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Assessing Prospective Trade Policy

The European Union (EU) has provided trade preferences to the African, Carib-
bean and Pacific (ACP) countries since 1975. To maintain these preferences, a
series of economic partnership agreements (EPAs) between the EU and regional
groupings of ACP countries are being agreed, (negotiations started around 2003
and many framework agreements have been signed). As multilateral negotiations
within the World Trade Organisation have stalled, EPAs are currently the single
most important policy issue for ACP trade. This volume assesses EPAs and the
potential impact on ACP countries, provides guidance for ACP negotiators in
future negotiations and introduces methods to analyse the impact of future trade
reforms.

The essential features are that ACP countries commit to remove tariffs on
substantially all imports from the EU and the EU offers improved market access
to ACP exporters. For ACP countries the major impacts will be increased
imports from the EU, hence a loss of tariff revenue and increased competition
from imports in domestic and regional markets, implying significant adjustment
costs, which may be offset by some increases in exports to the EU. This collec-
tion excellently outlines a variety of analytical methods that can be used to
assess the potential economic effects of trade policy reforms, shows how these
can be applied to EPAs and derives implications for the issues that should be
addressed in negotiating the details of agreements.

This valuable contribution offers a balanced assessment of the issues and
should be essential reading for postgraduates and researchers focussing on
Development Economics. Furthermore, the book is written in an accessible style
and should be an excellent resource for trade negotiators and government offi-
cials concerned with trade relations, as well as officials in the European Com-
mission, individual countries (ACP, Commonwealth, EU) and in multilateral
organizations (WTO, UNECA, World Bank, UNCTAD).

Oliver Morrissey is Professor in Development Economics and Director of
CREDIT, School of Economics, University of Nottingham, UK.
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1 Introduction

EPAs and prospective trade policy
analysis

Oliver Morrissey

Trade is important to all economies. Increasing trade volumes and increased
openness to trade has been an integral part of the globalization phenomenon over
the past few decades, and most countries have a stated commitment to trade lib-
eralization, if only in the terms of their commitments in the World Trade Organ-
ization (WTO). There may be disagreement about how much emphasis
governments should place on liberalizing trade policies, and all countries have
concerns about the impact of increased imports (at least for certain products).
Nevertheless, exports, and export promotion policies, make a significant contri-
bution to economic growth. Export growth is easier and more likely if other
countries provide greater access to their markets, i.e. countries have to liberalize
imports to facilitate global growth in exports. Trade relations are an integral part
of international relations between countries. This volume is about one set of
trade relations, between the European Union (EU) and the African, Caribbean
and Pacific (ACP) countries. Specifically, the focus is on how the relationship is
changing and what trade policy analysis can contribute to improving the design
and features of the future trade relations. The EU has had preferential trade
agreements with the ACP since the 1970s but these were not consistent with
WTO rules, so, since 2002, the parties have been negotiating WTO-compatible
Economic Partnership Agreements (EPAs). These negotiations have been pro-
tracted and the final details have yet to be agreed. As the negotiations are contin-
uing, concern in the analysis is with the effects of future reforms.

Essentially this volume is concerned with prospective trade policy analysis,
i.e. assessing the effects of what is going to happen rather than evaluating the
impact of what has happened. When changes to trade policy are proposed, within
a country or for relations between countries, how can analysis be helpful? The
direct relevance is for policy-makers as agreements have to be negotiated, so
those with more analysis underpinning their position will have more influence.
To paraphrase Piermartini and Teh (2005), those with better analysis (and hence
the best numbers) will rule in the negotiations. The inherent difficulty in ana-
lysing proposed policy reforms is that one does not know what the actual effects
are. Indeed, one may not even know with any certainty what the precise reforms
will be (and the information provided by analysis informs the negotiations that
determine the detail of final agreements). In practice, the analyst engages in



