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A critical look at aid-for-trade
Paul Quintos

“Aid-for-trade” (AfT) is a catch-all term for 
trade-related official development assistance (ODA) 
provided to developing countries. It comprises aid-
for-trade-related technical assistance, infrastructure, 
the development of  productive capacity, as well 
as adjustment assistance related to trade reforms.  
This covers a host of  activities such as helping 
countries develop trade strategies and negotiate 
more effectively; building roads, ports, and 
telecommunications that link domestic and global 
markets; investing in industries and sectors to 
help countries diversify their exports; and helping 
defray the costs associated with tariff  reductions, 
preference erosion, or declining terms of  trade.1

Different stakeholders may place different 
emphases on the various components of  Aid-for-
trade (see Box 2).  But its proponents basically share 
three common premises that provide the rationale 
for aid-for-trade: (1) that trade is beneficial to 
developing countries; (2) that developing countries 
may face costs and other constraints that prevent 
them from fully benefitting from trade; and (3) that 
aid can offset these costs and constraints, hence, 
enable these countries to benefit significantly from 
trade.  

 
Pascal Lamy, former Director-General of  the 

World Trade Organization (WTO) sums it up neatly: 

1  http://www.wto.org/english/tratop_e/devel_e/a4t_e/a4t_factsheet_e.htm

Photo: Curt Carnemark/World Bank
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“Essentially, there is no 
convincing evidence 
that trade liberalization 
is predictably associated 
with subsequent 
economic growth. This 
raises serious questions 
about the priority that 
the integrationist policy 
agenda typically receives 
in orthodox reform 
programs. The problem 
is not trade liberalization 
per se, but the diversion 
of  financial resources 
and political capital 
from more urgent and 
deserving developmental 
priorities.”3 

 
Unfortunately, the 

aid-for-trade agenda, as 
the name itself  suggests, 
confounds the means 
and the ends.  That is 
to say, like the WTO 
agenda, it substitutes 
trade liberalization and 
market integration as the 
goals of  development 
policy.  In this framework, 
aid is justified in so 
far as it contributes to 
promoting trade.  That 
this will ultimately 
contribute to eliminating 
poverty, raising the living 
standards of  the majority 

and empowering those at  margins is simply assumed 
and unexamined. 

 

“Aid-for-trade is all about 
empowering developing 
countries to benefit from 
trade.  It is about helping 
the private sector — 
entrepreneurs, traders, 
investors — to seize 
export opportunities.”2 

 
Despite this 

ostensibly laudable 
objective, the aid-for-
trade agenda merits a 
closer and more critical 
examination especially in 
the light of  the WTO’s 
desperate attempts to 
conclude the Doha 
Round within 2008 and 
the upcoming Third 
High Level Forum on 
Aid Effectiveness to be 
held on September 2-4, 
2008 at Accra, Ghana.  

 
Misleading first premise

 
While trade may 

bring about benefits to 
developing countries, 
liberalizing trade is not 
the same as promoting 
development.  Trade 
may be one means by 
which development 
can be promoted but 
it is certainly not the 
only means nor is it 
necessarily the best way of  achieving the latter goal.   
As Dani Rodrik of  Harvard University puts it, 

Box 1. What is Aid-for-
trade?

 

The World Trade Organization’s (WTO) Task Force on Aid-for-
trade considers six broad categories as comprising AfT:

(a)  Trade  Policy  and  Regulations:  which  includes  training 
trade  officials,  helping  governments  implement  trade 
agreements, and complying with rules and standards.

(b)  Trade  Development:  which  includes  providing  support 
services for business, promoting finance and investment, 
conducting market analysis and e-commerce.

(c)  Trade-related  Infrastructure:  which  includes  building 
roads and ports.

(d)  Building Productive Capacity: improving the capacity of  
a country to produce goods and services.

(e)  Trade-related  Adjustment:  which  includes  financial 
assistance  to  meet  adjustment  costs  from  trade 
policy  reform,  including balance of   payment  problems 
resulting from lost tariff  revenues or from the erosion of  
preferential market access.

(f)  Other Trade-related Needs

 Categories  (a) and (b) cover  the  traditional  forms of  aid, 
namely,  trade-related  technical  assistance  and  capacity 
building.  Categories  (c)  –  (f)  expand  the  Aid-for-trade 
agenda.  But the WTO Task Force, which monitors global AfT 
flows, only considers those projects and programs that have 
been identified as trade-related development priorities in the 
national development strategies of  the recipient country as 
AfT.  

Source: OECD and WTO (2007). Aid for Trade at a Glance: 
First Global Review. Geneva, p. 19.

2 Speech at the International Seminar, 12 March 2007, New Delhi  from <http://aric.adb.org/aft_asia.php>
3 Rodrik, Dani (2001). The Global Governance of Trade as if Development Really Mattered. Report Submitted to the United Nations Development 

Programme, p. 10
4 Wise 2006
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Costs outweigh benefits
 
And yet the available empirical record suggests 

otherwise.  Table 1 presents estimates of  benefits 
and costs arising from prospective trade reforms 
under the WTO’s Doha Round.    

 
According to the narrow measure of  welfare 

gains in terms of  economic output – the yardstick 
almost exclusively used by the acolytes of  market 
liberalization – the World Bank’s simulation models 
suggest only modest gains arising from a “successful 

Box 2. What are governments saying about Aid-for-trade?
 

The  LDCs  say  aid-for-trade  should  focus  on  enhancing  “competitiveness,  diversifying  agricultural,  industrial  and  services 
capabilities, improving infrastructure and strengthening supply-side capacity.” The LDCs argue that the money for aid-for-trade 
should be additional and that resources should not be reallocated from other sectors such as education or health.

 The African Group says aid-for-trade should consist of  three pillars: (1) capacity building to address supply constraints (including 
building productive capacities and infrastructure); (2) meeting trade system costs including adjustment and implementation; and, 
(3) support  for  trade policy development and participation  in  rules making. The African Group says  that aid-for-trade should 
primarily target supply-side constraints. The Group also insists that the aid should not be repackaged from existing initiatives but 
should be additional. The African Group says aid-for-trade should not be subject to conditionalities.

 The ACP Group says aid-for-trade must provide support for trade-related economic adjustments, technical assistance and supply-
side capacity. They identify adjustment costs as those relating to preference erosion, the end of  the textiles and clothing quotas, 
loss of  tariff  revenues, rising food prices, export earnings shortfalls and social costs (including loss of  jobs).

 The European Union (EU) says aid-for-trade must help developing countries build the capacity to trade to take advantage of  
market openings.  In 2005,  the EU said  it was “committed  to providing  trade-related assistance  to help developing countries 
participate in the negotiations, implement the DDA [Doha Development Agenda] conclusions and build up their trade capacity.”  
These forms of  assistance only cover the traditional forms of  trade-related technical assistance and not the expanded aid-for-
trade agenda.  In  the period 2001-2004,  the EU committed €3,3 billion  for  trade-related assistance (roughly €0.8 billion per 
year). The President of  the European Commission (E.C.), José Manuel Barroso, pledged at the G8 summit in Gleneagles in 2005 to 
increase E.C. funding to €1 billion per year. At the Hong Kong Ministerial Conference, the EU said they were committed to increase 
spending on aid-for-trade to €2 billion by 2010.

 The U.S. says it spends US$1.34 billion per year on trade-related assistance for physical infrastructure and trade facilitation. The 
U.S. pledged in Hong Kong to increase spending to US$2.7 billion per year, by 2010.

 Japan pledged  in Hong Kong US$10 billion over  three  years  for  “trade, production and distribution  infrastructure.”  Japan  is 
interested to help, particularly LDCs, build infrastructure such as roads and ports, as well as to revamp their customs systems.

 Source: Smaller, Carin (2006). Can Aid Fix Trade? Assessing the WTO’s Aid for Trade Agenda. Institute for Agriculture and Trade 
Policy. Minneapolis. pp. 5-6.

Doha Round.” According to their estimates, this 
would result in a $96 billion boost in global output 
or less than one percent of  global GDP – and 
most of  this will come from developed countries.  
Allowing for exemptions for “Special and Sensitive 
Products” (SSPs) in the order to two percent of  
product lines for developed countries and four 
percent for developing countries further reduces 
the estimated benefits accruing to the latter by $9.4 
billion, bringing it down to a paltry $6.1 billion or 
less than a penny a day per person in the developing 
world.  Some of  the poorest regions such as Africa, 
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the Middle East, and Mexico 
– areas with large informal 
economies are even predicted 
to be net losers in terms of  
benefits.   

 
On the other hand, the 

United Nations Center for 
Trade and Development 
(UNCTAD) has estimated 
the tariff  revenue losses if  
proposals in the ongoing Non-
Agricultural Market Access 
(NAMA) negotiations are 
concluded.  Total tariff  losses 
for developing countries under 
a new NAMA agreement could 
be as high as $63.4 billion, or 
almost ten times the gains 
predicted by the Bank for the 
entire Doha package.4   Even 
if  such tariff  reductions are 
accompanied by fiscal reforms 
to boost revenues from other sources, a 2005 IMF 
study indicates that low-income countries recoup 
only 30 cents at most through reforms for every 
US$ 1 lost in tariff  revenues.5  This suggests that net 
revenue losses would still outweigh projected output 
gains by a ratio of  6.6 to 1.

