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While in the early days of the European Union its trade relations with developing countries 

were strongly linked to colonial ties, today its web of different trade arrangements embraces 

the whole world. Keeping the presented glimpse on the historical, geographical and political 

aspects in mind, a gravity model is employed to evaluate the traditional pyramid of privilege 

and to further examine its ranking along the types of agreements that form the basis for EU-

developing country relations. The analysis follows a regional approach according to the 

categorisation by the DG Trade of the European Commission. A chilling finding for the period 

1990 to 2007 is that among recipients of general GSP provisions, African, Caribbean and 

Pacific states and especially the least-developed ones among them slipped from the top of the 

pyramid to its very bottom. Although the Lomé and Cotonou Conventions formally still present 

the most comprehensive agreements of the EU with developing countries, preference erosion 

seems to be a major threat. The fact that general GSP provisions show to be more beneficial 

than some combinations with promising PTAs underlines how little economic performance can 

be linked to . 
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Many events and circumstances  over time. Some prominent 

examples are the oil shocks in the 1970s, the collapse of the Soviet Union in 1991, the Yugoslav wars 

throughout the 1990s, the Millennium Declaration of 2000, successive EU enlargement or the global 

economic crisis starting in 2008. The period 1990 to 2010, following the lost decade  for development, 

constitutes the time span used for the empirical investigation of this paper. Coinciding with the fall of 

the Berlin Wall and the breakdown of the Soviet Union, a process was launched in which international 

institutions  ranging from the UN to the OECD, the World Bank and the IMF  worked together, 

resulting in the Millennium Development Goals (MDGs) as informally approved in 2002. These eight 

goals aim to substantially improve lives around the globe until 2015, with Goal 8 Develop a global 

partnership for development addressing official development assistance, debt sustainability and market 

access. The latter gained more and more importance in the international discourse, especially with 

respect to trade in agricultural products.  

Focusing on the channel of trade, the question to be asked is whether preferential trade agreements 

(PTAs) as presented by the EU really make a difference for developing countries. And if so, are there 

regions that benefit more than others ting preferential trade regime? 

In this paper, a gravity model is used to estimate the impact of PTAs with developing countries outside 

of Europe on imports to the EU for the period 1990 to 2010 and to evaluate whether the ranking within 

the E  pyramid of privilege changed over time, as did the approaches to development policy. For this 

purpose, PTA dummy variables were constructed, based on the agreements  

provisional application, not on the date of signing. In a second step, the different agreement types in 

place defining the basic trade relations with the EU are accounted for. 

The remainder of this paper is trade 

policies towards developing countries and some events relations with the developing 

world in chronological order, while section 3 follows a regional approach for discussing the data. 

Section 4 reviews some studies that examine PTAs using gravity models. Section 5 describes the 

methodology employed. Section 6 presents the results of the analysis and section 7 concludes. 

 

This section briefly reviews the historical background for PTAs granted to developing countries by the 

EU1 from the 1950s until 2010. Figure 1 shows a timeline, starting with the signing of the General 

Agreement on Tariffs and Trade (GATT) in 1948 and lasting until 2010. It depicts the increasing number 

of states (1) that became members of the EU, (2) that participated in GATT/WTO negotiation rounds, 



and (3) that belonged to the group of African, Caribbean and Pacific (ACP) states, whose relations with 

the EU are often seen as the core of EU development policy. It further highlights some of the events and 

circumstances, which have substantially influenced European policies towards different developing 

countries and regions as described below.  

Figure 1: Timeline 

 
* Number WTO members, not participants, ** Only trade provisions expired in 2007 

 

 

The 1950s: Foundation of the EU and the Beginning of Decolonisation 

Differences in ideologies and relative power of the EU member states shaped 

policy in general and its trade policy towards developing countries more specifically. In the early years 

of the EU2, France extensively exercised its power among the founding members. Its approach towards 

developing countries was implemented into Part IV (Art. 131-136) of the Treaty of Rome, regulating 

the relationship between (former) colonies of the member states and the EU. On the same time, its 

protectionist character was translated into the Common Agricultural Policy (CAP), which was already 

discussed in the Treaty of Rome (Art. 38-47) and became operational in 1962. 

The Treaty of Rome established a single Free Trade Area (FTA) between the member states of the EU 

and 22 countries and territories (Grilli, 1993), with the right for the latter to establish tariffs to protect 

infant industries and for revenue purposes. This non-reciprocal relationship, however, violated 

Article XXIV of the GATT, which formulates the principle of non-discrimination. Yet, it would take 

until the end of the millennium that the WTO would grant the EU an ultimate waiver until 2007 to 

negotiate reciprocal trade agreements for these countries to violate this principle no longer. 



The time of the foundation of the European Union coincides with the starting shot for African 

decolonisation. Whereas in 1957 there were only 4 independent States in sub-Saharan Africa , 33 newly 

independent states were formed between 1958 and 1968, of which many were former colonies of the 

member states and wished to maintain the preferential market access to and aid flows from the EU. As 

limited their economic choices and kept them tied to the former me

countries, either in terms of trade outle  

The 1960s: Decolonisation of Africa, Yaoundé and the CAP 

The European Union, by then consisting of six members, reacted to the rapid decolonisation of African 

states with the Yaoundé Convention, which was effective from 1964 to 1969 between the EU member 

states and the group of 18 independent Associated African and Malagasy States (AAMSs)4. It marks the 

shift from unilateral associationism towards the developing world to contractual agreements reached by 

negotiations. The single FTA generated by the Treaty of Rome was modified to practically 18 separate 

FTAs, as the AAMSs opted out of trading freely among themselves. 

different 

developing regions. Starting with olive oil in 1966, the CAP quickly covered most of the agricultural 

products which were important for the EU  from grain over rice to meat and milk , and practically 

isolated the EU  market for temperate-zone food products, which affected more than 50% of Latin 

American exports, while addressing only 4-5% of AAMS exports (Grilli, 1993; p.24, p.142).  

The 1970s: European GSP, two Oil Crises, the Entry of the UK into the EU, and Lomé I 

In 1968 the United Nations Conference on Trade and Development (UNCTAD) called for a Generalised 

System of Preferences (GSP), which was established by the EU in 1971 (UNCTAD, 2008). Under the 

GSP, developing countries were facing tariffs below the Most Favoured Nation (MFN) rates based on 

the principles of the GATT. However, quotas and ceilings for individual countries and products were in 

place until 1995. (Nello, 2009) Furthermore, the GSP only regulated exports of manufactures. As 

AAMSs (and later ACP states) mainly exported agricultural raw materials, food and beverage products, 

they were facing only small losses of preferences relative to non-associated countries.  

Eventually, in 1973 two events considerably changed t

developing countries in terms of content and geographical reach: the EU enlargement by Ireland, 

Denmark and most notably the United Kingdom, and the first oil crisis. The former principally led to 

the Lomé convention while the latter accelerated the establishment of a Mediterranean Policy. With the 



, the members of the Organisation of Petroleum Exporting Countries5 (OPEC) 

demonstrated the EU its dependence on imported energy. Consequently, Europe reactivated negotiations 

with developing countries, especially with African states.  was 

announced in 1972 and led to the conclusion of cooperation agreements with the Maghreb countries 

(Tunisia, Morocco, Algeria) in 1976, and with the Mashreq countries (Egypt, Jordan, Syria) in 1977. 

When the UK joined the EU, the number of states to negotiate with rose to 46. These formed the African, 

Caribbean and Pacific (ACP) Alliance, which considerably increased  bargaining power 

and consequently led to the recognition and implementation of claims in the Lomé convention of 1975, 

such as non-reciprocal trade preferences and the stabilisation of export revenues. However, Holland 

(2002) argues that although Lomé constituted the most structured relationship between the EU and the 

developing world, it failed to capture the poorest. By then, nine countries of the 48 least-developed 

countries (LDCs) listed by the UN were excluded from Lomé. Furthermore, textiles and clothing goods 

were not covered by the GSP but were regulated in Long Term Arrangements on Cotton and Textiles 

until 1973 and within the Multifibre Arrangements after 1974, which expired on 1 January 2005.  

Also non-preferential Commercial and Economic 

Cooperation Agreements were established with 

some Latin American and Asian States6, which 

could be ranked slightly above GSP treatment 

(Grilli, 1993, p. 151). 

The differential treatment of developing 

countries by the EU can be summarized in the so-

called pyramid of privilege (Figure 2). 

 

The 1980s Debt Crises, the Entry of Spain and Portugal into the EU, Lomé II & III 

The 1980s are also known as d lost decade  (Hulme, 2009). The newly created 

interdependence between the EU and developing countries 

dependence, when oil and non-oil commodity prices were to collapse and developing countries were 

facing a serious debt crisis. It would take until 1988 that the G7 decided upon a debt reduction initiative. 

For Latin America, the situation started to change with the entry of Spain and Portugal into the EU in 

1986. Trade between the EU and Latin America more than doubled between 1990 and 2005. The EU 

Figure 2: The Pyramid of privilege 



quickly became a major trading partner, mainly for agricultural products, transport equipment and 

energy, the second largest foreign investor and the major source of foreign aid (Nello, 2009, p.458). 

With Lomé II (1980-1985) and Lomé III (1985-1990) the number of negotiating parties increased from 

46 to 58 and 65, respectively. Nevertheless, due to the little bargaining power of ACP countries, 

Lomé II and III were not characterised by innovation.7  

 

The 1990s are characterised by a general break with traditional ways of thinking about development. In 

1990, the World Bank published a World Development Report reviewing the issue of poverty reduction. 

In the same year, the United Nations Development Programme (UNDP) presented its first Human 

Development Report (UNDP, 1990). It was a decade of reactivation of UN summits and conferences. 

However, the collapse of the Soviet Union, instability in the Mediterranean region and the first Gulf 

War of 1990-91 increased concerns over the fast growing rates of migration (Geoffrey, 2011). The start 

of the Yugoslav wars in 1991 additionally shifted wards transitional economies of 

Central and Eastern Europe -European developing world. For the European 

.  

