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PROGRAMME OF THE WORKSHOP

DIRECTORATE GENERAL FOR EXTERNAL POLICIES

Policy Department and Committee on International Trade
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THE EUROMED REGION AFTER THE ARAB SPRING AND
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Altiero Spinelli Building
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Tuesday, 18 June 2013
16.00 to 18.30

PROGRAMME

16.00 Welcome and introduction to the workshop by INTA Chairman Prof. Vital Moreira

Panel 1: Economic causes and effects of the "Arab Spring"

16.15 Address by Mr Ignacio Garcia Bercero, Director, DG Trade, European Commission

16.25 Address by Mr Pier Antonio Panzeri, Chair of the Delegation for relations with the
Maghreb countries and the Arab Maghreb Union

16.35 Presentation by Professor Ahmed Ghoneim, Cairo University

16.45 First round of questions and answers

Panel 2: An economic response to crisis: a new generation of trade agreements
with the MED countries

17.15 Presentation by Professor Erwan Lannon, College of Europe and University of Ghent

17.30 Address by H.E. Ambassador Alem Menaour, Ambassador of Morocco to the
European Union

17.45 Second round of questions and answers

18.15 Closure of the workshop by INTA Chairman Prof. Vital Moreira
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PART I: SUMMARY OF THE WORKSHOP

Prof. Vital Moreira, Chairman of the INTA Committee, briefly welcomed the participants of the workshop
panel and the audience to the workshop. He also stated that the first part of the workshop would be
based on the economic causes and effects of the “Arab Spring”. The second part of the workshop would
focus on the discussion of a new generation of trade agreements with the MED countries.

Mr Peter Balas, Deputy Director-General, DG Trade, European Commission, then presented the key
challenges from the viewpoint of the European Commission. According to Mr Balas, the economic
dimension of the current challenges posed to MED countries should not be underestimated. An
improvement on the situation depends on both political and economic responses. However, especially
the economic challenges need to be addressed, which would lead to the necessary creation of jobs as
well. In the medium-term, Tunisia, Marokko, Egypt and Jordan need to undergo a process of economic
and political reforms, which the European Commission supports and regards as a joint responsibility.
This would lead to an increase in employment and a necessary increase in foreign direct investment.
The challenges of these countries go beyond the mere issue of trade relations and the European
Commission has a strong interest to support this general process of reforms.

It also has to be noted that all of these countries already have trade agreements with the EU, but that
these agreements are only very limited. Concerning Tunisia, for example, there is no opening of the
services sector towards the EU. Furthermore, an opening of the agricultural sectors of these countries to
the EU would be necessary. The main challenges of following, deeper trade agreements should be to
tackle behind-the-border barriers such as technical regulations, standards, for example, concerning
sanitary and phytosanitary measures. However, the ambition of the new trade agreements even goes
beyond classical non-tariff barriers. The agreements should support a process of establishing of a
regulatory model in these countries which is compatible with EU standards. Finally, in the long-term,
the ambition would be to create a free trade area between the EU and the MED region.

So far, negotiations have started with Marokko. Mr Balas also stressed that the negotiations have to be
legitimate, i.e. be based on a process of consultations with stakeholders and civil society in the MED
countries.

Mr Pier Antonio Panzeri, Chair of the Delegation for relations with the Maghreb countries and the Arab
Maghreb Union, then stated that a lot has been said about the political aspects of the “Arab Spring”, but
that not enough analysis has been made concerning the economic impacts. The initial idea of the “Arab
Spring” was about improving the economic situation of the population in the countries in question.
Many MED countries have been left behind when it comes to a comparison of international economic
development, which is due, for example, a scarcity of resources and youth unemployment. It is thus
impossible to analyze the “Arab Spring” from a purely political point. Necessary democratic growth and
political stability in these countries can only be realized when taking into account economic measures
as well.

Over the last years, the economic and trade relations of the MED countries with the EU have intensified,
but the results were not as expected. A possible criticism towards the EU could be that it has focused
mainly on the Eastern region during the last years. The question, however, is how the EU can help the
MED region as well. The EU should promote a true EUROMED area of partnership. There is a need for a
package of reforms in MED countries.

Prof. Ahmed Ghoneim from Cairo University then presented an analysis of the economic causes and the
economic impact of the “Arab Spring”. Concerning the causes of the “Arab Spring”, Prof. Ghoneim also
referred to elements of political economy. He stated that the governments that existed before the “Arab
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Spring” did not take into account the social contract between the government and the population. This
resulted in a deterioration of the education systems, in missing productivity, the existence of corruption
and systems of nepotism which replaced a necessary social safety net.

After the “Arab Spring”, one important point is that the current economic situation in the MED countries
is serious and that the existing governments are unable to deal with it. This is mainly due to the fact that
the priority of the regimes is not the economic situation, but rather popularity. If they were to mainly
address the economic problems and challenges, the regimes would run the risk of losing elections.
Thus, as a result of the “Arab Spring”, economic problems of the region are not being addressed and
persist. Concerning the role of the EU, it is important that the EU does not deal with the region as one,
but deals with the countries and their specific problems individually.

The workshop then continued with a first round of questions and answers.

Paul Murphy stressed that the policies of the European Commission towards the MED countries should
be based on the improvement of the situation of the populations. EC policies should be based on
improving public investment and public development. Furthermore, Mr Murphy inquired about the
importance of the debts of these countries towards the EU. He also asked if the debts could be
cancelled.

C. Muscardi pointed out that each individual MED country has different features and different cultures
and that the EU therefore cannot deal with the region as one. Rather, countries should be dealt with
individually in bilateral negotiations. Furthermore, C. Muscardi stressed the importance of capacity
building in the MED countries and asked how the EU policy will lay a focus on helping small companies
in these countries.

MEP H. Scholz stated that the Barcelona process and the preferential economic cooperation process
between the EU and the MED countries before the “Arab Spring” only resulted in strengthening
illegitimate regimes that existed before. H. Scholz then asked about the comparison between EU
policies and trade negotiations with the MED countries and other Arab countries. Furthermore, H.
Scholz asked how negotiations on free trade agreements between the EU and MED countries improves
the general multilateral economic situation, also in the light of the Bali conference.

Pedro Marro from the European economic and social Committee stated that it is fundamental to
include the civil society in the process of negotiating increased economic and trade cooperation
between the EU and MED countries. The EU and MED countries should consult civil society and give it a
chance to be involved in the process. Furthermore, Mr Marro asked how the impact concerning
sustainability of the agreements will be measured.

These questions were then followed by answers from the workshop panel.

Mr Peter Balas, Deputy Director-General, DG Trade, European Commission, stated that the impact of
economic cooperation between the EU and MED countries so far was positive, but limited. For example,
the existing agreements negotiated until now have only resulted in a limited liberalization of the
agricultural sector. Mr Balas also referred to the differences between individual MED countries and
stressed that the European Commission does not treat each MED country as the same. Accordingly, the
strategy of the European Commission concerning future negotiations for increased trade agreements
does not follow a “one-size-fits-all” approach. However, Mr Balas also stressed that there needs to be a
process of deep and economic integration. There has to be substantial political motivation to do so
within the MED countries. As a result, the European Commission does not intend to rush the process of
increasing economic cooperation. If future trade agreements are negotiated, it needs to be within a
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process of truly deep and comprehensive economic integration. In addition to that, this process will
include engagement with the civil society of MED countries as well.