 
These revenue losses would weigh more heavily 

on the poorest developing countries since they 
typically rely on tariffs for a greater share of  total 
government revenues.  Tariffs account for more 
than 40 percent of  all government revenue in the 
Dominican Republic, Guinea, Madagascar, Sierra 
Leone, Swaziland, and Uganda to name a few.6  

 A drastic reduction in revenues means less 
resources for spending on health, education and 

nutrition; for extending public utilities; for building 
more irrigation facilities, roads, ports and bridges; 
for land reform and other redistributive programs; 
for research and extension services; for training 
personnel; for undertaking institutional reforms; 
and so on.  Indeed, trade reforms impose additional 
costs in terms of  legal, institutional and personnel 
changes.  One estimate of  the cost of  implementing 
TRIPS, SPS and the Agreement on Customs 
Valuation – just three agreements in the Uruguay 
Round – puts it at $150 million per country on 
average.7

 
But the costs of  trade liberalization-according-

to-the-WTO go well beyond revenue considerations.  
Massive loss of  livelihoods, deindustrialization, the 
loss of  policy space and widening social inequities are 

Table 1. Estimated Doha Benefits vs. NAMA Tariffs Losses
billions of 2001 US dollars

WB “Likely” 
Scenario*

WB Doha 
Scenario

NAMA Tariffs 
Losses

Developed 79.9 31.7 38.8

Developing 16.1 6.7 63.4

Selected developing regions
Middle East and North Africa -0.6 -0.1 7.0

Sub-Saharan Africa 0.4 0.6 1.7

Latin America and the Carribean 7.9 2.4 10.7

Selected countries
Brazil 3.6 1.4 3.1

India 2.2 2.2 7.9

Mexico -0.9 -0.7 0.4

Bangladesh -0.1 0.1 0.04
Source: Wise, Timothy (2006). Doha Round and Developing Countries: Will the Doha 
Round  do more harm than good? RIS Policy Briefs No. 22, April 2006, p. 3 

5 Cited in Rodrik 2001
6 Koshy, Robin (2006). Transforming Aid for Trade: From mirage to reality pp. 3-8 in Trading Up Vol. 2, Issue 4. Oct-Dec. 2006. Center for Trade and 

Development. New Delhi.
7 Carin (2006), p. 3
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Source: Third World Network (2006) and Carin Smaller (2006) ‘Can Aid Fix Trade: Assessing the 
WTO’s Aid for Trade Agenda”, Institute for Agriculture and Trade Policy.

among the more fundamental long-term 
implications of  this trade agenda.  Case 
studies8 show reduced rates of  growth 
and employment, often persisting for 
several years after implementing trade 
reforms.  The UNCTAD expects 
developing countries except China to 
experience output and employment 
losses in higher value-added industrial 
sectors. The Carnegie Endowment 
for International Peace (CEIP) warns 
that developing countries’ terms of  
trade will most likely decline by 0.74 
percent with a Doha agreement.9   
The use of  selective tariffs, export 
subsidies, directed credit, promotion 
of  industrial clusters, the strategic use 
of  foreign investment and other policy 
instruments that proved crucial to the 
industrialization of  East Asian Tigers is 
precluded by a Doha deal.10  Even when 
developing countries gain market access 
in the wealthier countries of  the North, 
the benefits are captured by dominant 
producers and traders in the economy 
such as agro-chemical companies 
and other transnational corporations 
(TNCs). 

 
Faced with the imminent threat of  

economic and social dislocation, further 
impoverishment and marginalization 
of  the poorest sectors in society, it is no 
surprise that people’s movements are up 
in arms against the WTO and neoliberal 
globalization more broadly.  Weighing 
paltry gains against overwhelming 
costs that come bundled in a policy 
straightjacket has also dissuaded many 
governments of  developing countries 

Figure 1. Growth Projections in Aid-for-trade

Source: OECD and WTO (2007). Figure 4.

Aid-for-trade Statistics
Centad Team    

Source: CENTAD 2006. “Aid-for-trade: Win-win Strategy?” in  Trading Up, Vol. 2, Issue 
4, p. 12, Oct.-Dec. 2006. Center for Trade and Development, New Delhi, India.  

8 Cited in Laird, Sam 2007. “Aid for Trade: Cool Aid of Kool Aid?” G-24 Discussion Paper No. 48. United Nations Center for Trade and Development. 
Geneva.

9 Polaski, Sandra (2006). Winners and Losers: Impact of the Doha Round on Developing Countries. Carnegie Endowment for International Peace. 
Washington D.C., p. 3

10 Ibid,. p. 4

Less than Peanuts

Subsidy given to farmers in a single 
developed country (US) in 2005

US $ 21.1 billion

Aid for trade for 
developing countries

US $22.8 billion~_

Aid for Global Consultants

Source: The Financial Architecture of Aid for Trade, April 2006, International Lawyers and Economists 
Against Poverty

Share of International 
Consulting Firms in Aid money

US $ 20 million

Approximate 
Global Aid Budget

US $ 50 billion
= X40%

Source: Guardian, Sunday, May 29, 2005, Nick Mathiason ‘Consultants pocket $20bn of global aid’

Trading Elephants for Ants

Estimated Reduction Gains 
from Traide in tariff revenue 
of developing countries by 
application of Swiss Formula* 
for manufactures goods

US $ 156 billion

Total Aid for Trade 
for Developing 
Countries in 2004

US $ 50 billion

* coefficient of 10.

= X7
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from agreeing to a new 
round of  economic reforms 
packaged as the Doha 
Development Agenda.  It is 
in this context that aid-for-
trade has gained prominence 
within the current round of  
WTO negotiations.  

 
Aid can’t fix trade

 
But can aid-for-

trade offset the costs 
and constraints borne by 
developing countries under 
the WTO trade regime?  

 
According to the First 

Global Review of  Aid-
for-trade by the WTO and 
the Organization for Economic Cooperation and 
Development (OECD), between 2002 and 2005 
donors committed on average $21 billion per year 
on the aid categories more closely associated with 
aid-for-trade.  This included $11.2 billion (54%) to 
build economic infrastructure, $8.9 billion (43%) 
to promote productive capacities (inclusive of  $2 
billion for trade development), and $0.6 billion (3%) 
for trade policy regulation.

 
In addition, the major donors pledged additional 

aid-for-trade during the Hong Kong Ministerial 
Meeting in 2005: 

The European Commission will provide an 
annual EUR 1 billion increase by 2010, with 
an additional EUR 1 billion from EU Member 
States.
The United States will double its spending to 
USD 2.7 billion by 2010.
Japan will dedicate USD 10 billion between 
2006 -2008. 

•

•

•

In addition, some donors such as Australia have 
made more recent commitments (AUD 0.5 billion 
in 2007) while others such as the Netherlands (EUR 
0.5 billion annually) and the World Bank have seen 
an increase in “demand-driven spending” and expect 
this trend to continue.

Projecting to the future, the WTO Task Force 
Secretariat considers two scenarios for additional 
aid.   Simply extrapolating the recent annual growth 
rate of  aid-for-trade (6.8%) would deliver an extra 
$8 billion by 2010,with aid-for-trade commitments 
reaching $30 billion (at constant 2005 prices). 
Doubling the 2005 volume of  aid-for-trade would 
raise it to $43.4 billion by 2010 (and would result in 
aid-for-trade accounting for 33% of  total ODA).  In 
either scenario, aid-for-trade still falls far short of  
the estimated costs of  a Doha Round to developing 
countries. 11

This is even more true for the least developed 
countries which receive less aid-for-trade than other 
low-income countries or even lower-middle income 

Figure 2. Aid-for-trade Flows Per Country, By Income Group (2002-05)

Source: OECD and WTO (2007). Figure 6

11 OECD & WTO (2007)
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countries.  Asian countries receive on average more 
than double the aid-for-trade received by African 
countries.  Asia received 51% of  total aid-for-trade, 
Africa 30%, Latin America and the Caribbean 7%, 
Europe 5% and Oceania 1%. Even more surprising, 
European countries obtained more aid-for-trade on 
average than countries in Africa.  

 
But the problem goes beyond the issue of  

the adequacy, “additionality” or the geographic 
distribution of  aid-for-trade flows.  Whether aid-
for-trade is pledged as “additional” funds on top of  
commitments to other sector aid, it still represents 
resources that could otherwise have been used for 
national development goals other than promoting 
trade. 

 
Aiding the WTO

 
Indeed, looking back at how aid-for-trade has 

been institutionalized suggests that it is being used 
to push an agenda even narrower than supporting 

trade, let alone broad-based development.  Rather, 
it is designed to entice developing countries into 
integrating with a specific kind of  international trade 
regime, i.e. the multilateral trading system governed 
by the WTO. 

 
As Michael Basset describes donor-supported 

trade-related capacity building (TRCB), “… the goals 
of  existing trade-related capacity building (TRCB) 
are rarely aimed at enabling developing countries 
to understand the complex role of  international 
trade in their national development strategies. Nor 
are they aimed at strategies for orienting trade to 
support these strategies. Rather, the goal of  most 
donor-sponsored TRCB is aimed at compliance 
with WTO rules and commitments.”12 (p. 5)  This 
description is equally valid for aid-for-trade more 
generally.

