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Table 2: Overview of African EPA signatory States
Members States having | Countries Propor- Number
concluded as | falling into tion of of liber-
of October EBA/stand- | signatory | alisation
2008 ard GSP countries | schedules
ESA Comoros Mauritius | Comoros Djibouti 55% 6
EPA Djibouti Seychelles | Madagascar Eritrea
Eritrea Sudan Mauritius Ethiopia
Ethiopia Zambia Seychelles Malawi
Madagascar  Zimbabwe | Zambia Sudan
Malawi Zimbabwe
EAC Burundi Burundi - 100% 1
EPA Kenya Kenya
Rwanda Rwanda
Tanzania Tanzania
Uganda Uganda
SADC Angola Botswana Angola 71% 2
EPA Botswana Lesotho
Lesotho Mozambique
Mozambique Namibia
Namibia Swaziland
South Africa
Swaziland
CEMAC | Cameroon Cameroon Chad 12.5% 1
EPA Chad Cent. African
Central African Republic Rep.
Congo Congo
DR Congo DR Congo
Eq, Guinea Eq. Guinea
Gabon Gabon
Sao Tomé e Principe Sao Tomé e
Principe
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ECOW-
AS EPA

Benin
Burkina
Faso

Cape Verde
Cote
d’Ivoire
Gambia
Ghana
Guinea
Bissau

Liberia
Mali
Maurita-
nia
Niger
Nigeria
Senegal
Sierra
Leone
Togo

Coéte d’Ivoire
Ghana

Benin
Burkina Faso
Cape Verde®
Gambia
Guinea
Bissau
Liberia

Mali
Mauritania
Niger
Nigeria
Senegal
Sierra Leone
Togo

13%

(b)

neither has played any part in the negotiation of EPAs, they are omitted here.

Notes: (a) Countries in italics are classified as LDCs.

In the table compiled by the Commis-
sion (http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/08/15& form
at=HTML &aged=0&language=EN&guiLanguage=en), Somalia and Timor Leste are
listed as LDC non-signatories (in the ESA and PACP groupings respectively). Since

Cape Verde has been classified as non-LDC since January 2008 but will be able to

export to the EU under the EBA initiative for a transitional period of three years.

Source: Bilal / Stevens (2009, 29—-30)

In the late weeks of 2007, the pressure was indeed high on both ACP and
EC negotiators to finalise agreements that would pass the WTO-compati-
bility test — as understood by the EC — hence affecting the overall quality
of the texts for development (see Box 11). In Africa, this left little time for
scrutiny or for the parties to exchange information on the content that was
being agreed upon, for instance to ensure that regional integration was not
jeopardised.
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Box 11:  Contentious issues in the EPA negotiations for development

Negotiators are still struggling with the consequences of the rush to conclude
interim EPAs with the EU. While some issues have since been resolved, a number
of clauses, regulating mostly trade in goods, have been identified as contentious
by African negotiators and policy makers at the highest level. These illustrate
particularly well the difficulty in reconciling trade and development in the scope
of a negotiated trade agreement. Besides the definition of ‘substantially all trade’
and the transitional periods for tariff liberalisation (see section 3.4.1), they include
provisions pertaining to export taxes, national treatment, infant industries, bilat-
eral safeguards, free circulation of goods within ACP regions, the non-execution
clause, the standstill clause and the most favoured nation clause (see Lui / Bilal
2009). However it is of particular importance for a developmental outcome to the
EPA that these issues be adequately addressed, with flexibility on part of the EU.
For instance, if African negotiators were able to exclude the majority of their
vulnerable agricultural sectors from trade liberalisation, this achievement is un-
dermined by the standstill clause included in the EPAs. The clause requires that
countries bind their tariffs at applied rates and in some cases also apply to prod-
ucts on the exclusion lists. As argued by Jones (2009), the ability of governments
to respond to surges in agricultural imports is thus severely constrained. Many
concerns were also raised with respect to the inclusion of an MFN clause in the
EPA, which is believed to constrain the ACP countries’ policy space in concluding
future trade agreements with other major partners, most notably with emerging
economies like India and China. According to this clause, any EPA signatory that
grants to a non-EPA signatory a more favourable access to its market to a major
trading national or regional economy should then extend this more favourable
treatment to other EPA signatories. In view of the EU, however, the MFN clause
acts as insurance that it would be treated fairly in the case where ACP countries
or regions would conclude a trade agreement with its major trading economies
competitors, given that the EU would be granting duty-free quota-free to ACP
products under an EPA (see Stevens et al. 2008; Lui / Bilal 2009).