Yet, the intensive coordination of agreements on development goals since 1995 between the IMF, the 

OECD, the UN and the World Bank eventually led to the Millennium Declaration, which was approved 

unanimously on 8 September 2000. (Hulme, 2009) 

Parallel to the international discourse on global development goals, the Uruguay Round of the GATT, 

which started in 1986, was concluded in 1994 with the formation of the World Trade Organisation 

(WTO). Whereas previous GATT rounds were primarily concerned with tariff reductions, the Uruguay 

Round was more ambitious, setting issues of particular importance to developing countries on the 

agenda. With 123 participants in the Uruguay Round, the majority were developing countries. It 

therefore found itself several times close to breaking down on the question of agriculture8. (Nello, 2009) 

The Mac Sherry reform of 1992 on the European CAP was a necessity to avoid the collapse of the 

Uruguay Round. The traditional CAP placed a minimum import price on foreign agricultural products, 

which led to constantly varying tariffs. Thus, external producers of agricultural products (mainly from 

developing countries) were facing the whole bunch of uncertainty. With the Mac Sherry reform, the 

price floor was transformed to regular tariffs, shifting parts of the price uncertainty to producers within 



the EU. Furthermore, payments for farmers were no longer directly based on the level of production but 

linked to land, aiming at reducing production surpluses, which have since then been dumped on world 

markets with the aid of export subsidies. 

Agriculture also gained importance in the area of European trade policy towards the ACP group. It was 

for the first time regarded as a main area of cooperation in the Lomé II (1980-1985) convention and 

gained recognition in Lomé III (1985-1990) and Lomé IV (1990-2000). However, all 48 states in Sub-

Saharan Africa were beneficiaries under Lomé IV, while islands states in the Pacific and Caribbean 

region were not all covered (Holland, 2002, p.52). 

Relations were also fostered with neighbours in the Mediterranean region. The Cooperation Agreements 

of the 1970s with the Maghreb and Mashreq countries were transformed into more comprehensive 

agreements starting with the launch of the Mediterranean Partnership (Barcelona Process) in 1995. 

Between 1998 and 2005 the agreements with Algeria, Egypt, Israel, Jordan, Lebanon, Morocco and 

Tunisia were replaced by Euro-Mediterranean Association Agreements, which aim at building FTAs for 

industrial goods within 12 years and gradual liberalisation of trade in agricultural goods and services.9 

Pending the outcome of the Uruguay Round, the second GSP scheme was amended several times and 

lasted until 1994. The new GSP scheme applied from 1995 to 2004. It dropped quotas and tariff ceilings 

on imports but focused on tariff modulation. Another modification to previous GSP schemes was the 

introduction of the concept of country-sector graduation (UNCTAD, 2008), i.e. if the share of imports 

of a certain product of a beneficiary country in terms of total GSP imports of this product exceeded 25%, 

it lost its corresponding preferences. Consequently, some products of emerging countries such as Brazil, 

China, India or Indonesia opted out the scheme. (Gillson and Grimm, 2004) 

 

Although the 1990s saw many changes in  development policy, -EU 

imports fell from 6.7 per cent i . Of these, roughly one third [were] 

imports from South Africa, and about a quarter [comprised , 2009, p.445).  

The EU tackled this issue with the Cotonou Convention, which is built on the three pillars 

(1) development, (2) politics, and (3) trade, with the objective to combat poverty. The first amendment 

of the Cotonou Agreement in 2005 states that  the Millennium Development Goals , in particular 

the eradication of extreme poverty and hunger, as well as the development targets and principles agreed 

in the United Nations Conferences, provide a clear vision and must underpin ACP-EU cooperation 

within this Agreement 10 



However, the trade provisions regulated by the Cotonou Agreement again violated WTO rules. Finally, 

the EU obtained a five-year waiver to negotiate Economic Partnership Agreements (EPAs) until 

31 December 2007, aiming to install reciprocal FTAs. By 2008, only the CARIFORUM, formed by 15 

Caribbean states, concluded an EPA with the EU. The Ivory Coast (West Africa) signed an interim EPA 

in 2008, followed by Cameroon (Central Africa), Mauritius, the Seychelles, Zimbabwe and Madagascar 

(Eastern and Southern Africa, ESA), Botswana, Lesotho, Swaziland and Mozambique (Southern 

African Development Community, SADC) and finally Papua New Guinea and Fiji (Pacific) in 2009. A 

FTA, which has been provisionally applied since 2000 and entered fully into force in 2004, regulates 

trade with South Africa.11 The remaining ACP countries did not sign anything. Failing to negotiate and 

implement EPAs means that the general GSP replaces special trade provisions. The study of Candau 

and Jean (2005) underlines that a successful negotiation and subsequent implementation of EPAs is of 

crucial importance for Caribbean and sub-Saharan non-LDCs, for which they find the strongest 

dependency on preferential market access. For sub-Saharan African LDCs

Everything but Arms (EBA) initiative, which was launched in the run-up to the Doha Round in 2001, 

may be more attractive. The EBA initiative, embedded into the GSP scheme, allows LDCs, as identified 

by the UN, to import to the EU duty-free and quota-free, with the exception of ammunition and arms 

and with transitional periods for bananas (2006), rice and sugar (2009). (UNCTAD, 2008) 

From January 2002 to December 2005, the EU granted preferential access to its market under the general 

arrangements of the GSP, the special arrangements for LDCs under the EBA initiative, and additionally 

under the new special incentive arrangements (1) for the protection of labour rights, (2) for the protection 

of the environment, and (3) to combat drug production and trafficking. Still, about half of all agricultural 

products were excluded from the provisions under the GSP, with the exception for countries covered by 

EBA, which aimed at eliminating all exemptions by 2009. (Gillson and Grimm, 2004) Following a WTO 

litigation brought in by India, the GSP was once more reorganised. The new scheme of 2006 more or 

less summarised the special provisions to promote labour rights, environmental stability and the fight 

against the Drug regime GSP Plus arrangements for sustainable development and good 

. Countries aiming to receive preferences under the GSP Plus scheme needed to become 

party to 27 specific international conventions (UNCTAD, 2008) on issues of the arrangements that 

preceded GSP Plus.  

The GSP scheme for 2006 to 2008 covered around 7200 products, which corresponds to an increase of 

about 300 products compared to the previous scheme. Of these, many were agricultural or fishery 

products (Nello, 2009). However, country-section graduation became stricter. While under the precedent 

scheme countries lost preferences if their share of imports among all GSP imports exceeded 25% for a 

certain product, this rate was reduced to 15%, and to 12.5% for textiles and clothing. (UNCTAD, 2008)  



In 2003, when the Cotonou Convention entered into force, also the CAP went through another reform, 

which is also known as the Fischler reform. It introduced the Single Farm Payment (SFP) scheme to 

further decouple payments for farmers from the level of production. Yet, whereas the CAP reform of 

1992 helped to conclude the Uruguay Round successfully, the Fischler Reform was not sufficient for 

similarly successful negotiations in the Doha Round, which often is referred to as the Doha Development 

Agenda. Export subsidies, tariffs on agricultural products and financial support for the domestic 

agricultural sector represent the main issues for agricultural trade negotiations. In 2003, the Cancun 

meeting failed, showing 

r and Nicolaïdis, 

2011, p.289). At the ministerial meeting in 2005 the EU stated that it would eliminate agricultural export 

subsidies by 2013, regardless of the outcome of the Doha Round. It further promised cuts in agricultural 

tariffs by more than 30% and offered to cut domestic support by 70%. However, it was assumed that the 

SFP was by then adequately decoupled from production such that it would be exempted from the 

obligation to reduce domestic support (Nello, 2009, p.423).  

The Doha Round was for the first time suspended in July 2006 over (1) US farm subsidies, (2) market 

access to the EU, especially for agricultural products and (3) big emerging economies falling short of 

improving market access. Negotiations resumed in April 2007 but once more collapsed in 2008. The 

situation did not significantly change until 2013. In the run-up to the Ministerial Conference of the WTO 

in Bali, the US if Bali shows that the WTO is not a viable forum 

for negotiations, bilaterals and plurilaterals will likely be the only avenue for trade negotiations. And 

this speaks, again, to the development goals. The loss of the WTO as a negotiating forum of course, 

(WTO, 2013). 

As of 2006, the EU was already negotiating on many bilateral and regional agreements, e.g. with 

ASEAN (Association of South East Asian Nations), Mercosur (Southern Common Market) and ACP 

countries. In theory, bilateral, regional and multilateral agreements can be in place and managed at the 

same time. However,  (Gillson and Grimm, 2004, p.4) 

increases complexity, makes coherence more difficult and hinders the multilateral process, as benefits 

for preference receivers would decrease with the number of countries to whom preferences are granted. 

ver the last decades the EU has built a complex web of preferential agreements that has come 

to encompass most of the planet  

Nicolaïdis, 2011, p.293). 

 

Eval pyramid of privilege is not as easy as it was 20 years ago. As of 2004, 

North Korea was the only country outside of any bilateral and multilateral trade relation with the EU 

(Gillson and Grimm, 2004). Preferential trade agreements are negotiated with groups of countries or on 



a bilateral basis. The groups of countries are formed either by the countries themselves to strengthen 

their bargaining power (e.g. Mercosur) or are defined by the EU, relating either to the degree of 

development (e.g. Everything but Arms, EBA), geography and/or political issues (e.g. Mediterranean, 

Andean Community), or to historical/colonial ties (e.g. ACP). These different approaches lead to 

overlapping groupings, making the situation even more complex. The DG Trade of the European 

Commission divides the majority of developing countries into 16 groups as listed in Table 1, where 7 

out of these 16 groups comprise ACP states. As one can expect that trade patterns with major oil 

exporting countries in the Middle East and North Africa are very different to trade patterns with other 

developing countries of the world, these are excluded from the sample. Additionally, Israel is dropped 

from the sample as it is considered as developed concerning trade and Turkey, as it is considered as 

candidate country since 1999. Lastly, the countries belonging to the regions of South Caucasus and 

Central Asia, which are Post-Soviet States and for which self-sufficient trade with the European Union 

is a relatively new phenomenon, were exempted from the sample.12  

 

The DG Trade , presenting, among 

others, a ranking of countries according to their import volumes to the EU. Excluding intra-EU trade, 

five countries accounted for more than 50% of EU imports in 2011. These are led by China (17.33%) 

and Russia (11.77%), which in 2011 overtook the USA (10.93%). Together with India (2.33%) and 

Brazil (2.24%), the BRICs   all ranked in the top 10  made up 33.68% of extra-EU imports in 2011. 

European Union in the World rts from 

developing countries, as specified within the GSP scheme, are strongly fuel driven, while the share of 

imports in textiles and clothing is particularly high for least-developed countries, as defined by the UN. 

Over the sample period, the shares of agricultural imports to the EU by region did not change drastically. 

Mercosur remained the biggest source of agricultural products with a share constantly above 35%. The 

picture of total trade, however, changed dramatically, with all, but one, regions experiencing falling 

shares. While Mercosur, ASEAN, and the Mediterranean accounted for 49% of imports within the 

sample in 1990, their share reduced to 27% in 2010. 

