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A ‘crossroads’ policy

The Mediterranean is a crossroads.
Similarly, the Community’s policy in
this region is the meeting point of
several separate actions which have in
common the same ultimate objective —
ensuring peace and prosperity for the
peoples who live there, in a relationship

which is necessarily one of interdepen-
dence.

The Mediterranean, a particularly suit-
able place for the dialogue between

Europe and the South, is symbolic and,
as such, well to the fore in the Commu-

Origins

On the occasion of the Copen-
hagen Summit in December
1973, shortly after the first ‘oil
shock’, all the Arab countries
told the Nine that they wanted
the Community to develop its
relations with the Arab world
and embark upon long term co-
operation with it in all fields.

Different stages

In June 1975, the first meeting of
the Euro-Arab Dialogue was
held in Cairo. The aims and rules
of the dialogue were laid down in
a joint memorandum and a series
of working groups were set up.

The first meeting of the General
Committee (the organizing body
of the dialogue) was held in
Luxembourg in May 1976 and
there were three other meetings
—in Tunis (1977), Brussels
(1977) and Damascus (1978) —
before the dialogue was suspen-
ded at the request of the Arab
League (March 1979) following
the signing of the Camp David
agreements.

A ‘political”’ meeting was held in
Luxembourg in November 1980
to lay down guidelines and ar-
rangements for continuation of
the dialogue and, in December

The Euro-Arab Dialogue

1983, the General Committee
met again in Athens. But they
were unable to reach agreement
on the political aspects of the
problem and this prevented pro-
gress in other areas of cooper-
ation.

A fundamental misunder-
standing

Because the European Commu-
nity is primarily an economic
body, it cannot deal with political
questions —such as those of the
Middle East —unless it does so
outside its usual structures, i.e.
within the framework of political
cooperation. The Arab League,
which is primarily a political
organization, saw the dialogue
principally as an opportunity to
influence European views on the
Middle East.

Areas of cooperation

Apart from these political
questions, the dialogue did make
it possible to deal with a number
of topics — the transfer of tech-
nology, investment protection,
trade promotion, agricultural
development, studies of industri-
alization, scientific cooperation
and cultural exchange. Both
parties allocated financial
resources.
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nity’s development cooperation policy.
But the Community itself is undergoing
changes in this region, expanding to
bring in first Greece and soon Spain and
Portugal too. We all know that enlarge-
ment to the south will require a new
balance of Community policies and
greater internal solidarity —in short a
North-South policy within the Commu-
nity itself.

Welcoming Spain and Portugal without
ruining cooperation with the countries
on the southern shores of the Medi-
terranean is no mean challenge for the
Community, particularly since there
are other partners in between — Yugo-
slavia, Turkey, Cyprus and Malta =
which cannot be overlooked.

The whole of the Arab world beyond
the Mediterranean shores is concerned.
The cooperation agreements with the
Maghreb and Mashreq countries
involve seven nations in the Arab
League; four others — Mauritania,
Sudan, Somalia and Djibouti — belong
to the Lomé Convention; and an agree-
ment with North Yemen is being
negotiated.

The Euro-Arab Dialogue has attempted
to round off these individual agree-
ments with collective cooperation (see
inset). Its ups and downs and stops and
starts show both how difficult and
inevitable a process it is. They also show
to what extent political and economic
problems are interwoven, inseparable
even, in the Mediterranean — hence the
difficulty for a Community which is
still more economic than political.
Rather than as an illustration of this
political weakness the Community’s
determination to maintain cooperation
relations with all Mediterranean coun-
tries regardless of tensions and conflicts
should be seen as a major political act
and not as an inability to make a proper
choice. W
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Strong interdependence

The Community, overall, is the leading
trading partner of the countries south
of the Mediterranean. It is by far the
biggest outlet for exports from the
Maghreb and for Egypt, Syria and Israel
too. Only Jordan and Lebanon have
Arab countries as their principal clients.
This dependence on the European
market does, however, vary in nature
and degree. Most exports from Algeria
(98%), Syria (94%) and Egypt are
petroleum products and, although the
European market is not negligible as far
as other products (Algerian wine and
Egyptian cotton) are concerned, it is
not absolutely vital for their economic
and social stability.