More fundamentally, there seems to be no clear pattern that poorer countries
have longer periods to adjust than countries that are better off. The current
picture actually reveals that if some of the ‘better off” countries have to
adjust more quickly, so do some of the poorest (see Table 3). For Stevens
et al. (2008, 56), “the picture that emerges is entirely consistent with the
hypothesis that countries have the deal that they could negotiate: countries
able to negotiate hard with a knowledge of their interests obtained a better
deal than those lacking these characteristics.”
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Table 3: Comparison of liberalisation schedules
Duration Under 15 years 15-20 years 20+ years
BLNS Zambia All EAC
Cameroon Zimbabwe
Comoros
Cote d’Ivoire
Ghana
Madagascar
Mauritius
Mozambique
Seychelles
Liberalisa- Under 2 years 2-5 years 6+ years
tion starts for
positive-tariff
goods
BLNS Cameroon All EAC
Cote d’Ivoire Ghana Comoros
Mauritius Madagascar Zambia
Mozambique Seychelles
Zimbabwe
Impact of early | High Medium Low
tranche(s)
Adjustment BLNS Ghana All EAC
Cote d’Ivoire Madagascar Cameroon
Mozambique Mauritius Comoros
Zimbabwe Zambia
Seychelles
30%+ 10-30% Under 10%
Revenue Cote d’Ivoire Cameroon All EAC
Madagascar Ghana Botswana
Mozambique Lesotho Comoros
Seychelles Mauritius Swaziland
Zambia Namibia
Zimbabwe
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Exclusions Under 15% 15-20% 20+%
Botswana Cote d’Ivoire Burundi
Lesotho Comoros Cameroon
Mauritius Kenya Ghana
Seychelles Madagascar Mozambique
Swaziland Namibia Rwanda
Tanzania Zambia
Uganda Zimbabwe
Source: Bilal / Stevens (2009, 29)

Interestingly, while there is a marked difference in participation between
LDCs and non-LDC:s, it is not as sharp a schism as one could have expected.
In fact, another dimension seems to have materialised: one that distinguish-
es between oil and non-oil exporters. For most non-LDCs ACP countries,
the GSP alternative to the EPA was an unattractive one. For these countries,
the motivation rested in securing an unchanged preferential access to the
EU markets for a limited number of commodities, notably bananas (e.g.
Cameroon and Cote d’Ivoire), sugar (e.g. Mauritius), beef (e.g. Namibia)
and fisheries (e.g. Mauritius and Seychelles) (Stevens et al. 2008); and in-
deed, ten out of the fourteen African non-LDCs have initialled an EPA. The
three other non-LDCs that have decided not to sign an EPA are Gabon, the
Republic of Congo and Nigeria, in other words, oil-producing countries. It
is illustrative to consider that in 2006, oil accounted for 73% of the African
EPA countries (signatories and non-signatories) total exports (World Bank
2008). These oil-producing countries have lost “virtually nothing from the
switch from Cotonou to GSP preferences” since their principal export prod-
ucts consist of oil and other primary products which face zero or very low
MFN or GSP tariffs in the EU (World Bank 2008, 6). The fourth non-LDC
country is South Africa, which has its separate TDCA with the EU.

As for the LDCs, the market access incentive was not a strong one and
most did not have an immediate need to enter into interim agreements with
the EU. However despite having the possibility of retaining non-reciprocal
preferences under the EBA initiative, nine of the 33 African LDCs initialled
a text and submitted market access offers. Four of them (the four LDCs that
are members of the EAC), entered into an interim EPA as a custom union,
and seem to have done so “under the leadership of Kenya, a non-LDC with
strong incentives to sign an EPA.” (World Bank 2008, 6). The other LDC
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EPA signatories seem to have been motivated out of a concern regarding
less favourable RoO for some of their key products otherwise (such as fish-
eries for the island states of the Indian Ocean, for instance, or textiles for
Lesotho) (Stevens et al. 2008).

Since the 2007 deadline, political commitment and current efforts have been
directed towards the conclusion of comprehensive and regional EPAs: the
EU and all African countries concerned by the EPA process have committed
themselves to pursue the negotiations. More importantly, the EU’s approach
to the EPAs seems to have taken a more open and flexible turn while moving
from interim agreements towards regional EPA. Indeed, the EPA process
so far has brought to the fore and further accentuated the diverse qualities
of the African partner countries. As the deadline for the conclusion of the
EPAs neared, the negotiating process became extremely agitated and tense
— including within the EU (see Box 12).

Box 12: Towards the December 2007 deadline —
mixed signals from the EU

Outside the negotiating room, tension was building up within the EU as the De-
cember 2007 deadline neared. Increasingly strong yet mixed signals were being
sent from the EU as a whole: in sum, the less EU institutions were directly involved
in the negotiations, the more they were critical about the EPAs (Grimm / Briintrup
2007). While the EC was actively reiterating that EPAs were putting the priority on
development (EC 2005a), civil society organisations stepped up the “Stop the EPA”
campaign’® and were more and more successful in reaching out and supporting
their peers in ACP countries, particularly in Africa”®. As for the European Parlia-
ment, it voiced increasing concern over the approach adopted in the negotiations,
calling on the EC to be more flexible and to ensure that the development objectives
of the EPAs be realised (European Parliament 2007). As for Member States, their
approach throughout the negotiations can be seen as somewhat confusing and rather
timid. While many, particularly in the ACP, expected France and the UK to take a
strong stand in the EPA process, the two kept a relatively low profile. When they
did speak out, the message was ambivalent (Sempéré 2008). In March 2005, for
instance, the UK spoke along lines similar to the Parliament (DFID 2005), but EC