Pier Antonio Panzeri, Chair of the Delegation for relations with the Maghreb countries and the Arab
Maghreb Union, stated that the EU is paying for its own delays. The EU has long exchanged regional
stability for the continuation of the regimes prior to the “Arab Spring”. The EU now has to adapt its
strategy to the “Arab Spring” with its political and economic impacts. Furthermore, Mr Panzeri stressed
that the Mediterranean area is not a single entity. The EU policies should aim to promote economic and
social changes in each of the individual countries. According to Mr Panzeri, the EU has not reached its
objectives in the region and needs to communicate more with civil society.

Prof. Ghoneim from Cairo University then stated that Egypt was unable to manage the current
economic challenges due to the inability of the Egyptian government to do so. Furthermore, if the
government is unable to address these problems, economic investments into Egypt will also decrease.

Concerning the issue of the importance of external debt, Prof. Ghoneim pointed out that the debt has
been rising dramatically and he stressed that this is a very dangerous problem. He also stated that a
cancellation of debts would be very helpful for the process of economic development of the MED
countries.

Concerning SMEs, Prof. Ghoneim said that they can be a catalyst and that such enterprises can help the
general process of economic and social development of the MED countries. However, there is currently
not a well developed strategy concerning SMEs and it would firstly be necessary to analyze the specific
needs of the SMEs in the individual countries.

Prof. Ghoneim also referred to the absence of a clear benchmark for the impact of the existing
agreements between the EU and MED countries. There is no common template for assessing the impact
of the FTAs, and thus a comparison and analysis of the current impact is not possible. Such a template
has to be developed in order to assess the existing cooperation.

The workshop then continued with its second part focusing on the discussion of a new generation of
trade agreements with the MED countries.

Professor Erwan Lannon from the College of Europe and the University of Ghent stated that there were
several forms of responses to the Arab Spring. In addition to the immediate responses by the EU, there
was also a medium-term response. The medium-term response was a mandate from the Council of the
European Union for the European Commission to negotiate free trade agreements with the region. Prof.
Lannon stressed, however, that the DCFTAs were already conceived before the “Arab Spring”. Within
the European Neighbourhood Policy, a number of association agreements already exist. The planned
negotiations with MED countries are thus simply an enhancement of these agreements and aim at
concluding  free trade areas, but not free trade agreements. As a result, the planned negotiations with
MED countries cannot really be regarded as a new generation of agreements.

Furthermore, Prof. Lannon stressed that the overall situation will become more complex due to the
proliferation of sectoral agreements. In order to cope with this increasing complexity, there must be
deeper political cooperation between the EU and MED countries. Furthermore, sectoral impact
assessments for each individual MED country are necessary in order to achieve sufficient legal
rationalization of the planned negotiations. According to Prof. Lannon, one of the main challenges for
the future EU policy is how to manage the increasing complexity of economic and trade relations and
agreements with MED countries.

Peter Balas, Deputy Director General, DG Trade, European Commission, directly reacted to the
presentation by Prof. Lannon. He also stated that there was an initiative by the European Commission to
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deepen existing agreements before the “Arab Spring”. However, he then stressed that after the “Arab
Spring” the European Commission aims for launching negotiations on a new generation of free trade
agreements which will be based on the existing association agreements. Mr Balas also pointed out that
the first negotiations on such a free trade agreement were launched between the EU and Morocco. Mr
Balas also stressed that the idea behind the new generation of free trade agreements was to develop to
a maximum extent the economic and trade dimension of the existing association agreements. As a
result, the DCFTAs should be considered a fully new generation of free trade agreements, and not be
considered as a mere proliferation of sectoral agreements.

H.E. Ambassador Alem Menaour, Ambassador of Morocco to the European Union then stated that
Morocco is the first country to negotiate a DCFTA with the European Commission. He also pointed out
that there were statements in March and May 2011 by the EU as a reaction to the “Arab Spring”. He also
stressed there was a debate to strengthen the economic ties between the EU and Morocco already
before the “Arab Spring”.

H.E. Ambassador Alem Menaour also stated that, in fact, Morocco wishes to be granted four basic
freedoms by the EU: the freedoms of movement of capital, goods, services and persons. As a result,
Morocco wishes to move towards the establishment of one economic space between the EU and
Morocco.

On the other hand, H.E. Ambassador Alem Menaour pointed out that, concerning the issue of standards
and technical issues, Morocco will not incorporate all of the EU standards. The approach for increasing
economic cooperation needs to be based on an inclusion and participation of both countries.

Furthermore, H.E. Ambassador Alem Menaour stated that Morocco has the need of a solidarity pact with
the EU. Morocco is not able to pay everything and the EU should grant Morocco aid from a cohesion
fund or structural fund which would need to be included in order to address the social fallout in
Morocco.

The workshop then continued with a second round of questions and answers.

MEP Paul Murphy asked what the impact of this new generation of free trade agreements would be on
small farmers in MED countries. Furthermore, he inquired about the participation of the South Saharan
region in the negotiations of these agreements.

A citizen working in the IT sector asked how the money given to MED countries would be spent and
how it would be made sure that the money is not spent for other purposes than intended?

A political advisor of the EPP group stated that the agricultural and services sectors are important in
Morocco. He then asked to what extent Morocco would make structural adjustments in order to comply
with the results of the negotiations.

C. Muscardi directed a question directly to H.E. Ambassador Alem Menaour and asked what kind of
impact the free trade agreement would have on the “Green Morocco Plan”.

H.E. the Ambassador of Jordan, stated that Jordan had an action plan already before the “Arab Spring”.
Following the “Arab Spring”, Jordan aims to negotiate a DCFTA with the EU. Such an agreement would
be badly needed not only by Jordan, but also by Morocco, Tunisia and Egypt, especially due to the
resulting economic impact. However, the negotiations would be a very sophisticated process. As a
result, there is a need of further simplification so that the negotiation process can become more
effective. For example, the European system of rules of origin is too complex and needs to be simplified.

H.E. the Ambassador of Tunisia stressed that the EU cannot impose everything. In a negotiations, there
have to be both good and bad elements for both sides. Also, the EU should take into account the
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differences between the individual MED countries. Concerning Tunisia, he stated that it is currently in a
phase of transformation and would not be able to join the process of negotiations, yet. Also, the civil
society needs to be consulted and this process of consultation is currently ongoing. As soon as this
process is finished, Tunisia will start the process of negotiations with the EU.

The workshop then continued with answers from the workshop panel.

Prof. Lannon stated that there is a difference between the existing agreements and a potential new
generation of free trade agreements in terms of the frameworks. As a result, it is necessary to launch
negotiations on a truly new generation of free trade agreements with truly new frameworks as a basis.

H.E. Ambassador Alem Menaour, Ambassador of Morocco to the European Union, answered the
question of Paul Murphy by agreeing that there are 6 million farmers in Morocco which live from small
farming and that this question is extremely important. He also stated that Morocco is one of the leading
countries concerning human rights. In addition to that, he emphasized that the South Saharan region is
well involved in the process of the negotiations.

He also stressed the need of both economic and social reform in Morocco. He stated that political
reforms are ongoing since 2000 and that 70% of the money given as aid to Morocco deals directly with
social sectors. He also stated that structural reforms and the “Green Morocco Plan” would not be
affected.

Peter Balas, Deputy Director General, DG Trade, European Commission, directed an answer directly to
Paul Murphy and stated that that a large liberalization in the agricultural sector has already been
undertaken. Furthermore, the new generation of free trade agreements will be better at tackling
existing NTBs.

Mr Balas then also stated that, concerning the framework of the DCFTAs, these agreements would be
added as a protocol to the existing association agreements with the MED countries.