The same is not true of Israel, however,
where fruit and vegetables make up
40% of sales to Europe — which takes
for example, more than 60% of its total
exports of citrus fruit. The same goes
for Morocco. More than a quarter of its
exports are agricultural products for
which the Community is the main
market. In Tunisia, agriculture’s share
of the export market has declined
noticeably over the past few years, but
olive oil, which provides a living for
200 000 farmers, is still of major econ-
omic and social importance — and
Europe takes slightly more than half
Tunisian olive oil exports.

In addition to the earnings from exports
to Europe, remittances from migrant
workers are important to these coun-
tries. More than a million North Afri-
cans work in Europe, making up about
a quarter of all migrant workers from

outside the Community. The money
they send home is equal to 20% of the
export trade in Tunisia and more than
50% in Morocco. The same thing
happens in other Mediterranean coun-
tries, Yugoslavia and Turkey, for
example. Migration and the human and
social problems that go with it are a
characteristic aspect of Mediterranean
interdependence: these few figures do
not do justice to it, but they do show
that the migrant workers have not only
contributed to our own prosperity, but
are making what is sometimes a massive
contribution to the foreign exchange
reserves, and therefore the purchasing
power, of their countries of origin. And
Europe gets the benefit of much of this
purchasing power.

The southern Mediterranean
outlet

The Community is the major supplier
of all these countries and purchases
from the EEC represent 60% of total
imports in Algeria, 50% in Tunisia and
44% in Morocco. In the Mashreq
countries and in Israel, the figure varies
between 30% and 35%.

The southern Mediterranean is a sub-
stantial market for the Community,

It represents 7.3% of our total exports,
i.e. as much as we sell to all the ACP
countries combined, more than three
times what we sell to Japan and half
what we sell to the USA. Europe is
having to struggle to maintain or im-
prove its position on the American and
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Japanese markets; it has won the
southern Mediterranean market, with
its enormous demand — it would be
inconceivable for Europe to let a
market like that collapse on its door-
step.

This rapid list of the economic aspects
of interdependence would not be com-
plete without the aid which the southern
Mediterranean countries get from the
Community and its Member States.
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Signing of the agreements with the Mashreq countries in 1977.
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Aid provided under the cooperation
agreements with the Community is
minimal. Some countries get important
amounts of food aid with it. Egypt is,
with India, the main beneficiary of this,
having received the equivalent of 200
million ECU in food aid between 1979
and 1983 (compared to 170 million
ECU in financial aid allocated under the
first financial protocol signed between
the Community and Egypt).

6

On the other hand, total European aid
(Community plus Member States) is
significant everywhere. In 1981, it
represented 45% of all official aid
channelled to the countries of the
Maghreb and the Mashreq and only in
Egypt and Israel did it fail to outstrip
American aid. However, OPEC is the
biggest donor in Jordan, Lebanon and
Syria. ®
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One agreement,
eight variations

The cooperation agreements signed one
after the other with the countries of the
Maghreb (1976) and the Mashreq
(1977) were based on the same model,
which reflects the Community’s concern
for coherence in its search for an overall
Mediterranean approach. The agree-
ment with Israel, although also based on
the same model, is somewhat different,
in view of the level of development the
country has reached.

Like the Lomé Convention, these
agreements establish cooperation be-
tween the Community and its partners,
i.e. they cover both trade arrangements
and economic, financial and technical
cooperation of a lasting nature (the
agreements are of unlimited duration).
Only the protocols fixing the amount of
financial aid are for a limited period
(five years). Institutional provisions
allow for dialogue between the parties —
there is a Cooperation Committee at
ambassadorial level and a Cooperation
Council at ministerial level — offering
the possibility of joint evaluation of
results and joint definition of new
policies.

On the two main aspects of cooperation,
trade and development aid, the agree-
ments have more similarities than dif-
ferences.