The Uruguay Round which established the 
WTO in 1994 included a decision to support net 
food importing developing countries who were 

expected to be hurt by 
higher food prices or 
reduced food aid following 
the implementation 
of  the Agreement of  
Agriculture (AoA).  The 
Marrakesh Declaration 
also acknowledged 
the need to provide 
technical assistance 
to least developed 
countries (LDCs) in 
the implementation of  
other agreements such 
as Trade-Related Aspects 
of  Intellectual Property 
Rights (TRIPS) and 
Sanitary and Phytosanitary 
Standards (SPS).13   

 

Figure 3. Average Aid-for-trade Flows Per Country, By Region

Source: OECD and WTO (2007). Figure 7.

12 Basset, Micheal (2003). “Aid Off Target: The Reality of Trade-related Capacity Building”. Reality Check September 2003. The Reality of Aid.
13 Koshy 2006, p.6
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Later in the same year, African Trade Ministers 
called on the international community to help 
strengthen their capacity to participate in the WTO 
and take advantage of  new trade opportunities 
arising from the globalization of  world markets.  
This led to the establishment of  the Joint Integrated 
Technical Assistance Program (JITAP) in 1998, a 
joint initiative of  the Geneva-based International 
Trade Centre (ITC), the UNCTAD and the WTO 
which seeks to mobilize donor support to build 
and strengthen the capacity of  eight participating 
African countries to integrate into the “Multilateral 
Trading System (MTS)”, i.e.  the international trade 
regime governed by the WTO.14 

 
Another multilateral initiative is the Integrated 

Framework for Trade-Related Technical Assistance 
to least-developed countries (IF) which was first 
mandated by the WTO Singapore Ministerial 
Conference in December 1996 and formally 
inaugurated in October 1997.  The IF is coordinated 
by six multilateral agencies: the IMF, ITC, UNCTAD, 
UNDP, World Bank and the WTO.  The program 
has two stated objectives:15

to “mainstream” (integrate) trade into the 
national development plans such as the Poverty 
Reduction Strategy Papers (PRSPs) of  least-
developed countries;
to assist in the coordinated delivery of  trade-
related technical assistance in response to needs 
identified by the LDC. 
 
Despite professing adherence to the principles 

of  country ownership and partnership, the IF has 
been criticized for locking the “deep integration 
agenda” of  multilateral institutions into the 
national development plans of  LDCs via the 
PRSP process.16  Evaluations of  the IF and other 
trade-related technical assistance programs point 

•

•

to serious weaknesses including an overemphasis 
on donor goals; unsystematic or incomplete needs 
assessments; weak project management; fragmented 
technical assistance interventions with insufficient 
linkages to broader development programs; weak 
linkages to poverty reduction, and a blind spot for 
other dimensions of  development such as equity, 
security and empowerment.17 

 
Nevertheless, the Hong Kong Ministerial 

Meeting of  the WTO in 2005 reaffirmed the role 
of  aid in pushing its trade agenda by stating in 
Paragraph 57 of  the final Declaration that: “Aid-
for-trade should aim to help developing countries, 
particularly LDCs, to build the supply-side capacity 
and trade-related infrastructure that they need to 
assist them to implement and benefit from WTO 
Agreements and more broadly to expand their trade.”  
WTO Director-General Pascal Lamy subsequently 
set up a task force to provide recommendations on 
how to operationalize aid-for-trade. The task force 
submitted its first set of  recommendations on July 
27, 2006 which the WTO General Council endorsed 
on October 2006.  

Since the WTO itself  is not mandated to 
deliver development assistance, its official role in 
operationalizing aid-for-trade is to advocate for 
additional resources from various donors and to 
help “close the gap” between donor response and 
developing countries’ demands through monitoring 
and evaluation of  AfT flows.  But the WTO is no 
doubt the principal agenda-setter for aid-for-trade 
ever since the Doha Round.  Indeed, the WTO 
considers aid-for-trade a test of  its “Coherence 
Mandate”, i.e. its “responsibility in promoting 
coherence in global economic policy making and for 
working with the World Bank, the IMF and other 
international actors to deliver more coordinated 
international policy.”18 

14 http://www.jitap.org/info-e.htm
15 http://www.integratedframework.org/about.htm
16 Basset 2003, p. 11
17 Carin (2006)
18 WTO Factsheet
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Conclusions

 
Unfortunately for the poor populations 

of  the developing world, this coherence 
agenda is not about promoting broad-based 
equitable and sustainable development but the 
neoliberal model of  globalization that grants 
freedom to international capital while shackling 
the people to servitude and insecurity.  Aid-
for-trade, as operationalized by the WTO and 
the donor community today, is really about 
luring developing countries into accepting and 
participating in the current multilateral trading 
system whose rules were set for the benefit 
of  the developed industrialized countries 
particularly their transnational corporations 
as well as elites of  both North and South.  
But, as the IATP reckons, “aid-for-trade is a 
miserable consolation prize for the losses the 
poorest countries are expected to sustain from 
the Doha Round.”19 

 
Moreover, an uncritical view of  aid-for-

trade  – a mere focus on implementation and 
monitoring issues – provides a smokescreen to 
the fundamentally flawed international trading 
system in particular, and existing international 
economic relations between countries and 
within countries more generally.  This is a 
system wherein, “every year, hundreds of  
billions of  dollars, far in excess of  aid inflows, 
flow out of  poor countries to the rich. 
This money flows out in the form of  debt 
repayments, private sector transfers and most 
significantly through the channels of  trade 
and capital flight.”20  In such a situation, all aid 
flows, especially aid-for-trade, seem ever more 
like an illusion.

Box 3. Key Milestones on the 
Aid for Trade Path

1994:  Marrakesh  Declaration  acknowledged  the  need  to  provide 
technical assistance to LDCs in specific agreements such as TRIPS 
and SPS.

1994:  African  Trade  Ministers  called  to  help  strengthen  their 
capacity to participate in the WTO through Joint Integrated Technical 
Assistance Programme (JITAP), a joint endeavour by WTO, UNCTAD 
and International Trade Centre.

1997: Integrated Framework for Trade Related Technical Assistance 
for  LDCs  initiated  by  six  multilateral  institutions:  IMF,  ITC,  UNCTAD 
UNDP,  World  Bank  and  the  WTO.  IF  provides  resource  to  conduct 
diagnostic  studies,  mainstream  trade  into  national  development 
plans.

2001:  Standards  Trade  Development  Facility  set  up  by  five 
international  agencies  (FAO,  OIE,  World  Bank,  WHO  and  WTO)  to 
assist developing countries enhance national capacity to implement 
sanitary and phytosanitary standards.

2005: Paris Declaration on Aid Effectiveness endorsed as a resolve 
of  all developed and developing countries to make global aid more 
effective to strengthen development performance.

2005:  Hong  Kong  Ministerial  Meeting  adopts  aid-for-trade  as  an 
important component of  trade reform and establishes a task force 
to study the operationalisation of  Aid for Trade.

2006:  The  IF  Task  force  constituted by  the WTO Director  General 
proposes an Enhanced IF.

2006:  Aid  for  Trade  Task  force  submits  its  report  with  the 
recommendation at the WTO.

Source: CENTAD 2006. “Aid-for-trade: Win-win Strategy?” in Trading 
Up,  Vol.  2,  Issue  4,  p.  6,  Oct.-Dec.  2006.  Center  for  Trade  and 
Development, New Delhi, India.

19 IATP 2007, p.7
20 Kapoor, Sony (2006). Exposing the myth and plugging the leaks. Social Watch 2006. p. 17
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Examining the EU-ACP 
economic partnership agreements

Can aid for trade redeem a bad trade deal?

January 1, 2008 marked the advent 
of  a new regime governing trade between 
Europe and developing countries 
belonging to the Africa, Caribbean and 
Pacific (ACP) group.  This refers to the 
Economic Partnership Agreements (EPAs) 
that have been concluded or still being 
negotiated between the European Union 
and 76 developing countries – mostly 
former European colonies – that make up 
the ACP.  Europe has had a long history 
of  managed trade with the ACP, first as 
colonial sources of  agricultural and raw 
materials for European industries, then 
as neocolonies with “preferential access” 
to European markets for the export of  
basically the same set of  low value-added 
primary commodities: minerals, metals, 
fuels, and agricultural products such as 
bananas, sugar, cotton, cacao, tea, and so 
on.1  

1 GRAIN 2008. Asking hard questions about the EU-ACP EPAs. in Bilaterals.org, Biothai and Grain (eds.) 2008. Fighting FTAs: The growing resistance to 
bilateral free trade and investment agreements. pp. 63-65.

Photo: Arne Hoel/World Bank

EPAs between the EU and individual ACP countries 
or trade blocs within these regions.  The new EPAs 
are specifically intended to transform the trade 
relationship between the EU and the ACP from 
one based on “preferential access” to one based on 
“reciprocal” market access, i.e. that ACP countries 
must also open up to imports from Europe.  

“Development cooperation” between Europe 
and the ACP countries has been formalized in a 
series of  treaties starting with the Treaty of  Rome 
in 1959, followed by the Lome Conventions of  1975 
and the Cotonou Partnership Agreement signed 
in 2000.  Under the Cotonou Agreement, trade 
preferences granted by the EU to ACP countries 
expired last December 31, 2007 to be replaced by 

Paul Quintos
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The rationale invoked by the EU in pushing for 
EPAs is the need to comply with the rules of  the 
World Trade Organization (WTO).  Critics point out, 
however, that the EU can simply open up its markets 
to exports from the ACP countries without requiring 
the latter to reciprocate – and still comply with WTO 
rules which allows differential treatment between 
developed and developing countries.2  Moreover, 
GRAIN points out that the EU, like the US, has on 
many other occasions simply ignored WTO rulings 
against it when this was to its advantage.  

