
The German Marshall Fund of the United States22
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Economic Partnership Agreements:  
How to Rebound?

Patrick Messerlin1

When Peter Mandelson, then European 
Community (EC) Trade Commissioner, decided 
to launch the negotiations on the Economic 
Partnership Agreements (EPAs) with the African, 
Caribbean, and Pacific Group of States (ACPs), 
his initiative attracted a lot of heat from almost all 
the quarters—not only from ACPs, economists 
and non-governmental organizations (NGOs), 
but also from EC member states and members 
of the national and European Parliaments.2 Since 
then, negotiations remain slow, opening the risk 
of getting “agreements by exhaustion.”3 As of July 
2009, the Dominican Republic is the only ACP to 
have ratified its EPA. Indeed, the EPA ratification 
process looks even more tumultuous and 
problematic than their negotiations.

At this juncture, the time seems ripe to re-assess 
these negotiations and provide a fresh assessment 
for the new Trade Commissioner who will inherit 
the complex task of concluding them—asking the 
crucial question: are the EPAs a stand-alone policy 
of preferential market access, or are they a pillar 
of the EC development and foreign policies, that 
is, an instrument aiming to support the long-
term development of the ACP economies and 
friendly relationships between the EC and the 
ACP countries? 

That said, a fair review should reflect the 
inescapable flaws of the EPAs (Section 1), but also 
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pinpoint the emerging opportunities that these years 
of negotiations have revealed (Section 2). Grasping 
these opportunities would first require changing 
the mindsets of the protagonists of the negotiations 
(Section 3) in order to open a wide range of options 
to improve the situation (Section 4).

Inescapable flaws

The EPA negotiating endeavor is undermined by 
inescapable costly economic flaws. In a nutshell, the 
EPAs are doomed to generate a “no liberalization, 
fiscal crunch” outcome in the ACP countries for the 
following reasons.

The “no liberalization” aspect has two components.

• The EPAs allow the ACPs to keep their current 
tariffs on (at least) 20 percent of their tariff 
lines, a figure high enough to protect almost 
all the ACP domestic productions. The 
ACP producers who will remain protected 
with respect to the EC and to the rest of the 
world will have no incentive to improve their 
production and/or decrease their prices, giving 
to ACP consumers no reason to support the 
EPA process.

• The EPAs require the ACPs to eliminate their 
current tariffs on EC imports for the remaining 
(at most) 80 percent tariff lines. This will 
make it very easy for EC firms to compete 
with ACP producers in their own markets, 
and very hard for potential ACP producers to 
enter these markets. Such a situation will entail 
severe long-term economic costs for the ACPs: 
elimination of domestic producers, high prices 
charged by EC firms behind ACP tariffs on 
imports from non-EC origin. In short, ACP 
consumers will pay rents to EC firms, another 
key reason for them not to support the EPAs.

Combined, these two forces will make it very 
difficult for ACP countries to reach what is 
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probably their most cherished goal—economic 
diversification.

“Fiscal crunch” is the only outcome to be expected 
from eliminating ACP tariffs on imports from the 
EC on 80 percent of tariff lines, with huge adverse 
implications for ACP government budgets.4 The 
EC says that it is ready to provide compensations, 
but has no binding obligation to do so. More 
importantly, in economic policy, correcting a 
mistake by an off-setting policy is more uncertain 
and costly than eliminating the initial mistake. 
And from a political perspective, EC compensatory 
aid will inevitably expose the EC to accusations 
of colonialism.

All these flaws could ultimately lead to a disastrous 
deterioration of the long-term political relations 
between the EC and the ACP.

Emerging opportunities?

That said, it would be surprising if the past years of 
negotiations had not revealed some opportunities 
to be carefully exploited in the future.

First, the EPA initiative was so wide ranging that it 
forced the ACPs to realize that they have to entirely 
re-think their trade policy. Indeed, EPAs tolled 
the death knell of non-reciprocal preferences even 
more so than the Doha Round, sterilized by the ill-
conceived initiative of a “Round for free” tabled by 
Pascal Lamy, then Trade Commissioner. While the 
Least Developed Countries (LDCs) indeed require 
caution to open their economies to international 
competition, a Round for free (LDCs are not 
requested to make concessions in the Doha Round) 
is a trap in so far as it freezes their economies, 
while the rest of the world moves fast. That said, 
this salutary shock caused by the EPAs came with a 
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cost—the need to build or expand trade negotiating 
machineries. Fortunately, however, the stalling 
of the Doha negotiations in 2008 has limited the 
opportunity cost of building such machineries.