Prof. Vital Moreira, Chairman of the INTA Committee, then concluded the workshop by thanking all of
the participants and by stating that the EU is keen on fulfilling all of its obligations on their parts in the
following negotiations with MED countries.
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PART II: ECONOMIC CAUSES AND EFFECTS OF THE “ARAB UPRISING”
Prof. Ahmed Ghoneim

Abstract

This study aims at investigating the economic causes behind the Arab uprising. The focus of the study
is on MED countries, which are the Arab countries engaged with the EU in the Barcelona process. The
study adopts a political economy approach as social and political reasons cannot be ignored when
undertaking economic analysis. The study argues that unemployment, an inefficient social safety net
and crony capitalism are the main reasons behind the Arab uprising. The study also reviews the
economic and trade relationships between MED and the European Union (EU) with the aim of
analysing the nature of cooperation and the various policies adopted, and whether such these have
helped MED to achieve their developmental goals or not. Finally, the study looks at the economic and
trade policies likely to prevail in MED after the Arab uprising. The study argues that the EU is in urgent
need of revisiting its approach in dealing with the MED. To date the schemes of cooperation have
failed to address the developmental needs and have focused on deep integration as a goal rather
than as a mean to achieve developmental objectives.



The Euromed Region after the Arab Spring and the new generation of DCFTAs

13

EXECUTIVE SUMMARY
The macroeconomic indicators of MED before the Arab uprising were relatively good. In fact, the
economies of countries like Tunisia and to a lesser extent Egypt were appraised by international
organizations as performing relatively, well and, according to their standards, enjoying an
improvement over time.  Yet, results in terms of achieving decent growth rates, accumulating foreign
reserves, lessening budget deficits, turning balance of payments from deficits to surpluses and
controlling inflation did not tell the full story. Problems below the surface were proliferating. Such
problems are not new, but were either neglected or overlooked by both the MED governments as
well as the international community. We can identify three main problems in this regard, namely
unemployment; lack of or inefficient social safety nets; and anti-competitive behaviour mixed with
vivid elements of crony capitalism. From a political economy perspective these three problems are to
a large extent interrelated.  Moreover, the developmental model adopted by such countries is a major
culprit in the process.

Since their independence MED have relied heavily on the government intervention in the economy.
Social contracts were established between the governing autocratic regimes and society in which the
government is responsible for jobs, subsidized food and fuel in return of stability and security. Over
time, and starting the 1990s when the economic situation worsened, there grew an urgent need for
reform. The reform adopted was based on “Washington Consensus” type of prescription and the
governing regimes started to liberalize the economies concerned. But such measures failed to allow
the private sector to become an engine of growth due to the inheritance of bureaucracy, rent seeking
activities and the old social contract. Moreover, the regimes failed to reform the social safety nets to
make them more efficient (by reducing leakages, good targeting etc.), and neglected the necessity of
establishing the right institutions to govern the market (e.g. competition laws). In time, two new
variables emerged, namely the desire of the governing dictators to ensure succession by their family
members and increasing economic pressures stemming from high population growth rates, an
inability to the reform the system of subsidies and failure to reform the social safety net. In response
the governing regimes increased their dubious ties with the certain elements of the private sector
and allowed the informal sector to proliferate. This planted the seeds of grand and petty corruption,
but served to sustain political support for the regimes (by creating beneficiaries from the succession
procedure as well as compensating for their failure to reform provision of public social services). The
end result was an increasing loss of trust in the regimes among various segments of the population
and discontent that the old social contract was no longer respected, especially in light of the rising
unemployment rates among the youth.  A mixture of anger about the political, economic, and social
conditions triggered by the domino effect of developments in other Arab countries, together with an
inability to handle the protests and demonstrations then ultimately led to the revolutions and fall of
some MED regimes.

Domestic Obstacles to Growth

There are a number of economic and governance-related reasons for the lack of a sustainable
integration of MED in the world economy. Among the economic reasons has been the high
concentration of trade whether on commodity basis or geographical basis. Egypt’s exports remain
concentrated in fuel (constituting around 60 percent of its merchandise exports) whereas Tunisia’s
trade remains concentrated on the European Union (EU) (around 80 percent). Such inability to
diversify, make use of services trade potential, and join the global value chains implied, resulted in
stagnation. Export strategies did not give enough attention to labour intensive products, so that
growth in exports was not always accompanied by job creation. The educational system produced
outcomes that do not match the labour market needs. The final result was structural unemployment
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mixed with disguised unemployment and underemployment. Hence, public sector and informal
sector remained the largest employers leading to lower productivity levels in the whole economy.

Among the governance reasons is the weak rule of law where favouritism and nepotism became the
norm creating crony capitalism that ultimately resulted in the proliferation of anti-competitive
behaviour and reduced efficiency of the whole economy. Moreover, lack of protection of property
rights, rent seeking activities, and proliferation of corruption resulted in a weak business environment
and inability to promote domestic and attract foreign investment. Bias against small and medium
enterprises (SMEs) in terms of investment and credit policies and the high transaction costs of doing
business prevented SMEs from playing an effective role.  The lack of democracy and focus on
succession has not been easily tackled and could even become more pronounced.

The question is then to what extent are such ills of economics and governance likely to be solved in
the aftermath of the Arab uprising?

Bearing in mind the factors discussed above, such as the problem of the social contract, the model of
development adopted, as well as the worsening economic indicators in the last two years; it seems
unlikely that the economic conditions will change in the near future. The governance challenges are
also unlikely to be drastically changed. The only change likely to happen is the removal of the old
private sector tycoons who were heavily engaged with the former regimes. But this does not
necessarily imply a more conducive business environment. The large vacuum this will leave in the
economies or the region will have to be filled quickly. The new regimes, in light of worsening
economic conditions, might be forced to revert to something similar, either foreign or domestic, but
not necessarily more efficient.

Evaluation of EU-MED Trade Relations

The evaluation of EU-MED trade relations is a vast topic that certainly requires more space than is
available in this report to be adequately addressed. Hence, here we will focus on the main
characteristics of the EU relations with MED countries and ask what the EU could do better?

The EU has been constantly changing the framework governing its trade policies with MED. One key
question the EU has not yet settled is whether it should deal with MED countries bilaterally, as a
regional bloc, or a number of sub-regional blocs or in a wider context including non-MED countries.
Repeated changes in the EU approach of this kind have resulted in a lack of consistency. For example,
the criteria for choosing MED in the Barcelona process have not been clear, whether they are
geographical or political or a mixture of both. Nevertheless, the Barcelona process created a new
framework that was significantly acceptable by the MED. In fact, it acted as a template and a model
for MED in the preferential trade agreements the negotiated with other parties (e.g. Pan Arab Free
Trade area adopting rules of origin very similar to those adopted in the Association Agreements
following Barcelona). The Association Agreements following the Barcelona Process, even before
being implemented, were soon announced (explicitly or implicitly) to be a failure as they lacked some
elements of deep integration. They were complemented by the European Neighbourhood Policy,
which was mainly aimed at deepening integration. From a theoretical perspective, the European
Neighbourhood Policy and its associated Action Plans allow MED to pick and choose among the EU
institutions and policies that they perceive as relevant to their stage in developmental and their
urgent needs. This then determines MED priorities on where to engage in deeper integration with the
EU. The Neighbourhood Policy also helped the EU to overcome its inability to decide on an optimal
framework for dealing MED (regional or bilateral) as it mixed the two by having a regional umbrella
and more specific and concrete bilateral Action Plans. In this case, the EU is acting as a benevolent
trading partner and its supply of funds and its flexibility on deep integration should have been
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applauded. Yet in practice the Action Plans turned out to be vague, did not identify clear priorities or
set too many, and lacked a clear means of enhancing deep integration.  The end result was that the
Neighbourhood Policy added little to the Barcelona Process. In fact, it eliminated the EU specificity of
the Barcelona Process to the MED. The Union for the Mediterranean then followed. Despite the
political clouds that accompanied its birth this emphasized “ownership,” which the EU recognized
had been missing in its formulation of trade and other policies with MED.

