionism versu s opennes s toward s th e 
multiple dimension s o f th e trad e policymakin g 
process and related institutions.30 

If th e proces s an d institution s relate d t o trad e 
policymaking ar e indee d s o crucia l t o economi c 
growth an d development , EPA s pos e muc h mor e 
than jus t a  strategic challenge t o the ACR Before , 
during and after liberalisation of trade with the EU, 
complex analyse s must be undertaken an d difficul t 

decisions mad e wit h respec t t o th e functionin g o f 
capital an d labou r markets , publi c investment s i n 
infrastructure, competition and other legislative set-
tings, a new or improved fiscal system, social safety 
nets, a  multilatera l trad e strategy , th e structure , 
shape an d programm e o f regional integration , an d 
an upgrad e o f statistica l services , custom s proce -
dures an d technica l facilities . O f course , fo r al l of 
the area s mentioned, reform s ar e needed -  regard -
less of whether trade is liberalised through EPAs. Yet 
the key question is whether the EPA process offers a 
good vehicle to achieve the reform objectives, and if 
so, whether the timeframe i s sufficient t o allow the 
appropriate institutions to develop. 

To better concretise the case for institutions, the 
following section s dea l specificall y wit h th e trad e 
policymaking process and th e related  issu e of trade 
capacity-building. 

The trade policy  process:  Best practices from 
developing countries 

If there is no standard formula for the best trade pol-
icy with respect t o development, the n certainly n o 
standard polic y process can exist . Each developin g 
country has a unique political, social and economic 
environment i n which the government operate s t o 
make trad e polic y an d prepar e fo r internationa l 
trade negotiations. In this respect, of particular rele-
vance for mos t developing countrie s are the finan -
cial an d huma n resourc e constraint s tha t imped e 
the generatio n o f al l relevan t informatio n an d 
hamper analyses for optimal preparation. 

Though a range of literature addresses how trade 
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policy i s conducted i n developed countries , only in 
recent years have academics and policymakers from 
North an d Sout h starte d t o giv e systemati c atten -
tion t o trad e policy processes i n developin g coun -
tries.31 In order to discuss these, it is first necessary to 
define wha t i s meant b y effective trad e policymak -
ing. Following Soligna c Lecompt e (2001a) , i t ca n 
be argued that this is a process that: 

• identifie s th e country' s trade  interests,  in th e 
framework o f its overall development strategy; 

• translate s these interests into policies and negotiat-
ing goals; and 

• distribute s roles - eithe r explicitly or implicitly -
and allocate s resources  t o implemen t thes e poli -
cies an d promot e thes e interests , reactivel y o r 
actively, in the various negotiating fora (a t multi-
lateral, bilateral and regional levels). 

Reviewing the recent literature , the overal l picture 
seems to be that despit e impressive progress in cer-
tain countries , mos t developin g countrie s remai n 
unable to live up to the enormous challenges posed 
by current globa l trad e rule s and multipl e negotia -
tion fora . Though , naturally , financia l an d huma n 
resource constraints are the suspects most visible to 
observers, evidenc e als o convincingl y point s 
towards a lack of several other elements as hamper-
ing trade policymaking.32 Those that seem most crit-
ical t o a n effectiv e trad e policymakin g proces s ar e 
leadership, capacity , an d inclusivenes s an d trans -
parency. 

Leadership· Political leadership is a sine qua non for 
a goo d trad e policymakin g process . Onl y whe n a 
government clearly recognises the importance of its 
trade policy , i t ca n preven t th e trad e agend a fro m 
being fully captured by wider political interests. Pol-
icymakers an d trad e official s requir e no t onl y ade -
quate resources but als o sufficient politica l suppor t 
in orde r t o embe d nationa l trad e polic y i n overal l 
development policy. If a government is to take trade 
policy seriously , i t mus t allo w it s official s t o dea l 
with veste d interests , both withi n th e governmen t 
administration and in the private sector. 

Capacity. To adequately deal with the internationa l 
trading system , countrie s nee d basi c capabilities , 
functioning organisation s an d competen t peopl e 
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within those organisations. The scope of WTO rules 
and bilateral trade negotiations is so broad that both 
the developmen t an d implementatio n o f trad e 
policy wil l affec t a  wid e rang e o f governmen t 
departments. Hence, there is an overriding need for 
adequate capacity , no t onl y t o understan d inter -
national trad e issue s an d thei r potentia l impacts , 
but als o t o co-ordinat e betwee n relevan t depart -
ments withi n th e governmen t an d t o delegat e 
authority amongst government actors.33 

Inclusiveness an d Transparency. The inclusio n of 
non-state actor s i n formulatin g trad e polic y ca n 
widen th e resource s an d informatio n availabl e t o 
the policymaking process and channel informatio n 
on policy implications to stakeholders. An effectiv e 
consultation mechanis m -  involvin g th e relevan t 
government agencies , the busines s sector an d civi l 
society throug h unions , non-governmental organi -
sations (NGOs) , an d academi a -  ca n lesse n th e 
burden on government t o generate sufficient infor -
mation. Inclusio n ca n als o creat e th e necessar y 
degree o f transparency  and legitimacy  for trad e 
reform. 

Though easily adopted in principle, experience sug-
gests that initiatin g genuine dialogue between gov-
ernment and non-state actors is difficult i n practice. 
For example , privat e enterprise s i n developin g 
countries ar e seldom awar e o f thei r stake s i n trad e 
agreements, an d thei r relation s wit h governmen t 
authorities ar e ofte n characterise d b y disconten t 
and mistrust. Clearly, the development of a success-
ful public-privat e consultatio n mechanism , i n 
which government and non-state actors both recog-
nise th e potentia l value-added , ca n b e achieve d 
only with time.34 

The donor dimension: TCB as a hype? 

Donors an d internationa l organisation s hav e 
increasingly recognise d th e capacit y constraint s 
facing developin g countrie s i n th e fiel d o f inter -
national trade . Consequently, trad e capacity-build -
ing (TCB) programmes aim to support trade-related 
institutions i n those countries . Yet, i t i s only since 
the launching of the Doha Round in 2001 that TCB 
has bee n a t th e to p o f th e internationa l trad e 
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Box 3. Trade capacity building 

Although institution s (as defined i n Box 2) are cru-
cial t o th e impac t o f EPAs , the concep t seem s too 
broad and elusive to form a concrete target for devel-
opment co-operation agendas.a 

Instead, recipien t governmen t authoritie s an d 
donors have narrowed their focus on those organisa-
tions tha t the y perceiv e t o b e the mos t importan t 
through their direct impact on the wider institutional 
framework. Within the specific area of trade policy , 
we hav e clearly identifie d som e o f these organisa-
tions, such as government ministries, regulating and 
enforcement authorities , judicia l bodies , regiona l 
organisations, privat e secto r entities , universities , 
and civil society representatives. Obviously, the ulti -
mate objective o f co-operation an d assistance i s to 
build th e capacitie s t o research , debate , design , 
negotiate, implement and regulate trade and trade-
related policies. In this respect the term trade capac-
ity building i s often used. b This paper defines trade 
capacity-building as: 

'a process by which individuais, groups, and  organi-
sations enhance their abilities (individually and col-
lectively) to perform tasks, solve problems and both 
set and achieve objectives in  the field of  trade and 
trade-related policymaking and implementation'. 

aOver the pas t decade, some bilatera l donor s have 
incorporated institutional  development  as a  cross-
cutting objective in their co-operation and assistance 
programmes; however , ther e remain s substantia l 
ambiguity over what this means in practice. 

bCapacity development  ox capacity enhancement are 
other terms often employed by international institu-
tions an d donors . Neithe r i s necessaril y mor e suit -
able than another. ECDPM is currently carrying out a 
study t o she d ligh t o n th e semanti c confusio n 
around and operational meaning of concepts such as 
capacity. Thi s pape r use s trade  capacity-building 
because i t occurs most frequently i n the debate on 
ACP-EU trade negotiations. 

agenda. Th e Doh a Declaratio n clearl y spell s ou t 
that 'technica l co-operatio n an d capacity-buildin g 
are core elements of the development dimension of 
the multilateral trading system' (Art. 42). 

Table 3  show s tha t th e increase d attentio n fo r 
developing countries ' trad e institution s ha s le d t o 
substantial contribution s fro m donor s i n TCB -
related activities (se e also Box 4).35 Evidently, dev-
eloped countrie s hav e a  clea r interes t i n devotin g 
resources t o thes e initiatives . Withou t th e stron g 
provisions fo r assistanc e t o developin g countries ' 
trade institutions it is unlikely that the Doha Round 
could hav e bee n launched . Fo r th e WT O itself , 
TCB programme s ar e crucia l becaus e th e non -
participation o f many developing countrie s consti -
tutes a direct threat to the credibility and legitimacy 
of the organisation. 