78 See www.stopepa.org

79 Remarkable in this respect is the mobilisation of farmers’ associations in West Africa
and East and Southern Africa, where these organisations made useful contributions to the
negotiating processes at both the national and regional level, through well functioning
networks (for an overview of the civil society‘s participation in the negotiations, see
Makhan 2007a)
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and EU Member States officials have suggested that such a position “was intended
more for domestic use to appease NGOs [coalesced in the ‘Stop EPA campaign’]
during the elections” (Bilal 2005a) . On the other hand, a reflection group was set up
and led by the Netherlands, Denmark and Sweden echoing ACP concerns and with
a view toward influencing the course of the negotiations (Sempéré 2008). Under
the German Presidency — i.e. in the run-up to the December 2007 deadline —, an
informal dialogue was held and led to a “Consensus on the EPAs” between the EU
Development Cooperation Ministers and ACP representatives, in the presence of
the EC Commissioners for Trade and for Development, Peter Mandelson and Louis
Michel. The Consensus stressed the commitment to development-oriented EPAs as
instruments to fight poverty and foster a fair share in the global economy for the
ACP and to conclude the negotiations by the end of 2007. Concretely, EU and ACP
representatives agreed to set up monitoring instruments to assess the development
impact and ensure implementation of the development component of the EPA; in
addition, the EU agreed — at least nominally — to provide improved market access,
with long transition periods and asymmetrical tariff dismantlement and coverage
to the benefit of the ACP (ACP / German EU Presidency 2007). Considering the
eventual outcome, this however seems to have been more of a political signal aimed
at easing tensions than one that would truly change the course of the negotiations to
more concretely address the development challenge.

In the aftermath of what was described by the ACP Secretary-General as
a process ‘‘fraught with panic, confusion and disagreements” (Kaputin
2008a, 12), the European Council acknowledged the need to address the
concerns of the ACP and called on the EC to favour a flexible approach
when moving from interim agreements towards regional EPAs, including
when addressing outstanding problematic issues. In addition, the ACP were
given the assurance that “countries and regions who so wish could draw,
if appropriate, on provisions agreed by others in their EPA negotiation”
(Council of the European Union 2008a, 2). More recently, the Trade Com-
missioner Catherine Ashton® declared that her approach to the EPAs would
be one where she would “listen to and learn from our ACP partners how
best to take forward final agreements” (Ashton 2008). Efforts will particu-
larly need to aim at engaging both the communitarian and bilateral develop-
ment policies within the EU multilevel system more successfully towards
the promotion of regional integration in the ACP.

80 In October 2008, members of the European Parliament appointed Catherine Ashton as EU
Commissioner for Trade, in replacement of Peter Mandelson who had resigned following
his appointment to the British government.
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5.2 Regional integration in the balance

After the first round of the EPA negotiations, much work will have to be
carried out to make up for and patch-up regional integration in Africa if the
EU commitment to regional integration is to be delivered upon. Besides
measurable flexibility in the content of the agreements, the availability of
adequate development assistance — notably under the Aid for trade initiative
— is one of the incentives the EU can provide to get LDCs and potentially
oil-exporting non-LDCs back into the EPA picture, which will be essential
for regional integration objectives. A second step would be to significantly
improve the remaining market access through a more liberal set of EPA
rules of origin that would make the EPA package more attractive to the
current beneficiaries of EU unilateral preferences and allow for regional in-
tegration®!. Getting the required ‘policy mix’ right will remain a challenge.
The recent EC Communication on regional integration for development in
ACP countries can facilitate this process. By suggesting a ‘global EU ap-
proach’ to regional integration, the EU has the capacity to coordinate the
27+1” actions. Its ability to do so and to cast a coherent image will be under
the spotlight and closely observed.

The challenge for African countries and regions with respect to integra-
tion processes is daunting. Most African countries will have to deploy
tremendous efforts to rationalise and harmonise their regional integration
processes. Besides this more technical agenda ahead, they will also need
to find a political common ground and vision where the stark contrast in
their interests towards the different options that EU trade policy has to of-
fer is reduced. In this context, recent initiatives such as the harmonisation
of regional integration agenda efforts in West Africa, those emanating from
the Tripartite EAC-COMESA-SADC Summit or the potential utilisation of

81 Because they can also entail vested EU domestic interests, it will be particularly impor-
tant to analyse future developments on the issue of rules of origin with respect to the
EU’s capability to formulate responses in line with the principles of coordination and
policy coherence for development, as well as the ability of the multilevel system to do
so in close cooperation with the ACP. Indeed, the texts of the interim EPAs initialled so
far provide for the revision of RoO within three years, and the Council recently encour-
aged the Commission “fo continue to negotiate rules of origin in the EPAs which reflect
the development needs of the ACP States and regions, promotes regional integration in
and between ACP regions and ensure the overall consistency of the different preferential
systems” (Council of the European Union 2008b, 3).
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an African template for the EPA could be seen as positive. However, some
measure of scepticism can hardly be avoided here, given the numerous ob-
stacles to policy implementation originating from both within and outside
Africa. It therefore remains to be seen whether such initiatives, as welcome
as they are, will deliver on results and be sufficient to make African coun-
tries and regions ‘pro-active integrators’ (World Bank 2008, 19). Until then,
because many African’s trade (and political) interests lie more beyond the
continent’s borders — in Europe, the US but also increasingly in China —
than in their neighbourhood, it is most likely that the EU will de facto con-
tinue driving the agenda.