 
Nevertheless, the EU threatened to raise 

tariffs on imports from ACP countries that do not 
agree to a new EPA with Europe by the end of  
2007 – supposedly the deadline set by the WTO.  
This resulted in 18 African states and two Pacific 
countries (Fiji and Papua New Guinea) initialling 
interim EPAs with the EU plus the CARIFORUM 
(composed of  15 Caribbean countries) signing  a 
full-pledged EPA as a bloc by the end of  2007. The 
EU is aiming to clinch EPAs with the rest of  the 
ACP group within 2008.  

 
These EPAs are not only of  interest to their 

signatories. With over half  of  WTO member 
countries and a majority of  developing countries 
belonging to the ACP group, the conclusion of  
EPAs between the EU and the ACP countries can 
very well set the new standard for the multilateral 
trading system as a whole.  And a critical examination 
of  these EPAs reveal that they are institutionalizing 
an even more anti-development trading regime than 
what is currently being crafted in the WTO’s Doha 
Round.

The New Trading Regime according to EPAs3 
 
According to the text of  the EPAs initialled 

by 35 ACP countries in December 2007, these 

countries agree to eliminate tariffs on between 80 
percent and 98 percent of  imported goods from 
Europe over periods ranging between 0–25 years.  
Critics note that the transition periods vary not 
according to development needs of  ACP countries 
but on negotiating capacity and EU interests. Even 
LDCs which are not required to make tariff  cuts in 
the Doha Round are required to do so under these 
EPAs.  These EPAs therefore deny developing 
countries the option of  using tariffs as one means 
of  safeguarding food sovereignty, protecting new 
infant industries, and fostering industrialization as 
did the European countries during their period of  
industrialization.  

 
In the full EPAs signed by the Caribbean 

countries, up to 75 percent of  services sectors 
are to be opened up, ranging from accounting, 
telecoms, financial services, retail to medical and 
health services, and tourism.  Other ACP countries, 
including all African countries that initialled deals, 
have committed to negotiate on services during 2008. 
In the full EPAs, the signatory governments (with 
the notable exceptions of  Dominican Republic and 
Grenada) are largely prohibited from discriminating 
against foreign service providers compared to local 
companies. More importantly, they take away the 
full flexibility of  governments to regulate foreign 
companies in pursuit of  social goals such as 
ensuring universal access, addressing inequalities, or 
promoting local employment.  Furthermore, these 
EPAs lock-in governments to this liberalization 
policy as any modifications to these agreements 
must be agreed upon by Europe and the ACP.  

 
Further investment provisions in the Caribbean 

EPA vary substantially between countries but 
generally commit countries to open up non-services 
activities to foreign companies, including agriculture, 
forestry, mining, manufacturing, the transmission 

2 Oxfam (2008). Partnership or Power Play? How Europe should bring development into its trade deals with African, Caribbean, and Pacific countries. 
Oxfam International.

3 Summarized from Oxfam (2008). Partnership or Power Play? How Europe should bring development into its trade deals with African, Caribbean, and 
Pacific countries
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Table 1. Comparing Doha and EPAs

Area of 
negotiation

Doha Round proposals Full EPA (as initialled 
by the Caribbean)

Trade in agricultural 
and industrial 
products

Least-developed countries (LDCs) exempted from tariff cuts. 
Formula for cutting tariffs builds in some asymmetry for 
developing countries’ needs. Proposed Special Safeguard 
Mechanism and ‘Special Products’ would provide limited 
protection to vulnerable developing-country producers.

All ACP countries eliminate applied 
tariffs on 80–98 percent of trade with 
Europe. No sector exempted. Safeguards 
are weaker than the Special Safeguard 
Mechanism proposed at WTO.

Trade in services Developing countries are required to make further 
market access and national treatment commitments than 
currently made under GATS [General Agreement on Trade 
in Services], but least-developed countries are under no 
obligation to make further commitments this round.

Least-developed and developing countries 
make commitments that go substantially 
beyond existing GATS commitments in 
terms of opening and regulations.

Intellectual property Developing countries implement TRIPS [Agreement on 
Trade-related Intellectual Property Rights] by 2005; 
least-developed countries implement TRIPS by 2013.

Both developing and least- developed 
countries agree to level of intellectual 
property rules and mechanisms for 
enforcement far beyond TRIPS.

Investment Negotiations on an investment agreement were taken 
off the Doha agenda at the Cancun Ministerial in 
2003. Least-developed countries  have flexibility to 
introduce new measures that are inconsistent with 
the already existing TRIMS [Agreement on Trade-
related Investment Measures] agreement. These have 
to be notified and will be positively considered.

Far-reaching provisions beyond 
current WTO obligations require 
ACP to open up markets and treat 
foreign investors like local ones.

Competition Negotiations on competition were taken off the 
Doha agenda at the Cancun Ministerial in 2003.

Substantive commitments to enforce 
competition policies, including in 
the area of services trade.

Government 
procurement

A plurilateral agreement on government procurement 
exists, but no ACP country is a party to this agreement. 
Negotiations on further commitments in the area 
of transparency in government procurement 
were taken off the Doha agenda in 2003.

Substantive commitments on transparency 
and to negotiate subsequent opening 
of government procurement markets.

Aid-for-trade Europe has pledged €2B to help developing countries meet 
costs of adjusting to outcome of Doha negotiations and EPAs.

No additional commitments beyond 
those made at WTO, and part of 
the already committed European 
Development Fund [EDF].

Source:  Oxfam (2008). Table 1, p. 10
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and distribution of  electricity 
and gas, as well as government 
procurement.  They can 
potentially prevent governments 
from limiting the participation 
of  foreign companies in these 
sectors, or using taxpayers 
money to favor local firms, or 
imposing regulations such as 
performance requirements in 
pursuit of  national development 
goals.   The Caribbean EPA 
also restricts the use of  capital 
controls to an extent that goes 
well beyond IMF obligations, 
making Caribbean countries 
more vulnerable to financial 
crises.  While the Caribbean is the 
only region to have concluded 
an EPA with provisions on 
services and investment, other 
ACP countries have committed 
to negotiate similar provisions during 2008.  

 
While these EPA provisions tie the hands of  

Caribbean governments from regulating foreign 
investments from Europe, the latter makes no binding 
commitments to ensure that its companies transfer 
technology to host countries.  On the contrary, 
Europe has been pushing for expanded and stricter 
intellectual property rules in these EPAs, particularly 
with respect to digital content and biotechnology.  
Critics point out that such rules would have grave 
implications for access to education and sustainable 
agriculture, while favoring transnational corporate 
monopolies. 

 
Among the remaining ACP countries with no 

initialled EPAs, the LDCs now export to Europe 
under the Everything But Arms (EBA) initiative 
while Nigeria, the Republic of  the Congo, Gabon 
and seven Pacific countries follow the standard 
EU Generalized System of  Preferences (GSP).  
South Africa continues to export under its own 
free trade agreement (FTA) with the EU – the 

Trade, Development and Cooperation Agreement 
(TDCA).

 
Although 41 ACP countries have yet to agree 

to an EPA with the EU, their negotiating positions 
are already severely weakened as the latter can play 
one ACP country against another.  Indeed the 
existing EPAs undermine the goal of  South–South 
integration because the EU managed to include 
a ‘most favored nation’ (MFN) clause in EPAs 
requiring ACP countries to extend to Europe the 
benefits of  any deal that they might strike in the 
future with other countries.  The EPAs also undercut 
the negotiating positions of  developing-country 
coalitions in the Doha Round including the Group 
of  90 Developing Countries, the Least Developed 
Countries Group, and the Small and Vulnerable 
Economies Group. 