Moreover, TCB programmes seem important t o 
ensure tha t developin g countrie s sta y involve d i n 
the trad e liberalisatio n proces s an d remai n willin g 
to enter int o negotiations on issues that they origi-
nally perceiv e no t t o b e i n thei r interest . Fo r 

instance, in 2002 one-third o f the world total TCB 
activities concerned the so-called 'Singapore issues' 
(investment, competition , governmen t procure -
ment an d trad e facilitation). 36 Interestingly , i t i s 
exactly these issue s that mos t developing countrie s 
are reluctant o r unwilling to negotiate i n the Doha 
Round, a s was demonstrated b y th e breakdow n o f 
the WTO Ministeria l Meetin g i n Cancun. Hence , 
TCB programme s ca n als o serv e a s a  buy-ou t t o 
obtain concession s fro m developin g countrie s i n 
multilateral or bilateral trade negotiations.37 

The European Commission has been among the 
main drivin g force s o f TC B programmes . Thoug h 
support i n thi s are a feature s throughou t th e EU' s 
external relation s agenda , E U suppor t fo r TC B i s 
most ambitiou s wit h respec t t o th e AC P group . 
Since it s initia l 199 6 Green Paper , whic h initiall y 
proposed reciprocity , th e Commissio n ha s stresse d 
that EPA s should go beyond just free trade . Conse-
quently, provision s stressin g capacit y buildin g fo r 
both regiona l an d domesti c AC P organisation s 
recur throughout the Cotonou Agreement.38 Yet the 
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Table 3. Trade-related technical assistance (TRTA) and capacity-building (CB) commitments in 2002 
(US$ million) 

Main donors 

European Commission 
France 
Germany 
Japan 
Netherlands 
Switzerland 
United Kingdom 
United States 
World total 

Trade policy and 

292 
5.3 
9.0 

16.1 
2.6 
8.7 

18.3 
177.8 

712 

regulations' 

41% 
5% 

12% 
31% 
10% 
12% 
33% 
29% 
33% 

Trade 

419 
112.8 
65.5 
34.8 
22.4 
55.7 
35.2 

437.7 
1383.4 

developmentb 

59% 
93% 
84% 
67% 
82% 
79% 
63% 
71% 
65% 

Contributions to 
multilateral TRTA/CB 

providers or programmesc 

0.8 0 % 
1.6 1 % 
1.2 2 % 
1.5 2 % 
2.3 8 % 
5.9 9 % 
2.7 5 % 
1.5 0 % 

34.6 1 % 

Source: WTO/OECD TRTA & CB Database (2003). 
aConcerns programmes in areas such as trade education and training, regional integration, agriculture, services, competition policy, 
investment rules, SPS, TBTs, TRIPs, customs procedures and trade negotiations. 
bConcerns programmes in areas such as business support services, public-private networks , trade finance, market analysis and trade 
promotion. 
cWTO, Integrated Framework (IF), Joint Integrated Technical Assistance Programme (JITAP), and the International Trade Centre (ITC). 

agreement did not go so far as to commit additional 
funds fo r countrie s negotiatin g EPAs . To date, th e 
Commission ha s stressed tha t th e 9t h ED F already 
reserves a considerable sum for this purpose, mostly 
via its Regional Indicative Programmes (RIPs).39 As 
an exception to the rule, a €20 millio n Programm e 
Management Uni t (PMU ) wa s se t u p t o facilitat e 
preparatory wor k fo r EP A negotiation s b y AC P 
actors. This PMU i s in addition t o an earlie r com-
mitted € 1 0 million to support ACP participation in 
WTO negotiations. 

Since th e regiona l dimensio n constitute s a n 
important elemen t o f EPAs , i t receive s specia l 
attention i n the suppor t programmes. In this light , 
the Commission introduce d th e so-called 'toolbox ' 
into th e negotiations . Unde r th e toolbo x headin g 
'the element s relevan t fo r successfu l AC P regiona l 
economic integration' are to be discussed. The Com-
mission stresse s tha t discussion s 'wil l no t en d u p 
with a  recip e fo r a  'one-size-fits-all ' integratio n 
process but should reflect o n the building blocks of 
regional economic integration and the relationshi p 
to regional negotiations of EPAs'.40 To complement 
the discussions under the toolbox heading with con-
crete suppor t measures , i n July 200 3 th e Commis -
sion approved an all-ACP €50 million support pro-
gramme calle d Trade.Com . Durin g EP A negotia -

tions, this programme is to support the ACP regions 
in thei r preparations both fo r th e negotiations an d 
for the implementation of EPAs (see Box 4). 

TCB programmes and institutions 

Whereas both attention and funding for TCB activ-
ities hav e increased , ther e i s a s yet  n o systemati c 
evidence tha t TC B programme s actuall y resul t i n 
the development of appropriate institutions and sus-
tainable capacitie s fo r trad e policymaking . Indeed , 
most initiative s ar e relativel y ne w an d thei r ful l 
impact remains to be assessed. Yet the literature on 
institutional development in general and some case 
studies on TCB in particular may already offer some 
preliminary insights. 

Characteristics of institutional development 
Many observer s hav e aske d th e questio n o f ho w 
institutions develop and, consequently, how such a 
process can be supported by outsiders - donor s and 
international institutions. To what extent can these 
outsiders actuall y influenc e th e developmen t o f 
institutions i n th e firs t place ? To date, surprisingl y 
little researc h ha s bee n don e tha t systematicall y 
distinguishes betwee n th e impac t o f interna l an d 
external factors on institutions. With respect to the 
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Box 4. The EU and trade capacity-building 

The apparen t importanc e tha t th e Commissio n attache s t o trade-relate d assistanc e i s certainl y no t 
to the ACP group. Over the past three years, some € 2  billion has been spent on TCB for developing countries.a 
In many national or regional assistance programmes, considerable funds have been explicitly reserved for this 
purpose. In addition to direct bilateral support, the EU has taken a lead role in various multilateral TCB initia-
tives aimed at developing countries. 

EU funded trade capacity-building programmes * 

*The table is illustrative and does not present all EU support in the TCB area. In the case of the ACP, National Indicative 
Programs (NIPs) may also include funding that is trade-related. 
aEC (2003a) 
bNIPs: National Indicative Programme; RIP: Regional Indicative Programme 
cln some NIPs and RIPs, trade-related capacity-building support is included in allocations that serve a wider purpose; here only 
NIPs and RIPs that reserve funds explicitly for support to regional integration and/or trade-related capacity building are 
included. 
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Beneficiary 

Multilateral initiatives 

LDCs 
Developing countries 

All ACP 

ACP group 
ACP group 
ACP group 

ACP regions' 

Central Africa 
West Africa 
Eastern and Southern Africa 
and Indian Ocean 
Southern Africa (SADC) 
Pacific 
Caribbean 

Non-ACP countries' 

Paraguay 
Uruguay 
Chile 
Bangladesh 
Vietnam 
Thailand 

Non-ACP regions' 

Andean Community 
Central America 
Mediterranean 

TCB fund/ sourceb 

Integrated Framework 
Doha Development Trust Fund 

Trade.Com (part of 9th EDF) 
PMU 
Doha Round 

RIP 2002-07 
RIP 2002-07 
RIP 2002-07 

RIP 2002-07 
RIP 2002-07 
RIP 2002-07 

NIP 2000-06 
NIP 2002-06 
NIP 2000-06 
NIP 2002-06 
NIP 2002-06 
NIP 2002-04 

RIP 2002-06 
RIP 2002-06 
RIP 2002-04 

EU trade-related funding 
(€ million ) 

5.5 
12 

50 
20 
10 

14-16 
118 

100-120 

35-45 
9 

43-51 

21.7 
5.4 
6.4 
49 

6 
5 

0.7 
44.7 

10 

EU trade-related 
funding as % of 

total (EU) funding 

60% 
63% 

100% 
100% 
100% 

25-30% 
50% 

45-55% 

35-45% 
31% 

75-90% 

42% 
29 % 
19% 
9% 
6% 

50% 

5% 
60% 
11% 



Box 5. Trade.Com and EPAs 

In July 2003 , the Europea n Commissio n approve d 
the Trade.Co m programm e fo r AC P countries . 
According to the Commission, Trade.Com will focus 
on 'creatin g th e necessar y capacities i n ACP coun-
tries to benefit from increased trading opportunities'. 
The programme comprises three main components: 

• strengthenin g o f loca l trad e policymaking , 
research and training capacities in the ACP coun-
tries; 

• establishin g a network of ACP experts through a 

specific role of donors, however, several case studies 
suggest tha t they  hav e ofte n faile d t o incorporat e 
institution-related issue s successfully int o their pro-
grammes.41 Some would argue that in most cases it is 
mainly th e contex t (th e macroeconomi c environ -
ment) that prevents external assistance from having 
a (sustainable ) impac t o n institutions . However , 
here too concrete evidence is lacking.42 

There i s a large body of literature on the condi-
tions tha t suppor t o r strengthe n institutions. 43 

Given th e broad scope of the subject , i t i s not sur -
prising tha t man y o f thes e condition s ar e inter -
dependent an d mutuall y reinforcing . I n ful l 
acknowledgement o f this , a  non-exhaustiv e an d 
necessarily artificia l classificatio n o f som e o f th e 
basic insights follows below. 

A long-term and evolutionary process. Institutions 
cannot develo p overnight o r through one-sho t ini -
tiatives o r projects . On e organisatio n canno t 
develop another . Rather , the development o f insti-
tutions concerns an endogenous process that requires 
the stakeholders involved (e.g. public officials, non-
state actors and donors) to continuously learn from 
each other , gain experience, and adap t thei r work -
ing methods along the way. 

There is no magic bullet for creating or strength-
ening institutions. In particular in the area of trade, 
it has become abundantly clear that each case is sui 
generis. Fo r instance , relativel y successfu l institu -
tions, such a s those establishin g Europea n integra -
tion, are not easily copied by others. To be effective , 
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so-called 'Hub and Spokes' programme (in addi -
tion to regional senior trade advisers, funding will 
be provided for local and regional trade fellows); 
and 

• pilo t projects to address urgent institutional and 
supply-side constraint s i n the area s of technica l 
standards and sanitary and phyto-sanitar y (SPS) 
requirements. 

Trade.Com will b e financed from regula r EDF funds. 
It will become operational in 2004 for a period of six 
years, thu s coverin g th e entir e EP A negotiatio n 
period and beyond. 

institutions nee d t o complemen t loca l conditions . 
Recent cas e studies on Lati n America sugges t tha t 
where trad e institution s malfunction , buildin g u p 
new one s fro m scratc h t o eliminat e pas t problem s 
(so-called 'big-bang ' reform ) doe s no t lea d t o 
improvements in practice.44 Incremental change, by 
building on existing capacities and structures, how-
ever imperfec t thes e may be, is more likely to yield 
benefits over time. 

Political leadership . The willingnes s o f leader s t o 
use their political weight in support of change is cru-
cial. Admittedly, the improvement of institutions is 
often a  bottom-u p process , originatin g fro m th e 
roots o f society . Politician s ar e sometime s lat e 
arrivals i n suc h processes . Yet thei r rol e i s crucial , 
since improvements in institutions can only be har-
nessed onc e th e to p ha s full y recognise d thei r 
importance. 