The recent EC Communication on regional integration for development in
ACP countries (see Box 13) can be seen as a welcome step for a more consist-
ent response to the current challenges posed by the EPA on regional integra-
tion. In a context where the scope of the EPAs differs from one region to the
other, and sometimes even between countries in a given region, the Council
has indeed acknowledged (or reiterated) the value of a flexible and pragmatic
approach. EU Member States have thus assured that “ACP requests for ad-
justments [would] be taken into account where appropriate, to the benefit of
regional integration” (Council of the European Union 2008a, 2).

While it is beyond the scope of this study to thoroughly analyse the content
and possible implications of the Communication, some preliminary conclu-
sions on the policy proposal are worth drawing here. For instance, throughout
the document the emphasis is put on the need to better articulate the national
and regional levels of support: a most relevant but also ambitious stance con-
sidering the many hurdles and bottlenecks to effective national-regional link-
ages, in particular in the African context. The commitment is nevertheless
a positive one and comes as recognition of the essential role of the national
level in the implementation of regional commitments, an aspect “that may not
have been sufficiently taken into account in past interventions.” (EC 2008b,
47)

In terms of the objective of economic development, the EC’s proposal focuses
on the creation of larger and more harmonised markets, where the free move-
ment of goods, services, capital and people enables economies of scale and
stimulates investment, thereby spurring economic growth and south-south
trade. While it endorsed the Communication, the Council reminded that “in
the light of past experience, policies of this kind yield the best results when
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Box 13: Main characteristics of the EU’s vision and role in supporting

regional integration in the ACP

Three benefits:

Five priorities for EU’s support:

Three instruments:

Political stability: to help solve conflicts and prevent new ones; improve gov-
ernance structures of regional integration and set the basis for economic devel-
opment;

Prosperity: through the creation of larger and more effective markets that will
encourage trade and investment, economies of scale and support smoother in-
tegration into the world market;

Tackling common challenges: like AIDS, the protection of natural resources
and migration;

Strengthen regional institutions: to address the lack of ownership and institu-
tional capacities at regional and national level;

Build regional markets: to overcome the continued fragmentation of regional
markets;

Support business development: to address insufficient economic diversifica-
tion;

Connect regional infrastructure networks: to address inefficient infrastructure
interconnections;

Develop more effective regional policies for sustainable development.

Political dialogue: building on the joint EU-Africa Strategy and other regional
strategies towards a “fully joined-up” EU approach to regional development;
Development cooperation: through an increased support to regional integra-
tion, matched by Member States’ support, notably on “regional aid for trade
packages” and joint programming

Trade policy: through the negotiation of full EPAs that build upon and foster
existing regional integration processes.

Source: EC (2008b)

combined, supported and generally backed up with the simultaneous imple-
mentation of sectoral policies agreed at national and regional level ” (Council

of the European Union 2008b, 2). As discussed previously, the implementa-
tion — if not the formulation — of such policies still needs to be stimulated in
Africa and the Council’s emphasis on the importance of greater ownership of
integration by the ACP can also be read as a positive signal. In this respect,
it further calls on the Commission and the Member States to intensify dia-
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logue with the ACP countries, while strengthening national public institutions
and ensuring better involvement of the private sector and civil society in the
process.

In addition, by suggesting a “global EU approach” to regional integration,
it is the capacity of the EU to coordinate the “27+1” actions and to cast a
coherent image that will be put in the spotlight and closely observed. It is
indeed foreseen that the “EU concept of support for regional integration
will help support regional priorities, avoid inconsistencies in the institu-
tions/projects funded, allow a critical mass to be reached and efficiency
and effectiveness to be increased.” (EC 2008b, 47) Arguably, this proves
a most ambitious agenda considering the impact of the EPA process so far
on regional integration, particularly in Africa. These objectives will indeed
need to be achieved by ensuring coherence of action on the European level
and with the regions concerned. The challenge is thus to get the multilevel
EU system to work for development at the regional level in partner coun-
tries. As also illustrated throughout the EPA negotiations so far, the EU’s
approach will be determinant for a successful conclusion of the process. Re-
markably, the communication also seems to have factored in the importance
of tackling the development challenge at the regional level, in a flexible
and coordinated manner. It is indeed argued that, because “it depends on
each regions’ own priority, a mix between the three approaches of elimina-
tion of barriers to trade — according to a deep integration agenda — policy
coordination to foster sustainable development and political cooperation to
ensure the effectiveness of regional integration will be applied” (EC 2008b,
24).