 
When reciprocity means greater asymmetry

 
But not only do these EPAs kick away the 

ladder of  development by depriving ACP countries 

Table 2. Estimated Gains/Losses due to EPAs

Region Effect on Standard 
EPA optioni

GSP 
optionii

GSP+250 
optioniii

ACPs Welfare, millions US$ -851 -459 -51

Real GDP millions US$ -183 -79 -9

Trade balance, 
millions, US$

-1223 234 26

Fiscal loss (%GDP) 0.7% 0.0% 0.0%

Regional Trade, 
millions US$

-407 60 7

EU27 Welfare, millions US$ 1638 376 49

Real GDP, millions US$ 71 33 $9
iDuty-free access to 80 percent of EU-sourced imports
iiUnder the Generalized System of Preferences for the non-LDC ACPs
iiiGSP option coupled with an option of adding 250 tariff lines as “sensitive products”

Source: Babula and Baltzer 2007, Table 2. p. 29
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of  strategic policy instruments – for raising the 
value-added of  domestic production, retaining a 
bigger share of  that value-added, and diversifying 
their economic base -- they also worsen the long-
standing asymmetric – between Europe and its 
former colonies.   Indeed, towards the end of  2007, 
76 ACP trade ministers issued a joint declaration 
‘deploring’ the pressure from Europe and stating that 
the ‘European Union’s mercantilist interests have 
taken precedence over the ACP’s developmental and 
regional integration interests’.4 

As it stands, over 25 percent of  all ACP exports 
are destined for Europe but these products account 
for a mere 2 percent of  Europe’s total imports.  
The ACP group accounts for over 12 percent of  
the world’s population but earns only two percent 
of  global income and over 300 million people live 
below poverty in the ACP regions.5   

 
With the EPAs in place, European transnational 

corporations (TNCs) gain greater access to ACP 
markets for their exports and investments.  In 

exchange, the EU commits to provide duty-free and 
quota-free access for almost all imports from ACP 
partners which is merely a marginal improvement 
over what is already in place under the Cotonou 
Agreement.  Rules of  origin and product standards 
– which are the real barriers to the entry of  imports 
from developing countries – remain restrictive in 
these EPAs.  Moreover, while forbidding the use of  
tariffs for protecting domestic producers, they allow 
the use of  subsidies which European governments 
continue to provide for their farming sector, whereas 
cash-strapped ACP governments simply cannot 
afford to do the same.6  

 
These EPAs are therefore highly skewed in 

favor of  Europe, particularly European TNCs 
operating on both sides of  the equator.  In fact, 
even with a  level playing field, ACP producers are 
not in a position to compete with European TNCs 
with vastly superior financial, technological and 
institutional advantages as well as state support in 
various guises (e.g. infrastructure, investment and 
trade promotion, etc.).  This is affirmed by empirical 

Table 3. Estimated Adjustment Costs to EPAs by Region (in million euros)

Region Fiscal 
Adjustment

Export 
Diversification

Employment 
Adjustment

Skills/Prod. 
Enhancement

Total Adjust. 
Costs

Central Africa 320 307 193 265 1,085

West Africa 925 682 416 690 2,713

East South Africa 775 702 375 630 2,482

Southern Africa 340 261 217 255 1,073

Caribbean 355 189 134 195 873

Pacific 210 175 82 175 642

Gross Total 2925 2316 1417 2210 8,868
Source: ODI and ECDPM (2008). Table 61, p. 105

4 “ACP ministers express concern over EPA negotiations” viewed at http://www.bilaterals.org/article.php3?id_article=10764
5 UNCTAD Handbook of Statistics http://stats.unctad.org/handbook/ReportFolders/ReportFolders.aspx?CS_referer=&CS_ChosenLang=en
6 Oxfam 2008.
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studies on the likely impacts of  EPAs.  
In reviewing 14 quantitative studies 
on the market and revenue effects of  
EPAs, Ronald A. Babula and Kenneth 
Baltzer of  the Institute of  Food and 
Resource Economics note that: 

 
“Generally, the GE [general 
equilibrium] studies that capture 
an expansive set of  direct and 
third country trade effects 
suggest that the EPAs will not 
be particularly beneficial to ACP 
regions and economies, and in 
fact may be more costly to ACPs 
than forgoing the option of  
EPA establishment and having 
LDC ACPs and non-LDC ACPs 
pursue EU market access under, 
respectively, the EBA initiative 
and GSP preferences... The EU 
economy appears a clear winner 
from EPAs, as ACPs gain little 
in terms of  additional trade to 
the EU, a market to which ACPs 
already enjoy liberalized access, 
and as the EU gains substantial 
access to ACP markets that are 
currently rather protected against 
EU-sourced products.”7

One particular study reviewed by Babula and 
Baltzer estimates that liberalization of  80 percent 
of  ACP trade with Europe would lead to a drop 
in aggregate domestic production in the ACP 
countries, a rise in imports of  manufactured goods, 
and a modest increase in the production and exports 
of  agriculture, food, and natural resource products.  
The net result would be losses in the ACP regions 
in the order of  $851 million, a decline in real GDP 
of  $183 million, an increase in the trade deficit of  

$1.2 billion and a decline in inter-ACP regional 
trade of  $407 million.  In contrast, the EU stands to 
increase its real GDP by $71 million and its welfare 
by $1.6 billion as a result of  EPA implementation.  
The same study estimates fiscal losses from EPA-
induced declines in tariff  collections ranging from 
-0.2 percent of  regional GDP for CARICOM, 
to -1.0 percent for the SADC, to -1.6 percent for 
Pacific ACPs.  The same GE analysis concluded 
that the EPA’s would be significantly more costly to 
the ACP countries than the alternative scenarios of  
the “GSP” option and the “GSP+250” options (see 
Table 2). 

 

Table 4. Expected revenues losses in selected EPA countries

Country
Hypothetical revenue ($000) on:

1st tranche share
All items being lib. 1st tranche items

Eastern and Southern Africa 

Comoros 3,508 0 0

Madagascar 32,643 13,631 42%

Mauritius 18,074 3,858 21%

Seychelles 142,874 141,748 99%

Zimbabwe 14,531 6,906 48%

Central and Western Africa

Cameroon 99,000 20,000 21%

C ôte d’Ivoire 139,000 83,000 60%

Ghana 162,000 153,900 95%

East African Community 2nd tranche items 2nd tranche share

Burundi 4,827 4,368 91%

Kenya 39,515 26,884 68%

Rwanda 3,019 2,144 71%

Tanzania 16,718 12,906 77%

Uganda 8,746 6,721 77%
Source: ODI and ECDPM 2008, Table 63, p. 107

7 Ronald A. Babula and Kenneth Baltzer (2007). Overview of Quantitative Analyses of Economic Partnership Agreements: Market and Revenue Effects of 
Liberalization of ACP Barriers and Enhanced EU Market Access. Institute of Food and Resource Economics. Copenhagen. pp. 7--8
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The following paragraphs address issues related to what the 
Paris principles on aid effectiveness could mean for EPA-related 
AfT.   There  is now a window of  opportunity to use these aid 
effectiveness processes (involving both EU and ACP countries) 
to make AfT delivery channels more efficient and effective.

 Ownership of  AfT strategies and policies by partner countries. 
First of  all it is up to the ACP countries and regional organizations 
to identify AfT priorities based on political choices and sound 
analysis of  existing bottle necks, opportunities and  required 
poverty  reduction  efforts.  However,  EU  donors’  procedures 
and  practices  are  not  conducive  to  full  ownership.  In  the 
case of  EDF in particular, effective and broad participation in 
defining  demands  on  the  ACP  side  and  the  depth  of   needs 
assessment are questionable, as often only a  few officials  in 
the  NAO/RAO  [National/Regional  Authorising  Offices]  know 
and participate fully in the programming process. In the case 
of  EC AfT activities,  consultations are mainly  conducted with 
government  agencies  and  regional  organizations  and  rarely 
with private sector and civil society stakeholders. The problem 
is aggravated by the fact that the NAO is generally located at 
the treasury or at planning ministries, and there is usually little 
or no involvement of  the trade ministry in mainstreaming the 
EDF process as part of  the PRSP [Poverty Reduction Strategy 
Paper].

 When deciding on how to deliver on  their AfT commitments, 
EU donors should consider devoting part of  the AfT funds to 
strengthening ownership, especially in the early stages of  the 
process.  Resources  could  support  both  capacity  building  in 
the ACP to design AfT demands and the domestic processes of  
mainstreaming owned AfT strategies and programs in PRSPs.

 Lack  of   ownership  risks  making  improvements  in  other 
dimensions  of   aid  management  useless  and  progress  in 
addressing such systemic weakness should be monitored as 
part  of   the  aid  delivery  processes.  For  instance,  ownership 
of   EPA-related  development  cooperation  by  ACP  would  be 
reflected by the number of  countries and RECs that effectively 
implement

 When deciding on how to deliver on  their AfT commitments, 
EU donors should consider devoting part of  the AfT funds to 
strengthening ownership, especially in the early stages of  the 

process.  Resources  could  support  both  capacity  building  in 
the ACP to design AfT demands and the domestic processes 
of     mainstreaming  owned  AfT  strategies  and  programs  in 
PRSPs.

 EPA-related  integration  and  trade  liberalization  strategies, 
and  on  the  emphasis  placed  on  joint  programming  of   all 
cooperation instruments (including the non-EDF EU and ACP 
country’s budget instruments).

 Alignment of  donors with the partner countries’ development 
strategies and instruments. Alignment will relate to (i) policy 
alignment, i.e. decisions on allocation and programming of  AfT 
on the basis of  national and regional policies (see ownership); 
and (ii) the use of  nationally and regionally owned instruments 
for  the  delivery  of   AfT.  Nationally  owned  instruments 
through  which  trade-related  development  support  may  be 
delivered could include instruments such as budget support, 
infrastructure  programs,  trade  facilitation  schemes,  income 
support programs, price support  in agriculture, SME Funds, 
Road Funds, National Development Banks, commercial private 
sector  funding  schemes,  etc.  Regionally  owned  instruments 
could be mechanisms such as the COMESA [Common Market 
for Eastern and Southern Africa] Fund or the EAC [East African 
Community]  Partnership  Fund,  as  well  as  the  Pan  African 
instruments  established  through  the  African    Development 
Bank, etc. EPA-specific mechanisms, or the establishment of  
EPA-specific windows within existing instruments, may be the 
preferred option for those countries who have or will sign an 
agreement.