Ownership. Government an d non-stat e actor s ar e 
owners o f a  proces s whe n the y fee l i t empower s 
them an d serve s thei r interests. 45 I f organisations, 
laws or procedures are established onl y i n response 
to pressures from outside , the y ar e unlikely t o sur -
vive or be implemented. Once actors feel they have 
a stake i n the successfu l establishmen t o f organisa-
tions o r the effectiv e implementatio n o f rules an d 
procedures, a basis for positive institutiona l chang e 
can emerge . The literatur e show s that when stake-
holders come into policy processes with open minds, 
the fina l decision s ar e mor e appropriat e an d mor e 
likely to be implemented tha n i f some stakeholders 



adopt preconceive d position s fro m th e beginning . 
This suggest s tha t polic y conditionalitie s fixe d a 
prion are likely to be counterproductive. 

Inclusiveness. I n many cases , institutional chang e 
is pursued in a context of policy reform. To prevent a 
(reformed) publi c secto r organisatio n fro m operat -
ing i n a n isolate d environment , i t i s importan t t o 
involve non-stat e stakeholder s i n th e refor m 
process. I n th e are a o f trad e refor m fo r instance , 
developing countries that have been able to broaden 
their policymakin g processe s b y engagin g i n ope n 
and inclusiv e consultations wit h th e private secto r 
have generall y performe d bette r tha n countrie s 
where such consultations have been absent.46 

The involvement of donors 
Though th e concep t remain s elusiv e fo r many , 
building sustainable institutions has acquired a firm 
place on donors' lists of top priorities. Nonetheless, 
the donor community's record with respect to effec-
tive support for good institutions remains dismal. In 
a review of the literature , SIDA (1995 ) concluded , 
'[I]t i s clear that aid agencies perform badly at insti-
tution building . They ar e bureaucrati c institution s 
that ar e financially accountabl e t o thei r ow n gov -
ernments an d taxpayers . They ar e outsider s t o th e 
country the y ar e tryin g t o hel p an d thei r under -
standing of the local context is limited'. 

The specific field of trade seems to be no excep-
tion i n this respect : i t has proven t o be difficult t o 
have a lasting impact as a donor. Moreover, the large 
number o f TC B programme s hav e th e additiona l 
disadvantage of possible double agendas and the risk 
of so-calle d 'biase d aid'. 47 Excep t fo r thi s poin t 
(which applies specifically t o the area of trade), the 
recent spur t of literature and case studies on donor 
involvement i n institutio n buildin g tend s t o con -
firm some general insights on how donors can stim-
ulate or fracture th e development of institutions. 

Absorptive capacity . Unfortunately , th e countrie s 
most i n nee d o f assistanc e i n institutio n buildin g 
have th e mos t difficulties i n using assistance effec -
tively. Because the institutional bases in these coun-
tries are amongst the most fragile, i t is all the more 
difficult t o stimulate sustainable development fro m 
the outside . Additionally , i n countrie s wher e th e 

fewest governmen t resource s ca n b e committe d 
towards institution building, ownership and accoun-
tability ar e likel y t o remai n low , an d ther e i s a 
serious chance tha t dono r an d recipien t wil l ente r 
into a  downwar d spira l o f ai d dependency . LDC s 
constitute a particularly difficult cas e for donors. As 
UNDP pu t it , th e LDCs ' 'weaknes s als o inhibit s 
their abilit y and confidence t o get into the drivin g 
seat, choose  th e directio n i n whic h t o travel , an d 
acquire and absorb appropriate resources that will be 
needed on the journey.'48 

A demand-driven agenda. Where donors dominate 
the identification , desig n an d implementatio n o f 
programmes, recipient s ten d t o adop t passiv e atti -
tudes, resources ar e allocated inefficientl y an d aid -
dependency increases . Although recipient s are also 
often motivate d b y short-ter m interests , a  donor -
driven agenda tends to further bia s the allocation of 
assistance towards activities that can, in a short time 
span, resul t i n mor e tangibl e outputs . Withou t 
adequate needs assessments, programmes can divert 
capacities t o areas of lesser local concern, decreas e 
ownership an d limi t accountabilit y o n th e recipi -
ents' side . Though th e very involvement o f donors 
will alway s complicat e th e intersectio n betwee n 
demand and supply, by definition the genuine devel-
opment o f institution s i s a process driven b y loca l 
stakeholders. 

Accountability. Donors can bias responsibility. The 
link betwee n a  governmen t recipien t an d dono r 
often take s precedence over the government's rela -
tionship with it s citizens, which should be the cor -
nerstone of a demand-driven process . Where actors 
are not very accountable to the actual stakeholder s 
they serve , externa l assistanc e ca n undermin e th e 
opportunities for nationals to express their interest s 
and priorities. 

Flexibility. The circumstances under which institu -
tions can be built or improved differ significantl y by 
country an d sector . 'On e siz e fit s all ' programm e 
designs ten d t o undermin e flexibility,  whic h i s 
needed at the implementation level to adjust effort s 
to local circumstances. 

Capacity depletion . Donors can attrac t competen t 
personnel awa y fro m loca l organisation s t o th e 
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detriment o f sustainabl e institution-building . B y 
directly or indirectly raising salaries and improvin g 
career prospects , donors can distur b th e allocatio n 
of huma n resource s i n specifi c area s o f policy -
making, reducing continuity in the very institutions 
they ar e tryin g t o assist . Persona l skill s ar e ofte n 
upgraded through technical assistance and capacity-
building programmes; but organisational learning is 
low because trained personnel switch to better-paid 
jobs. In  particular , wher e project s ar e short-term , 
staff tha t benefite d fro m trainin g an d educatio n 
tend t o leav e organisation s onc e project s ar e 
terminated.49 

EPAs as drivers of institutions? 
With respec t t o th e impact  tha t EU-funde d TC B 
programmes might have on the relevant ACP insti-
tutions during EPA negotiations, the analysis above 
suggests some reservations. 

Short-term. Th e timefram e i n whic h EPA s ar e 
negotiated biases both donor and recipient priorities 
towards th e short-ter m demand s o f trad e negotia -
tions: quick fixes and ad hoc solutions are required. 
For example, where there is a lack of local expertise, 
non-ACP consultants will likely be hired to provide 
various analyses an d studies . Though thes e ca n b e 
used directl y a s input s i n th e negotiations , the y 
seldom contribute to local policymaking capacities. 
Hence, there is an inherent danger that support pro-
grammes wil l quickl y rever t t o backstoppin g o f 
urgent capacit y gaps , while ignorin g thei r primar y 
causes. Whereas the immediate negotiation process 
could run more smoothly with such direct support, a 
short-term approac h coul d backfir e onc e policy -
makers have to implement the agreement. 

Supply-driven. Both the initial idea of EPAs as well 
as the curren t negotiatio n proces s hav e bee n pre -
dominantly drive n b y th e Europea n Commission . 
During negotiation s o n th e Cotono u Agreement , 
many ACP countries responded to the idea of reci-
procity with lukewarm enthusiasm.50 Subsequently , 
the ACP group largely took a defensive and reactive 
stance durin g th e firs t yea r o f th e negotiations . 
Though this cannot be generalised to every individ-
ual country, i t i s undeniable tha t many ACP coun-
tries have yet to fully endorse the ideas of reciproc-
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ity, domesti c flanking  measure s an d institutiona l 
reform. 

Μarginalisation of the national level? TCB support 
is likely to focus on the ACP regional levels, where 
bi-regional negotiation s wil l tak e place . Yet i t wil l 
be a t th e nationa l level s tha t th e bul k o f polic y 
reform wil l have t o be done befor e an d during th e 
implementation o f EPAs. As discussed, without sig-
nificantly upgradin g nationa l trad e polic y institu -
tions, AC P region s ar e unlikel y t o benefi t fro m 
EPAs. Moreover, if national-level policymakers and 
politicians are marginalised i n the EPA process, the 
negotiations are more likely to break down at criti-
cal stages.51 

Lack o f stability . Finally , i n certai n countrie s an d 
regions, even the most basic enabling conditions for 
the development of trade-related institution s (o r of 
institutions in general) are currently not in place. In 
various parts of West Africa and Eastern and South-
ern Africa, civi l unrest , political instability  and , i n 
some areas, military conflic t hav e eclipsed difficul t 
but importan t policy issues such as trade reform o n 
the polic y agenda. 52 Som e island s i n th e Pacifi c 
have als o recentl y bee n contendin g wit h politica l 
turmoil. It is hard to imagine that their governments 
would currently be ready to fully engage themselves 
in reforming thei r trade institutions. Whereas other 
types of EU support might be most welcome, start-
ing TCB programmes in countries where ownership 
and accountabilit y i s temporaril y non-existen t 
would be nothing short of a waste of resources. 

Coercion or engagement: Two scenarios 
towards EPAs 

An important aspect about EPAs is that the institu-
tional 'wis h list' , a s identifie d i n sectio n earlier , 
would hold true regardless of whether the ACP and 
the E U ha d agree d t o reciprocit y i n th e Cotono u 
Agreement. Th e curren t internationa l trad e envi -
ronment demands substantial reforms from develop-
ing countries . Whethe r thes e reform s com e abou t 
because of domestic, regional or multilateral factor s 
is less relevant onc e i t i s acknowledged tha t trad e 
policy and its related institutions must be improved, 
if onl y fo r th e sol e purpos e o f developmen t an d 
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poverty alleviation. 53 I n thi s sense , i t coul d b e 
argued that the ACP can use EPAs and the accom-
panying E U assistanc e a s a  convenien t vehicl e t o 
implement much-needed trade policy reforms. 