 

 



Table 1: Countries and Regions entering the Regression Sample 

No. Region Countries in the Sample 
DG 

133 

Sample 

102 

1 West Africa Benin, Burkina Faso, Cape Verde, Gambia, Ghana, Guinea, Guinea-Bissau, Ivory Coast, Liberia, Mali, Niger, Senegal, 

Sierra Leone, Togo 

16 14 

2 Central Africa Cameroon, Central African Republic, Chad, Congo (Rep.), Congo (Dem. Rep.), Equatorial Guinea, Gabon*, Sao Tome and 

Principe 

8 8 

3 ESA Comoros, Djibouti, Eritrea, Ethiopia, Malawi, Madagascar, Mauritius, Seychelles, Zambia, Zimbabwe 12 10 

4 EAC Burundi, Kenya, Rwanda, Tanzania, Uganda 5 5 

5 SADC Angola*, Botswana, Lesotho, Mozambique, Namibia, Swaziland 7 6 

6 Caribbean Bahamas, Barbados, Belize, Dominica, Dominican Republic, Grenada, Guyana, Haiti, Jamaica, St. Lucia, St. Vincent and the 

Grenadines, St. Kitts and Nevis, Suriname, Trinidad and Tobago 

15 14 

7 Pacific Fiji, Kiribati, Papua New Guinea, Samoa, Solomon Islands, Tonga, Vanuatu 15 7 

8 Andean Community 

of Nations 

Bolivia , Colombia , Ecuador*, Peru  4 4 

9 Central America Costa Rica , El Salvador, Guatemala , Honduras, Nicaragua, Panama 6 6 

10 Mercosur Argentina , Brazil , Paraguay , Uruguay  4 4 

11 ASEAN Cambodia, Laos, Malaysia , Philippines , Singapore, Thailand , Vietnam 10 7 

12 Mediterranean Egypt, Jordan, Lebanon, Morocco, Syria, Tunisia 11 6 

Regions excluded:    

13 South Caucasus Armenia, Azerbaijan, Georgia (Post-Soviet States) 3  

14 Central Asia Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, Uzbekistan (Post-Soviet States) 5  

15 Gulf region Bahrain, Kuwait*, Oman, Qatar*, Saudi Arabia*, United Arab Emirates* (major oil exporting countries) 6  

16 Western Balkans Albania, Bosnia-Herzegovina, Croatia#, Former Yugoslav Republic of Macedonia, Montenegro, Serbia (European countries) 6  

Other countries included:    

17 SAARC Bangladesh, Bhutan, India, Maldives,  Nepal, Pakistan , Sri Lanka, Afghanistan  7 

18 Others China, Chile  , Macao SAR (China), Mongolia  4 

ESA Eastern and Southern Africa, EAC East African Community, SADC Southern African Development Community, ASEAN Association of South East Asian Nations, SAARC South Asian 

Association for Regional Cooperation; Regions 1-7 comprise ACP countries 
* OPEC members: Iraq, Iran, Kuwait, Saudi Arabia, Venezuela (1965); Qatar (1961), Indonesia (1962-2008), Libya (1962), United Arab Emirates (1967), Algeria (1969), Nigeria (1971), 

Ecuador (1973-1992, 2007), Gabon (1975-1992), Angola (2007) 

Members of the Cairns Group (Coalition of agricultural exporting nations)in 1990: Argentina, Australia, Brazil, Canada, Chile, Colombia, Fiji, Hungary,  Indonesia, Malaysia, New Zealand, 

Philippines, Thailand, Uruguay; Paraguay (1997), South Africa (1998), Bolivia, Costa Rica, Guatemala (1999), Pakistan (2005), Peru (2006); Hungary and Fiji were founding members of 

the Cairns Group but withdrew in 1998 and 2005, respectively 
# Croatia was taken from the list of Western Balkan states after its accession to the European Union in 2013.



Real imports from all ACP states experienced major increases from 1993 onwards, most notably West 

Africa and Central Africa. ESA, EAC and the Pacific region show very similar developments, although 

on different scales. The Caribbean was following the same trends until 2003, when its imports to the EU 

increased at a much faster pace. Clearly outstanding is the SADC15. While in the 1990s it showed import 

levels close to those of the Pacific region, its imports increased tremendously from 1998 onwards, 

overtaking all other ACP regions  lastly West Africa in 2004. This increase coincides with the 

provisional application of the FTA between the EU and South Africa16, with which Botswana, Lesotho, 

Namibia and Swaziland form the Southern African Customs Union (SACU). 

Imports from DG Trade regions outside ACP are of a much higher scale. Just like the ACP groups, all 

these regions show major increases starting in the mid-90s and a peak in imports in 2008. In 2011, 

imports of ASEAN states mainly stem from Malaysia, Singapore and Thailand. Imports from Mercosur 

originated to 74% from Brazil. Imports from the Mediterranean amount to less than half of 

import volumes and originated to 88% from Tunisia, Egypt and Morocco. Colombia and Peru accounted 

for 83% of all imports from the Andean Community. With 72% of all imports from Central America, 

Costa Rica is its major exporter to the EU. (European Commission, 2012b) 

In terms of real GDP, the sample countries showing only bilateral relations with the EU take again the 

lead, both in absolute terms as well as in GDP growth. Within this group, each of the eleven countries 

experienced GDP growth, but while in 1990 China accounted for 44.45% and India for 40.68% among 

them, these numbers changed to 72.22% and 20.51%, respectively, in 2010. 

Looking at total population of the EU it seems that it stays more or less stable on a natural basis and 

only grows through the accession of new member states. In addition, the share of rural population shows 

two stepwise increases with the EU enlargements in 2004 and 2007, being at the level of 26.5% in 2010. 

Further, the share of agriculture in employment rose from 4% to 5.5% in 2004 and to 7.5% in 2007 

(Nello, 2009, p. 298). By contrast, the developing countries entering the sample grew by more than a 

billion people over the same time. Over the sample period, China accounts for 33%, India for 27% and 

the remaining 100 countries in the sample for 40% of total population. However, the share of rural 

population decreased faster in China from 73.6% in 1990 to 52.1% in 2010, compared to India, whose 

share decreased from 74.5% to 69.4% during the same. 



 

Having gained a picture of the evolution of imports, as well as of factors that specify economic size, this 

section discusses the regional approach17 and the 

multilateral negotiations on the one side and its concept of regionalism and its bilateral relations with 

selected countries on the other side (Geoffrey, 2011). 

The group of ACP states splits up to seven regions, where five of them are in sub-Saharan Africa, one 

in the Caribbean and one in the Pacific. According to the European Commission, this breakdown should 

help to facilitate Economic Partnership Agreement (EPA) negotiations following the expiry of the trade 

provisions under the Cotonou Agreement18. 

The region of West Africa consists of 16 countries, i.e. the Economic Community of West African States 

(ECOWAS) plus Mauritania19. ECOWAS is again split up into two main groups, practically separating 

the French speaking from the English speaking countries.20 West Africa as a whole accounts for about 

40% of total trade between the EU and the ACP group. But 80% of all its exports to the EU can be 

associated with only three countries, namely Nigeria, which is a major oil exporting country and thus 

excluded from the sample, Ghana and the Ivory Coast. An interim EPA was signed with the Ivory 

Coast21 in 2008, while the one set up with Ghana has not been signed yet. Ghana and the Ivory Coast 

are the two largest cocoa exporters in the world. In addition, three out of the four main African cotton 

producing countries, namely Benin, Burkina Faso and Mali (Nello, 2009), belong to West Africa.  

Imports from Central Africa consist to about 70% of oil, with all countries, except the Central African 

Republic, exporting oil to the EU. An interim EPA22 is provisionally applied since August 2014. 

Eastern and Southern Africa (ESA) is the geographically most diverse region in Africa, ranging from 

islands in the Indian Ocean (Comoros, Madagascar, Mauritius and Seychelles), to countries that form 

the Horn of Africa (Djibouti, Ethiopia, Eritrea Somalia and Sudan) and Malawi, Zambia and Zimbabwe 

in the south of Africa. Although negotiations for an interim agreement establishing a framework for an 

EPA23 were concluded with Comoros, Madagascar, Seychelles, Zambia and Zimbabwe by the end of 

2007, it is only provisionally applied for the latter four since May 2012.24  



The East African Community (EAC) is an African exception concerning regional integration. It 

established a Customs Union by 2005, having achieved the abolition of internal tariffs by 2010. Imports 

from this region primarily comprise agricultural products. Framework EPAs have not been signed yet. 

The region of the Southern African Development Community (SADC) partly overlaps with Central 

Africa and ESA. Consequently, EPA25 negotiations within this group are undertaken with seven 

countries only. Within the SADC, five countries, namely Botswana, Lesotho, Namibia, Swaziland and 

South Africa26, form the Southern African Customs Union (SACU), for which duties are mainly 

collected by South Africa and redistributed among the members. In 2009, Botswana, Lesotho, 

Mozambique and Swaziland signed an interim EPA but did not ratify it until today.  

The Caribbean is the only region, with which a European Partnership Agreement (EPA) was concluded 

within the 5-year waiver of the WTO. The Caribbean Community (CARICOM) together with the 

Dominican Republic forms the Caribbean Forum (CARIFORUM), comprising 15 members that aim to 

install a FTA. The EPA is provisionally applied since December 2008. 

Only six countries belonging to the Pacific region are WTO members, namely Fiji, Papua New Guinea, 

Samoa, Solomon Islands, Tonga and Vanuatu, with Samoa and Vanuatu becoming members as late as 

2012. Unfortunately, only these six countries, plus Kiribati, enter the database, due to lack of data. EPAs 

with Papua New Guinea and Fiji are provisionally applied since December 2009 and July 2014, 

respectively. Exports to the EU comprise for the most part palm oil, coffee, coconut, and fish products. 

Relations to Asia and Latin America are strongly fragmented, using multiple institutional frameworks, 

and were for a long time of limited scope. Even though the GSP scheme of 1971 promised a fairer 

bottom of the pyramid of privileges, outranked by the preferences offered to the ACP, the Mediterranean 

states, the Gulf and even , p.54) throughout the 1980s. 

protectionism and the CAP made the EU inflexible for negotiations and hampered trade cooperation 

with Latin America. On a sub-regional level, trade relations with Latin America are divided into the 

Andean Community, Central America and Mercosur.  