The trade arrangements, in all countries
but Israel, are based on non-reciprocity,

in spite of the fact that liberalization
of trade is still the long-term aim. The
Community merely gets the benefit of
the most-favoured-nation clause, as it
does under Lomé, although exceptions
may be made for other developing
countries or as part of regional inte-
gration policies. European exports do
not get special treatment on the markets
of the Maghreb or the Mashreq,
whereas these countries’ exports enter
the Community market on favourable
terms. The general principle for prod-
ucts not covered by the common agri-
cultural policy — essentially raw
materials and industrial products —is
free access (no customs duties or
quotas). It was not possible to make
such generous concessions for agricul-
tural products, but variable (20%-
100%) tariff reductions are provided
for most (80%-90%) agricultural
exports. In spite of its limitations, the
whole system was explicitly intended
to develop trade and, in view of its per-
manency and the security thus pro-
vided, to help industrialization in the
partner countries.

Different amounts of money

Israel is a special case. Because of the
level of the country’s development, the
1975 agreement aimed at the gradual
creation of a free-trade zone, in the
industrial sector at least. So Commu-
nity concessions were matched by
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Israeli concessions for Community
exports — gradual dismantling of tariffs
and removal of quantitative restrictions
for industrial products and limited tariff
reductions for some agricultural prod-
ucts. For the same reasons, EEC-
Israel cooperation was designed pri-
marily as trade cooperation and the
economic, financial and technical co-
operation schemes (additional protocol
and financial protocol) were only
defined at a later stage, in 1977 (the
basic agreement dates from 1975).

The field of application is certainly as
broad as in the case of the Maghreb and
the Mashreq countries, but the
resources available under the financial
protocol are slender and only involve
EIB loans on standard market terms.

Apart from the agricultural concession,
worked out with the export interests of
each of the partners in mind, the main
thing that distinguishes the different
agreements (or rather the financial
protocols attached to them) is the
amount of money available.

The first protocols covered the period
November 1978 to October 1981. The
second generation runs from 1982 to
1986 (see tables), with a total increase
in funds of 52% at current prices, the
price index having gone up by about
43%. But as the breakdown into loans
and grants is overall less favourable, it

has to be admitted that Community aid
has not increased in real terms. How-
ever, the breakdown of total funds be-
tween recipient countries is to the ad-
vantage of the least developed countries
(Egypt and Morocco) and of Lebanon.

The agreements with the Maghreb have
one distinguishing feature, however —
unlike the Lomé Convention and the
other cooperation agreements, they
contain provisions on labour. This social
section — less detailed than the North
African negotiators would have liked,
but which they consider to be extremely
important nonetheless — provides, in
particular, for non-discrimination as
regards wages and working conditions
and various social security measures.

Financial flows to the southern
Mediterranean countries
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The policy n practice

The agreements have given rise to diffi-
culties and disappointments on the
trade side in particular, but cooperation
has progressed in a generally satis-
factory manner. The main complaint
from the Community’s partners is that
the funds available are very limited.

How have they been used? First, the
speed of implementation in the differ-
ent countries: at the end of 1982, only
60% of the funds available in Algeria
and Syria had been committed for the
period 1978-81, although the figure was
almost 100% elsewhere. In the main,
aid under the first protocols was allo-
cated to infrastructure (roads, bridges,
railways, urban development and
hydraulics) and to industry (power
stations and small and medium-sized
businesses) — although training and
research schemes were substantial in
many cases too. In Jordan, 75% of EEC
grant money was spent on this sector
and Algeria earmarked a fair per-
centage of Community funds for the
training of management staff, partic-
ularly in the agricultural sector. The
second protocol has only been partially
implemented. The programmes put
forward by the Community’s partners
reveal a desire to concentrate on fewer
areas. Although not always the case, the
general result is that the agricultural
sector has been given more emphasis.
This applies in Morocco, Egypt and,
above all, Tunisia, where all Commu-
nity aid will go to support the drive for
greater self-sufficiency in food.