On th e othe r hand , i t ca n als o b e questione d 
whether th e concep t o f EPAs is suitable t o delive r 
the require d reforms . Arguably , trade-relate d insti -
tution building should basically be viewed as increas-
ing AC P capacitie s t o autonomousl y determin e 
what polic y directio n i s mos t suitabl e fo r thei r 
development. Yet the EPAs predetermine the direc-
tion of ACP trade policy (opening domestic markets 
vis-à-vis the EU). A related issue is that of sequenc-
ing. Whereas few disagree that trad e policy reform s 
are necessary, a key question i s whether up to 2008 
and beyond the most pertinent needs will be addressed 
in th e appropriat e orde r an d withou t skippin g 
crucial steps in the process. 

Taking int o accoun t th e aforementione d 
insights o n institutio n buildin g an d combinin g 
these wit h th e experience s o f othe r countrie s an d 
regions tha t hav e bee n involve d i n trad e negotia -
tions with large trade partners, two different scenar -
ios for EPAs can be envisaged. 

Scenario I: A political economy of engagement 

Recent case studies confirm tha t th e mere involve-
ment in trade negotiations can set off a range of pos-
itive externalities that affect policymakers and their 
institutions. I n a  case stud y o f Sout h Africa , Bila l 
and Laporte (2004) note that South Africa activel y 
sought a new and progressive trade relationship with 
the EU, and it viewed trade negotiations as comple-
mentary t o it s overall developmen t strateg y i n th e 
post-Apartheid er a (se e Bo x 6) . Unde r th e influ -
ence o f various regiona l an d hemispheri c negotia -
tions, trade policy has also arisen on the agend a of 
the smal l countrie s i n th e Caribbean , pushin g th e 
pooling of resources at the regional level in order to 
deal with thei r considerabl e capacit y constraints. 54 

Hence, th e urgen t nee d t o prepar e inpu t fo r trad e 
negotiations ca n provid e a  necessar y stimulu s t o 
organise policy processes more effectively, t o bette r 
define economi c an d developmen t policies , an d 
ultimately to improve policy implementation. Thi s 
also applies with respec t t o the intra-regiona l inte -

gration process . Accordin g t o Bouza s (2004) , th e 
initial stages of Mercosur's integration process were 
characterised b y th e increase d exposur e o f les s 
experienced policymakers from the smaller member 
states (Uruguay and Paraguay) to their better equipped 
counterparts (Argentina and Brazil). 

In thi s sense , (regional ) trad e negotiation s ca n 
set off a political economy of engagement: domestic 
policymaking institutions improve as a consequence 
of th e externa l polic y agenda . A s politician s an d 
their policymaker s becom e mor e expose d t o th e 
practices an d policie s o f other countries , the y wil l 
gain i n thei r ow n leadershi p an d policymakin g 
capacities. Moreover, international negotiations pro-
vide an important incentive to review the strengths 
and weaknesses of domestic economic policy. Expe-
rience suggest s tha t particularl y i n countrie s 
involved in democratisation processes with increas-
ing participatio n o f non-stat e actor s (th e busines s 
community, civi l societ y an d academia) , policy -
making institution s ar e likel y t o improv e whe n 
exposed to external negotiations. Throughout Latin 
America, fo r example , democratisatio n an d a n 
increased deman d fo r legitimat e policymakin g 
transformed trad e policymaking processes through -
out the 1990s . Opaque links between the public sec-
tor and a  select group of large (import-competing ) 
industries have been slowly replaced by more trans-
parent and participatory policy processes.55 

Seen i n thi s light , EPA s coul d constitut e a n 
important stimulu s t o nationa l an d regiona l AC P 
institutions. This would affect no t only trade policy 
vis-à-vis the EU , bu t als o economi c polic y wit h 
respect t o regional partners , importan t third-coun -
try markets , and multilatera l partners . EPAs would 
then provid e the ofte n missin g link between trad e 
policy an d AC P countries ' integratio n int o th e 
world econom y and , perhap s mor e importantly , 
between trade policy and their overall development 
policies. 

Scenario II: EPAs through coercion 

In th e previou s scenario , th e EP A negotiatio n 
process woul d loc k i n a n ACP' s commitmen t t o 
trade liberalisation, domestic flanking measures and 
institutional reform . Ye t fo r thi s t o happen , th e 
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Box 6. South Africa: A precedent in 
institutional development? 

Between 199 5 an d 1999 , the E U negotiated it s first 
comprehensive trad e agreemen t wit h a n Africa n 
country, th e Trade, Developmen t an d Cooperatio n 
Agreement (TDCA ) wit h Sout h Africa . A  recen t 
ECDPM cas e stud y (Bila l an d Laporte , 2004 ) 
describes Sout h Africa' s preparator y proces s for 
these negotiations , highlightin g a  quite impressiv e 
performance o f Sout h Africa n institution s (bot h 
state an d non-state) a t various levels . In the turbu-
lent aftermath o f the Apartheid era , the new Sout h 
African governmen t manage d withi n a  relativel y 
short timefram e t o define a n overall developmen t 
agenda fo r the country, integrat e it s external trad e 
strategy int o this agenda an d identif y its key strate-
gic interest s in the negotiations wit h th e EU. After 
decades o f sanctions, Sout h Afric a wa s a de facto 
newcomer i n the international trad e system. Devoid 
of an y recent trad e negotiatio n experience , the 
administration mad e us e of its human resource s to 
the fullest extent, as key administrators from the old 
regime worke d togethe r wit h th e new ANC intelli -
gentsia to prepare for trade talks with the EU. Other 
crucial elements supporting the administration wer e 
the functionin g public-privat e secto r platform s by 
which government , businesses , unions , farmers and 
civil societ y representative s criticall y followe d the 
negotiations an d distributed informatio n t o thei r 
constituencies. Various actors closely involved in the 
talks acknowledge d tha t th e negotiation proces s 
itself proved to be a valuable asset for South Africa's 
institutions. 

The South African experience offers food for thought. 
If fou r year s o f experience i n TDCA negotiation s 
served t o consolidate Sout h Africa n policymakers ' 

trade an d development strategies , wouldn' t eigh t 
years of EPA negotiations provid e simila r stimul i to 
ACP countries an d regions ? Though the short stor y 
of the TDCA negotiation s ma y give this impression , 
there are several reasons to remain sceptical. 

First, after Sout h Africa wa s initiall y decline d acces s 
to th e Lomé trad e regime , the country consciousl y 
opted t o negotiat e a  'developmen t friendly ' fre e 
trade agreemen t wit h it s most importan t tradin g 
partner. This deliberate approach was symbolised by 
the politica l leadershi p provide d b y president s 
Nelson Mandel a an d Thabo Mbek i throughou t the 
process. Th e Sout h Africa n administratio n was 
already engage d i n a  substantia l trade-refor m 
process before negotiation s commenced , and in the 
government's view, an agreement with the EU would 
complement an d harnes s these reforms . In contrast, 
many ACP countries hav e adopted a  predominantly 
reluctant and defensive position the idea of reciproc-
ity. 

Second, prio r t o the negotiation s Sout h Africa' s 
external trad e polic y alread y forme d a n instrument 
of an overarching development strategy, comprising a 
wide arra y o f (reforming) institution s i n the after-
math of Apartheid. In many ACP countries, however, 
trade an d development hav e ye t to be integrated 
into a mutually supportive framework . 

Third, despit e th e radica l change s tha t too k plac e 
after the first democrati c election s in South Africa , 
the ol d economic an d institutional machiner y was 
not destroye d b y the new government. Thi s mean t 
that despit e it s inexperience o n the international 
stage, th e country wa s alread y endowe d wit h a 
human capita l stoc k an d infrastructur e qualit y 
beyond that of many ACP countries. 

countries concerned woul d have t o 'own ' th e con -
cept o f EPAs , lik e th e wa y tha t Sout h Afric a 
actively sought new trade relations with the EU, or 
the Mercosu r countrie s initiall y wer e highl y com -
mitted to their internal integration process. 

Yet, should AC P countrie s b e engage d i n EP A 
negotiations primaril y fo r politica l reason s o r 

because no suitable alternative i s available, a differ -
ent scenari o i s likely t o develop - Instea d o f proac-
tively engagin g i n trad e polic y analyses , consulta -
tions with non-state actors and the effective utilisa -
tion o f TC B funds , countrie s an d region s woul d 
adopt a wait-and-see approach, even as negotiations 
enter into the substance of trade liberalisation. Even 
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if the regiona l organisation s ma y themselve s gro w 
stronger throug h th e EP A process , thei r effort s t o 
conclude beneficial agreement s with the EU will be 
in vai n i f politician s an d policymaker s a t th e 
national levels do not get on board. In particular, if 
strong politica l leadershi p i n favou r o f reciproca l 
trade agreement s i s lacking , nationa l AC P actor s 
are likely to act only defensively i n response to EU 
proposals. 

In consequence, there would be a serious danger 
that th e AC P actor s involve d i n th e negotiation s 
concentrate o n th e mor e superficia l issues , such as 
additional resources from the EU.56 Meanwhile, per-
tinent measure s t o upgrad e domesti c an d regiona l 
trade institutions, both for the negotiations and for 
the eventua l implementatio n o f th e agreements , 
would be omitted or implemented half-heartedly . 