In the early 1990s the European GSP was extended to combat the production and trafficking of drugs, 

whose beneficiaries initially were Bolivia, Colombia, Ecuador, and Peru  the countries forming the 

region of the Andean Community (formerly: Andean Pact). Since then, these countries receive special 

treatment within the GSP, and today within the GSP Plus scheme. Fuels and mining products on the one 

hand and agricultural products on the other make up about a half xports 

to the EU, respectively. Since 1998 a Framework Agreements on Cooperation is in force, which replaced 



a non-preferential Agreement on commercial cooperation from the 1980s. Additionally, a trade 

agreement with Colombia and Peru is provisionally applied since August and March 2013, respectively, 

aiming to install a comprehensive FTA. 

Office and telecommunication equipment make up about a half of EU imports from Central America, 

another third comprises imports of agricultural products. It is only recently that EU imports from Central 

America are growing. A rise in imports is expected through a comprehensive Association Agreement, 

whose trade matters have been provisionally applied for Nicaragua, Panama and Honduras since June 

2012, for Costa Rica and El Salvador since October 2013 and for Guatemala since December 2013. 

The agricultural sector represents about half of EU imports from Mercosur27, which was established in 

1991. Venezuela joined Mercosur in 2012. In 2001, Brazil accounted for 37% of total trade between the 

EU and the Latin American region. It is the biggest and fastest expanding exporter of agricultural 

products to the EU. In 1982, a Framework Agreement replaced its Trade Agreement for Cooperation. 

In the early 1990s, similar agreements with the remaining Mercosur states entered into force, which, 

together with provisions under the GSP Plus scheme, regulate trade relation. Trade provisions under the 

Interregional Framework Cooperation Agreement with Mercosur have been provisionally applied since 

1995 and entered fully into force in 1999. 

Preferential treatment for ACP states has significantly eroded since 1989, while Asia  though not being 

recipient of preferential treatment  had by far out-performed ACP states. Although France, Great 

Britain, Portugal and the Netherlands had colonies in Asia, their relations have not been cultivated. Still, 

Asian economies developed impressively, such that already in the 19

and, 2002, p. 60), 

which might be the main reason, why no single Asian country became party to the Lomé Convention. 

The EU divided Asia into four regions, of which only one, namely the Association of South East Asian 

Nations (ASEAN), enters the empirical investigation of this work. It is formed by Brunei Darussalam, 

Burma/Myanmar, Cambodia, Indonesia, Laos, Malaysia, the Philippines, Singapore, Thailand, and 

Vietnam, and represents the third largest trading partner of the EU. In 2000, three quarters of ASEAN 

exports to the EU comprised electronics, manufactures, textiles and clothing, while only 20 years earlier 

two thirds consisted of raw materials (Holland, 2002, p.164). In addition to the EU-ASEAN dialogue, 

the EU is negotiating FTAs with Singapore, Malaysia and Vietnam. The remaining three regions in Asia 

were excluded from the database, i.e. the South Caucasus and Central Asia, for which self-sufficient 

trade with the European Union is a relatively new phenomenon, and the Gulf region for the reason of its 

oil exports. 



Until 2010, when the Arab Spring heralded a period of civil uprising and eventually civil war in some 

countries, the Mediterranean region could exploit its strategic importance and its geographical 

proximity to Europe. In economic and political terms, cooperation with the Mediterranean ensures gas 

and oil supply, secures supply routes, opens possibilities for a new export markets and lowers the 

pressure of migration from Africa (Geoffrey, 2011). The Mediterranean region encompasses eleven non-

European parties encircling the Mediterranean Sea: Morocco, Algeria, Tunisia, Libya, and Egypt in 

Africa, with Algeria and Libya being MENAP oil exporting states; and Israel, the Occupied Palestinian 

Territory, Jordan, Lebanon, Syria, and Turkey in Asia. With all but two states, namely Syria and Libya, 

Mediterranean Association Agreements are in force, establishing over a transitional period of 12 years 

a FTA in goods with the EU. Further, all but Algeria and Libya have signed bilateral agreements with 

Turkey, which is trading with the EU within a customs union, established in 1995. Preceding the 

Association Agreements, Cooperation Agreements were in place  and still is, with partial suspension, 

for Syria. These Cooperation Agreements allowed quota and duty free imports to the EU, with ceilings 

for these provisions levied on some products and exceptions for the agricultural sector.28 

In addition to the countries that enter the database through DG Trade regions, the sample encompasses 

eleven countries for which no such grouping exists, including three of the BRICs. Brazil is the only 

BRIC country belonging to a regional grouping, namely Mercosur. Russia29, for which a Partnership 

enter the sample due to its dominance of crude and refined oil, and gas in European imports.  

Trade relations with China were for the first time regulated in a Trade Agreement of 1978, followed by 

an EC-China Trade and Cooperation Agreement30 in 1985. This agreement is of a reciprocal but non-

preferential form, arranging reciprocal most-favoured-nation (MFN) treatment. Further, it states that 

although aiming at the expansion of trade, a balance in trade is needed and that in case of imbalance a 

Joint Committee should be tasked with its examination. However, it is already long ago, that the EU 

could think of a trade balance with China. While the EU (15) could report a surplus in trade in the 1980s, 

it had shown a trade deficit of 128 billion euros in 2006 (Nello, 2009, p.457). In 2011, China accounted 

and 31.9% in textiles.31 Still, this Trade and Cooperation Agreement remains the main legal framework, 

though facing practically annual amendments especially with respect to trade in textiles.  

Trade between the EU and India de facto grew from 4.4 billion euros in 1980 to more than 46 billion 

euros in 2006 (Nello, 2009, p.457) without the help of PTAs. Although India was a British colony until 

1947, it was neither a party of the Lomé convention, nor of the Cotonou convention. The Commercial 



Cooperation Agreement of 197432 confirmed MFN treatment on both sides. It was replaced by a wider 

ranging Cooperation Agreement in 199433. India is also the central economy of the South Asian 

Association for Regional Cooperation (SAARC). It was formed in 1985 by Bangladesh, Bhutan, India, 

the Maldives, Nepal, Pakistan and Sri Lanka34 to promote economic and social progress in South Asia. 

Their exports to the EU mainly comprise textiles and clothing products.  

The remaining three sample countries not entering any DG Trade grouping are Chile, Macao SAR 

(China) and Mongolia, with the latter two taking the places 140 and 144, respectively, in the ranking on 

EU import volumes. (European Commission, 2012b) Relations with Chile started with a Framework 

Agreement for Cooperation35, effective in 1991, within which the parties did not grant preferential but 

MFN treatment. This agreement was replaced in 1996 by a Framework Cooperation Agreement36. 

Finally, in 2005 an Association Agreement37 entered into force, establishing a FTA with the EU, 

reaching full trade liberalisation within 10 years.  

By taking a geographical approach, this section described some similarities and differences in trade 

patterns of regions as categorised by the DG Trade. However, it also showed that although the web of 

preferential and non-preferential trade agreements of the EU covers almost the entire developing world, 

there are only few types of agreements in place, which shall shortly be described in the next section. 

 

Despite a huge number of trade agreements on selected products38, relations of the EU with developing 

countries are more and more embedded into agreements of wider scope. Agreements that regulate 

relations with countries of this sample can be classified into five types: (1) Commercial Cooperation 

Agreements, or Trade and Economic Cooperation Agreements, (2) Cooperation Agreements, 

(3) Framework Agreements for Cooperation, (4) Association Agreements, and (5) the Lomé and 

Cotonou Convention, where the latter constitutes a Partnership Agreement.39 

Trade and Economic Cooperation Agreements usually incorporate a MFN clause, state the commitment 

of both parties to protect human rights, but mainly focus on fostering trade, and provisions for financial 

and technical cooperation. Between 1990 and 2010, agreements of this type were only in place in Asia. 

From the mid-90s onwards these were replaced by Cooperation Agreements in some states within the 

South Asian Association for Regional Cooperation (SAARC).  



These Cooperation Agreements have formed the basis for economic relations with the Mediterranean 

since the 1970s and with the ASEAN, Central America and the Andean Community since the 1980s. 

They, too, establish MFN treatment. However, in addition to commercial and economic cooperation 

matters and the formation of a Joint Cooperation Committee, they encompass an article on development 

40. Agreements of this type still 

constitute the main basis for trade relations with ASEAN. However, during the late 1990s agreements 

with Central America and the Andean Community were replaced by so-called Framework Agreements 

for Cooperation. Relations with countries of the Mediterranean region  with the exception of Syria  

were transformed into Association Agreements. 

In comparison to the preceding Cooperation Agreements, Framework Agreements for Cooperation show 

a wider and deeper scope of cooperation. The Agreements with Central America and the Andean 

Community are ess

areas of common interest, particularly the economic, financial, commercial, social, science and 

41. Yet, development cooperation, most notably in the areas of 

agriculture, health, or the combat against drug abuse, is ranked behind any economic issues.  

The Euro-Mediterranean Association Agreements are in-depth cooperation agreements, establishing the 

progressive liberalisation of goods, services 

gradually establish a free-trade area over a transitional period lasting a maximum of 12 years starting 

from the date of the entry into force  in conformity with [ ] the 1994 General Agreement on Tariffs 

42. Although implementing free trade is at the core of the relationship, it is introduced by a 

chapter on political dialogue to ensure a long-lasting sustainable relationship, which shall contribute to 

prosperity and stability within the Mediterranean region. Clearly, the Arab Spring thought us otherwise. 

The relationship between the EU and Mercosur also changed  from Trade Agreements to Framework 

Agreements for Cooperation in the 1990s, followed by an Interregional Framework Cooperation 

Agreement, which was applied provisionally for four years until it entered fully into force in 1999. 

Again, there is a clear focus is on trade and economic cooperation, while education, communication or 

combating drug trafficking are mentioned   

While the inclusion of non-economic issues in relations between the EU and developing countries is a 

relatively new phenomenon for most developing regions, it has a long tradition in relations with ACP 

states. In Lomé (Art.1) the EU and ACPs formulate their aim to consolidate and diversify their relations 

. With the Cotonou Convention, the EU takes a far more moral position by declaring 



the objective of this Partnership Agreement to be centred on the reduction of 

the objectives of sustainable development and the gradual integration of the ACP countries into the 

43. The importance of development issues is even more pronounced in its first revision 

of 2005, which , in particular the eradication of 

extreme poverty and hunger, as well as the development targets and principles agreed in the United 

Nations Conferences, [to] provide a clear vision [that] must underpin ACP-EU cooperation 44.  