This most ambitious agenda for a ‘policy mix’ calls upon various quali-
ties and competencies within the EU and between different actors, and will
therefore be highly relevant for the efforts towards a more effective division
of labour within the EU for development. For instance, with regard to the
delivery of development assistance, EU Member States can in many respects
be considered to have had the “upper hand” at the country level, while in the
recent past, and more particularly since the launch of the EPA negotiations,
the European Commission has gained experience at the regional level. It is
interesting to note that the Council suggests that coordination efforts within
the EU, with other donors and with the ACP could take place within the Re-
gional Preparation Task Forces (RPTF). However, as observed previously,
these task forces have not proved efficient in linking trade and development
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in the context of the EPA negotiations, nor have they adequately involved
Member States (Lui 2008). As more details will become available, particu-
larly during the course of 2009 when Member States present their overall
framework for their responses on Aid for trade, a critical assessment of the
performance of the RPTFs will be necessary to address the identified bottle-
necks. But in the process of doing so, it is important not to overlook the risk
it entails of reinforcing yet another parallel structure to that of the state, and
diverting capacity from governmental ones and regional endeavours.

Interestingly, the EC also acknowledges that a different rationale drives
regional integration processes in Africa, stating that the “methods used in
ACP regions more often rely on consensual cooperation and coordination
than on supranationalism and sovereignty-sharing” (EC 2008b, 3). While
this seems to mirror the realities of African integration highlighted in Sec-
tion 3.2.3, the Commission however then takes a clear position, and clari-
fies in the Staff Working Document accompanying the Communication that
“the effectiveness of a number of policies is predicated on the acceptance
that sovereignty is to be shared [...] An important realisation in this respect
is that in a globalised world, pooling sovereignty is increasingly the only
way to actually exercise this sovereignty” (EC 2008b, 46). Having commit-
ted itself to support a “rationalisation exercise that strengthens the building
blocks of an eventual single economic African entity” (EC 2008b, 10), the
question in the current context is whether the proposed EU approach can do
so while encouraging enforcement of integration endeavours and ownership
at the same time.

Clearly, it is too early to tell what effects of the eventual implementation
of this policy response will have and whether it will indeed strengthen the
trade-development nexus within the EPAs for the ACP, in particular for Af-
rica, as well as the capacity of the EU system to deliver this policy for
development. 1t is crucial, however, that this overall positive step to address
regional integration be concretely acted upon and pursued, in combination
with aid for trade and a generally more flexible approach in the negotiations
and implementation of the EPAs, notably on market access issues. This
‘package’ of commitments will indeed be determining for the development
relevance of the EPAs for the ACP and needs to be successfully delivered
towards this objective. Careful coordination will be critical in this view,
within the multilevel governance structure of the EU and with the ACP.
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6 Conclusions

The approach of this study in assessing EPAs as a tool strengthening the
EU’s trade policy for ACP development was two-fold. First, it examined the
development relevance of the EU’s trade policy towards the ACP countries
as formulated in the EPAs, assessing the concept in light of the former re-
gime in place and key insights from theoretical debates and country experi-
ences beyond the ACP. Second, it sought to assess whether the concept of
the EPAs has enabled the EU as a multi-level system to successfully address
the trade-development nexus within the framework of its relations with the
ACP. After summing up the main findings for each of the two streams of
research captured in this study, this concluding chapter will provide an out-
look on the EU’s ability to better link trade and development and make
some final remarks in this respect.

This study argues that, as a policy concept, the EPAs hold a strong potential
to strengthen the EU’s policy for global development, in the specific context
of its trade relations with the ACP. At the same time, however, it finds that
the development potential of the EPAs has not been fully capitalised on in
the process of the EPA negotiations, due to (i) inconsistencies stemming
from the multi-level governance structure of the EU system, notably in the
formulation of the EPAs and the design and delivery of related develop-
ment assistance, and (ii) complex realities in ACP countries and regions, not
least the limited capacities for trade policy for many of them, which have
not been sufficiently and systematically addressed so far by policy makers,
including the EU.

With regard to the relevance the EUS trade policy for the ACP's develop-
ment, the concept of the EPAs appears to tackle the main bottlenecks of the
previous regime (notably, market access and rules of origin) and takes on
board the main points of convergence in theoretical debates. However, these
considerations do not send an unequivocal message on the overall develop-
mental outcome of the EPA.

Indeed, the developmental outcome of the EPAs is not guaranteed. What
can be distilled from our discussion on the concept of the EPA (Chapter 3),
however, are three determining factors upon which the success of EPAs is
contingent. First, whether the EPAs can be conducive to development fun-
damentally depends on how well the agreements are crafted, with regard to
the entirety of the EPA development package’s key elements identified in
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this study, i.e. reciprocity, comprehensiveness, flexibility, capacity to trade
and negotiate and regional integration. Second, EPAs are designed in the
course of negotiations, i.e. they are not just based on unilateral EU policy.
Hence, due consideration must be given to the trade and development strat-
egies of ACP countries. Finally, a third determinant lies in the ability of
the EU to provide adequate support for the EPA concept, notably through
the delivery of development assistance and aid for trade, within the wider
development strategies of the ACP.