Of course , i t canno t b e ruled ou t tha t negotia -
tions woul d simpl y brea k dow n i f a  certai n AC P 
region proves insufficientl y prepare d t o commi t t o 
an EPA. In particular, the regional dimension could 
frustrate th e negotiation s i f member s o f a n AC P 
regional groupin g ar e unabl e t o agre e t o enhanc e 
their own integration and their joint positions vis-à-

Box 7. The costs of non-engagement 
and superficial agreements 

The largest economic benefits of integration are fore-
gone whe n (regional ) trad e agreement s ar e overly 
shallow; tha t is , devoid o f provision s beyon d th e 
mere elimination of tariffs. Dynami c effects that are 
crucial t o economi c growth , suc h a s increase s i n 
domestic an d foreig n investment , competition , 
economies o f scal e an d technology transfers , are 
unlikely to accru e i f regulator y issue s suc h a s cus-
toms procedures, rules of origin, standards and certi-
fication requirement s are not adequately addresse d 
in th e negotiation s an d implemente d afterwards . 
Because few tariffs an d quota s are still i n place on 
ACP exports to the EU , it is in these regulatory areas 
that mos t of the economic gains can be reaped. Yet, 
unlike calls for tariff elimination , addressing regula -
tory issues requires extremely detailed knowledg e of 

vis the EU.57 On th e other hand, many ACP coun-
tries are highly dependent on access to the EU mar-
ket. I t i s therefore questionabl e whethe r a  country, 
under politica l pressure from it s regional peers and 
the EU, would be willing to actually walk out of the 
negotiations at crucial moments.58 

In thi s respect , ther e i s a  rea l possibilit y tha t 
even ACP countries that do not see the benefits of 
reciprocity would ultimately sign EPAs with the EU. 
In that case, trade relations with the EU are likely to 
be characterise d b y thre e features . First , th e effec -
tive implementatio n o f the agreement s i s likely t o 
be cumbersom e an d restricte d t o th e mor e super -
ficial measure s such as the elimination o f tariffs o n 
EU exports. Second, TCB funds available are unlikely 
to b e use d t o effectivel y an d sustainabl y improv e 
trade polic y institution s becaus e th e necessar y 
reforms would not be owned by the recipient coun -
try. Third, and as a consequence, the largest benefits 
of trad e liberalisatio n vis-à-vis  th e E U an d it s 
regional partners would not be captured by the ACP 
country concerned , thoug h th e mos t substantia l 
costs will remain (see Box 7). 

product market s and the procedural constraint s cur-
rently i n place. In order to be sufficiently prepared , 
human an d financia l resource s wil l hav e t o b e 
invested i n the appropriate studie s and in consulta-
tions with the private sector. 

Within AC P regions, an equal amoun t o f attention 
will have to be paid to the numerous non-tariff barri-
ers tha t restric t intra-AC P trade . I f instea d onl y 
defensive position s ar e adopted withi n th e regio n 
and vis-à-vis the EU, the result could well be that the 
gradual eliminatio n o f ACP tariffs on EU exports is 
exchanged fo r the statu s quo of (intra-)ACP marke t 
access. In that case , certain cost s of trade liberalisa -
tion (e.g . increased competition from the EU for cer-
tain AC P industries an d erosion o f tariff revenues ) 
will stil l b e incurred, while crucia l benefit s are fore -
gone. 
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EPAs as windows of opportunities and 
risks 

If concluded , EPA s wil l constitut e a n unprece -
dented reciproca l fre e trad e arrangemen t betwee n 
the world' s larges t singl e marke t an d som e o f th e 
poorest economi c regions . Obviously , th e AC P 
group is far too large and diverse to generalise on the 
impact tha t suc h a n arrangemen t woul d hav e o n 
its members. Yet for al l countries an d region s con -
cerned, a  crucial question i s whether th e quality of 
trade polic y institution s an d othe r institution s 
suffices t o optimise the benefits o f free trade , while 
mitigating th e costs . O n th e on e hand , th e ver y 
involvement i n EP A negotiation s coul d alread y 
have a positive effect on national and regional trade 
policymaking processes . E U fundin g t o improv e 
trade capacities in ACP countries could then make 
a further contribution . 

On the other hand, i f EPA negotiations and the 
use of TCB funds ar e driven by EU actors only, few 
positive externalitie s ca n b e expecte d fro m th e 
negotiation process . Indeed, should ACP countrie s 
finally conclude agreements solely because EPAs are 
considered th e leas t ba d o f th e alternatives , o r i n 
response t o mer e powe r politics , th e cost s o f non -
engagement during the negotiations are likely to be 
high. Moreover, most of the potential advantages of 
trade refor m wil l b e foregon e i f agreement s an d 
flanking measure s ar e implemente d half-heartedly , 
though th e negativ e socia l an d economi c effect s 
that accompan y trad e liberalisatio n wil l stil l b e 
incurred. 

In thi s respect , b y introducin g th e concep t o f 
EPAs, the Cotonou Partnershi p Agreement offers a 
window of both opportunities an d risks. The latter , 
however, are to be fully borne by the ACP countries. 

Endnotes 
1. Fo r a n overvie w o f th e ke y trad e provision s i n th e Cotono u 

Partnership Agreement, see Bilal (2002) . 
2. I n th e WT O framework , th e pressur e o n th e E U t o abolis h o r 

substantially alte r the commodity protocol s i s likely t o increase . 
Should AC P countrie s benefiting fro m th e protocol s decide no t 
to open their markets to the EU and choose the non-contractua l 
and non-reciproca l GS P o r EB A scheme s instead , thi s woul d 
substantially diminish their bargaining power to retain commod -
ity protocol benefits . 

3. O f course , countries ca n alway s withdraw fro m th e negotiation s 
and op t fo r a n alternativ e a t late r stages . In thi s respect , i t i s no 
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surprise that even those ACP countries most reluctant to negoti-
ate reciprocit y hav e remaine d o n boar d s o far . Th e Cotono u 
Agreement explicitl y provide s a n alternativ e optio n fo r coun -
tries 'tha t decid e the y ar e no t i n a  position ' t o negotiat e EPA s 
(Article 37.6) . This alternativ e i s to be examine d b y the Com -
mission in 2004. 

4. Se e www.acp-eu-trade.or g an d th e serie s o f Trade Negotiation s 
Insights (www.acp-eu-trade.org/tni.html ) fo r th e mos t recen t 
updates and summaries on the ongoing negotiation process . 

5. Wit h SAD C an d the Pacifi c region , negotiations are planned t o 
be launched i n spring 2004 and in September 2004 , respectively. 

6. Accordin g t o th e Cotono u Agreement , i n additio n t o marke t 
access in manufactured goods , agricultural products and services , 
EPAs will cover many trade-related areas , including competitio n 
policy (Art . 45) , intellectual property rights (Art . 46), standard -
isation an d certificatio n (Art . 47) , sanitar y an d phytosanitar y 
measures (SPS , Art . 48) , trad e an d environmenta l considera -
tions (Art . 49) , trade an d labou r standard s (Art . 50) , consume r 
protection (Art . 51) , foo d securit y (Art . 54 ) an d investmen t 
(Art.75). In terms of coverage, the recent agreements with Chil e 
and Mexico best reflect th e broad scope that EPAs are to have. 

7. (i ) I f the majorit y o f import s already came from th e E U prio r t o 
an EPA , thes e import s simpl y becom e cheape r fo r AC P con -
sumers and producers and trade diversion is likely to be small, (ii ) 
Parallel liberalisatio n reduce s th e chanc e tha t low-cos t import s 
from elsewher e wil l b e replace d b y mor e expensiv e good s fro m 
the EU . (iii ) I f domesti c market s ar e no t responsiv e t o pric e 
changes, fo r exampl e becaus e o f a  lac k o f competitio n amon g 
suppliers, th e benefit s o f tarif f eliminatio n ar e likel y t o b e 
captured entirely by EU. 

8. Fo r a summary of the impact studies commissioned by the EC, see 
McQueen (1999) . Gasiorek and Winters (2004) provide a recent 
assessment on th e Caribbean . 

9. I t i s sometime s argue d tha t a n ope n trad e polic y i s th e bes t 
implicit competition policy a country can adopt. Yet the creatio n 
of competition law s and a  competition authorit y ca n b e al l th e 
more importan t onc e trad e and investment s ar e actually liberal -
ised. In particular, where trade patterns ar e mainly characterise d 
by inter-industry trade (such as ACP-EU trade) , liberalised trad e 
can offe r possibilitie s fo r larg e E U industrie s withou t counter -
parts i n ACP countrie s t o monopolis e th e latter' s markets , and , 
consequently, abuse this position. 

10. Fo r a discussion, see Tybout (2000) . 
11. No t withstandin g th e fac t tha t formall y variou s AC P region s 

have already decided to move towards FTAs and customs unions, 
achievements so far have been limited . See e.g. Szepesi and Bila l 
(2003) on SADC . 

12. Se e e.g. Yeats (1998) . 
13. I n theories of economic geography, these strategic consideration s 

are so-calle d 'centripeta l forces' : condition s tha t ensur e eco -
nomic activit y ar e locate d i n on e centra l place . Renowne d 
examples inspire d fro m Porter' s managemen t literatur e (e.g . 
Porter, 1990,1998 ) ar e knowledge spillovers, which make it attrac-
tive fo r firm s t o locat e nea r eac h other ; labour  market pooling 
effects, which encourag e firm s t o locat e near th e (mos t sophisti -
cated) labou r pool ; and buyer-seller  linkages,  which induc e firm s 
to locat e nea r th e majorit y o f thei r customer s an d suppliers . I n 
addition, the quality of economic infrastructure an d proximity t o 
distribution hubs (such as seaports, main roads and airports) pla y 
a key role i n th e establishmen t strategie s o f businesses . See e.g . 
Krugman (1990) , Pug a an d Venable s (1998 ) an d Venable s 
(1999). Though other forces (so-called 'centrifugal forces ) migh t 
counter these effects, both experience and theory suggest that fo r 
developing countrie s suc h a s thos e i n th e AC P group , EPA s 
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might tip the balance towards a higher rather than a lower degree 
of economic agglomeration (se e Box 1) . 

14. Excep t for argument s relating to infrastructure, th e geography of 
ACP region s coul d furthe r stimulat e agglomeratio n effects : 
within integrate d AC P regions , economic activit y migh t diver t 
away from land-locke d an d small island economies towards thei r 
more strategically located counterparts . 

15. Se e for instance Schiff, Wang and Olarreaga (2002) . 
16. Se e Hallward-Driemeier (2003). , Te Velde (2001 ) an d Te Velde 

and Fahnbulleh (2003) . 
17. I n th e initia l phase s o f EPAs the effec t o n tarif f revenue s i s less 

clear. For some products, revenues might temporaril y increas e as 
lower tariffs ma y set off increased demand fo r imports . 