Agreements with the ACP region have historically always been more ambitious, and concerning trade 

de-facto non-reciprocal in nature. After 50 years of EU-ACP relations, however, this should 

substantially change. In accordance with a WTO waiver, Article 37 of the Cotonou Agreement sets a 

deadline for the negotiation of Economic Partnership Agreements (EPAs) aiming at reciprocal trade 

liberalisation. Starting in September 2002, the EU fixed a preparatory period until 31 December 2007, 

after which non-reciprocal trade provisions shall no more apply. Yet, only one EPA is provisionally 

applied for the CARIFORUM states since December 2008. Interim agreements to establish EPAs are 

provisionally applied for Cameroon (August 2014), ESA states (May 2012), Fiji (July 2014) and Papua 

New Guinea (December 2009). It would be highly interesting to evaluate the effect of the expiry of trade 

provisions for ACPs, as in theory, they would drop from the top of the pyramid of privilege to its bottom, 

finding themselves among countries for whom only GSP applies. This is not an easy task, though, as the 

expiry of trade provisions within the Cotonou Agreement coincides with the world food price crisis in 

2007/08 and the global economic and financial crisis starting in 2008. 

Formally, trading patterns with developing countries since 2000 are characterised by reciprocity in 

provisions, except for LDCs, which are assumed not to be able to cope with or timely adjust to market 

competition (Holland, 2002). For these countries, the EBA initiative of 2001 allows for non-reciprocal 

duty-free and quota-free exports to the EU, except for ammunition and arms. Many regard the EBA 

initiative as a potentially ground-breaking arrangement. However, since there are many LDCs within 

the Cotonou Agreement, the given choice of frameworks may substantially decrease the willingness of 

LDCs to negotiate EPAs after the expiry of the trade provisions under the Cotonou convention.  

 

In general, the effect of trade preferences granted to developing countries by a third party should be 

an increase in export volumes. This increase may result from either trade creation or trade diversion. 

Given the former, developing countries can better compete with domestic producers of the importing 

country  here the EU  and welfare shifts from the domestic producers and the governments of the 

preference granting area to the developing countries, which receive trade preferences. Yet 

simultaneously, trade preferences are a price advantage for the preference-receiving region compared to 



other countries not receiving trade preferences. This price advantage may lead to welfare shifts from 

more to less efficient exporters. In either case, however, preference-receiving countries should profit 

from trade preferences. One would expect that in these countries production becomes more efficient 

with increases in exports, scales of production and competition.  

Canada, the EU, Japan and the US are providing most of the non-reciprocal preferences in place. Liapis 

(2007) reports, that excluding MFN-0 tariff lines, the average MFN tariffs on agricultural products for 

these countries are 30%, 29%, 56% and 18%, respectively. This study suggests that preferential access 

for agricultural products to the these countries generates on average an additional USD 1.4 billion per 

year for beneficiary countries, with the EU accounting for 80% of these benefits. 

Yet, Grilli (1993) argues that the economic rationale for preferences benefiting developing countries 

relies on two crucial assumptions. First, preference-receiving countries are able succeed in increasing 

exports and second, increasing exports lead to faster growth through export earnings and additional 

investment. Both underlying assumptions are dependent on the supply and demand functions as well as 

the economic policies in the developing countries. Furthermore, benefits resulting from trade 

coordination and complementarity of different measures undertaken. Since the 1970s, non-tariff 

barriers, ranging from Antidumping and Countervailing Duties to standards and regulations, are 

successively replacing the . 

Historically, benefits from preferential market access to the EU varied by regions, with the ACPs being 

placed on top of the pyramid of privilege, due to its colonial ties with EU member states, most notably 

France and the UK.  

One paper that examines the gross trade creation effects of European PTAs and whether the pyramid of 

privilege still holds is the work of Persson and Wilhelmsson (2007) which constitutes the starting point 

for the empirical investigation of this paper. Using a gravity model with dummy variables to represent 

PTAs they evaluate the effects of various EU trading preference schemes on the volumes of real exports 

from 109 developing countries to the members of the EU for the period 1960-2002. Their main findings 

are that for the period 1960-2002 the classical pyramid of privilege holds, where the ACP agreements 

(Yaoundé and Lomé) are most beneficial, followed by Mediterranean preferences. By contrast, the 

application of the GSP without an additional trade agreement does not show significant changes on EU 

imports from developing countries.  

Agostino, Aiello, and Cardamone (2008) reviewed the impact of non-reciprocal preferential trade 

policies on agricultural exports of 184 developing countries to eight major OECD members for the 

period 1995 to 2003. Using a gravity model employing PTA dummies, their main findings are that on 

an aggregate level all PTAs show a positive impact, although the significance levels for general GSP 

provisions are low. However, disaggregating data on a 2-digit level shows that effects differ 



considerably across product types45. Also focusing on the agricultural sector, Pishbahar and Huchet-

Bourdon (2008) examine the impact of eleven regional trade agreements of the EU for the period 2000-

2004 with a gravity model incorporating import prices. Their results indicate that many regional trade 

agreements of the EU are successful in fostering agricultural exports of developing regions. However, 

the GSP and the EBA initiative, the most important unilaterally granted trade preferences, show negative 

effects. 

While above presented papers used dummy variables to capture the effect of PTA for a developing 

countries, Cipollina and Salvati (2008) used disaggregated data at a HS6-digit level and employed a 

specific measure for the PTAs. Their analysis of EU(15) imports in 2004 suggest that an increase of the 

preference margin of 10 percentage points leads to an increase of imports in agricultural products to the 

EU of 12.9%. But effects vary by product type. Focusing on specific agricultural products for the period 

2001-2004, Cardamone (2011), as well, uses a gravity model to evaluate the impact of PTAs, 

represented by the preferential margin. However, also specific duties that apply when the product entry 

 The GSP seems to be effective in 

oranges, the Cotonou Agreements is the 

most beneficial framework, while regional trade agreements are positively affecting exports of all 

products except oranges. 

Aiello and Demaria (2009) evaluated the effects of trade preferences with a gravity model and a sample 

of 169 countries from 2001 to 2004 and import data at a HS6-digit level. Their measure was defined as 

the difference between the preferential tariff and the MFN tariff in terms of the latter. In contrast to 

Persson and Wilhelmsson (2007) they find evidence of a positive and significant effect of the GSP 

scheme on exports of agricultural products to the EU. Their results also indicate positive effects for the 

EBA initiative and Mediterranean preferences, but mixed effects for the Drug regime and the Cotonou 

Convention. 

Nilsson and Matsson (2009) focus on preferential imports instead of total imports, arguing that 

preferences cannot affect trade flows for which a MFN rate of 0% applies. Thus, they refer to preferential 

imports as imports excluding those, for which MFN-0 applies. They directly address the work of Persson 

and Wilhelmsson (2007), who find that EU total imports from ACP LDCs would have been 32.6% lower 

without preferences, by saying that this figure exceeds the value of actual preferential imports by more 

than 40% and thus is likely to be too high. Nilsson and Matsson (2009) show that EU trade preferences 

explain about 11% of its total imports from developing countries, which corresponds to almost 75% for 

non-ACP LDCs, 20% of ACP LDCs and 10% of other developing countries. 



 

The literature offers mainly two ways of how to explore the effects of PTAs, i.e. simulation methods 

or gravity regressions. This work contributes to the second branch of literature, employing a gravity 

model to evaluate the effects of PTAs on total and agricultural imports of the EU from 102 developing 

countries from 1990 to 2010.  

The gravity model evaluates how flows positively depend on the size of clusters and negatively on their 

distance from each other. In the context of international trade, it shows the relation between trade flows, 

the economic size of the trading partners, often measured as total population and GDP of each country, 

and their economic distance from each other. Here, the measure for distance, or better closeness, 

between the EU and developing countries is captured by dummy variables that represent PTAs between 

the EU and the exporting developing country for the period 1990 to 2010. For the period 1990-1998, 

the construction of the PTA dummy relies on the data provided by Persson and Wilhemsson (2007). For 

the timespan 1998-2010, the Appendix lists the EU legislature and notices about the date of entry into 

force or provisional application of agreements that enter the database. 

Specification A follows the traditional approach to see whether the historical ranking within the pyramid 

of privilege still holds. 

Specification A 

(1)  

 

The trade flow is measured as real imports 46 of the EU from developing country j. Real GDP and 

population, both in natural logarithms, represent the economic size of the exporting and the demand 

potential of the importing country and enter the matrix . 

The EU is considered as a block and thus comprises 12, 15, 25 or 27 countries over time. EU enlargement 

is therefore only accounted for by the variables describing economic size, namely GDP and population. 

Consequently, this specification cannot analyse how imports of a European country change, when it 

becomes an official member of the EU. Instead, the import behaviour of the EU as a whole is observed, 

thereby minimising the problem of zero imports for the estimation of log-linear gravity models. In this 

respect, Aiello and Demaria (2009) refer to Haveman and Hummels (2004), who found that in 1990 a 

third of bilateral trade flows for 173 countries was zero, and to Helpman et al. (2008), who found that 

between 1970 and 1997, 50% of 158 countries entering their sample did not trade with each other. 



The effect of general GSP provisions cannot be explored, since there are only 22 observations for the 

period 1990 to 2010 for which general GSP trade provisions do not apply.47 The dummy variable  

captures special provisions for least-developed countries, most notably under the EBA initiative since 

2001.  summarises the Lomé (1990-2000) and the Cotonou (2001-200748) convention.  

represents the special relationship with the Mediterranean region, which is historically assumed to be 

placed second in the pyramid of privilege after ACP preferences. 

Special treatment under the Drug regime was initially granted to the Andean Community (Bolivia, 

Colombia, Ecuador, and Peru). For the period 2002-2005 special arrangements were in theory not only 

given to combat drug production and trafficking but also for the protection of labour rights and the 

environment. In practice, for this period, only Moldova49 is a beneficiary for the special arrangements 

to protect labour rights and no single country benefitted from arrangements to protect the environment. 

The picture changed when the GSP Plus scheme these special 

arrangements of the GSP scheme and which is valid since 2006. Thus, provisions made under the Drug 

regime and GSP Plus scheme were summarised in the variable .  

Importantly, all these PTA variables are equal to 1 for the time that they can be used, i.e. starting with 

the agreements provisional application and not with the date of signing. 

 comprises entity fixed effects, time fixed effects and a normally distributed error term, whereby 

entity fixed effects are employed once on the country level and once on a regional level.50  then 

represents exporting country time trends or regional time trends, respectively. Indeed, as the DG Trade, 

which leads trade agreement negotiations, focuses more and more on regional agreements, it makes 

sense to assume that time trends along regions are more reasonable than country trends.  

Figure 3 shows the composition of the sample. Countries classified as LDCs are mainly found within 

the group of ACP states, but also in Asia (ASEAN), while there is none in Latin America and no 

overlapping with the GSP Plus scheme.  