Second, the EPAs are increasingly presented by the 
Commission as a “process”—an endeavor that can 
evolve substantially. Reference is sometimes made 
by the Commission to Mexico or Morocco, which 
have progressively opened their economies via a 
series of bilateral agreements, first with the United 
States and EC, culminating in Mexico’s unilateral 
liberalization vis-à-vis the rest of the world 
launched in March 2009. There is, nonetheless, one 
key difference between these cases and the EPAs. 
Mexico or Morocco were the demanders of all these 
agreements, while the ACPs are not—a critical 
point revisited below (Section 4).

The third positive experience of EPAs regards 
their provisions setting the regulatory framework 
to be adopted in key services by the ACPs. For 
instance, Articles 93 and 95 of the EC-Caribbean 
EPA require the existence of independent 
regulatory bodies in courier and telecom services. 
Such provisions are critical for long-term ACP 
development because services have amply shown 
their critical role in economic diversification, in 
tradable goods and beyond.

Changing minds

Making the EPAs a process requires a serious 
strategic re-appraisal from the three main 
protagonists in the EPA debate: the ACPs, the 
EC, and the rest of the world. If not, the basic 
flaws of the EPAs are likely to entail very negative 
economic (for the ACPs) and political (for the EC) 
consequences.

First, the ACP are, in fine, the key players. To win 
the EPA match, they should accept the need to shift 
away from their traditional trade policy (based on 
distortive border barriers) and to turn to the much 
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more direct, hence powerful, policies (regulatory 
reforms, domestic taxes, or subsidies) which are at 
their disposal and much more capable of addressing 
their supply problems at their roots. The utilization 
of this domestic policy space would require major 
political will and courage; all the more so since the 
ACP have been put in such a difficult situation by 
the hasty way the Commission designed the EPAs 
in 2007.

Second, the EC should realize that hiding behind 
the ACP decisions to keep highly protected goods 
is cynical (it should have expected the ACPs to fall 
into the 20 percent exclusion list trap), that pressing 
for quick signatures is not credible from a trade 
group that itself moves so slowly on minor sectors 
for itself (agriculture) and that hiding behind 
“interim” agreements without ratification for 
many years is not an option acceptable for a group 
of democracies. Once and for all, the EC should 
clearly answer the following question: are the EPAs 
a stand-alone policy of preferential market access, 
or are they a pillar of the EC development and 
foreign policies, that is, an instrument aiming to 
support the long-term development of the ACP 
economies and friendly relationships between the 
EC and the ACP countries?

Finally, the rest of the world—in particular major 
players such as Brazil, China, or the United 
States—have increasingly high stakes in the ACP 

growing markets, and hence have good reasons to 
be supportive of ACP efforts. This will also require 
political will because, as shown by Table 1, the EPAs 
induce these players to be offensive on products for 
which the EPAs give high preferences to EC firms 
(cell B) and adopt a more lenient attitude on ACP 
goods highly protected on a Most Favored Nation 
(MFN) basis (cell D). Unfortunately, the latter 
products are likely to be more numerous than the 
cell B goods, and the liberalization of goods highly 
protected on a MFN basis would generate major 
gains for the ACP consumers and key incentives to 
the ACP producers to improve their products.

Improving the EPAs

Possible improvements to the EPAs are listed below 
in order of decreasing efficacy. 

An ACP initiative at the World Trade Organization 
(WTO)

The EPAs sharply magnify the distortive structure 
of the ACP tariffs which will be divided between 
zero and high tariffs. Only the ACPs have the 
power to address this issue in a fully satisfactory 
manner, and they have a strong interest to do so, as 
underlined in Section 1.

table 1. the Epas impact on third parties (non-acp-non-Ec countries) in Wto negotiations
Products with low pre-EPAs tariffs Products with high pre-EPAs tariffs

Products liberalized under EPAs Cell A 
• probably a very frequent case 
• low preference margin for Ec firms 
•  weak incentives for the third parties to 

act in the WTo

Cell B 
• probably a rare case 
• high preference margin for Ec firms 
•  strong incentives for the third parties 

to act in the WTo

Products sensitive under EPAs Cell C 
• probably a very rare case 
• no preference margin for Ec firms 
•  no special incentive for the third  

parties to act in the WTo

Cell D 
• probably a frequent case 
• no preference margin for Ec firms 
•  no special incentive for the third  

parties to act in the WTo
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They could thus launch an initiative at the WTO.5 
The ACPs, or some leading ACPs, would offer to 
non-EU WTO members better trade access to their 
markets in exchange for being allowed by these 
WTO Members to keep ACP positive tariffs on 
imports from the EC (instead of the zero tariffs 
imposed by the current EPAs).