The continuous change of the institutional framework governing the trade relations between EU and
MED implies that there is a problem. The EU has been searching for an optimal framework but is still
to find one. These changes could be tolerated if there were evidence that former arrangements had
failed to enhance trade relations.  But there is no such empirical evidence of failure and in many cases
changes were made before enough time had elapsed to assess the former framework. For example,
the Neighbourhood Policy was initiated in 2003 but Egypt started to implement the Association
Agreement of Barcelona in 2004! Deep integration aspects could have been enhanced without the
necessity of adopting a new institutional framework (e.g. the twinning agreements do not follow any
Action Plan).

Regarding investment, no disaggregated data is available to permit a balanced judgment of EU-MED
relations. The available data and information shows that the EU is a major investor in the MED
countries and that investment is concentrated in the energy sector, followed by finance and
telecommunications. EU foreign direct investment (FDI) did not flow strongly into the manufacturing
sector in MED, despite its importance for development. The economic and governance issues
mentioned above might explain this.  But again, it might be due to the lack of due attention to FDI in
the institutional framework governing relations between the two sides of the Mediterranean. The
pending negotiations on services, which also include investment, do not so far seem to be heading
for a happy conclusion.

One of the main problems associated with the evaluation of EU – MED trade and investment is the
absence of clear benchmarks. Even when focusing on trade patterns, the evaluation can differ
depending on whether we focus on absolute rates of growth, or shares of EU exports and imports in
MED total trade. On a disaggregated level, such as for agriculture sector, there are conflicting signals
in the shape of the constraints set and the relaxation of some of them (due to the liberalization of the
agriculture in 2010 with Egypt for example).

The Economic and Trade Scenarios in the Aftermath of the Arab Uprising

The EU, as the rest of the international community, was enthusiastic in helping MED populations after
the Arab uprising. Announcing the allocation of aid (e.g. Deauville Partnership among other
initiatives) signalled the political will of the EU to help MED overcome the difficult transitional period.
Moreover, the announcement of the start of a series of Deep and Comprehensive Free Trade Areas
(DCFTAs) also signalled the political willingness to help MED. Yet, we need to question such signals.
On the one front, the enthusiasm for providing aid weakened in response to the unpleasant
developments in the region that caste doubt on the ability of the new regimes to prudently manage
MED in such a difficult transitional period. In terms of ideology, it is clear that the new regimes have
adopted a liberal view on the economy combined with social justice, at least in theory. But, so far,
their ability to manage the economy has remained generally limited. On the other front, it is not clear
what will DCFTAs add in terms of market access or deep integration. Does it really require costly
negotiations and the establishment of yet another framework? The EU should spend more effort
helping the new regimes address the developmental needs through financial and technical
assistance and adoption of new means of opening up for MED (services and migration), rather than
embarking on DCFTAs.
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The EU is likely to follow one of the following two approaches, or a mixture of the two: business as
usual where the EU continues to change the institutional setup on the grounds of the failure of the
past setups in achieving deep integration or; wait and see, a more likely approach in light of the
escalation of events in some of the MED countries. We suggest that the EU should pursue neither of
these but a comprehensive approach.

Such a comprehensive approach requires revisiting how the EU deals with MED. It requires the EU to
take a step back and reconsider how to deal with the economic and trade relations with MED. It
requires thinking of trade as a means of development and not as a goal in itself. It requires when
talking about deep integration, to do so as a tool for better market access for MED suppliers in the EU
market that can only have positive developmental gains. It requires considering the human and
technical capacity prevailing in MED and whether they are capable of managing the unnecessary and
continuous change in EU policies towards the MED. This include development aid which in many
cases has remained ineffective.
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1. INTRODUCTION

Arab South Mediterranean countries (hereinafter referred to as MED)1 have experienced dramatic
changes in light of the Arab uprising that started in Tunisia in the end of 2010 and then was spread to
some of the other MED. The impact of the Arab uprising differed from country to country and ranged
from a change of the whole governing regime  (Egypt, Tunisia, and Libya) to significant changes in
social and economic policies (Jordan and Morocco) and to slight or no change (Palestine, Algeria, and
Lebanon). The aftermath of the Arab uprising has proven that the transition is a difficult one. It started
with high aspirations for better socio-economic conditions and political governance, but ended in a
bumpy road full of additional significant political, social, and economic challenges. Adding to the
structural problems that MED have historically suffered, stabilization policies needed to tackle the
deteriorating economic situation while preserving social demands and aspirations in unstable
political environment proved to be an impossible mission.

This study aims at investigating the economic causes behind the Arab uprising. Though the core of
the analysis is economic, social and political reasons cannot be ignored. Hence, we adopt a political
economy approach to identify the economic reasons behind the Arab uprising and elaborate on the
main domestic obstacles that have prevented MED from achieving socio-economic development and
an integration into the world economy.

The study also reviews the economic and trade relationships between the MED and the European
Union (EU), analyses the approach to cooperation and varying policies adopted and whether these
have helped MED to achieve their developmental goals or not. Again a political economy approach is
adopted with the aim of providing a critical review of the EU’s approach toward the MED.

Finally, the study considers the economic and trade orientation likely to prevail in the MED after the
Arab uprising in light of the economic ideology of the new governing regimes and reviews the
different scenarios for EU relations with the MED.

2. MAIN ECONOMIC CAUSES OF THE ARAB UPRISING

The macroeconomic indicators of MED before the Arab uprising were relatively good (table 1). In fact,
countries like Tunisia and to a lesser extent Egypt were commended by international organizations
for their relatively good economic performance, which according to their standards has been
improving over time. Egypt was put in the “top reformer” category in 2006/2007 by Doing Business
Report (2008) thanks to improvements in 5 of the 10 areas studied by Doing Business2 and Tunisia was
seen as one of the fastest growing economies in the MENA region prior to its revolution in January
20113.