In the case of Israel, in addition to EIB
loans, one or two cooperation schemes
of limited scope have been organized
with money from the Community
budget.

In the trade sector, however, the Com-
munity’s partners all see the results as
disappointing. In their eyes, the Medi-
terranean policy has not lived up to
expectations. The proof of this, they
feel, is the continuing or worsening

deficit of their balance of trade with the
Community. They offer three main
explanations for this state of affairs:

‘Firstly, by extending the initial con-
cessions to all Mediterranean countries,
and by granting concessions to other
developing countries, the Community
has eroded their preferences.

Secondly, although it has not been
proved that they are the cause of the
Community’s own problems, the Com-
munity has adopted a protectionist
attitude towards them in the industrial
sector (textiles), without paying proper
attention to the complementary nature
of its own and its preferential partners’
interests.

Thirdly, the common agricultural policy
has become an increasingly protec-
tionist operation, resulting in pro-
duction increases and surpluses regard-
less of the real market situation and
the interests of traditional preferential
suppliers.’!

Large trade deficit

Although the results do not live up to
the hopes the various parties had placed
in the cooperation agreements and even
if, undeniably, certain difficult prob-
lems have arisen, the European view
of the way trade has developed is less
negative. Overall, the Mediteranean
partners’ trade deficit with the Commu-
nity is no doubt still large, but, in most
cases, its relative size has decreased and
the extent to which imports cover
exports has considerably improved. In
Morocco, for example, the ratio of
imports to exports rose from 61%
(1976-79) to 72% (1980-82), in
Tunisia from 50% (1975) to 60%
(1982) and in Egypt from 23% (1975)

! Commission report to the Council on the
exploratory talks with the Mediterranean
countries and the applicant countries
(May 1984).
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Trends in trade with the EEC
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The Ait-Chouarit dam (Morocco). This will provide
water for the town of Marrakesh and the Haouz
region. It will also supply energy to a hydroelectric
power station. The total cost is 242 million ECU and
the Community is providing a third (87 million
ECU, 52 million from the EIB and 37 million from

Some Community-financed projects

will be specializing in the upkeep of communal
buildings (c.g. hospitals), mechanical construction,
and masonry, woodwork and electrical engineering
for the building trade. The Commission budget is
supplying half the total financing (3.9 million ECU).

the Commission budget).

10 million ECU.

The Helwan project (Egypt). This will provide a
sewage network to drain an important industrial
area to the south of Cairo. The water thus collected
will be used to irrigate some 15 000 ha of arable land
in an adjoining region. The project is being co-
financed by Europe and Egypt and the total cost is
183 million ECU. The Commission is providing
46.5 million of this from its own budget, Italy is
contributing 5 million ECU and the Netherlands

Training centres (Tunisia). The Commission and
Tunisia are co-financing three training centres which

The Centre for Scientific Study and Research,
Damascus (Syria). The Commission has provided
scientific equipment for remote sensing, solar
energy, optics (laser), minicomputerization and
lubrication. Total aid of 5.4 million ECU also
includes the technical assistance required to run the
equipment in and to train Syrian scientific staff.

The Industrial Development Bank (Jordan). This
bank has obtained a 6.3 million ECU loan (6 million
from the EIB’s own resources and 0.3 million in the
form of special loans) — an example of Community
support for small and medium-sized businesses via
loans to development banks for onlending.

to 70% (1981-82). The figure for Israel
was 85% in 1980, but it dropped after-
wards, mainly because of domestic
economic policy (see table).

The Community, it is true, asked some
of its partners to subscribe to voluntary
restraint agreements in the textile sector
in 1978, although there was no provi-
sion for this in the cooperation agree-
ments. However, these measures were
more favourable than those which the
Community negotiated with its non-
preferential partners. The statistics
show that they have not halted the
development of exports, even if the rate
at which these have increased has
slowed. Between 1978 and 1981, for
example, Morocco’s textile exports
increased 25% in volume and 52% in
value, while Spain’s textile exports
increased in volume by only 5.6%, and
Portugal’s by 14%, over the same
period.