 Harmonization  among  donors.  The  broader  the  scope  of  
AfT  interventions,  the  more  important  proper  articulation, 
definition and reporting of  the different initiatives will be. To 
be effective, all AfT activities by different donors and agencies 
within a single country should be designed in a holistic manner 
and under a coherent  framework. Hence  the  importance of  
basing  future  AfT  interventions  on  a  careful  analysis  of  
what  is already on  the  table.  This also  reveals  the  key  role 
of   coordination among different  implementing agencies and 
actors, including harmonization of  the practices, procedures 
and requirements of  various donors for an optimal connection 
with the beneficiary country’s PRSP.

Box 1.  Aid effectiveness and EPA-related aid-for-trade
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 Managing  for  results  and  strengthening  mutual 
accountability.  Both  parties  should  commit  to monitor  AfT. 
This  would  strengthen  mutual  accountability  and  should 
be  ensured  by  the  institutional  provisions  of   the  AfT 
programming frameworks. Building a monitoring mechanism 
into programming cycles to implement the EU AfT Strategy 
(including  EPA-specific  programs)  would  provide  tools  to 
evaluate  both  parties’  progress  in  mobilizing  adequate 
AfT  support.  Monitoring  should  both  be  quantitative  and 
qualitative as well as continuous (in  the case of  EPAs,  for 
example, it should last throughout the entire period of  the 
Agreement).  Monitoring  and  evaluation  provisions  within 
AfT  frameworks  should,  apart  from  indicators  like  Doing 
Business  performance,  also  lock-in  the  responsibility  of  
both donors and recipients for the sustainable mobilisation 
and  effectiveness  of   the  resources.  Establishing  joint 
indicators on progress, for example, would emphasize this 
mutual  responsibility  in  AfT  implementation,  including  the 
effectiveness  of   the  development  cooperation  institutions. 
The example of  the EDF monitoring system could serve as 
a model, with annual operational reviews, mid-term reviews 
and  end-of-term  reviews.  In  practice,  in  the  case  of   EDF, 
the mid-term review also provides an opportunity to adjust 
intervention  strategies  and  the  corresponding  financial 
resource allocations based on an assessment of  both needs 
and performance. This would be very  important given  the 
continuously evolving nature of  AfT needs.

There  is  widespread  consensus  that  the  effectiveness 
of   AfT,  including  from  the  EU,  falls  well  below  the  above 
benchmarks, as  identified  in  the Paris Declaration. EC aid, 
in particular, is hampered by inadequate delivery modalities 
and procedural bottlenecks  leading,  in many  instances,  to 
poorly  timed  and  inefficient  implementation  of   assistance 
programmes.  In  most  cases  this  depends  on  the  general 
nature  of   EDF  management.  But  in  certain  cases  the 
problem  is  aggravated  by  the  fact  that  the    assistance  is 
urgently  required  and  its  effectiveness  time-bound,  being 
related to trade negotiations, trade reforms and economic 
adjustment in recipient countries.

Source: ODI and ECDPM (2008), pp. 109-111

A study commissioned by the Commonwealth 
Secretariat estimates that EPA-induced adjustment 
costs related to compensation for loss of  tariff  
revenue, employment, production, and support for 
export development would roughly total €8.9 billion 
for all the ACP regions.8  

The Commission for Africa estimates that the 
continent needs at least an additional $20 billion 
a year for the next ten years just to upgrade basic 
infrastructure to competitive levels, apart from other 
costs associated with boosting competitiveness.9  

 
EPAs and Aid-for-trade (AfT)

 
The ACP countries are therefore faced with a 

massive resource gap.  But despite numerous formal 
requests from the ACP to include development 
support as part of  the EPA negotiations, the 
European Commission has adamantly refused, 
arguing that development assistance is already 
covered by the Cotonou Agreement through the 
European Development Fund (EDF).  Apart from 
the EDF, the European Commission claims that 
it does not have additional means at its disposal 
since it is not mandated by EU member states to 
enter negotiations or agreements on development 
assistance.  Moreover, the Commission argues that 
as the EPAs would be implemented gradually, attract 
investors, accelerate growth, improve customs 
procedures etc., the need for additional means would 
also decline over time.10  EU policy-makers therefore 
insist that there will be no additional financial envelope 
specific to EPA and that related adjustment costs 
could be addressed through increased effectiveness 
of  existing development support. 

 
Under pressure from similar discussions in the 

WTO to make more means available to finance trade 

8 Cited in ODI and ECDPM (2008). The new EPAs: comparative analysis of their content and the challenges for 2008. Available online at: www.odi.org.
uk/iedg/Projects/0708010_The_new_EPAs.html

9 Cited in Oxfam 2008, p. 19
10 CONCORD 2007. Financing EPAs : don’t expect EU Aid to right EPA wrongs. CONCORD Cotonou Working group Briefing paper.
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reforms, the EU made a promise at the end of  2005 
to increase the annual EU’s Aid-for-trade (AfT) 
expenditure to €2 billion by 2010, i.e. 1 billion by the 
EU Member States and 1 billion by the Commission.  
These are intended only for two categories of  AfT, 
namely, trade policy and regulations, and trade 
development needs.  No specific commitments 
have been made by the EU on the other four AfT 
categories: trade-related infrastructure, productive 
capacity, trade-related adjustment and other trade-
related needs.11

 
To take account of  the specific weaknesses and 

needs of  ACP countries, in parallel to the conclusion 
of  EPA negotiations, the EU made a commitment 
that around 50% of  the increase in trade-related 
assistance as part of  this Strategy will go to the ACP, 
on the basis of  policy and programming decisions 
at country and regional levels. In practice, compared 
to current spending, this should bring an annual 
increase of  € 300-400 million for trade-related 
assistance in ACP countries and regions.  However, 
so far these amounts are mere pledges in line with the 
EU’s AfT strategy.  No specific commitments from 
individual EU member states have yet been issued.  
Hence the only legally guaranteed EU AfT, including 
development support for EPA implementation, will 
come through the EDF, managed and implemented 
by the European Commission on behalf  of  EU 
member states.12   

 
The amount of  development assistance 

available to the ACP via the 10th EDF amounts to 
€ 22.682 billion for seven years (2008-2013), not 
all of  which can be spent on trade-related needs 
since the Cotonou Agreement is about much more 
than trade.  Indeed, any development resources 
from the 10th EDF that will be used for trade-
related spending will result in a reduction of  

support to other development objectives.  Even 
so, this is nowhere near the amounts needed to 
boost competitiveness of  ACP producers let alone 
compensate for the expected welfare losses resulting 
from the implementation of  EPAs.13  

 
The problem of  inadequate development 

financing is compounded by the serious delays 
between EDF programming and disbursement of  
aid judging from experience with previous EDF 
programs.14  This is a serious problem for most of  
the EPA signatories since their government revenues 
are expected to decline drastically during the early 
phases of  tariff  reduction.  

Conclusion
 
The EPAs between Europe and the ACP group, 

like other FTAs and the WTO agreements, reflect 
the economic and political power of  negotiating 
parties.  They take off  from highly inequitable 
initial conditions and dictate outcomes that worsen 
those asymmetries.   Aid-for-trade in this context is 
merely compensation for the punishment inflicted 
by these fundamentally skewed trade agreements on 
developing countries.  And much of  the discussion 
on aid-for-trade is confined to issues of  aid adequacy, 
timeliness and effectiveness, i.e. of  seeking ways to 
make the most out of  a bad deal.  

 
The problem confronting ACP countries, 

however, is not just the inadequacy of  aid, nor is it 
even access to foreign markets.  As in most of  the 
developing world, the countries’ productive resources 
are owned and controlled by local and transnational 
elites whose interests lay in maintaining their sources 
of  raw materials, cheap labor and captive markets.  
This is the challenge that civil society and people’s 
movements need to confront. 

11 Ibid.
12 ODI and ECDPM 2008
13 CONCORD 2007
14 see Table 64, p. 108 of ODI and ECDPM 2008
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Annex 1. EPA signatory states as of December 31, 2007

Members Signatory states in 
December 2007a

Countries falling 
into EBA/

standard GSP

Proportion 
of signatory 

countries

Number of 
liberalisation 

schedules
Eastern and 
Southern Africa 
(ESA) EPA

Comoros
Djibouti
Eritrea
Madagascar
Malawi
Mauritius
Seychelles
Sudan
Zambia
Zimbabwe

Comoros
Madagascar
Mauritius
Seychelles
Zimbabwe

Djibouti
Eritrea
Ethiopia
Malawi
Sudan
Zambia

45% 5

East African 
Community 
(EAC) EPA

Burundi
Kenya
Rwanda
Tanzania
Uganda

Burundi
Kenya
Rwanda
Tanzania
Uganda

- 100% 1

Southern Africa 
Development 
Community 
(SADC) EPA

Angola
Botswana
Lesotho
Mozambique
Namibia
South Africa
Swaziland

Botswana
Lesotho
Mozambique
Namibia
Swaziland

Angola 71% 2

Communauté 
Économique et 
Monétaire de 
l’Afrique Centrale 
(CEMAC) EPA

Cameroon
Chad
Cent. African Rep.
Congo
DR Congo
Eq. Guinea
Gabon
S. Tomé/Principe

Cameroon Chad
Cent. African Rep.
Congo
DR Congo
Eq. Guinea
Gabon
S. Tomé/Principe

12.5% 1

Economic 
Community 
Of West 
African States 
(ECOWAS) EPA

Benin
Burkina Faso
Cape Verde
Côte d’Ivoire
Gambia
Ghana
Guinea Bissau
Liberia
Mali
Mauritania
Niger