1 MED refers to the eight Arab countries that were part of the Barcelona process and includes Algeria, Egypt, Jordan,
Lebanon, Morocco, Palestine, Syria, and Tunisia.
2 World Bank (2008), Doing Business 2008, The World Bank, Washington D.C.., Available online at:
http://www.doingbusiness.org/reports/global-reports/doing-business-2008/
3 Chemingui, Mohamed A. and Marco V. Sánchez (2011), “Assessing Development Strategies to Achieve the MDGs in the
Republic of Tunisia”, Country Study, United Nations Department for Social and Economic Affairs, October 2011, Webpage:
http://www.un.org/en/development/desa/policy/capacity/output_studies/roa87_study_tun.pdf

http://www.doingbusiness.org/reports/global-reports/doing-business-2008/
http://www.un.org/en/development/desa/policy/capacity/output_studies/roa87_study_tun.pdf
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Table 1: Selected Economic Indicators for Egypt and Tunisia over the Period 2008-2011

Indicator Egypt Tunisia
2008 2009 2010 2011 2008 2009 2010 2011

GDP growth (annual %) 7.2 4.7 5.1 1.8 4.6 3.0 3.0 -2.0

Current account balance (% of GDP) -0.9 -1.8 -2.1 -2.4 -3.8 -2.8 -4.7 -7.3

Total reserves in months of imports 6.0 7.4 6.7 3.3 3.7 5.8 4.4 3.3

Total Unemployment (% of total labor force) 8.7 9.4 9.0 12.4 13.3 13.0 -

State Budget Cash Deficit (% of GDP) -6.4 -6.6 -7.7 -10.1 -0.6 -1.5 -1.4 -3.7

Total reserves (% of total external debt) 102.5 99.8 101.7 53.2 43.4 51.0 44.3 34.9

Inflation, consumer prices (annual %) 18.3 11.8 11.3 10.1 4.9 3.5 4.4 3.6

Source: World Bank, World Development Indicators (WDI), Available online at:
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-
indicators

However economic performance in terms of decent rates of growth, accumulating foreign reserves,
reduced budget deficits, balance of payments surpluses and inflation under control did not tell the
full story. Problems were proliferating below the surface. These were by no mean new, but tended to
be either neglected or overlooked by both the MED governments and the international community.
We can identify three main problems in this regard, namely; unemployment, the lack of or only an
ineffective social safety net; and anti-competitive behaviour mixed with vivid elements of crony
capitalism. From a political economy perspective the three problems are to a large extent
interrelated. Moreover, the developmental model adopted by the MED countries since the 1960s has
also been a major culprit in the economic problems they faced.

Since their independence MED countries have relied heavily on the government intervention in the
economy. Social contracts were established between the governing autocratic regimes and society
according to which the government assumed responsible for creating jobs, subsidizing food and fuel
in return of stability and security4. Over time, and starting in the 1990s when the economic situation
worsened, there was a need for economic reform, which was implemented in the majority of MED
countries jointly with the International Monetary Fund (IMF) and the World Bank. The reform
programs were based on a “Washington Consensus” type of prescription and the governing regimes
started to liberalize their economies. But such measures did not allow the private sector to become an
engine of growth due to a legacy of bureaucracy, rent seeking activities and the outdated social
contract.  The MED countries started to suffer from several structural problems associated with the
inefficiency of their economies, lack of diversification and an inability to create the type of growth
that creates employment.  As a result, unemployment rates started to climb significantly and other
economic problems to intensify.

Unemployment

The unemployment rate in the Arab region increased significantly over the 1990s to become the
second highest region in the world, surpassed only by Sub Saharan Africa. The average rate of
unemployment has been 12 percent and reached 20 percent in Algeria, Morocco, and Palestine5. The
high average unemployment rate in Arab countries prevailed in the 2000s, with variations among

4 For a similar argument see Amin et. al (2012), After The Spring: Economic Transitions in the Arab World, New York: Oxford
University Press.
5 Agénor, Pierre-Richard, Mustapha K. Nabli, Tarik Yousef, and Henning Tarp Jensen (2007), “Labour Market Reforms, Growth,
and Unemployment in Labour Exporting Countries in the Middle East and North Africa”, in Mustapha K. Nabli (editor),
Breaking The Barriers to Higher Economic Growth: Better Governance and Deeper Reforms in the Middle East and North Africa, The
World Bank, Washington D.C..

http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-indicators
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-indicators
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Arab countries due to the country specific circumstances. The average rate has even increased to 14.5
percent in 2012 with an expected further increase in 2013 to 14.8 percent. Unemployment rates
increased further in countries that experienced the Arab uprising (Egypt, Tunisia, and Yemen) by a
total of 5 million people between 2010 and 20126. The highest unemployment rates have been
among youth and females. As shown in ILO and UNDP (2012)7 and ESCWA figures (2013,
forthcoming)8, unemployment rates among youth in the Arab region is the highest in the world with
an average of 26 percent compared to a world average of 14  percent with female youth employment
standing at 37 percent in the Arab region. Youth unemployment has reached unprecedented levels
of 50 percent or more in some Arab countries and youth unemployment is more than four times that
for adults, the largest youth-to-adult unemployment ratio in the world. Youth unemployment in the
region is also no better as one moves up the skills ladder As even highly skilled young workers have
been facing severe challenges in getting a job at their skills  level and have been either forced into the
informal economy, migration, or opting out of the labour market9.

A major consequence of the high unemployment rate has been the increasing size of the informal
sector in Arab countries. On average, the informal sector constitutes 45-55 percent of the total non-
agricultural employment in the region and is increasingly seen as a last resort for employment,
especially for youth and women10. As identified by Achy (2010)11, the lower unemployment rates
observed in some Maghreb countries (Algeria, Morocco, Tunisia, and Libya) are mainly due to the
proliferation of the informal sector and not because of efficient labour market policies. The inflated
public sector has also acted to reduce the official unemployment rates, but only by hiding disguised
unemployment. The labour force is expected to increase from 104 million in 2000 to 185 million in
2020, implying the need to create 80 new million jobs in 20 years with an average of 4 million jobs per
year12. This will difficult to achieve in countries that already suffer from high rates of unemployment
and is considered the major challenge facing Arab countries (table 2).

6 Economic and Social Commission for Western Asia (ESCWA) (2013, forthcoming), “Arab Millennium Development Goals
Report 2013: Region at Crossroads”, New York: United Nations.
7 International Labour Organization (ILO) and United Nations Development Programme (UNDP) (2012), Rethinking Economic
Growth: Towards Productive and Inclusive Arab Societies, ILO Regional Office for the Arab States, UNDP Regional Bureau for
Arab States, Beirut, Lebanon, Webpage: http://www.ilo.org/public/english/region/arpro/beirut/downloads/events/2013/ilo-
undp-13/report.pdf
8 ESCWA (2013, forthcoming) op.cit.
9 International Labour Organization (ILO) (2013), Global Employment Trends 2013: Recovering from a Second Job Dips, ILO,
Geneva, Webpage:
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_202326.pdf
10 Martin, Ivan (2009), “Labour Markets Performance and Migration Flows in Arab Mediterranean Countries: A Regional
Perspective”, Final Report, Robert Schuman Centre for Advanced Studies, European University Institute, Florence, Italy,
November 2009.
11 Achy, Lahcen (2010), “Trading High Unemployment for Bad Jobs: Employment Challenges in the Maghreb”, Carnegie
papers No. 23, Carnegie Middle East Center, Beirut, Webpage: http://carnegieendowment.org/files/labour_maghreb.pdf.
12 Yousef, Tarik (2004), “Employment, Development and the Social Contract in the Middle East and North Africa”, paper
largely based on the report of the World Bank on the Middle East and North Africa Region entitled: Unlocking the
Employment Potential in the Middle East and North Africa: Toward A New Social Contract, October 2004, The World Bank,
Washington D.C., Webpage: http://siteresources.worldbank.org/INTLM/Resources/390041-
1103750362599/MENA_paper.pdf.

http://www.ilo.org/public/english/region/arpro/beirut/downloads/events/2013/ilo-undp-13/report.pdf
http://www.ilo.org/public/english/region/arpro/beirut/downloads/events/2013/ilo-undp-13/report.pdf
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_202326.pdf
http://carnegieendowment.org/files/labor_maghreb.pdf
http://siteresources.worldbank.org/INTLM/Resources/390041-1103750362599/MENA_paper.pdf
http://siteresources.worldbank.org/INTLM/Resources/390041-1103750362599/MENA_paper.pdf
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Table 2: Unemployment Rates in Selected Arab Countries (2000 – 2010)