As regards agricultural products — of
particular importance to Morocco,
Tunisia and Israel — the difficulties
which the Community has encountered
with its own Mediterranean produce
may have prevented the vigorous ex-
pansion of trade which its partners ,
wanted from the agreements, but they
have not resulted in a general decline
in exports. On the contrary, these have
increased. B

A few facts
Food dependency

Two countries — Algeria and Egypt — are heavily dependent on out-
side sources when it comes to meeting their food requirements. The
figure is 70% for Algeria and 50% overall for Egypt (although it is as
high as 75% for cereals, as against 25% in 1960).

Agricultural trade

All the southern Mediterranean countries are running a deficit on their
overall agricultural trade balance and (except Israel) on their trade
balance with the Community too. European farmers sell more agri-
cultural products to these countries than their farmers sell to Europe.
In 1980, the Community recorded a surplus of something like 1 500
million ECU in its trade with the Maghreb and Mashreq countries. It
is worth comparing this figure with the amount of official aid which
these countries get from the Community and the Member States —
about USD 800 million.

Morocco is one of the countries in the group with a slight surplus in its
agricultural trade with the Community. However, while Morocco’s
exports to Europe increased by 13% between 1976 and 1982, Euro-
pean sales to Morocco increased by around 200%.

Dependence on overseas markets

This is one of the features of the economies of the southern Mediter-
ranean countries, as indeed of most developing countries. Regional
trade is still small: trade with other Arab countries only represents
1.8% of Algeria’s exports, 2.8% of Morocco’s exports and 5.4% of
Tunisia’s exports.
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The challenge of enlargement

With the prospect of Spain and Portugal
joining the Community, the southern
Mediterranean countries’ disappoint-
ment turned to plain anxiety.

Paradoxically, as the Community
becomes more Mediterranean, it is
likely to have even more problems
sticking to its idea of a policy covering
the whole of the region to the greater
good of everyone concerned.

Not that the political project is open to
question. The applicant countries are
completely behind it. Portugal has
emphasized ‘the obvious interest of
keeping and extending a coherent
Mediterranean policy for the enlarged
Community’, and Spain has pointed out
that ‘political stability in this area is a
central feature of Spanish foreign
policy . . . and that such stability is
closely linked to economic stability . . .’

It is the affinities between the Medi-
terranean countries that justify the
political project and at the same time
complicate the process of putting it into
practice in economic terms. The trouble
is that they all produce the same crops.
Agriculturally, they do not complement
each other, they compete with each
other. Worse, production often out-
strips consumption, not just in the Com-
munity but in the Mediterranean region
itself. The enlarged Community will be
self-sufficient in many areas. Its cover-
age of its own needs will rise from 96%
to 106% in the case of olive oil, from
49% to 86% in the case of citrus fruit

and it will be up near the 100% mark in
the case of many fresh vegetables.
There will be bigger wine surpluses too.
So what future is there for the tradi-
tional exports of the southern Medi-
terranean countries?

Their foremost concern is with agri-
cultural products. This is a field where
there is obvious competition and they
are going to be on the wrong side of the
fence. Because, for some countries
(Israel, Morocco and Tunisia), pro-
duction and export of these products
are vital. And because, in agriculture,
changes are long and difficult and it is
not always possible to diversify. This is
a problem both sides of the Mediter-
ranean, but it is not the only one the
Community’s partners have in mind.

They are unanimous in emphasizing
that the accession of Portugal and Spain
will accentuate most of the factors
behind the crisis in their relations with
the Community — an increase in sensi-
tive sectors (textiles, for example), free
movement of Portuguese and Spanish
workers, dwindling resources for finan-
cial cooperation . . . and a tendency for
investors to shift their investments to
the applicant countries, etc.!

The accession negotiations began in
1978-79 and have been progressing
slowly since. As soon as they opened,
the southern Mediterranean countries
insisted on the Community running
parallel negotiations with them and
after several cooperation councils had

discussed the matter, exploratory talks
were held in 1983 and 1984.