Capitalising on the development potential contained in the EPAs thus re-
quires that the right balance be struck between the key elements identified
in this study as comprising the EPA development package, i.e. comprehen-
siveness, flexibility and the capacity to trade and negotiate, in order to make
trade liberalisation and regional integration supportive of development for
the ACP. Most importantly perhaps, when looking into the process of the
negotiations, flexibility, in particular on the EU’s side (as the stronger part-
ner), appears to be at the core of a development-friendly outcome of the EPA
framework. This flexibility was required in the formulation of the terms of
each agreement (i.e. their content, scope and pace). Providing flexible re-
sponses to market access and rules of origin could for instance improve the
value and ‘attractiveness’ of the development package of the EPAs, in the
short- to medium-term. It would also provide a stronger basis and incen-
tive for countries still concerned by such negotiations (i.e. African and Pa-
cific countries and regions) to pursue negotiations towards a comprehensive
agreement with the EU, on a regional basis.

The EPA process has arguably highlighted that consistent trade and devel-
opment strategies in and for Africa are still crucially missing. As the nego-
tiations gained momentum, more awareness was created in ACP countries
and regions on the EPAs — not least in the run up to the December 2007
deadline, notably through what was perceived as ‘bullying tactics’ of the
EC. These tactics were understandable from a trade negotiation perspec-
tive (build up pressure to make the other side move), but less clearly so
from the development perspective (were ACP states convinced that policy
change would increase their development prospects (ownership)? If not,
why?). Given the diversity of the ACP group, the answer necessarily would
have to be differentiated country by country. Overall, however, capacity
on the ACP side arguably is scarce. This lack of capacity is more than lack
of funds; it might be helpful here to invoke the Accra Agenda for Action

German Development Institute/ Deutsches Institut fiir Entwicklungspolititk (DIE) 161

@



Davina Makhan

of September 2008 where developing countries’ capacity is understood as
strong institutions, systems and local expertise (i.e. the adequate setup and
knowledge to formulate policies, understand their implications and to con-
sistently implement them). However how to create this capacity? For some,
the EPA debates as such were actually instrumental in setting in motion or
revitalising a much-needed trade policy process in view of the negotiations.
This, however, is no statement about African countries and regions becom-
ing sustainable ‘pro-active integrators’ and convinced free-traders. Nor does
it mean that positions and demands formulated by the ACP are necessarily
more conducive to development and should thus automatically receive an
adequate support and response from the EU.

Nevertheless, flexibility was necessary in the actual negotiation process,
so as to more effectively reflect the ACP perspective on the development
dimension of the EPAs and be more responsive to it. Chances of achieving
a comprehensive agreement will be increased if there is a stronger focus
on the capacity of ACP countries and regions to fully engage in the rel-
evant negotiation areas. Hence, adopting as flexible an approach as possible
should thus be the core priority for the EU — as the stronger partner —, as
it will allow them to build (on) ACP capacities on trade policy in a timely
and carefully sequenced manner in the process towards a comprehensive
liberalisation of markets between regional groupings of ACP countries and
the EU. Such flexibility would thus be necessary with regard to the possibil-
ity to sequence EPA commitments with those taken at the regional level, or
to the availability of sufficient and effective financial support for the EPAs.
In turn, this approach could ensure greater ownership on part of the ACP.
Hence, much arguably depends on the EU’s ability to substantiate its trade
policy by accompanying measures and deliver assistance for the negotiation
and implementation of the EPA, in order to create additional incentives and
provide support for change. One such approach is aid for trade. Because
it links aid policy and trade policy — respectively, a shared and exclusive
competence within the EU system —, the spotlight is thus on the internal
coordination of the EU’s multilevel governance structure.

This leads us to the second part of our analysis, which focused on the capa-
bilities of the EU, as a multilevel system, to address the trade-development
nexus for global development.

The EU’s multilevel governance system creates a great challenge for link-
ing trade and development. With respect to the EU’s trade policy objec-
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tives (i.e. cushioning the expiry of the WTO waiver and reaching transi-
tion agreements by end-2007), the EU’s internal coordination was rather
successful in the course of the negotiation process up to December 2007.
But coordination within the system was rather unsuccessful with respect to
the achievement of development objectives (i.e. reaching comprehensive
and regional agreements that provide a regulatory framework conducive for
development).

From the conceptual design of the EPAs to the content of the current agree-
ments, the EU has been the main driver of the EPA process. However at
least with respect to the formulation of the concept of the EPAs, this out-
come was not exclusively due to the EU pushing its own agenda and being
inflexible to ACP demands. That the Community (i.e. the Commission and
Member States) played a dominant role in shaping the EPAs and their ele-
ments, had also to do with the fact that there was little capacity on the ACP
side to formulate well-informed strategies and policies. Within the trade
agenda, the EU was thus relatively coherent and acted as one body. At the
same time, however, there had been, over the years, too little and inconsist-
ent support from the donor community — including the EU system — for
trade policies and trading environment in ACP countries. Trade and devel-
opment were thus not sufficiently coordinated. This shortcoming played a
non-negligible role in the capacity and political will of the ACP side and
was not adequately addressed until almost the start of the EPA negotiations,
i.e. at a time when the information was already needed.