Country 2000 2002 2004 2006 2008 2009 2010

Algeria 25.9 17.7 12.3 11.3 10.2 10.0
Egypt 9.0 10.2 10.3 10.6 8.7 9.4 9.0
Iraq 26.8 17.5 15.3
Jordan 12.9 12.5
Lebanon 7.9
Morocco 13.6 11.6 10.8 9.7 9.4 9.1 9.1
Syrian Arab Republic 11.7 8.2 10.9
Tunisia 15.7 15.3 13.9 12.5 12.4 13.3 13.0
Yemen 15.7 15.0

Source: International Labour Organization (ILO), Statistics and databases, LABOURSTA and ILOSTAT Database,
Webpage: http://www.ilo.org/global/statistics-and-databases/lang--en/index.htm

High unemployment and the proliferation of the informal sector correlates with higher poverty rates
which in turn has socio-economic and political repercussions for the old social contract that placed
responsibility for job creation with the governing regimes. As a result, and especially in the last few
years, protests have increased dramatically. Taking Egypt as an example, 2008 witnessed around 323
protests and strikes spanning a wide social spectrum. But it is worth noting that most of these
protests came from within blue collar circles 13. Such protests reflected the anger of the unemployed
but also a sense of insecurity among the employed and/or wage demands that signal a collapse of
the old social contract and inability of the governing regimes to respond to the needs of their
populations.

In reality the unemployment problem in the Arab world has a number of causes on both the supply
and demand sides. On the supply side, there is a deteriorated in the level of education,  a mismatch
between education system outcomes and labour market requirements and inflexible labour market
policies and regulation. On the demand side, the investment and industrial policies adopted have not
been geared to create job opportunities.

Inefficient Social Safety Nets

The Arab countries have provided un-targeted subsidies for food and fuel for their populations. In
early times in the 1960s and the 1970s such untargeted subsidies could have been tolerated given
the relatively limited size of the populations and the relatively closed nature of the Arab economies
that shielded from exogenous shocks. In the 1990s the regimes focused on economic reforms and left
social considerations behind. International organizations have devoted more attention to getting
macroeconomic balances right and the efficiency of social safety nets was not high on their agenda.
Likewise the governing regimes have focused on macroeconomic indicators and avoided any kind of
substantial reform of social safety nets fearing negative political and social repercussions. The
informal sector therefore acted as a substitute for the formal social safety net that should have been
provided by the governing regimes. This allowed the governing regimes to undertake their necessary
economic reform measures while ensuring that there will be no social unrest.

But in time the subsidies bill increased dramatically in most, if not all of the MED countries. In Egypt,
for example, fuel subsidies amounted to around L.E 95.5 billion in 2011/12, compared to L.E 60.2
billion in 2007/08, recording a more than 58.6 percent increase (Ministry of Finance, Final Accounts).
The same has been true in the case of food subsidies that recorded a more than 84 percent increase

13 AL-Ahram Weekly, “Seasons of protest: 2008: When demonstrations and strikes became the norm”, Issue No. 928, January
2009, Available online at: http://weekly.ahram.org.eg/2009/928/eg6.htm .

http://www.ilo.org/global/statistics-and-databases/lang--en/index.htm
http://weekly.ahram.org.eg/2009/928/eg6.htm
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over the same period, rising from L.E 16.4 billion to L.E 30.3 billion. This means that fuel and food
subsidies represented more than 20 percent and 6 percent respectively of total budget expenditure
in 2011/1214, so that they started to have negative effects on the fiscal balance.  . The quality of public
services has now started to deteriorate dramatically, an issue which is not been easily captured by
published data such as the number of beds in hospitals per thousand persons or expenditure on
health. Such indicators have been misleading. Where as the number of beds might have been within
the acceptable international norms, the raw figures do not capture the declining quality of provision.
The same is true for the public expenditure on health in general and education, where figures include
outlays channelled to finance administrative staff as well as technical staff or investments.  The
proliferation of the informal sector acted again as a substitute here and it carried with it the seeds for
petty corruption, which increased significantly in many MED countries, signalling huge inefficiency in
public services and further undermining the old social contract.

Thus inefficiency of the social safety net which had not been an important issue until the 1990s
emerged with the economic reforms of that decade.  In time, the inefficiency of the social safety net
deteriorated such that the resources devoted to provision of public social services did not lead to an
improvement the quality of such services or reach the people that needed them. The informal sector
and petty corruption began to replace public social services.

Lack of Institutions Necessary to Govern the Market

The Arab regimes neglected the necessity of establishing the right institutions to govern the market
(e.g. competition and consumer protection laws), or introduced only weak laws that remained on
shelf and were not enforced or laws with too much discretion. The economic reform programs
adopted by MED governments in the 1990s did not sufficiently address this important aspect. Over
time a new variable emerged, namely the desire of the governing dictators in some of MED countries
to ensure the succession by members of their family. To further this end the governing regimes
increased their dubious ties with the certain elements of the private sector to strengthen lobbies that
would support their continuation in power. This led to conflict of interest and grand corruption, but
served to sustain the necessary political support for the regimes (by creating beneficiaries from the
succession procedure). In many of MED countries major private sector players started to hold
legislative and executive positions. In countries lacking clear rules on conflict of interest this meant
the wrong kind of marriage between political power and capital. This led in turn to the phenomena of
crony capitalism and nepotism and ultimately to delays in establishing the institutions necessary to
govern market or their adoption on paper only. The income gaps widened dramatically in several
MED countries, which increased the overall feeling of relative poverty 15 among the population,
something that is also not captured by any formal indicators.

The end result of these economic problems was an increasing loss of trust in the regimes among
different segments of the population and discontent that the old social contract was no longer
respected, especially in light of the high unemployment rates among the youth.  This mixture of
anger about the political, economic, and social conditions together with the domino effect of
developments in other Arab countries and inability to handle the protests and demonstrations then
triggered the revolutions and fall of the regimes. Even other MED countries that did not experience
an uprising suffered from protests and demonstrations that in many cases led the governing regimes
to expand the provision of social services provision and public sending.

14 Ministry of Finance, Final Accounts, Various Years, Webpage:
http://www.mof.gov.eg/Arabic/عناوین%20رئیسیھ/Pages/hessab_khetamy.aspx
15 By relative poverty we mean the feeling of the general public that there is a wide gap between their incomes and the
incomes of specific elite in the country.

http://www.mof.gov.eg/Arabic/?????? ??????/Pages/hessab_khetamy.aspx
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3. DOMESTIC OBSTACLES TO GROWTH 

Structural Inefficiency of the Arab Economies 

There are a number of economic and governance-related reasons behind the weak economic 
performance of MED and the lack of a sustainable integration of such countries in the world 
economy. Among the economic reasons has been the high concentration of trade whether on 
commodity basis or geographical basis. Egypt’s exports remain concentrated in fuel (constituting 
around 60 percent of its merchandise exports) whereas Tunisia’s trade remains concentrated with the 
European Union (EU) (around 80 percent). Such inability to diversify, make use of services trade 
potential, and join the global value chains resulted in structural inefficiency of the MED economies. By 
structural inefficiency we mean lack of ability to create growth through diversified economic activities 
that are able to create jobs. There has been a clear distinction between sectors that create value 
added and others which enhance employment (figure 1). Such rigid economic structure can be a 
result of many factors including the oil curse, the relatively large size of governmental and the public 
sector, low productivity, etc. Such weak and inflexible economic structures remain a major 
impediment to sustainable and equitable economic growth. For example, as of 2003, the whole Arab 
region exported less manufactured goods than the Philippines alone16. Moreover, the strategies 
adopted to promote exports did not include sufficient labour intensive products, so that growth in 
exports was not necessarily accompanied by job creation. This was, for example, the case for Egypt 
and Tunisia. In other words, the policies adopted to enhance integration in the world economy and 
create growth did not pay enough attention to employment creation. 