New policy guidelines

The European Commission took
account of the criticism and suggestions
formulated on this occasion when it laid
down the guidelines for the Mediter-
ranean policy of the enlarged Com-
munity.

They can be summarized as follows:

(i) The definition of a new Mediter-
ranean policy should certainly take
account of the consequences of enlarge-
ment, but it should also look at the
relative shortcomings in the implemen-
tation of the cooperation agreements.

(ii) The trade provisions of the agree-
ments are fundamental to relations be-
tween the Community and the third
countries of the Mediterranean and the
new policy should pay particular atten-
tion to improving the way they work.

(iii) As a result, the Community should
confirm the opening of its market for
industrial products — which means
dropping certain restrictive measures
in the long run. However, the main need
is for more industrial consultation to
prevent further disruptive situations
from arising.

(iv) The need, which the Commission
recognizes, to maintain the patterns of
trade in products which are of major
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economic importance to the partner
countries means that solutions have to
be found for agricultural products if
trade is not to fall below its present
level. Specific proposals have been
made with this in mind, particularly for
fruit and vegetables, olive oil and wine.
Opening up the Community market to
a greater extent, while essential in the
immediate future, does not rule out
efforts to achieve product diversifi-
cation.

(v) Diversification should also be one of
the aims of greater agricultural coop-
eration, in accordance with the wishes
of the partner countries, who all want
Community support for their food
strategies.

(vi) Other areas of cooperation should
be encouraged too: actions to boost
regional integration and develop trade
between countries in the Mediter-
ranean, scientific and technical coop-
eration to develop local capacity, and
the development of small and medium-
sized businesses.

(vii) The social sector has not been for-
gotten. On migrant workers, the Com-
mission comes out firmly against any
policy of compulsory and systematic
return. But there should also be support
for vocational training, both for migrant
workers in the Community and for
those who choose to return to their
home countries (aid to voluntary re-
patriation).

I THE MEDITERRANEAN POLICY

(viii) Although commercial coopera-
tion and the development of trade are
both considered as preconditions for a
dynamic relationship, the financial aid
to be allocated by the Community is still
important. It should be increased
because ‘the extent to which the Com-
munity contributes to its partners’
economic and social development and
develops a strategy of complemen-
tarity with them’" will be the decisive
test of its desire to implement an overall
Mediterranean policy. ‘The combi-
nation of trade and cooperation will be
the cornerstone of this policy.”'

These are only guidelines. None of the
Member States of the Community
questions the principles behind them
and they all realize what is at stake. The
Commission’s appeal is quite unam-
biguous: ‘The next enlargement will
increase both the Community’s sensi-
tivity and its responsibilities towards
this region. It should prompt greater
awareness of this and stimulate the
political will to deal not only with the
immediate consequences, important
and difficult as they are, but also with
the longer-term problem of the funda-
mental interests of the Mediterranean
countries as a whole, which make the
short-term cost and sacrifices seem very
modest — as in fact they are.”' B

! Commission report to the Council on the
exploratory talks with the Mediterranean
countries and the applicant countries
(May 1984).

13



B THE MEDITERRANEAN POLICY R B

Bibliography

Official documents

A Mediterranean policy for the enlarged Community (1982)
Commission report to the Council on the exploratory talks with the Medi-
terranean countries and the applicant countries. Commission proposals
concerning the implementation of a Mediterranean policy for the
enlarged Community (1984)

EEC publications

Implications for the southern Mediterranean countries of the second
enlargement of the European Community (1980)

Implications of the second enlargement for the Mediterranean and ‘ACP’
policies of the European Community (1980)

Cooperation agreements:

Egypt, Syria (1978)

Algeria, Israel, Lebanon, Morocco (1980)

Tunisia (1982)

Jordan (1983)
Cooperation agreements between the EEC and the Maghreb countries
(1982)
The European Community and the Arab world (1982)
Trade between the European Community and the Arab League countries
(1983)

Other publications

The Community’s Arab policy (Bureau d’informations européennes,
1982)

14