Côte d’Ivoire
Ghana

Benin
Burkina Faso
Cabe Verde b

Gambia
Guinea Bissau
Liberia
Mali
Mauritania
Niger
Nigeria
Senegal

13% 2
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Annex 1. EPA signatory states as of December 31, 2007 (continued)

Members Signatory states in 
December 2007a

Countries falling 
into EBA/

standard GSP

Proportion 
of signatory 

countries

Number of 
liberalisation 

schedules
ECOWAS EPA
(continued)

Nigeria
Senegal 
Sierra Leone
Togo

Sierra Leone
Togo

Pacific ACP 
(PACP) EPA

Cook Islands
Fed. Micronesia
Fiji
Kiribati
Marshall Islands
Nauru
Niue
Palau
Papua New Guinea
Samoa
Solomon Islands
Tonga
Tuvalu
Vanuatu

Fiji
Papua New Guinea

Cook Islands
Fed. Micronesia
Kiribati
Marshall Islands
Nauru
Niue
Palau
Samoa
Solomon Islands
Tonga
Tuvalu
Vanuatu

14% 2

Caribbean Forum 
(CARIFORUM)

Antigua/Barbuda
Bahamas
Barbados
Belize
Dominica
Dominican Rep.
Grenada
Guyana
Haiti
Jamaica
St. Kitts/Nevis
St. Lucia
St. Vincent/Grenadines
Suriname
Trinidad/Tobago

Antigua/Barbuda
Bahamas
Barbados
Belize
Dominica
Dominican Rep.
Grenada
Guyana
Haiti
Jamaica
St. Kitts/Nevis
St. Lucia
St. Vincent/Grenadines
Suriname
Trinidad/Tobago

- 100% 1

Notes:
(a)  Countries in italics are classified as LDCs. In the table compiled by the Commission (http://europa.eu/press 

ReleasesAction.do?reference=MEMO/08/15&format=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 Neither has played any part in the negotiation of EPAs, they are omitted here. 

(b)  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: ODI & ECDPM 2008. Table 1, pp. 6-7
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Given the fact that there exists a 
structural asymmetry in the multilateral 
trading system in favour of  developed 
countries, would aid-for-trade reinforce 
these imbalances or would it bring about 
a significant change in the current state of  
affairs? What do you think could be the 
benefits for recipient countries in the long 
run? 

That depends on many things, 
particularly on how developing country 
leaders manage the issue at the World Trade 
Organisation (WTO) and in their dealings 
with development banks and bilateral 
donors. The most visible part of  that 
management at the WTO has so far been 
unproductive and over-emphasised. On the 
other hand, much has been accomplished 
through the interface with development 
banks and bilateral donors. Aid-for-trade 
has considerable potential to advance 
development.

There is a view that aid-for-trade is, in 
effect, deflecting the focus away from the 
Doha negotiating mandate and onto Special 

Aid-for-trade: 

Bonanza for consultants, 
nothing for development 

J Michael Finger

Photo: Adam Rogers / UNCDF



The Reality of Aid

24

and Differential Treatment (S&DT). How do you 
view this concern? 

Negotiations on Special and Differential 
Treatment (S&DT) have no potential to advance 
development. Their capture of  what might have been 
a constructive discussion of  WTO implementation 
has been a step backwards for development. I will 
explain. 

Analysis of  the Uruguay Round outcome 
revealed an imbalance that was to the disadvantage 
of  developing countries. The implementation 
problem – bound commitments in exchange for 
unbound promises of  assistance – was one element. 
The other was that developing countries had given 
on intellectual property and other ‘new areas’ 
more than they got from developed countries on 
agriculture and textiles/clothing. 

This perception of  imbalance generated among 
WTO members a general sympathy to take up, in 
the next negotiation, issues of  particular interest to 
developing countries. Hence members accepted the 
label ‘Doha Development Agenda’. 

As to how this concern might be made 
substantive, Rubens Ricupero, then Secretary-
General of  UNCTAD, had earlier made an 
important suggestion: future proposals should 
include an implementation audit that would identify 
the specific investments needed to meet new 
obligations so that any agreement could include 
bound commitments to provide the needed support. 
Indeed, the idea might be retrofitted to the Uruguay 
Round agreements, to arrive at a concrete measure 
of  what might be needed to overcome this part of  
the Uruguay Round imbalance. 

In the Doha Declaration that opened the new 
round, WTO ministers stated that they “attach the 
utmost importance to the implementation-related 
issues and concerns”. They also called for a review 
of  special and differential treatment provisions 
“with a view to strengthening them and making 

them more precise,” but then allowed things to spin 
off  in an unproductive direction. 

Their decision on implementation ignored 
Ricupero’s suggestion. It did not call for identification 
of  the resources developing countries would need 
to meet WTO implementation requirements – and 
perhaps expand trade capacities more generally. In 
fact, ministers provided no work programme at all on 
implementation, only a work programme on special 
and differential treatment: “We endorse the work 
programme on special and differential treatment set 
out in the Decision on Implementation.” A work 
programme on S&DT falsely labelled a Decision on 
Implementation! 

On S&DT, they provided nothing new: 
unreciprocated market access concessions by 
developed countries, less rules obligations on 
developing countries, longer phase-in periods for 
obligations developing countries did accept. Such 
debate is diplomatic coup-taking, not development. 

There are, however, a lot of  useful things going 
on elsewhere. 

Operationalisation of  aid-for-trade would 
require cooperation and coordination of  
international development agencies in order to 
be effective. Also, there are several important 
concerns on aid-for-trade, including issues such as 
conditionalities, accountability and agenda-setting 
by donor countries. What instruments are needed to 
ensure that aid-for-trade is channelised effectively? 

If  Toyota announces the construction of  a 
new truck plant, many potential suppliers will come 
forward to offer their products and services. Should 
Toyota respond by asking the potential suppliers to 
get together among themselves and decide who will 
supply what to Toyota ? Of  course not. Managing 
suppliers is an important part of  what makes Toyota 
an efficient enterprise. In my experience, the first 
persons to call for ‘coordination and coherence’ of  
policies and programmes are the least knowledgeable 
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about what they are, least capable of  determining 
what they should be. 

Managing aid is a challenge for recipient countries 
and many have taken useful steps. Unfortunately, aid 
analysts more often cite these steps as evidence of  
the need for coordination rather than as evidence 
that recipient countries are capable of  doing it. 
Business schools in developing countries should do 
case studies on aid management and train developing 
country managers. 

Do you support a legally binding multilateral 
agreement on aid-for-trade? Do you think the WTO 
is an appropriate forum for such an agreement? 

What I support is irrelevant. WTO members 
have already rejected the idea. The WTO Task Force 
on Aid-for-Trade came after Ricupero’s suggestion 
for implementation audits, after several proposals 
had been tabled to create ‘platforms’ through 
which WTO legal obligations to implement and to 
provide assistance could be forged and linked. The 
task force recommendations  – endorsed by the 
General Council on October 10 – mention neither 
implementation audits nor such platforms. That is 
“No!” (To Pascal Lamy’s subsequent report of  WTO 
‘progress and momentum’ on aid-for-trade, I would 
ask: “What part of  ‘No!’ do you not understand?) 

Worse than not doing the right thing, the report 
goes on to actively do the wrong thing. In its list 
of  13 ‘major challenges/gaps’, 12 are administrative 
matters such as mainstreaming, linking mechanisms, 
monitoring, coordination, and coherence (resources 
for infrastructure and enterprise capacities, alas, 
rank no better than second-to-last on the list). Its 
flagship recommendation is an annual debate on 
aid-for-trade in the WTO General Council. This 
debate is to be supported by a published global 
review of  aid-for-trade by a new WTO monitoring 
body. The global report would draw on aid-for-trade 
reports from recipient countries (the OECD/WTO 
database lists 174 of  them), donor countries (the 

OECD/WTO database lists 27, plus the European 
Union), regional entities (the WTO web page lists 
33 regional agreements), international agencies (the 
WTO/OECD database lists 26), and the private 
sector. It’s a bonanza for consultants, nothing for 
development. 

The World Bank has been active in supporting 
infrastructure development projects, with an aim 
to tackling supply-side constraints. What is your 
evaluation of  the World Bank’s role in helping 
developing countries and Least Developed Countries 
(LDCs) to trade? What future role do you envisage 
for the Bank? 

The attitude reflected in the World Bank’s ‘Doing 
Business’ database is constructive. Aid-for-trade is 
aid for doing business. This motivation is widely 
shared and is critical to donor support as well as to 
effective use of  resources in recipient countries. The 
WTO/OECD database shows that aid-for-trade 
has increased significantly, and that there are many 
providers: 26 regional and multilateral international 
agencies, and 28 countries, including four developing 
and transition economies. Assistance to Least 
Developed Countries for infrastructure increased in 
2001-2004 by almost 70%. 

Given the ineffectiveness of  the WTO as a venue 
for addressing even the development problems 
created by the WTO’s Uruguay Round agreements 
– most recently demonstrated by the fact that this 
issue was not even addressed by the WTO task force 
charged with finding ways to operationalise aid-for-
trade – the development community should focus 
its efforts elsewhere to expand aid-for-trade. There 
is a lot going on elsewhere.