  



 

 

Drawbacks of Specification A are that it ignores (i) non-preferential agreements and (ii) the evolution of 

agreement types during the last 20 years. This leads to specification B, focusing on the types of 

agreements in place. In addition to the Cotonou and the Lomé Conventions for ACPs, specification B 

covers four additional types of agreements as described in section 3.3: (1) Commercial Cooperation 

Agreements, or Trade and Economic Cooperation Agreements, (2) Cooperation Agreements, 

(3) Framework Agreements for Cooperation, and (4) Association Agreements. 

Specification B 

(2)  

 

 

The analysis focuses on the effects of PTAs within the GSP, as there are only 22 observations, where 

countries are not embedded into the  GSP for the period under investigation. Thus, it explores the 

effects of PTAs among a group of countries that are all beneficiaries under the GSP scheme. 

Persson and Wilhelmsson (2007) found that the pyramid of privilege was valid for total trade over the 

period 1960-2002, with LDCs covered by the Lomé convention being on top, followed by non-LDC 

Lomé parties and beneficiaries under the Lomé-preceding Yaoundé convention. However, their results 

also indicated an effect for GSP associated with 3.56% gross trade creation and it is mainly due to the 

Figure 3: Sample Composition, Specification A  



interaction with the general GSP provisions that PTAs turned out to have positive impacts. However, 

given the widening and practically worldwide coverage of developing countries within the European 

GSP, preference erosion may severely change this ranking. 

Regressions are done over total imports and separately over imports in agricultural products. This is 

reasonable, as during the last decades, agriculture has continuously been a hot topic in multilateral trade 

negotiations. In 2007, 45.6% of all imports from the Andean community and 51.6% of Mercosur 

comprised agricultural products. The EC reports a share of EU imports from ACP countries excluding 

South Africa of 26.4% for the agricultural sector and 50.9% for fuels and mining products. As major oil 

exporting countries were excluded from the database, the importance of agriculture in the sample is 

significantly higher. Given the economic importance of the agricultural sector and more importantly 

 

 et al., 2010, p7), the impact of PTAs on this 

sector deserves a separate inspection. The very low shares of textiles and clothing for all DG trade 

regions, points to the fact that the importance of this sector reduces to countries not entering any DG 

Trade grouping, i.e. mainly to South Asia.  

Table 3 and Table 4 report the regression results for Specification A for total imports and imports in 

agricultural products, respectively. Furthermore, results for the entire sample period 1990-2010 and for 

the sub-period 1990-2007 are presented, as from 2007 to 2008 the combination of at least four factors 

may have substantially changed the results. First, the global food price crisis, leading to economic as 

well as political instability in many developing countries, peaked in the second quarter of 2008. Second, 

the global economic crisis started in 2008, resulting in lower demand and possibly leading to a revival 

of protectionism in the EU and less favourable trade preferences granted to developing countries. Third, 

with the accession of Bulgaria and Romania to the EU in 2007, the share of agricultural production and 

employment in the agricultural sector in the EU rose, potentially reinforcing negative effects on 

agricultural imports from developing countries. Finally, trade provisions for the ACP states expired with 

the year 2007. Although the Cotonou Agreement is still in force, its preferential trade provisions expired, 

meaning that for trade relations only general GSP provisions apply until EPAs are in force or 

provisionally applied, shifting all ACP states from the top of the hypothetical pyramid of privilege to its 

very end. Disentangling the impacts of these events is beyond the scope of this work.  

For both time spans considered, the coefficient on GDP of the developing countries is significantly 

positive. This is the expected effect, although it underpins the endogeneity problem in using trade for 

development purposes. One can assume that when special treatment is granted to a group of developing 

countries, that it is easier for richer countries to exploit the offered benefits. T



GDP, however, shows to be significantly negative on total imports but is insignificant for trade in 

agricultural products for the period 1990-2007. Although its sign is on the first sight counterintuitive as 

in the gravity model GDP shall represent the demand potential of the importing country, it is not 

disturbing, when keeping the collapse of the Soviet Union and later the end of the Yugoslav wars in 

mind. Not only did these events shift attention for humanitarian aid towards the East, but also was trade 

with the Balkans enabled and big post-Soviet states created, which do not enter the database. Thus, 

increasing GDP indeed shall increase demand and subsequently trade, but the database cannot explore 

the potential trade diversion from the South to the East. 

The coefficient on EU population for total imports is positive and significant. As was presented earlier, 

population growth in the EU has followed a very flat path during the past two decades, with the only 

remarkable increases due to enlargement. However, countries joining the EU in 2004 and 2007 were 

agricultural imports are not as clear, as an increasing demand on the one hand is accompanied by an 

increasing intra-EU supply and a greater wish for the protection of the domestic agricultural sector on 

the other. While coefficients for the population of the EU give an account for the demand side, the 

population of developing countries seems to be a poor indicator for the supply side.  

Turning to the main variables of interest, representing PTAs, the results show that only the relation with 

the Mediterranean region is constantly positive and most of the time significant. By contrast, coefficients 

for the GSP Plus regime are negative throughout and when using country fixed effects also significant. 

Results for LDCs and ACP states, however, are very sensitive to the time span considered. 

For the period 1990 to 2007, least-developed countries, both ACPs and non-ACPs, find themselves at 

the bottom of the pyramid of privilege, while Persson and Wilhelmsson (2007) found them to be ranked 

first and third, respectively. This result is in line with the upsurge of countries benefiting only under the 

GSP scheme compared to countries receiving additional PTAs, and the poor performance of ACP states 

positioned in the Lomé and Cotonou convention. 

Generally, coefficients for LDCs have to be treated with great caution. Their interpretation is not as easy 

as for other PTAs. LDC treatment is provided for countries that are defined as least developed by the 

UN along the three criteria (1) low-income, (2) weak human resources with regards to nutrition, health, 

education and literacy rates, and (3) economic vulnerability, where all three criteria have to be fulfilled 

for a country to be categorised as least developed. As a consequence, one can never assume a clear 

positive coefficient on LDC preferences when using panel data, as it means that for receiving preferences 

for the first time must have (recently) been sufficiently bad in multiple areas 

of economic and social life, which cannot be reversed from one year to the other. During the period 

under investigation, ten sample countries became LDCs by definition, while only two countries lost their 

LDC status. 



Focusing on total imports, the different fixed effects and time trends employed result, with one 

exception53, in the same signs associated to PTAs. 54 Considering the entire sample period in comparison 

to 1990-2007, all coefficients on total imports are becoming more positive for the Mediterranean and 

less negative or even positive for the rest. It is possible, that the economic crisis has led to an increase 

in relative preferences compared to other Latin American and Asian countries within the GSP scheme, 

meaning that countries receiving only general GSP preferences were facing greater losses due to the 

crisis compared to countries embedded in additional trade preference schemes. Also, country-sector 

graduation became stricter under the GSP scheme from 2006 onwards. While it has been fixed at 25% 

since 1994, this rate was reduced to 15% and 12.5% for textiles and clothing products in 2006, reducing 

benefits for highly specialised or big exporting developing countries, of which many are not covered by 

additional PTAs. However, changing the status of all ACP countries to simple  after the 

expiry of trade provisions under Cotonou may also substantially change the results.  

Using country fixed effects it is clear that the Mediterranean countries find themselves on the top of the 

pyramid of privilege of the last two decades. Focusing on the sub-period 1990-2007 it is also evident 

that least-developed ACP countries are placed on its bottom. General GSP provisions are ranked second. 

Depending on whether country time trends or regional time trends are employed beneficiaries of GSP 

Plus, non-ACP LDCs and ACP non-LDCs take the ranks 3 to 5.  

The preferred specifications are those employing country fixed 

effects. For the analysis both country time trends and regional time 

trends are considered. However, as the DG Trade leads trade 

agreement negotiations, which are increasingly undertaken on a 

regional basis, it makes sense to argue for regional time trends. The 

results of specification A, using country fixed effects and regional 

time trends, are depicted in Figure 4. 

Focusing on the sub-period 1990-2007, the Mediterranean region is 

again found on top of the pyramid, followed by general GSP 

provisions when restricting attention to imports in agricultural 

products. The results suggest the GSP Plus scheme to be ranked third 

and non-LDC ACP countries to be ranked fourth. Only the last two 

ranks for least-developed countries within and outside of ACP depend 

on the time trend considered. 

Figure 4:  

The pyramid of privilege  

 

Total Imports, 1990-2007 

Specification A, Table 3, Column 5 

Agricultural Imports, 1990-2007 

Specification A, Table 7, Column 5 



The analysis of specification A allows drawing some first conclusions. First, although the EU has built 

relations to its former colonies since its formation, the ACP countries are no longer placed on the top of 

the pyramid of privilege. For both, total imports and imports in agricultural products, the Mediterranean 

region is ranked first. The second rank of the general GSP provisions points to the fact that the greater 

geographical coverage of the GSP scheme led to major preference erosion, especially for least-

developed countries. Asian developing countries outperformed African and Latin American countries, 

despite receiving only GSP preferences and even within GSP being often excluded of the benefits 

offered due to the country-sector graduation regulations. Thus, given the general trends of European 

imports, the current system of preferences in combination with the constraints given by the CAP fails to 

follow a pro-poor path. 

Specification B takes account of the evolution of agreements regulating trade between the EU and 

developing countries. For the period under investigation, there are only five different types of 

agreements that describe these relations: (1) Commercial Cooperation Agreements, or Trade and 

Economic Cooperation Agreements, (2) Cooperation Agreements, (3) Framework Agreements for 

Cooperation, (4) Association Agreements, and (5) the Lomé Convention and the Partnership Agreement 

with ACP states, known as the Cotonou Convention. The greatest shift between agreements occurred 

from 1998 to 1999, away from Cooperation agreements towards Framework and Association 

Agreements, and from 2000 to 2001 with the expiry of the Lomé and the introduction of the Cotonou 

Convention. 

Table 5 and Table 6 present the results for specification B on total imports and imports in agricultural 

products, respectively. Table 2 reports the aggregate effects for each combination of PTA and agreement 

type for the period 1990-2007 and is henceforth referred to in the analysis. 

Following this approach for the period 1990-2007 does not change the finding that within the GSP 

scheme, ACP countries are ranked last, with Cotonou performing worse  than Lomé. However, when 

allowing for different agreement types, LDCs are not the clear losers anymore. Rather, regressing on 

total trade shows that LDCs for which Cooperation Agreements exist are ranked first, followed by 

countries covered by the GSP Plus scheme for which also Trade Agreements or Economic Cooperation 

Agreements are in force. Rank 3 and 4 are represented by Association Agreements (encompassing the 

Mediterranean and Chile) and Cooperation Agreements (first used in the 1970s for the Mediterranean 

and later also provided for Central America, the Andean Community, ASEAN and SAARC).  