18. Additiona l advantage s o f EPA-induce d fisca l refor m coul d b e 
that ta x revenue s becom e mor e stabl e an d th e trade-distortiv e 
effect o f import taxe s would be eliminated. I n the ligh t of multi-
lateral trade liberalisation o r other regiona l arrangements , EPA s 
could wel l for m a  usefu l incentiv e t o star t reform s a s soo n a s 
possible. 

19. A  cas e stud y tha t estimate s larg e additiona l welfar e effect s o f 
deep integration in a North-South (EU-Egypt ) context i s Hoek-
man an d Kona n (1998) . As for rule s of origin, som e recent cas e 
studies o f welfare-restrictin g effect s ar e Bre n ton (2003 ) an d 
Mattoo et al . (2002) fo r North-South trad e and Flatter s (2002 ) 
for South-South trade . 

20. Wit h rule s of origin, thi s i s slightly easie r a s quite a  strong con -
sensus now exists that when measured against their key objectiv e 
- tha t is , preventing trad e deflection -  th e rule s ar e excessivel y 
restrictive an d overl y complicate d i n man y cases . I n it s Gree n 
Paper o n rule s o f origin , th e Europea n Commissio n explicitl y 
acknowledged tha t a t th e reques t o f it s trader s o r it s membe r 
states, ongoin g 'maintenance ' ha s bee n applie d t o th e rule s o f 
origin, tailoring the m t o the needs of trade and industr y an d th e 
common EU policies (EC, 2003b) . 

21. Winter s (1999 , 2002) offers a  thorough analysi s of the impac t o f 
trade refor m o n poverty . McKay , Winter s an d Kedi r (2000 ) 
review case-study evidence . 

22. Winter s (2002) . 
23. Se e North (1991) . 
24. Fo r a  historica l overvie w o f th e initiation , maturatio n an d ful l 

establishment o f economic institution s i n now-developed coun -
tries, see Chang (2002) . 

25. Ye t with respect t o economic prosperity an d poverty alleviation , 
notions suc h a s 'institutiona l quality' , 'institutiona l develop -
ment' o r simply 'institutions ' have onl y recently bee n give n th e 
attention the y deserve . Withi n th e fre e marke t rhetori c o f th e 
Washington Consensus , for example , th e pivota l rol e of institu -
tions wa s more o r les s ignored . I n th e las t few years , th e Worl d 
Bank has admitted the omission and radically changed it s course. 
See e.g . Burk i an d Perr y (1998 ) an d th e World  Development 
Report 2002. 

26. Se e e.g . Djanko v e t al . (2002) . North (1991 ) offere d a n impor -
tant earl y contributio n t o th e debat e o n institution s an d econ -
omic performance . 

27. A  country case study at the centre of this debate could be the one 
on Mauritius by Subramanian an d Roy (2001) a s it applies differ -
ent theorie s explainin g economi c growt h t o th e Mauritia n 
growth miracle . 

28. Rodrik , Subramania n an d Trebb i (2002 ) us e a  mode l simila r t o 
the on e b y Frankel an d Rome r (1999 ) -  on e whic h attribute s a 
key rol e t o trad e integratio n a s a  determinan t o f economi c 
growth. Rodrik et al . (2002) use several proxies for 'institutiona l 
quality' an d ad d thes e t o th e model . They fin d tha t institution s 
trump al l othe r variables , renderin g 'trad e openness ' an d 'geo -

graphy' insignificant i n explaining growth . 
29. I n a  recen t contributio n i n respons e t o Rodri k e t al . (2002) , 

Dollar an d Kraa y (2003 ) clai m tha t o n statistica l grounds , 
Rodrik e t al.' s cross-countr y variatio n i s no t ver y informativ e 
about th e partia l effect s o f institution s an d trad e o n long-ru n 
growth. 

30. I n contras t t o 'rul e of thumb' economic s o n trad e liberalisation , 
institutions and thei r accompanying policy processes are by defi-
nition context-specific . What works for some countries may well 
fail for others . See Rodrik (2003 ) fo r th e wider debate on strate -
gies for economic growth . 

31 · Recen t case studies in which the trade policymaking process is at 
the centr e o f attentio n includ e Bouza s (2004) , Dunlop , Szepes i 
and Va n Hov e (2004) , Bila l an d Laport e (2004) , Jordan a an d 
Ramio (2002) , IADB (2002), Bonaglia and Fukasaku (2002) an d 
Solignac Lecomt e (2000a/ b an d 2001a) . Th e OEC D ha s com -
piled theoretical and practical insight s in OECD (2001) . 

32. Se e also Solignac Lecomte (2001a ) and Szepesi (2003) . 
33. A  goo d exampl e o f institutiona l malfunctionin g i s provided b y 

the case of Argentina (e.g . IADB, 2002). 
34. A  frequentl y mentione d exampl e i s th e Mauritiu s Join t Econ -

omic Counci l (e.g . Bonagli a an d Fukasaku , 2002) . O n public -
private sector dialogue, see e.g. Land (2002) . 

35. I n Marc h 2002 , a  TCB-pledgin g conferenc e a t th e WT O 
resulted i n US$17. 5 million , twic e a s muc h a s was targete d b y 
the WTO Secretariat . From 199 9 to 2003, the US has more tha n 
doubled it s annua l TC B fundin g fro m $36 9 millio n t o $75 2 
million (USA1D , 2003) . The U K ha s also committed t o doubl e 
its funding betwee n 200 1 and 200 4 (DFID, 2001) . 

36. OECD/WT O TRTA & CB Database (2003) . 
37. Se e Solignac Lecomte (2003) for a  discussion. 
38. Fo r instance, Article 44.2 states , 'The Communit y shal l suppor t 

the ACP States' efforts, i n accordance with the provisions set out 
in thi s Agreemen t an d th e developmen t strategie s agree d 
between th e Partie s t o strengthe n thei r capacit y t o handl e al l 
areas related to trade, including, where necessary, improving an d 
supporting the institutiona l framework. ' 

39. Th e 9t h ED F reserves €1.3 billion fo r regiona l co-operation an d 
integration, whic h equal s 9.6% o f the budge t total . While thes e 
funds support , th e regiona l integratio n agenda , the y ar e no t 
specifically earmarke d fo r EPA s an d ca n thu s b e use d indepen -
dent of a region's decision to negotiate an EPA. 

40. E C (2003b : p. 7). 
41. Se e e.g. SIDA (1995) . 
42. I n fact , on e o f th e fe w studie s whic h systematicall y compare s 

externally steered programmes (b y the World Bank) considerin g 
different variable s -  GNP , economi c growth , inflation , govern -
ment expenditure , relativ e importanc e o f developmen t assis -
tance, population an d urbanisatio n -  conclude s tha t th e qualit y 
of programm e desig n an d th e implementatio n proces s signifi -
cantly trum p th e macroeconomi c variable s i n explainin g th e 
impact o n institutiona l developmen t i n th e recipien t countrie s 
(see Paul, 1990) . 

43. See , amon g others , Lope s an d Theisoh n (2003) , Fukuda-Parr , 
Lopes an d Mali k (2002) , World Ban k (2002 ) an d Lan d (2000) . 
SIDA (1995 ) give s an annotated bibliograph y o f 75 case studie s 
on institutio n building in developing countries . 

44. Jordan a and Ramio (2002) . 
45. Va n der Walle and Johnston (1996) . 
46. Se e the case studies as referred t o in note 35. 
47. Biase d trade-related ai d is usually seen in the bilateral context i n 

which one party gives support to another party while simultane -
ously bargaining with that party at the negotiating table - se e for 
instance Solignac Lecomte (2003) . In a broader context, one can 
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argue that an y trade-related suppor t programme tha t i s attached 
to a  predetermined polic y agend a concern s biase d ai d - a poin t 
advocated b y Powel l (2002 ) i n relatio n t o multilatera l pro -
grammes on trade capacity building . 

48. Fukuda-Parr , Lopes and Malik (2002) . 
49. Fo r a n insightfu l cas e study , se e Godfre y e t al . (2002 ) o n 

Cambodia. 
50. Se e e.g. Solignac Lecomte (2001b) . 
51. Se e e.g . th e cas e study on trad e policymaking i n th e Caribbea n 

by Dunlop, Szepesi and Van Hove (2004) . 
52. Ironically , Wes t Afric a (ECOWAS ) wa s th e firs t regio n -

together wit h Centra l Afric a (CEMAC ) -  t o formall y launc h 
EPA negotiations with the EU in October 2003 . 

53. Thi s i s only t o say tha t fro m a  development perspective , refor m 
priorities concernin g AC P trad e policie s hav e no t change d 
because o f EPAs . Whethe r th e overal l merit s o f bi-regiona l 
agreements such as EPAs outweigh those of reforms derived fro m 
multilateral commitments i s another question . 

54. Se e Dunlop, Szepesi and Van Hove (2004) . 
55. Ye t the exten t t o which trad e policymakin g ha s changed differ s 

much betwee n th e Lati n America n countries . Fo r countr y cas e 
studies, see IADB (2002) . 

56. Thi s is not to say that the issue of additional resources itself is not 
a legitimat e on e fo r th e AC P t o pu t o n th e agenda . Ye t a t th e 
negotiation table , th e ke y questio n o f whethe r EPA s wil l ulti -
mateiy b e beneficia l trad e agreement s fo r th e AC P i s no t 
resolved b y an y compensator y fund s a s such , bu t b y als o dis -
cussing the substance of the agreement . 

57. I n thi s respect , th e recen t experience s o f Mercosu r offe r usefu l 
insights. As long as the interna l agend a concerned rathe r super -
ficial measures , such a s tarif f elimination , ther e wa s a  relativel y 
high politica l commitmen t t o th e integratio n process . Yet afte r 
the mid-nineties , whe n th e agend a deepene d an d negotiation s 
with various external parties commenced, politica l commitmen t 
waned an d regiona l institution s prove d insufficientl y stron g t o 
drive th e proces s forward . Se e Bouza s an d Solt z (2001 ) an d 
Bouzas (2004) . 