Source: from <http://www.centad.org/focus_37.asp>

Former lead economist and chief, Trade Policy Research 
Group, World Bank, J Michael Finger discusses the aid-for-
trade provision in an interview with the Centre for Trade & 
Development (CENTAD), No. 406, Bhikaiji Cama Bhavan, 
Bhikaiji Cama Place, New Delhi 110066
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Statement

Global aid for trade review 
(November 21-22)1

High-level officials, including Trade and Finance 
Ministers, the heads of  the WTO, World Bank, 
International Monetary Fund, UNCTAD and the UNDP, 
will be in Geneva from 20-21 November 2007, to attend 
the WTO’s first annual Aid for Trade Global event.

We the undersigned, call upon donors (both bilateral 
and multilateral) to ensure that any Aid for Trade 
arrangements, either currently being implemented or 
planned for the future apply the following principles:

Country-driven. Recipient nations should have a 
central role in the Aid for Trade decision process. Aid for 
Trade should be country-driven, involving local civil society 
and local small and medium businesses in determining 
priorities. This means: a) Aid for Trade programs should 
be structured from the premise of  local ownership, 
knowledge and participation so that trade strategies flow 
out of  locally-designed national development strategies; 
b) the structures for diagnostic, delivery and monitoring 
should ensure developing countries are free to use funds 
to enhance their capacities to advance their interests, 
regardless of  what the donors’ interests might be; c) Aid 
for Trade must not distort domestic spending priorities, 
and the recipient country should be able to define how 
much Aid for Trade as a share of  its total aid it should 
receive, especially if  there will be no additional funds 
over existing Official Development Assistance (ODA) 
pledges and d) “local ownership” also means that public 
oversight of  national plans and priorities for Aid for 
Trade is ultimately assured through taking such plans to 
the national Parliament or Congress for final formulation 
and approval.

Poverty-reduction, employment generation and 
gender equality emphasis. In practice, Aid for Trade 
should be focused on meeting the economic development 
needs of  smallholder farmers and other people struggling 
to overcome poverty. In establishing priorities and 

otherwise allocating funding, emphasis should also 
be placed on employment generation and promotion 
of  gender equality. A focus only on export industries 
and international markets will likely disadvantage poor 
producers, traders and entrepreneurs for whom domestic 
and regional markets might be more important and who 
are the backbone of  economic development within their 
nations and regions.

Provided without damaging conditions. Aid for 
Trade programs should not demand that recipient nations 
implement economic policy changes which are harmful 
to people living in poverty or the environment, including 
rankings and other policy assessments underpinned by 
biased views on the causal relationship between trade and 
investment liberalization and poverty.

Untied. Aid for Trade should not require the purchase 
of  donor country products or donor country businesses, 
contractors or consultants.

Non debt-creating. Consistent with the significant 
efforts to reduce the debt burden of  developing 
countries so more national income can be directed to 
social and productive expenditures, Aid for Trade should 
be provided in forms that do not create new debt. Ill-
supported claims about the relation between trade and 
growth and about the returns generated by trade-oriented 
projects led, too often, to the belief  that certain projects 
“would pay for themselves” and unwarranted increases in 
debt burdens. Even if  trade-related activities do generate 
proceeds it is more appropriate that they are used in the 
country, where they may generate a favorable “export-
investment” nexus, rather than paid as debt service.

Greater freedom and flexibility in sourcing technical 
assistance. Aid for Trade programs should enable 
recipients to tap more independent, objective sources of  
advice and support, rather than just those employed or 
endorsed by donor agencies. The availability of  a larger 

1 For questions and comments about this statement please contact Aldo Caliari, Center of Concern, at +001 202 635 2757 (email: aldo@coc.org).
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number of  different paradigms underpinning assistance 
will guarantee the benefits of  healthy competition 
among them and that programs are demand-driven. In 
this regard, calls for increased coordination should not 
be understood as supporting their “cartelization”, thus 
crowding out competition and diversity in approaches, 
and further reducing demand-driven choice.

Not be given as a “quid pro quo” in trade 
negotiations. At times, donor nations have used Aid for 
Trade as a bargaining chip in relation to seeking desired 
outcomes in particular trade agreements. Aid for Trade 
should be de-linked from trade negotiations, and made an 
ongoing part of  foreign assistance such that it is a more 
predictable, long-term support for development. Aid for 
Trade should be a complement, rather than a substitute, 
for the substantial reform towards truly development-
oriented and fairer trade rules.

Funding allocated for Aid for Trade should be 
additional to existing development aid. Donors should 
not shift resources away from traditional, long-standing 
commitments to meeting basic needs, on-going 
development projects, or general budgetary support. 
Rather, financial assistance for enhancing trade should 
be over and above existing levels of  aid. This also 
means acknowledging that only on the basis of  a clear 
definition of  what Aid for Trade does or does not entail 

can additionality be monitored. It is preferable that 
ongoing efforts to define the scope of  Aid for Trade do 
so narrowly, rather than run the risk of  it repackaging 
aid that was committed or would have been provided 
anyways as Aid for Trade in order to appear to meet Aid 
for Trade pledges.

Independent monitoring: donor countries or donor-
driven bodies should not be leading the monitoring 
exercise.

Disbursement channels for trade-related assistance 
need to be streamlined. Presently, current mechanisms 
are not able to meet the timeline many countries face in 
order to prepare for negotiations and to gear up particular 
sectors before implementing a new trade agreement.

Evaluation of  Aid for Trade programs should be 
transparent, ensure channels for participation of  the 
populations affected by the programs and provide for 
accountability of  the donor/s. They should also allow 
for outside scrutiny of  whether evaluations have been 
implemented. The shortcomings of  the Integrated 
Framework, found by two evaluations carried out with 
three years of  difference, should act as a cautionary tale 
of  what to avoid. Evaluation of  the social, economic 
and environmental effects of  Aid for Trade needs to be 
integrated into all proposals, delivery and monitoring 
mechanisms.

Signatory organizations (in alphabetical order)
ActionAid International
Africa Development Interchange Network (Cameroon)
Alliance Sud (Switzerland)
Anglican Consultative Council
Asociación de ONGs del Paraguay- POJOAJU
Association for Women´s Rights in Development
ATTAC France
Australian Fair Trade and Investment Network
Bank Information Center (USA)
Campagna per la Riforma della Banca Mondiale (Italy)
Center of Concern
Centro de los Derechos del Campesino (Nicaragua)
Church World Service
Christian Aid
CORDAID (The Netherlands)
Fastenopfer (Switzerland)
Foro Ciudadano de Participación por la Justicia y los Derechos 
Humanos (Argentina)
Haiti Reborn/Quixote Center (USA)
IBON Foundation, Inc. (Philippines)
Institute for Agriculture and Trade Policy
International Gender and Trade Network
International Presentation Association of the Sisters of the 
Presentation
Jubilee North West Coalition (USA)

Jubilee Virginia (USA)
Jubilee USA Network
Jubileo Perú
Justice, Peace & Integrity of Creation Office of the Wheaton 
Franciscans (USA)
Medical Mission Sisters’ Alliance for Justice
Nativity Catholic Church (USA)
NETWORK, A National Catholic Social Justice Lobby (USA)
New Rules for Global Finance Coalition
NGO Committee on Financing for Development
Norwegian ForUM for Environment and Development
Oxfam International
Public Services International
Realizing Rights - The Ethical Globalization Initiative
Red Mexicana de Acción frente al Libre Comercio (RMALC)
Social Watch
Solidarité (France)
Southeast Asian Council for Food Security and Fair Trade 
(Malaysia)
Southern Africa Human Rights NGO’s Network (Tanzania 
chapter)
Southern and Eastern Africa Trade Information and Negotiation 
Initiative
Third World Network
WIDE Network
World Wide Fund for Nature (WWF) International
Zenab for Women in Development (Sudan)
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Management Committee
Representing the African CSO partners
Meja Vitalice
African Forum and Network on Debt and Development (AFRODAD)
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Tel: 23-4-778531 and 23-4-747767
Email: vitalis@afrodad.co.zw
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Reality of Aid Secretariat
3rd Floor, IBON Center 
114 Timog Avenue, Quezon City
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Email: secretariat@realityofaid.org

Representing Latin American CSO partners
Ruben Fernandez
Asociacion Latinoamericano de Organizaciones de Promocion 
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Rue de La Linierre, 11, 1060
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Vice Chairperson/Representing Non-OECD country CSO 
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Brian Tomlinson
Canadian Council for International Cooperation (CCIC)
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The Reality of  Aid Project exists to promote national 
and international policies that will contribute to a new 
and effective strategy for poverty eradication, built on 
solidarity and equity.

Established in 1993, The Reality of  Aid is a 
collaborative, not-for-profit initiative, involving non-
governmental organisations from North and South.

The Reality of  Aid publishes regular and reliable 
reports on international development cooperation and 
the extent to which governments in the North and 
South, address the extreme inequalities of  income and 
the structural, social and political injustices that entrench 
people in poverty.

The Reality of  Aid Management Committee is 
chaired by Antonio Tujan, Jr. of  IBON International.

The International Management Committee is 
composed of  representatives from Ibon International, 
Canadian Council for International Cooperation (CCIC), 
African Forum and Network on Debt and Development 
(AFRODAD), Asociacion Latinoamericano de 
Organizaciones de Promocion (ALOP) and the European 
Network on Debt and Development (EURODAD).
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