Such an initiative would rely on two negotiations: 
between the ACPs and the non-EU WTO members 
to define the tariff cuts the ACPs would grant to 
these Members, and between the ACPs and the 
EC to define the new (more limited) tariff cuts 
in the new EPA context. Successful negotiations 
would lead to a WTO agreement standing alone or 
included in the Doha Round.

It is essential to underline that, as always in the 
WTO, the ACPs would offer cuts of their bound 
MFN tariffs which could result in cuts of their 
applied tariffs, but not necessarily. In the latter 
case, the ACP offer would seem of limited value. 
But, it represents a true improvement in access to 
ACP markets by the certainty it provides to the 
world exporters.

Two initiatives from the rest of the world

The rest of the world could take two very different 
types of initiatives. First, major WTO members 
may choose to negotiate in order to reduce or 
eliminate the preference margins which are granted 
to EC firms by the ACPs, and which limit their own 
firms’ access to the ACP markets with huge growth 
potential. As a result, they may request tariff cuts 
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Time to rethink EPAs?” Washington, DC: The German Marshall 
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A+.” Available on GEM website: http://gem.sciences-po.fr 
Claire Delpeuch and Patrick Messerlin (2009). “Sortir de 
l’impasse des APE : Pour une initiative des pays ACP à l’OMC.” 
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634 (GEM website).

from the ACP, hopefully including in their requests 
both cell D (high MFN tariff rates) and cell B (large 
preferential margins in favor of the EU) products. 
Again, such cuts would be expressed in bound 
tariffs, with a possibly limited impact on applied 
tariffs. Such an initiative is less powerful than an 
ACP-led initiative because it would be politically 
difficult to force the ACP-LDCs—exempt from 
concessions under the “Round for free” notion—to 
exchange of concessions in the WTO.

Second, non-EC-non-ACP countries may choose 
to litigate, rather than to negotiate. Several EPA 
provisions are legally challengeable. Brazil already 
raised concerns about the “MFN provision” 
which requires all parties to offer the same trade 
concessions they accord to major countries to 
all EPA signatories (hence the EC). Many other 
EPA provisions could be challenged. For instance, 
interpreting “substantially all the trade” as the 
liberalization of trade flows covered by an average 
of 90 percent of the tariff lines is not an iron cast 
proposition. Litigation is not very satisfactory: it 
cannot solve the basic EPA economic flaws, and 
targets scattered legal points. Litigation is also 
the worse scenario for the EC, if only because the 
slower the ratification process of EPAs, the deeper 
the ACP hostility to the EPAs would grow, favoring 
more frequent litigation.

Initiatives from the EC

The EC is in the uncomfortable situation of being 
unable to solve the basic problems it has generated 
with the EPAs. Negotiating initiatives from the 
ACPs and/or from the rest of the world should thus 
come as a great relief to the EC, who should warmly 
support them. That said, what could the EC do on 
its own? It could undertake a careful adjustment of 
its focus on regional EPAs in order to define useful 
flexibilities in its position.
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A careful adjustment: The heated discussions on 
the EPAs have somewhat overblown the regional 
dimension—by EPA critics and supporters alike. 
First, from an economic perspective, ACP regions 
are very small—less than twice the size of the 
Bulgarian economy. Including Nigeria and South 
Africa in the corresponding ACP regions will bring 
them to the combined size of roughly Romania 
and Bulgaria.

Second, from a political economy perspective, a 
regional approach has pros and cons. Supporters 
of a regional approach argue that it would help 
the ACP members to reform their trade policies. 
But, the EPA freeze of the 20 percent tariff lines 
undermines greatly this argument since this 
exception is large enough to cover most of the 
goods produced by individual ACP countries. 
Rather, it induces individual ACPs to fight for their 
own highly protected sectors when defining the 
regional list. The resulting regional deals may be so 
difficult to reach that either they will be frozen for a 
long time or they will quickly collapse. The EC has 
a long experience in such negative deals, with its 
common agricultural and fisheries policies.