Figure 1: Sectors’ Share in Value Added as a Percentage of GDP and Total Employment in Egypt 
and Tunisia, 2010 

 
Source: World Bank, World Development Indicators, Available online at: 
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-
indicators 

Inefficient Educational System 

The education systems in MED countries remain another major impediment to growth and effective 
integration, however the extent of this problem differs from country to country. In countries like 

                                                               
16 Maloney, Suzanne (2011), "The Economic Dimension", in The Arab Awakening: America and the Transformation of the Middle 
East, Washington D.C.: The Brookings Institution. 
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Tunisia, the level of education was relatively high compared to other MED economies, at least in
terms of quality. In fact, some of the MED have done well in terms of basic educational indicators
(table 3), but the quality of education has been modest.17.

Table 3: Basic Education Indicators in Some MED Countries

Indicator Name Adjusted Net
Enrollment Rate,
Primary
(% Of Primary
School Age
Children)

Literacy Rate,
Adult Total (% Of
People Ages 15
And Above)

Primary
Completion Rate,
Total (% Of
Relevant Age
Group)

Progression To
Secondary School
(%)

Egypt 2003 96.1 93.0 86.1
2006 94.8 66.4 92.0
2009 98.1 98.5
2011 97.8 98.5

Algeria 2003 96.0 91.7 78.8
2006 97.3 72.6
2009 97.6 94.1 89.1
2011 97.7 94.4

Jordan 2003 99.1 89.9 97.5 97.0
2006 98.9 102.6 97.8
2010 90.7 92.6

Lebanon 2003 90.8 91.5 85.8
2006 87.8 85.0 87.3
2007 87.9 89.6 85.6 86.1
2011 97.1 87.0

Morocco 2003 87.1 66.8 78.7
2006 88.7 84.0 79.6
2009 90.4 56.1 80.9 81.7
2011 96.2 89.3 82.7

Tunisia 2003 99.3 96.9 88.0
2007 99.5 77.2 103.1 82.4
2010 99.4
2011 99.4

Palestine 2003 87.7 97.3 99.2
2006 84.7 93.4 97.3
2009 88.2 94.6 90.4 96.8
2010 89.2 94.9 95.0 95.0

Source: World Bank, World Development Indicators, Available online at:
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-
indicators

Although there is no agreed measure of the quality of education, difficulties in the labour market and
the high unemployment rates in the region are suggestive of a low quality of education. MED
countries suffer from negative returns on investment in education. Even highly skilled young workers
have faced severe challenges getting a job at their level of competence and have been either forced
into the informal economy, migration, or dropping out of the labour market18.  The educational

17 European Commission (2011), “The EU’s neighbouring economies: coping with new challenges”, European Economy
Occasional Papers 86, November, 2011,  Brussels: Directorate-General for Economic and Financial Affairs.
18 International Labour Organization (ILO) (2013), Global Employment Trends 2013: Recovering from a Second Job Dips, ILO,
Geneva, Webpage: http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---
publ/documents/publication/wcms_202326.pdf

http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-indicators
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-indicators
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_202326.pdf
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_202326.pdf
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system produced outcomes that do not match the needs of labour markets with the result being
structural unemployment mixed with disguised unemployment and underemployment. The public
sector and informal sector therefore remained the largest employers leading to lower productivity
levels in the whole economy.

SMEs Failure to Act as an Engine for Growth

The final major economic obstacle to growth is the lack of an effective handling of small and medium
enterprises (SMEs). It is well known that SMEs play an important role in MED economies and that they
can act as the catalyst for growth if properly handled. SMEs constitute the vast majority of enterprises
in the Arab world and are a significant employer (92.5 percent of enterprises in the case of Egypt, and
63.6 percent share of private employment)19. But SMEs in MED economies suffer from lack of effective
efforts by government to promote their role. . Arab countries have long recognised SMEs as engines
for growth, but no tangible efforts have been undertaken to realize this role. SMEs suffer from a
number of problems ranging from lack of skills (resulting in low productivity, informality, and weak
education), to a lack of an exact definition and the absence of legal framework tailored to SMEs, etc.
But the most urgent problem has always remained the lack of sources of funding. In the World Bank’s
Enterprise Surveys, the Arab region had the lowest percentage of firms with credit lines or loans
from financial institutions, at 25.07 percent, compared to 56.92 percent for Eastern Europe and
Central Asia (ECA), 54.97 percent for Latin American & the Caribbean (LAC), and 45.02 percent for
South Asia.  The financial system and specifically the banking sector channel their funds to large
enterprises while the SMEs remain largely deprived of access to finance20. Public policies adopted by
MED governments have failed to correct this market failure.

Weak Market Governance Systems

The Arab countries in general have weak governance structures. As depicted in table 4. The relatively
backward position in a number of governance indicators results from factors identified above, such as
the lack of rule of law and proliferation of corruption (both grand and petty). Favouritism and
nepotism have become the norm in the majority of MED economies, and especially those that have
experienced the Arab uprising phenomenon. This has in turn led to the spread of anti-competitive
behaviour and reduced the efficiency of the whole economy.

19 Pearce, Douglas (2011), “Financial Inclusion in the Middle East and North Africa: Analysis and Roadmap
Recommendations”, Policy Research Working Paper No. 5610, The World Bank, Washington D.C..
20 Sala-i-Martin, Xavier and Elsa V. Artadi (2003), “Economic Growth and Investment in the Arab World”, paper prepared for
the Arab Competitiveness Report of the World Economic Forum, May 2003, Webpage:
http://www.recercat.net/bitstream/handle/2072/828/683.pdf?sequence=1.

http://www.recercat.net/bitstream/handle/2072/828/683.pdf?sequence=1
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Table 4: Selected Governance Indicators in Some MED Countries Compared to Other European
Countries, 2011

Country
Control of Corruption Government Effectiveness Regulatory Quality
Percentile
Rank

Governance
Score

Percentile
Rank

Governance
Score

Percentile
Rank

Governance
Score

(0-100) (-2.5 to +2.5) (0-100) (-2.5 to +2.5) (0-100) (-2.5 to +2.5)
MED Countries
Algeria 34.6 -0.57 29.4 -0.66 11.4 -1.16
Egypt 27 -0.68 32.2 -0.6 41.2 -0.33
Jordan 59.7 0.04 57.3 0.05 57.3 0.25
Lebanon 19 -0.91 43.6 -0.33 53.6 0.02
Libya 4.7 -1.31 4.7 -1.47 5.2 -1.52
Morocco 50.7 -0.26 47.9 -0.22 50.2 -0.09
Tunisia 53.1 -0.21 56.9 0.02 46.4 -0.18
Palestine 20.9 -0.83 30.3 -0.64 59.2 0.28
Reference Countries
Croatia 58.8 0.02 69.2 0.55 70.1 0.56
France 90.5 1.51 88.2 1.36 82.5 1.11
Germany 92.9 1.68 91.9 1.53 92.9 1.51

Source: World Bank, Worldwide Governance Indicators, available online at:
http://info.worldbank.org/governance/wgi/index.asp

Moreover, the lack of protection of property rights, increasing rent seeking activities, and proliferation
of corruption has resulted in a weak business environment and an inability to promote domestic and
attract foreign investment in an economic efficient manner. This weak business environment
intensifies the bias against the formal SMEs in terms of investment and credit policies and the
resultant high transaction costs of doing business prevented SMEs from playing an effective role.  The
weak governance structure is also a result of lack of democracy where accountability remained
absent, and effective checks and balances mechanisms have not been implemented. The desire of
ruling dictators to allow their family members to succeed them resulted in further weakening of the
governance structure. Hence, doing business in a large number of MED economies became subject to
large discretionary interventions from the ruling elite. The end result was high transaction costs and
high levels of uncertainty and vulnerability for business. In fact, in the latest doing business report
(2012) of the World Bank and IFC, none of the MED countries appeared in the top 100 out of a total of
185 countries. The exception being Morocco, which ranked 97. The  rest were far behind. The trading
environment in MED has also been suffering from lack of enforcement of regulations, weak
adherence to international standards and modest port and trade infrastructure facilities21.