Overall, the complex and multilevel structure of the EU has prevented it
from providing timely responses on crucial details for the development rel-
evance of the EPAs and was found to have hampered the coordination of
non-trade elements, i.e. aid components, with the ongoing trade negotia-
tions. Until more substantial answers could be provided on the issues of
market access and aid for trade for instance, the development benefits to
be derived from the EPAs remained largely hypothetical for the ACP. In
other words, as the Commission insisted on meeting the December 2007
for WTO-compatibility of the EU’s trade regime with the ACP, an objective
that was understandable from a trade negotiation rationale and which was
eventually met, there was little development incentive for the latter group of
countries to fully engage in the liberalisation talks with the EU.

Throughout the negotiations, the EU has shown an increasing willingness
to concretise a flexible approach, i.e. there arguably was some institutional
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learning involved. The change of attitude is necessary if the EU is to live up
to its promises and its aspiration to be a ‘global partner for development’.
But it also means that the EU system will have to address its own capacity to
more effectively and flexibly respond to problematic issues of development
concern in the negotiations. This will need to be reflected in the ‘techni-
cal’ details and provisions of the EPAs. Again, for the EPA to be more than
plain trade negotiations would require that the EU give greater considera-
tion to or better accommodate, in concrete terms, the concerns and requests
which have increasingly been formulated by the ACP. The EU’s stance on
the terms of access to ACP markets (the inclusion of an MFN clause and the
strict interpretation of WTO rules) hints that this is rather not, or not yet, the
case. Besides the content of the agreement, the EU could improve the qual-
ity of the market access it has granted, through a more liberal and flexible
set of rules of origin, and provide stronger additional incentives with the Aid
for Trade instrument.

Where does this assessment lead us to with regard to linking trade and de-
velopment, and, more specifically, the EU’s ability to better link the two
policies?

In broadly sketched terms, and provided that concluding comprehensive
and regional EPAs remains the ultimate objective of both the EU and the
ACP (as the current political commitment to pursue the negotiations sug-
gests), two possible routes are imaginable for the negotiations in the short-
to medium-term, a rather cautious one and a more optimistic one.

The rather cautious scenario illustrates the risk of being stuck in the status
quo. Given the rocky road that has characterised the negotiations process
so far, this risk is a real one. In this scenario, no comprehensive and re-
gional EPAs in Africa or the Pacific would be concluded beyond the in-
terim agreements covering mainly goods, and/or unilateral scheme of EU
preferences would prevail in the short- to medium-term. However even if
this were the case, not all would be lost for making use of trade policy for
development, as envisaged under an EPA. Efforts should then be geared
first towards fostering regional integration, particularly between African
countries, considering that regional integration has suffered the most in the
current outcome of the negotiations. This could be done if the EU provides
strong incentives in this view, notably through a reform of the rules of origin
applicable and effective Aid for Trade targeted explicitly at the facilitation
and establishment of regional trade linkages. Those regions actively seeking
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to harmonise their regional integration endeavours should at the same time
received adequate support from the EU, in the form of technical assistance
and capacity building. Such support should also be targeted at the objective
of overcoming the fundamental ‘implementation gap’ between the regional
and national levels, and not least to ensuring the actual formulation of well-
informed trade policies within the wider development strategies at both the
national and regional policy levels. Eventually, and on these stronger bases,
the EU and the ACP could pursue a new road map towards the conclusion
of comprehensive and regional EPAs.

In a more optimistic scenario — provided the EU is sufficiently flexible in
the ongoing negotiations on the same issues mentioned above, i.e. market
access/rules of origin, Aid for Trade and regional integration — the nego-
tiations are concluded in the short- to medium-term, and EPAs can deliver
their development potential for the ACP. By offering a long-term perspec-
tive and a more stable framework for trade with the EU than the unilateral
scheme of Lomé preferences, the EPAs can indeed serve as an opportunity
inasmuch as they would offer the possibility to fundamentally reform en-
trenched — and developmentally rather unsuccessful — policies and habits,
for the ACP but also for the EU system.

With regard to the ACP, the EPAs could provide the signal that can trig-
ger the much-needed institutional change and provide a road map for the
institution-building process required to tap into the potential benefits of
trade liberalisation. Indeed, the forthcoming opening up of markets could
generate the necessary impetus for ACP countries and regions to build up
administrative capacity and cope with the loss of revenue from tariffs and
duties. However, there is a clear risk that administrations in partner coun-
tries are incapable of dealing with the additional requirements stemming
from the implementation of EPAs. Even in the best of cases, the EU thus
needs to provide targeted and efficient support to establish these capacities,
e.g. to improve data collection, the design of a tax structure to circumvent
losses from import duties revenues, or more fundamentally address the is-
sue of the still widely informal character of many African economies. More
broadly, better integrating trade and development through the EPAs and
with the support of Aid for Trade also calls for adequately monitoring and
accompanying the negotiation and gradual implementation of the EPAs. It
would for instance be necessary to ensure that, besides the availability of
existing capacity, flanking measures, necessary reforms or safeguards and
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safety nets are in place or can be adopted to maximise the positive effects
of the liberalisation process and offset the negative ones, hand-in-hand with
support from the EU. By the same token, the necessary ‘trial and error’ as-
pect of the process could also be factored in.