Ranks 6 to 14 show negative coefficients. Especially the negative effect depicted for Framework 

Agreements for Cooperation is on a first sight puzzling. However, the shift of countries between 

agreements in place has to be kept in mind. Over time, Latin American countries with big agricultural 

sectors changed from Cooperation to Framework Agreements. Simultaneously, starting in 1998, the 

Mediterranean countries changed with the exception of Syria from Cooperation to Association 



Agreements, while relations with some Asian countries developed from Economic Cooperation or 

simple Trade Agreements to Cooperation Agreements. The changing country composition within each 

agreement does not only change the geographical scope but also the main products falling under each 

agreement. 

Table 2: Aggregate Effects, 1990-2007 

Total Imports 

Preference Scheme Coeff. p-value % Rank Definition 
      

Cotonou -0.848 0.0000 -57.19 12 

Lomé -0.611 0.0001 -45.74 11 

Association 0.411 0.0545 50.84 3 

Framework -0.598 0.0061 -45.01 10 

Cooperation 0.298 0.1272 34.70 4 

Trade 0.027 0.8932 2.74 5 
     

     

LDC -0.084 0.6730 -8.10 7 

Cotonou& LDC -1.174 0.0000 -69.10 14 

Lomé& LDC -0.979 0.0000 -62.44 13 

Cooperation & LDC 0.613 0.0190 84.53 1 

Trade & LDC -0.413 0.2054 -33.80 9 
     

     

Framework & GSP+ -0.358 0.1792 -30.06 8 

Cooperation & GSP+ -0.024 0.9202 -2.39 6 

Trade & GSP+ 0.485 0.0641 62.46 2 

Agricultural Imports 

Preference Scheme Coeff. p-value % Rank Definition 

Cotonou -1.002 0.0014 -63.30 12 

Lomé -0.669 0.0031 -48.76 9 

Association 0.434 0.1367 54.32 2 

Framework -0.332 0.2506 -28.22 8 

Cooperation 0.403 0.1450 49.60 3 

Trade 0.319 0.1560 37.52 4 
     

     

LDC -0.841 0.0021 -56.89 10 

Cotonou& LDC -2.061 0.0000 -87.27 14 

Lomé& LDC -1.469 0.0000 -76.99 13 

Cooperation & LDC -0.210 0.7094 -18.93 7 

Trade & LDC -0.974 0.1038 -62.26 11 
     

     

Framework & GSP+ -0.197 0.5596 -17.89 6 

Cooperation & GSP+ -0.046 0.8858 -4.49 5 

Trade & GSP+ 0.659 0.0104 93.32 1 
     

Notes: Results are based on the specification as reported in column (4) of Table 5 for total imports and Table 6 

for imports in agricultural products 

Column 3 shows the p-values of a Wald test, whether the coefficients as defined in the last column are 

equal to zero; Column 4 indicates the increase/decrease of European imports from developing countries 

under each PTA using the formula (ecoeff-1)*100. 



Looking at imports in agricultural products, LDCs with Cooperation Agreements shift from rank 1 to 

rank 7, making GSP Plus preferences with Trade/Economic Cooperation Agreements the most 

favourable combination of trade preferences, followed by Association Agreements and Cooperation 

Agreements. For LDCs and ACP states covered by Lomé and Cotonou, the situation is worse when 

focusing on the agricultural sector than when considering total imports. However, Table 2 reports only 

four positive coefficients, rendering the sincerity of the broadening of agreements beyond the scope of 

European economic interests and the efficiency of CAP reforms questionable. 

Concerning specification B, it can be concluded that it is reasonable to account for different agreement 

types, especially as the EU has increasingly followed a regional approach during the past twenty years. 

Whereas over decades relations with a group as diverse as the ACP was covered by a single agreement, 

the DG Trade now tries to establish EPAs for several sub-regions. Similarly, Trade and Cooperation 

Agreements follow more and more a regional approach. This makes sense, as there is no single 

agreement that serves best for development independent of the country considered. Differentiation in 

agreement types can also be a way to counter the danger of diminishing benefits through the greater 

coverage of developing countries by the GSP scheme. However, if this was the intention of the European 

Commission, it is not bearing fruits yet. Most importantly, given the commitment of the EU to actively 

support the achievement of the MDGs it is disillusioning that LDCs are not only ranked last in the 

pyramid of privilege but show even worse results when restricting analysis to the agricultural sector, the 

most crucial sector for development. 

 

 

 



Table 3: Specification A ~ Total Imports  

 1990  2010 1990  2007  

 (1) (2) (3) (4) (5) (6) 
       

ln(DEVE population) -1.555 -0.729* 0.062** -1.066 -0.816 0.0650** 

 [1.124] [0.435] [0.0288] [1.136] [0.522] [0.0306] 
       

ln(EU population) 1.494 5.515 2.706 12.52*** 24.68*** 19.79** 

 [3.543] [4.592] [8.472] [4.846] [5.127] [9.524] 
       

ln(DEVE GDP) 0.527*** 0.607*** 0.941*** 0.418*** 0.567*** 0.920*** 

 [0.0725] [0.0573] [0.036] [0.0807] [0.0659] [0.0389] 
       

ln(EU GDP) 0.327 -0.825 0.006 -6.786** -12.64*** -10.63* 

 [2.601] [3.469] [6.363] [2.850] [3.194] [5.929] 
       

       

Non-ACP LDC -0.175 -0.117 -0.851*** -0.770*** -0.0300 -0.900*** 

 [0.182] [0.159] [0.111] [0.248] [0.194] [0.139] 
       

ACP non-LDC 0.289*** 0.257*** 0.350** -0.639*** -0.543*** 0.617*** 

 [0.0862] [0.0939] [0.159] [0.105] [0.146] [0.213] 
       

ACP LDC -0.190 -0.0395 -0.740*** -1.109*** -0.884*** -0.489** 

 [0.175] [0.148] [0.169] [0.196] [0.211] [0.232] 
       

GSP+ -0.230*** -0.201** -0.293** -0.247*** -0.236** -0.375** 

 [0.0727] [0.0837] [0.136] [0.0949] [0.114] [0.171] 
       

Mediterranean 1.038*** 1.513*** 0.0298 0.279 0.716** 0.0704 

 [0.368] [0.264] [0.264] [0.415] [0.306] [0.288] 
       

Constant -2.224 -76.97** -50.76 -111.0*** -262.0*** -216.1** 

 [28.21] [34.70] [66.16] [42.22] [47.35] [93.38] 
       

Observations 2062 2062 2062 1763 1763 1763 

Time Fixed effects Yes Yes Yes Yes Yes Yes 

Entity Fixed Effect Country Country Region Country Country Region 

Entity Time Trend Country Region Region Country Region Region 

Standard errors in brackets; *p< 0.10, **p< 0.05, ***p< 0.01 



Table 4: Specification A ~ Imports in Agricultural Products 

 1990  2010 1990  2007  

 (1) (2) (3) (4) (5) (6) 
       

ln(DEVE population) -0.462 0.200 0.667*** 0.767 -0.0256 0.633*** 

 [1.722] [0.607] [0.0436] [1.693] [0.719] [0.0486] 
       

ln(EU population) 0.850 7.607 3.369 -2.040 16.16** 14.12 

 [5.163] [7.021] [11.88] [7.576] [7.142] [12.94] 
       

ln(DEVE GDP) 0.447*** 0.0909 0.301*** 0.300** 0.0957 0.315*** 

 [0.110] [0.0843] [0.0517] [0.121] [0.0960] [0.0554] 
       

ln(EU GDP) 0.986 -1.699 0.739 1.825 -6.597 -6.089 

 [3.799] [5.273] [8.989] [4.520] [4.433] [8.197] 
       

       

Non-ACP LDC 0.243 -0.844*** -2.771*** -1.152*** -0.668** -3.335*** 

 [0.272] [0.252] [0.159] [0.342] [0.277] [0.196] 
       

ACP non-LDC 0.690*** 0.364*** -0.0650 -0.707*** -0.582*** 0.136 

 [0.130] [0.136] [0.220] [0.200] [0.221] [0.484] 
       

ACP LDC 0.254 -0.513** -1.868*** -1.015*** -1.390*** -1.525*** 

 [0.242] [0.231] [0.229] [0.317] [0.316] [0.503] 
       

GSP+ -0.240*** -0.226** -0.00573 -0.344*** -0.414*** -0.323 

 [0.0893] [0.0990] [0.178] [0.119] [0.128] [0.240] 
       

Mediterranean 2.011*** 3.787*** 0.723** 0.780 2.304*** 0.551* 

 [0.555] [0.453] [0.287] [0.600] [0.502] [0.319] 
       

Constant -20.69 -119.1** -82.28 5.675 -203.9*** -183.7 

 [40.82] [53.32] [90.90] [67.75] [66.69] [124.1] 
       

Observations 2054 2054 2054 1755 1755 1755 

Time Fixed effects Yes Yes Yes Yes Yes Yes 

Entity Fixed Effect Country Country Region Country Country Region 

Entity Time Trend Country Region Region Country Region Region 

Standard errors in brackets; *p< 0.10, **p< 0.05, ***p< 0.01 



Table 5: Specification B ~ Total Imports 

 (1) (2) (3) (4) 

 Country time trend,  

1990-2010 

Country time trend,  

1990-2007 

Region time trend,  

1990-2010 

Region time trend,  

1990-2007 

ln(DEVE population) -1.637 [1.114] -1.163 [1.123] -0.631 [0.449] -0.812 [0.544] 

ln(EU population) 2.094 [3.571] 19.44*** [5.116] 2.213 [4.515] 23.13*** [5.201] 

ln(DEVE GDP) 0.582*** [0.0733] 0.475*** [0.0822] 0.642*** [0.0574] 0.605*** [0.0657] 

ln(EU GDP) 0.687 [2.569] -10.18*** [2.946] 1.141 [3.396] -11.99*** [3.189] 

LDC 0.201 [0.245] -0.990*** [0.260] -0.187 [0.167] -0.0845 [0.200] 

Cotonou 0.264*** [0.0965] -1.229*** [0.183] 0.264*** [0.0977] -0.848*** [0.206] 

Cotonou * LDC -0.350*** [0.108] 0.977*** [0.262] -0.192* [0.101] -0.242 [0.157] 

Lomé 0.531*** [0.176] -0.819*** [0.128] 0.333** [0.149] -0.611*** [0.151] 