58. Thi s seem s especially relevan t fo r LDC s tha t i n principl e coul d 
opt for free-market acces s under the EBA initiativ e bu t by doing 
so woul d a t leas t partiall y fractur e thei r ow n integratio n wit h 
non-LDCs i n the region . 

References 

Bacchetta, Mar c an d Mario n Jansse n (2003 ) 
'Adjusting t o Trade Liberalization', WT O Studies 
Special 7, April , WTO , Geneva . www.wto.org / 
english/res_e/booksp_e/ special_study7_e.pd f 

Bilal, Sanouss i (2002 ) Th e Futur e o f ACP-E U 
Trade Relations: An Overvie w o f the Forthcom -
ing Negotiations', ECDPM-OD1 Discussion Paper 
1, February , ECDPM,  Maastricht , www.acp-eu -
trade.org/biblio_acpeutraderelations.php 

Bilal, Sanouss i an d Geer t Laport e (2004 ) 'Ho w 
David Prepared to Talk to Goliath: South Africa' s 
experience o f negotiatin g trad e wit h th e EU' , 
ECDPM Discussion  Paper  53, March , ECDPM, 

306 NAVIGATIN G NE W WATERS 

Maastricht, www.acp-eu-trade.org/biblio__capaci -
tybuildingfortrade.php 

Bonaglia, Federic o an d Kiichiro  Fukasak u (2002 ) 
Trading Competitively: A Study of Trade Capac-
ity Buildin g i n Sub-Sahara n Africa' , OEC D 
Development Centre, June, OECD, Paris. 

Bouzas, Roberto (2004 ) 'Mercosur' s Experience s of 
Building Capacitie s fo r Trad e Negotiations wit h 
the EU : A  Memorandum' , ECDP M Discussion 
Paper 50,  March , ECDPM , Maastricht . www . 
ecdpm.org 

Bouzas, Roberto an d Herná n Solt z (2001 ) 'Institu -
tions an d Regiona l Integration : Th e Cas e o f 
MERCOSUR', in V. Bulmer-Thomas (ed.) Regional 
Integration in Latin  America  and  the  Caribbean, 
University o f London, Institut e o f Latin Ameri -
can Studies, London. 

Brenton, Pau l (2003 ) 'Integratin g th e Least Devel-
oped Countrie s int o th e Worl d Tradin g System : 
The Current Impact EU Preferences under Every-
thing but Arms', February, World Bank, Washing-
ton, DC. 

Brenton, Pau l an d Miria m Manchi n (2002 ) 'Mak -
ing E U Trad e Agreement s Work : Th e Rol e o f 
Rules o f Origin' , CEPS  Working  Document No 
183, March, CEPS, Brussels. 

Burki, Shahid Javed and Guillermo E. Perry (1998) 
'Beyond th e Washington Consensus . Institution s 
Matter', World  Bank Report 18428, World Bank , 
Washington, DC. 

Chang, Ha-Joon (2002) 'Kicking Away The Ladder: 
Development Strateg y i n Historical Perspective' , 
Anthem Press, London. 

De Soto , Hernando (1989 ) Th e Othe r Path : Th e 
Invisible Revolution in the Third World', Harper-
Row, New York. 

De Soto, Hernando (2000) The Mystery of Capital: 
Why Capitalism Triumphs i n the Wes t and Fails 
Everywhere Else', Basic Books, New York. 

Department for International Development (DFID) 
(2001) 'Buildin g Capacity fo r Trade ' DfID Back-
ground Briefing,  September , DFID , London . 
http://62.189.42.51/DFIDstage/AboutDFID/files/ 
itd/itd_capacity_building_brief.pdf 

Djankov, S., R. La Porta, F. Lopez-de-Silanes and A. 
Shleifer (2002 ) 'Appropriat e Institutions' . Pape r 
presented a t th e Worl d Ban k conferenc e o n 



Appropriate Institutions  for  Growth,  Washington , 
September 13 , 2002. 

Dollar, David an d Aar t Kraay (2003 ) 'Institutions , 
Trade, an d Growth : Revisitin g th e Evidence' , 
World Bank Policy Research  Working  Paper 3004, 
March, World Bank, Washington, DC. 

Dollar, David, and Aart Kraay (2002) 'Institutions , 
Trade, an d Growth / Pape r Prepare d fo r th e 
Carnegie Rochester Conference o n Public Policy, 
November 22-23, Princeton, New Jersey. 

Dunlop, Adam , Stefa n Szepes i an d Kathlee n va n 
Hove (2004 ) 'Organisin g Trad e Negotiatin g 
Capacity a t Regiona l Level : A  Cas e Stud y o n 
Jamaica, Barbado s an d th e Caribbean' , ECDP M 
Discussion Paper 54, March, ECDPM, Maastricht . 
www.acp-eu-trade.org/biblio_capacitybuilding-
fortrade.php 

European Commission (EC ) (2003a ) 'Commissio n 
approves €50 million trade assistance Programme 
- Trade.com' . Press release, August, www.europa-
world.org/week138/euacps1803.htm 

European Commission (EC ) (2003b ) 'Gree n Pape r 
on th e Futur e o f Rules o f Origin i n Preferentia l 
Trade Arrangements' , December . http://europa . 
eu.int/comm/taxation_customs/customs/origin/ 
rules_origin/rules_of_origin_en.htm 

Flatters, Fran k (2003 ) 'SAD C Rule s o f Origin : 
Undermining Regiona l fre e Trade' . Worksho p 
The Origin of  Goods: A Conceptual  and Empirical 
Assessment of Rules of  Origin in  PTAs, Paris, May 
23-24. 

Frankel, Jeffre y an d Davi d Rome r (1999 ) 'Doe s 
Trade Cause Growth', American Economic Review, 
Vol. 3, No. 89, pp. 379-99. 

Fukuda-Parr, Sakiko , Carlo s Lope s an d Khali d 
Malik (eds ) (2002 ) 'Capacit y fo r Development : 
New Solution s t o Ol d Problems' , UNDP , Ne w 
York, http://capacity.undp.org/books/bookl.ht m 

Godfrey, Martin , Cha n Sophal , Toshiyas u Kato , 
Long Vo u Piseth , Po n Dorina , Te p Saravy , Ti a 
Savora an d S o Sovannarit h (2002 ) 'Technica l 
Assistance and Capacity Development in an Aid-
dependent Economy: The Experience of Cambo-
dia', World  Development,  Vol. 30 , No . 3 , pp . 
355-73. 

Grossman, Gen e an d Elhana n Helpma n (1991 ) 
'Innovation and Growth in the Global Economy', 

NAVIGATING 

MIT Press, Cambridge, Mass. 
Hallward-Driemeier, Mar y (2003 ) 'D o Bilatera l 

Investment Treatie s Attrac t FDI ? Onl y a 
bit...and the y could bite' , DECRG, June, World 
Bank, Washington , DC . http://econ.worl d 
bank.org/files/29143_wps3121 .pdf 

Hoekman, Bernar d an d Denis e Eby Konan (1998 ) 
'Deep Integration , Nondiscrimination an d Euro-
Mediterranean Fre e Trade' . Pape r presente d a t 
the conference Regionalism  in Europe: Geometries 
and Strategies After 2000, 6-7 November, Bonn. 

Inter-American Developmen t Ban k (IADB ) 
(2002) 'Th e Trad e Policy-Makin g Proces s Leve l 
One o f the Two Level Game: Country Studie s in 
the Wester n Hemisphere' , INTAL-ITD-ST A 
Occasional Paper 13, March, IADB, Buenos Aires. 

Jordana and Ramio (2002) 'Diseños Institucionale s 
y Gestió n d e l a Polític a Comercia l Exterio r e n 
América Latina' , ÍNTAL-ÍTD-ST A Occasional 
Paper 15,  June, IADB, Buenos Aires. 

Krugman, Paul (1990) 'Increasing Returns and Eco-
nomic Geography' , NBE R Working  Papers 3275, 
National Burea u o f Economi c Research , Cam -
bridge, Mass. 

Land, Anthony (2000 ) 'Implementing Institutiona l 
and Capacity Development: Conceptual and Oper-
ational Issues' , ECDP M Discussion  Paper 14, 
ECDPM, Maastricht. 

Land, Anthon y (2002) , 'Structured Public-Privat e 
Sector Dialogue: The Experience from Botswana' , 
ECDPM Discussion  Paper 37,  May , ECDPM , 
Maastricht. 

Lopes, Carlos an d Thomas Theisohn (eds ) (2003 ) 
'Ownership, Leadership and Transformation: Can 
We D o Bette r fo r Capacit y Development?' , 
UNDP, Ne w York . www.undp.org/dpa/publica -
tions/capacity.html 

Mattoo, Aaditya , Deves h Ro y an d Arvin d Subra -
manian (2002) 'The African Growth and Oppor-
tunity Ac t an d It s Rule s o f Origin : Generosit y 
Undermined?', IM F Working  Paper, September, 
IMF, Washington, DC. 

McKay, Winter s an d Kedi r (2000 ) Ά  Revie w o f 
Empirical Evidenc e o n Trade , Trad e Polic y an d 
Poverty'. Repor t fo r DfI D prepare d a s a  back -
ground documen t fo r th e secon d Developmen t 
White Paper, DFID, London. 

EW WATERS 30 7 



McQueen, Matthe w (1998 ) 'Lom é Versu s Fre e 
Trade Agreements : Th e Dilemm a Facin g th e 
ACP Countries' , World  Economy Special  Issues, 
Blackwell, Oxford. 

McQueen, Matthew (1999) 'The Impact Studies on 
the Effect s o f REPAs between th e AC P an d th e 
EU', ECDPM Discussion Paper 3, March, ECDPM, 
Maastricht. 

North, Douglas s C. (1991 ) 'Institutions' , Journal of 
Economic Perspectives, Vol. 5, No. 1, pp. 97-112. 