The EPAs thus also provide a learning opportunity for the EU institutionally
inasmuch as they increase the urgency for more systematically and effec-
tively addressing trade-related capacity needs in the ACP within develop-
ment policy. Both ‘scenarios’ above point to the importance and supporting
role that needs to be played by the broader set of EU development coopera-
tion policies parallel to but also in a close relationship with the EPA process.
Indeed, a developmental outcome and the effective use of the trade opportu-
nities at hand in any of the EU’s trade policies towards developing countries
crucially depend on the capacity in the countries and regions concerned.
This emphasises again the need for the EU system to formulate timely re-
sponses and to provide consistent, well targeted and sufficient development
support that measures up to the challenges posed by the negotiations and
implementation of the EPAs®. In other words, the challenge for the multi-
level system is thus to successfully strengthen the trade-development nexus
from the ‘development angle’. Again, the spotlight is on the capacity of the
multilevel system to formulate a consistent response to better integrate trade
into its development policies.

Clearly, there have been some crucial changes in the way the system oper-
ated in the course of the negotiations. Increasingly, and not least in the con-
text of the Aid for Trade initiative, internal coordination and consultations
between member states and the European Commission were required — with
the European Parliament also, albeit in a less decisive manner. However,
analysis of past policy behaviour make caution advisable before a more
centralised management of trade and development within the EU system is
suggested. This might not necessarily be better for development, since in
the past, well-concerted positions or difficultly reached compromises be-
tween the EC and Member States often left little room for ACP concerns
to be taken on board (in the Green paper process for instance). In addition,
greater centralisation appears to be a politically unviable alternative, given

82  Once the negotiations are concluded, however, the question remains as to whether and to
what extent both the EU and ACP countries will actually implement the agreement. For a
discussion, see Meyn (2008).
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the difficulties with EU treaty changes in general. However too little coor-
dination has also proven counter-productive for the development objectives
aspired to through trade policy, not least for building adequate capacities
on trade policies in developing countries. This is notably apparent when
considering how little trade has been integrated into development policies
and donor priorities, before the Aid for Trade instrument and the second
generation of PRSPs recently and significantly addressed this shortcoming.
At the same time, the focus on the past leaves the EU in a quagmire: better
results require partners’ ownership, but it is not clear how they are to come
to ownership if it is not already established beforehand.

In this context, incentives are a key point to investigate. The Aid for Trade
initiative appears to provide a most relevant setting to further investigate
on how to strengthen the EU multilevel system to improve the trade-devel-
opment nexus. The Aid for Trade agenda indeed calls for an inclusion of
the perspectives of member states and the Community, as well as those of
developing countries. In the context of the EPAs in particular, the initiative
brings together the national and regional levels of implementation. More re-
search should thus be geared towards analysing the coordination of the dif-
ferent actors’ interests and approaches for development in the framework of
the Aid for Trade initiative. If successful, this would instruct the EU on how
best to organise the multilevel system of governance on trade and devel-
opment. One such solution, beyond greater centralisation in development
policy, might be a sharper division of labour.

The urgency for meeting the development objectives set internationally has
increased, especially at a time when the attainment of the Millennium De-
velopment Goals is not faring very well. More fundamentally, proving the
effectiveness of the set of policies carried out for development has become
more pressing in a context characterised by global recession which comes
with increasing strain on national budgets. This pressure exists for both de-
veloped and many developing countries. Clearly, if EPAs are the preferred
trade tool for development, the general context in which the negotiations
are continuing is no easy one. Poor countries are hit the hardest and are
suffering the effects of a global crisis regarding which they have no policy
leverage. At the same time, the global economic and financial crisis has sent
many donor countries into recession, creating additional risks for financing
for development from their side. This holds true for development financ-
ing in general, and for the Aid for Trade initiative, more specifically. The
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crisis has already put under strain resources available for development — a
number of European donors have cut their aid budgets — and it could further
delay the Aid for Trade pledge being met, as some early indications seem to
suggest. In its recent Aid for Trade monitoring report (2009), the European
Commission could not draw from member states’ responses a clear forecast
concerning future spending on Aid for Trade. Predictability — or the lack
thereof — was identified as a major shortcoming.

This is somewhat worrying inasmuch as only the provision of predictable
and long-term support can operate as a clear positive incentive and thereby
provide a long-term perspective necessary for the willingness to implement
(and risk) changes in trade policies. The change might, however, also have
to occur at the side of donors. Could this translate into the broader para-
digm shift in development policy called for in the 2008 LDC Report of the
UNCTAD, i.e. a change in approach to put production, productive capaci-
ties and productive employment at the heart of policies to promote develop-
ment and poverty reduction? And how would this fit with other emerging
priorities relevant for sustainable development, i.e. climate change and the
strive to achieve low-carbon economies? In any case, the efficient use of
available resources to ensure the effectiveness of trade policy for develop-
ment will crucially depend on a stronger and concrete focus on building
the necessary capacities in recipient countries regarding produce, trade and
export. A common understanding of how to provide this support and with
what focus, will thus be crucial on the EU side, not least if a better division
of labour is aspired to. More empirical work on Aid for Trade endeavours of
the Commission and member states at partner country level is thus required
for an assessment of the capabilities of the EU system in better linking trade
and development.
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