Lomé * LDC -0.677*** [0.190] 0.525** [0.210] -0.108 [0.115] -0.283* [0.155] 

Association 0.188 [0.178] 0.0237 [0.173] 0.529** [0.229] 0.411* [0.214] 

Framework -0.795*** [0.200] -0.797*** [0.192] -0.596** [0.232] -0.598*** [0.218] 

Framework * GSP+ -0.268 [0.186] -0.336 [0.294] -0.313* [0.178] -0.218 [0.261] 

Cooperation 0.000835 [0.157] -0.172 [0.158] 0.352* [0.211] 0.298 [0.195] 

Cooperation * LDC 0.596** [0.248] 0.410 [0.271] 0.402 [0.281] 0.399 [0.263] 

Cooperation * GSP+ -0.599*** [0.180] -0.619*** [0.236] -0.737*** [0.188] -0.780*** [0.198] 

Trade 0.216 [0.169] 0.0259 [0.164] -0.0339 [0.238] 0.0271 [0.202] 

Trade * LDC 0.312 [0.280] 0.210 [0.306] -0.423 [0.335] -0.355 [0.313] 

Trade * GSP+  0.191 [0.160] 0.251 [0.214] 0.357** [0.159] 0.458*** [0.165] 

Constant -19.15 [30.13] -191.4*** [46.88] -45.58 [34.24] -242.5*** [48.47] 

Observations 2062 1763 2062 1763 

Time fixed effects Yes Yes Yes Yes 

Country fixed effects Yes Yes Yes Yes 

Entity Time Trend Region Region Country Country 
Standard errors in brackets; *p< .10, **p< .05, ***p< .01 



Table 6: Specification B ~ Imports in Agricultural Products 

 (1) (3) (2) (4) 

 Country time trend,  

1990-2010 

Country time trend,  

1990-2007 

Regional time trend,  

1990-2010 

Regional time trend,  

1990-2007 

ln(DEVE population) -0.498 [1.712] 0.599 [1.674] 0.636 [0.636] 0.304 [0.764] 

ln(EU population) 3.304 [5.358] 13.04 [8.054] 2.129 [6.881] 14.25* [7.300] 

ln(DEVE GDP) 0.481*** [0.116] 0.357*** [0.129] 0.147* [0.0854] 0.160 [0.0987] 

ln(EU GDP) 1.041 [3.849] -5.560 [4.713] 1.403 [5.147] -5.897 [4.464] 

LDC 1.025** [0.399] -1.536*** [0.385] -1.155*** [0.266] -0.841*** [0.274] 

Cotonou 0.705*** [0.157] -1.994*** [0.335] 0.521*** [0.139] -1.002*** [0.312] 

Cotonou * LDC -0.786*** [0.172] 2.112*** [0.377] -0.166 [0.151] -0.217 [0.200] 

Lomé 1.403*** [0.294] -1.028*** [0.264] 0.577*** [0.208] -0.669*** [0.226] 

Lomé * LDC -1.460*** [0.309] 1.233*** [0.302] 0.346* [0.178] 0.0410 [0.188] 

Association -0.204 [0.268] -0.246 [0.274] 0.700** [0.298] 0.434 [0.291] 

Framework -1.062*** [0.276] -0.965*** [0.285] -0.291 [0.294] -0.332 [0.288] 

Framework * GSP+ -0.231 [0.252] -0.162 [0.403] -0.166 [0.197] -0.206 [0.284] 

Cooperation -0.303 [0.246] -0.286 [0.264] 0.448 [0.272] 0.403 [0.276] 

Cooperation * LDC -0.691 [1.017] -0.394 [1.133] 0.477 [0.503] 0.229 [0.538] 

Cooperation * GSP+ -0.694*** [0.249] -0.671** [0.331] -0.711*** [0.197] -0.789*** [0.201] 

Trade -0.127 [0.270] -0.178 [0.285] 0.343 [0.226] 0.319 [0.224] 

Trade * LDC -0.982 [1.041] -0.510 [1.159] -0.336 [0.529] -0.452 [0.566] 

Trade * GSP+  0.222 [0.231] 0.276 [0.311] 0.273 [0.167] 0.341** [0.170] 

Constant -70.14 [44.88] -169.8** [75.27] -69.01 [52.75] -183.4*** [68.68] 

Observations 2054  1755  2054  1755  

Time fixed effects Yes  Yes  Yes  Yes  

Country fixed effects Yes  Yes  Yes  Yes  

Entity Time Trend Region  Region  Country  Country  
Standard errors in brackets; *p< .10, **p< .05, ***p< .01 



 

complex task. In the early years of the EU, relations with developing countries were centred on 

existing and former colonies of its member states, most notably of France, which succeeded in 

establishing parts of its practices of associationism into the Treaty of Rome. During the 1950s and 

-

cen

accession of the UK and was reinforced for Africa due to the first oil crisis. It was already back then 

that some Asian countries developed impressively in economic terms and where consequently treated 

as competitors and not as countries in need of development of assistance. Trade with Latin America 

suffered the most from the CAP, which became operational in 1962 and quickly covered most of the 

agricultural products of importance to the EU. Trading relations with these countries revived in the 

1980s when Portugal and Spain entered into the EU. 

Until 1990, it was evident that the ACP states were placed on top of the pyramid of privilege, 

followed by the Mediterranean region and countries covered only by general GSP provisions forming 

towards development changed considerably. 

With the fall of the Berlin Wall, the breakdown o

attention shifted from the South to the East. Internationally, the 1990s are characterised by a revival 

of UN summits and enhanced cooperation of the UN, the OECD, the World Bank and the IMF. This 

cooperation eventually led to the agreement on eight Millennium Development Goals, which also 

contain targets to be achieved by developed countries to substantially reduce extreme poverty around 

the globe until 2015. In the run-up to the Doha Development Round, the EU demonstrated its 

commitment to the internationally agreed goals by establishing the Everything but Arms initiative in 

2001, which allows least-developed countries to export all products except arms and ammunition 

duty- and quota-free to the EU. Yet, as discrepancies could not be resolved, the Doha Round was 

suspended for the first time in 2006, mainly over US farm subsidies and EU market access, and once 

more collapsed in 2008 at the risk that promises made could be withdrawn and that multilateralism 

could be replaced by an even more complex web of bilateral and regional agreements. Indeed, for 

the EU this trend has already been observable since the late 1990s, resulting as of 2004 in a clear 

regional divide of agreement types.  

The Lomé and Cotonou Conventions formally represent the most comprehensive agreements of the 

EU with developing countries in terms of breadth and depth of cooperation. But in 2007, non-

reciprocal trade provisions expired. Formally, Association Agreements with the Mediterranean are 

ranked second, aiming at establishing free trade within 12 years. Ranked third are Framework 



Agreements for Cooperation for Latin America, followed by Cooperation Agreements that replaced 

simple Trade Agreements for some Asian countries.  

This regional approach by the EU is accompanied by a widening country coverage within the GSP 

scheme. The general GSP provisions practically embrace the entire developing world. Within the 

GSP, special provisions for least-developed countries experienced a potentially ground-breaking 

change with the introduction of the EBA initiative. The Drug regime of 1991 was initially granted to 

the Andean Community, but was extended to more countries, covering also issues on environmental 

sustainability and labour rights when it was transformed into the GSP Plus scheme in 2006. 

Yet, this ranking of agreement types according to their scope of cooperation is not reflected in the 

empirical results. 

In the manner of Persson and Wilhelmsson (2007), a gravity model was employed, using dummy 

variables for each Preferential Agreement to evaluate the ranking in the pyramid of privilege for the 

period 1990-2007/10 for total imports and imports in agricultural products. Due to the great coverage 

of the GSP scheme, the effects of PTAs are evaluated among beneficiaries of the GSP scheme. The 

results suggest that the Mediterranean took over the first rank, followed by general GSP provisions. 

The fact that the general GSP scheme is ranked above other PTAs points to the issue of preference 

erosion, especially for least-developed countries, and to the fact that Asian states succeeded in 

outperforming African and Latin American preference receiving countries, which shows quite 

plainly how little PTAs can be linked to economic performance.  

A second specification takes account of the different agreement types regulating trade and 

cooperation between the EU and developing countries. Looking at the evolution of agreement types 

in terms of content and geographical coverage it can be shown that the European Commission 

increasingly follows a regional approach. This seems reasonable as it allows to better account for 

regional peculiarities, which in turn could better serve for development. It can also be used as a way 

 

Having analysed the ranking of the pyramid of privilege for the last 20 years, which showed that the 

historical core of relations with developing countries shifted from the top to the bottom, many more 

questions are raised than answered. Some shall shortly be discussed. 

Trade relations outside of the EU, especially among developing countries, are ignored. How do, for 

example, the trade agreements of Mediterranean countries with Turkey, with which the EU has 

established a Customs Union, affect their trade flows to the EU? Similarly, which role does the Free 

Trade Agreement with South Africa play for development and trade of the Southern African Customs 

Union or the whole Southern African Development Community? 



Globally, the future of multilateral negotiations has increasingly become a topic for discussion. How 

will upcoming Free Trade Agreements shape the landscape of European trade preferences and the 

future of multilateral negotiations? Free Trade Agreements with Chile, Mexico and South Africa 

entered into force between 2000 and 2005. Within the Andean Community, Colombia and Peru 

concluded FTAs. FTA negotiations were launched with three ASEAN countries, namely Singapore, 

Malaysia and Vietnam. Association Agreements with the Mediterranean should be transformed to 

FTAs until 2017 and Association Agreements with Central America started to be provisionally 

applied since mid-2012 for Nicaragua, Panama and Honduras and since end-2013 for Costa Rica, El 

Salvador and Guatemala. Further, EPAs negotiations with DG Trade regions splitting up the African, 

Caribbean and Pacific states aim at establishing free trade. The EPA with the CARIFORUM states 

provisionally applies since December 2008. Interim agreements for Cameroon, ESA, Fiji and Papua 

New Guinea started to be provisionally applied between May 2012 and August 2014. Will these FTA 

further erode preferences for the poorest?  

Lastly, the regional approach of the European Commission leads to further overlaps of preferential 

trading schemes. This may cause problems as exemplified by the ACP region. Although the EBA 

initiative for least-developed countries constitutes the most beneficial preference scheme, it has the 

drawback that it may hamper EPA negotiations. However, if negotiations were stuck or failed, 

countries that are not beneficiaries under the EBA initiative would substantially lose preferences. 

Whether the EU will be able to tackle this issue successfully  particularly with regard to achieving 

the Millennium Development Goals  still needs to be evaluated. 
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