OECD (2001 ) 'DA C Guidelines on Strengthenin g 
Trade Capacity for Development', OECD, Paris. 

Otsuki Tsunehiro , Joh n S . Wilson , an d Mirva t 
Sewadeh (2000) 'Saving Two in a Billion: A Case 
Study t o Quantif y th e Trad e Effec t o f Europea n 
Food Safety Standards on African Exports' , World 
Bank, Washington, DC. http://siteresources.world 
bank.org/INTRANETTRADE/Resources/ 
Topics/aflatoxins.pdf 

Paul, Samuel (1990) 'Institutiona l Development i n 
World Ban k Projects : A Cross-Sectoral  Review' , 
World Bank  Working  Paper  Series  392 , April , 
World Bank, Washington, DC. 

Porter, M.E. (1990) 'The competitive advantage of 
nations', Free Press, New York. 

Porter, M.E. (1998) 'Clusters and the new econom-
ics of competition', Harvard Business Review,  Vol. 
6, No . 76, pp. 77-90. 

Powell, Jef f (2002) , 'Cornerin g th e Market : th e 
World Bank & Trade Capacity Building', The Bret-
ton Wood s Project , London , www.brettonwood s 
project.org/topic/knowledgebank/k30cornering/ 
corneringthemarket.pdf 

Puga, Diego and Anthony Venables (1998) 'Trading 
Arrangements an d Industria l Development' , The 
World Bank Economic Review,  Vol . 12 , No. 2 , pp. 
221-49. 

Rivera, Lui s an d Pau l Rome r (1990 ) 'Economi c 
Integration an d Endogenou s Growth' , NBER 
Working Paper 3528, December, National Burea u 
of Economic Research, Cambridge, Mass. 

Rodrik, Dani (1988) 'Imperfect Competition , Scale 
Economies, an d Trad e Polic y i n developin g 
Countries', i n R.E . Baldwi n (ed.) , Trade  Policy 
Issues and  Empirical  Analysis,  Universit y o f 
Chicago an d Nationa l Burea u o f Economi c 
Research, Chicago. 

Rodrik, Dani , Arvind Subramania n an d Francesc o 
Trebbi (2002 ) 'Institution s Rule : The Primac y of 
Institutions ove r Geograph y an d Integratio n i n 
Economic Development' , NBER  Working  Paper, 
No.9305, November , Nationa l Burea u o f Econ -
omic Research, Cambridge, Mass. 

Rodrik, Dani (2003) 'Growth Strategies' . Working 
draft fo r publicatio n i n Handbook  of  Economic 
Growth, Harvar d University,  Septembe r 2003 . 
http://econ.ucsd.edu/seminars/draft_30.pdf 

Roza, Vincen t an d Stefa n Szepes i (2003 ) ΈΡ Α 
Impact Studies : Perspective s fo r th e Pacific' , 
ECDPM InBrief,  No. 2A , September , ECDPM , 
Maastricht. www.acp-eu-trade.org/biblio_pacific . 
php 

Schiff, Maurice and Yanling Wang (2003) 'Regional 
Integration an d Technology Diffusion : Th e Cas e 
of The North America n Fre e Trade Agreement' , 
World Bank Policy  Research  Working  Paper 3132, 
September, World Bank, Washington, DC. 

Schiff, Maurice , Yanlin g Wang an d Marcel o Olar -
reaga (2002 ) 'Trade-Relate d Technolog y Diffu -
sion an d th e Dynamic s o f North-Sout h an d 
South-South Integration' , World  Bank  Policy 
Research Working Paper 2861,  June, World Bank , 
Washington, DC. 

Solignac Lecomte, Henri-Bernard (2000a) 'Towards 
Good Practices for Donors on Capacity Develop-
ment fo r Trade : Senega l Cas e Study' , OECD -
DAC Workshop, Paris, 29-30 May. 

Solignac Lecomte, Henri-Bernard (2000b ) 'Towards 
Good Practices for Donors on Capacity Develop-
ment for Trade: Ghana Case Study', OECD DAC 
Workshop, Paris, 29-30 May. 

Solignac Lecomte , Henri-Bernar d (2001a ) 'Build -
ing Capacity to Trade: A Road Map for Develop-
ment Partner s -  Insight s fro m Afric a an d th e 
Caribbean', ECDP M Discussion  Paper,  July , 
ECDPM, Maastricht. 

Solignac Lecomte , Henri-Bernar d (2001b ) 'Effec -
tiveness o f Developing Countr y Participatio n i n 
ACP-EU Negotiations', OD1 Working Paper, Oct-
ober, Overseas Development Institute, London. 

Solignac Lecomte, Henri-Bernard (2003 ) 'Buildin g 
Capacity T o Trade : Wha t Ar e Th e Priorities?' , 
OECD Development Centre , Working Paper 223, 
OECD, Paris. 

308 NAVIGATING NE W WATERS 



Subramanian, Arvin d an d Deves h Ro y (2001 ) 
'Who Ca n Explai n th e Mauritia n Miracle : 
Meade, Romer , Sachs , o r Rodrik?' , IMF Working 
Paper No, 116,  IMF, Washington, DC. 

Swedish Internationa l Developmen t Agenc y 
(SIDA) (1995 ) 'Institutio n Buildin g a s a Devel -
opment Assistance Method: A Review of Litera-
ture an d Ideas' , SID A Evaluation  Report, No. 1 , 
SIDA, Stockholm. 

Szepesi, Stefa n an d Sanouss i Bila l (2003 ) ΈΡ Α 
Impact Studies : SAD C an d th e regiona l co -
herence', ECDP M InBrief,  No.2B, September , 
ECDPM, Maastricht . www.acp-eu-trade.org/biblio 
_southernafrica.php 

Szepesi, Stefan (2003) 'Preparing for the Inevitable? 
The African , Caribbea n an d Pacifi c Countrie s 
and Trad e Negotiation s wit h th e Europea n 
Union', Master' s Thesis , Maastrich t University . 
www.acp-eu-trade.org/biblio_acpeutraderelations. 
php 

Te Velde, Dirk Willem (2001) 'Policies towards For-
eign Direct Investment i n Developing Countries: 
Emerging Best-Practices and Outstanding Issues' . 
Paper presented at FDI conference a t ODI, March 
2001. www.odi.org.uk/iedg/FDI_Conference/FDI -
home.html 

Te Velde , Dir k Wille m an d Miatt a Fahnbulle h 
(2003) 'Investmen t Relate d Provision s i n 
Regional Trad e Agreements' . Pape r prepare d fo r 
the projec t o n Regiona l Integratio n an d Povert y 
under the EC-PREP programme, ODI and DFID, 
London, October. 

Tybout, Jame s (2000 ) 'Manufacturin g Firm s i n 
Developing Countries : Ho w Wel l D o They Do , 
and Why?' , Journal  of Economic  Literature, Vol . 
38(1), pp. 11-44. 

USAID (2003) 'US Contributions to Trade Capac-
ity Building' , September , USAID , Washington , 
DC. www.usaid.gov/our_work/economic_growt h 
_and_trade/eg/trade/report/tcbreport- 2003.pdf 

Van der Walle, N. and Τ Johnsto n (1996 ) 'Improv-
ing Aid to Africa', Policy  Essay 21, Overseas Dev-
elopment Council, Washington, DC. 

Venables, Anthon y (1999 ) 'Regiona l Integratio n 
Agreements: A Force For Convergence o r Diver-

gence?', World Bank Policy Research Working Paper 
2260, December, World Bank, Washington, DC. 

Viner, Jaco b (1950 ) 'Th e Custom s Unio n Issue' , 
Carnegie Endowmen t fo r Internationa l Peace , 
Washington DC. 

Wilson, Joh n S . an d Tsunehir o Otsuk i (2001 ) 
'Global Trad e an d Foo d Saftey : Winner s an d 
Losers i n a  Fragmente d System' , World  Bank 
Working Paper 2689, Worl d Bank , Washington , 
DC. http://econ.worldbank.org/files/2469_wp s 
2689.pdf 

Winters, Ala n (1999 ) 'Trade , Trad e Polic y an d 
Poverty: A Framewor k fo r Collectin g an d Inter -
preting the Evidence'. Paper prepared for the UK 
Department fo r Internationa l Development , 
Global Developmen t Networ k (GDN) , July . 
www.eldis.org/static/DOC7448.htm 

Winters, Ala n (2002 ) 'Trad e Liberalisatio n an d 
Poverty: Wha t ar e th e Links?' , World  Economy, 
No. 25, pp. 1339-67. 

World Bank (2000) 'Trade Blocs', World Bank Policy 
Research Report, Oxford Universit y Press , Ne w 
York. 

World Ban k (2002 ) 'Buildin g Institution s fo r 
Markets', World Development Report 2002,  World 
Bank, Washington, DC. 

Yeats, Alexander J. (1998) 'What Can Be Expected 
From Africa n Regiona l Trad e Arrangements ? 
Some Empirica l Evidence' , World  Bank Working 
Paper Series 2004, World Bank, Washington, DC. 

Web resources : 
National Indicative Programs (NIPs) and Regional 

Indicative Program s (RIPs ) (2002-07) , http:/ / 
europa.eu.int/comm/development/body/csp_rsp/ 
rsp_en.cfm (ACP ) and http://europa.eu.int/comm/ 
external_relations/sp/index.htm (non-ACP) . 

World Bank (2003), 'Trends in Average Tariff Rates 
for Developin g an d Industria l Countries' . http:/ / 
siteresources.worldbank.org/INTRANET-
TRADE/Resources/tar2000.xls 

WTO/OECD TRTA & CB Database (2003), 'Doha 
Development Agend a Trad e Relate d Technica l 
Assistance & Capacity Building Database'. http:// 
tcbdb.wto.org/index.asp ?lang=ENG 

NAVIGATING NE W WATERS 309 


	IX: ACP Capacity Development and EPAs
	37. Coercion or Engagement? Economics and Institutions in ACP-EU Trade Negotiations