The last reason for the EC to review its regional 
approach is the most important when the EPAs 
are conceived as a “process.” An ACP initiative as 
described above is most unlikely to be taken by the 
whole set of countries. It would require some ACPs 
to take the lead. Individual ACPs that could play 
a “role model” for the other ACPs, unilaterally, in 
bilateral agreements or in the WTO, should thus 
not be “glued” in regional agreements. In many 
respects, this is illustrated by Southern Africa: 
Botswana, Lesotho, and Swaziland are torn apart 
between their desire for a more open trade policy in 
goods and services (in this respect, the EPA is more 
promising than the current SACU trade agreement 
with South Africa) and the continuation of their 

cozy budgetary agreement with South Africa (a 
very costly agreement for South Africa).6

In short, focusing on “process” entails the EC 
fostering the emergence of “leading” ACP countries 
willing to shift away from traditional trade policy to 
better targeted domestic policies (see Section 2).

EC “flexibilities”: Such a careful adjustment suggests 
several “flexibilities” in the EC current position. 
First, the EC should drop the controversial “MFN 
provision” which cumulates so many negative 
effects. It constitutes a key obstacle to progress 
in delicate EPA negotiations, such as those in 
Southern Africa. It will dissuade the ACPs to 
conclude meaningful trade agreements with 
other trade partners, bringing no gain to the EC 
other than freezing the ACPs, and in complete 
contradiction with the Mexican or Moroccan cases 
mentioned by the Commission. It will generate 
increasingly bitter frustrations due to infringed 
sovereignty, particularly in those ACPs eager to play 
a leading role. Last but not least, it is challengeable 
in the WTO, and dropping it now would avoid 
a humiliating defeat to the EC in Geneva sooner 
or later.

Second, pending the full adoption of regional 
agreements among ACPs, the EC should work 
in favor of minimizing the differences in tariffs 
imposed on EC products by neighboring ACP 
countries. This is crucial for minimizing the 
risks of massive smuggling between neighboring 
ACP—smuggling has a strong corrosive impact 
on the robustness of ACP states. What matters are 
tariff differences among neighbors. For instance, 
a situation where one ACP country keeps a 10 
percent tariff on a good imported from the EC 
while its neighbor liberalizes fully the import of 
this product is less distortive than a situation where 

6 Peter Draper and Nkululeko Khumalo (2009). “The Future 
of the Southern African Customs Union.” Trade Negotiation 
Insights, ICTSD, Vol. 8, no. 6, August.
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the two ACPs maintain two very different tariffs 
(say 20 and 50 percent) on imports of the same 
product from Europe. A tailor-made design of the 
EC rules of origin could help to get such a desirable 
narrowing of tariff differences. For instance, the 
EC could decide to introduce some flexibilities in 
its rules of origin regime if the two ACP neighbors 
narrow down their key tariff differences.

Third, African ACP governments have recently 
expressed a growing desire to combine EPAs and 
AGOA. It is a kind of Mexican strategy—and a 
weak form of the above-described ACP initiative 
in the WTO. As a result, the EC should support 
such a request. It should also start to discuss with 
the United States on what could be done jointly or 
cooperatively.

Last but not least, conceiving the EPAs as a process 
requires the inclusion of trade in services in the 
EPAs, with two conditions. First, services will be 
so demanding for the ACPs in terms of institution-
building that the EC should not burden the ACPs 
with other issues, such as government procurement 
(largely covered by World Bank rules), investment 
provisions (the EC Member States have strongly 

divergent views on this issue), and competition 
policy (a too farfetched endeavor, all the more 
because competition issues could be addressed in 
much simpler alternative ways). Second, the EPA 
provisions on services should focus on institution-
building. They should not cover specific services 
and leave enough time for the ACP to build their 
much needed institutions and therefore better 
grasp their comparative advantages and negotiating 
interests. The EC should, in addition, not repeat 
the harmful provisions on audiovisuals which were 
imposed by EC member state hardliners in the 
Caribbean EPA.

Conclusion

The way the EC extricates itself from the EPA 
“faux-pas” will shape its reputation for a long 
time, particularly for the Commission which has 
played such a dominant role in this venture. All the 
speeches by the EC as a supporter of development 
and as a global responsible player will be perceived 
very differently by all the developing countries—
ACP and the others—if the EC holds true to 
its commitments on the EPAs as a process and 
develops appropriate flexibilities.