The question that then follows is to what extent are such economic and governance ills likely to be solved
in the aftermath of the Arab uprising?

Bearing in mind the factors discussed above such as the problem of the social contract, the model of
development adopted, as well as the worsening economic indicators in the last two years, it seems
unlikely that the economic conditions will change in the near future. The structural nature of the
problems, political turbulence and weak economic management from the current governing regimes
suggest the economic problems are likely to further intensify. The governance challenges are also
unlikely to be drastically changed. The only change likely is the removal of the old private sector

21 Ghoneim, Ahmed Farouk, Javier Lopez Gonzalez, Maximiliano Mendez Para, and Nicolas Peridy (2011), "Shallow versus
Deep Integration between Mediterranean Countries and the EU and within the Mediterranean Region", CASE Network
Report No. 96/2011, Warsaw: CASE, 2011, http://www.case.com.pl/strona--ID-publikacje_recent,publikacja_id-
34038844,nlang-710.html and SSRN: http://ssrn.com/abstract=1857488 or http://dx.doi.org/10.2139/ssrn.1857488

http://info.worldbank.org/governance/wgi/index.asp
http://www.case.com.pl/strona--ID-publikacje_recent,publikacja_id-34038844,nlang-710.html
http://www.case.com.pl/strona--ID-publikacje_recent,publikacja_id-34038844,nlang-710.html
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tycoons who were heavily engaged with the old regimes. But this does not necessarily imply a more
conducive business environment. The large vacuum left by crowding out the large private sector
players in the MED economies or the region will have to be filled and filled quickly. The new regimes,
in light of worsening economic conditions, might well be forced to revert to something similar, either
foreign or domestically owned, but not necessarily more efficient. A recent study (Saif and Ghoneim,
2013)22 identified several problems in the functioning of the private sector in a country like Egypt. The
position is likely to be similar in other MED countries that have experienced the Arab uprising
phenomenon. Among the problems that Saif and Ghoneim (2013) identified were the lack of political
and economic vision, a deteriorating security status, an inability to determine how policy-making and
decisions are made in the new regimes, frequent changes of cabinets and the replacement of certain
senior government officials who were aware of how to deal with the problems of the business
community.

In other words, the transition for MED countries that experienced the Arab uprising has proven to be
extremely difficult and is causing severe economic hardships. In fact it is not only the countries of the
Arab uprising that are facing economic hardships but other MED as well (see figure 2 for the
deterioration of foreign international reserves of MED). This has been the case in Morocco and Jordan
where economic conditions have also been worsening.  Jordan and Algeria responded with various
measures including a lowering of prices of staple foods, reducing customs and sales taxes, raising
minimum wages and pensions and introducing new job creation pledges and development funds.
Morocco doubled its subsidy fund for 2011 to US$3.8 billion (almost 4 percent of GDP) to pay for
higher food costs and higher global commodity prices and pledged constitutional reforms. Such
unexpected expenditures have complicated the economic scene in these countries and as a result
both Jordan and Morocco had to revert to the IMF for loans23.

Figure 2: Deterioration of International Reserves between 2010 and 2012 in Selected MED

Source: IMF (2013), “Arab Countries in Transition Economic Developments and Fund Engagement”,
presentation at the Luxembourg Group Meeting, January, 24, 2013.

The increase in social spending undertaken by Arab governments in the aftermath of the Arab
uprising has simply added problems to the budget deficit. The expectations of the populations in

22 Ghoneim, Ahmed F. and Ibrahim Saif (2013), “The Private Sector in Post Revolution Egypt”, Carnegie Middle East Center,
available at http://carnegieendowment.org/files/egypt_private_sector1.pdf
23 Ziemba, Rachel, Ayah El Said and Maya Rusinowicz (2011), “MENA Focus: The Fiscal Side of Upheaval,” Roubini Global
Economics, Webpage: http://www.roubini.com/analysis/150310.php?utm_source=conta

http://carnegieendowment.org/files/egypt_private_sector1.pdf
http://www.roubini.com/analysis/150310.php?utm_source=conta
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terms of job opportunities and higher wages forced the governments to respond to the social needs
at the expense of macroeconomic balances to gain political support. The end result has been a
worsened economic conditions that have deteriorated in the majority of MED countries.  Table 5
shows the expansion of fiscal outlays in Arab countries in response to the Arab uprising which have
certainly significantly added to the fiscal pressures on Arab governments (table 6).

Table 5: Country Responses to the Arab Uprising by Employment Measure, Post-2010

Countries Changes In
Public Wages

Changes In
Minimum Wages

Public
Employment

Training Infrastructure

Bahrain X X X X X
Egypt X X X X X
Iraq X X
Jordan X X X X X
Kuwait X X
Lebanon X X X
Libya X X X
Morocco X X X X
Oman X X X X
Qatar X X
Saudi Arabia X X X X X
Syria X X
Tunisia X X X
UAE X X X X
Yemen X X

Source: ILO and UNDP (2012), Rethinking Economic Growth: Towards Productive and Inclusive Arab Societies,
ILO Regional Office for the Arab States, UNDP Regional Bureau for Arab States, Beirut – Lebanon, Webpage:
http://www.ilo.org/public/english/region/arpro/beirut/downloads/events/2013/ilo-undp-13/report.pdf

http://www.ilo.org/public/english/region/arpro/beirut/downloads/events/2013/ilo-undp-13/report.pdf
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Table 6: Selected Economic Indicators for Some MED Countries before and After Arab Uprising

Country Year GDP
growth
(annual

%)

Current
account

balance (%
of GDP)

Total
reserves

(% of
total

external
debt)

Total
reserves

in months
of

imports

Total
Unemploy-
ment  (% of
total labor

force)

State
Budget

Cash
Deficit (%

of GDP)

Inflation,
consumer

prices
(annual

%)

Egypt 2007 7.1 0.3 94.3 7.0 8.9 -4.6 9.3

2008 7.2 -0.9 102.5 6.0 8.7 -6.4 18.3

2009 4.7 -1.8 99.8 7.4 9.4 -6.6 11.8

2010 5.1 -2.1 101.7 6.7 9.0 -7.7 11.3

2011 1.8 -2.3 53.2 3.3 12.1* -10.1 10.1

2012 2.2 -3.1* - - 12.3* - 7.1

Libya 2007 6.0 39.7 - 43.8 - - 6.3

2008 3.8 38.3 - 38.7 - - 10.4

2009 2.1 15.0 - 43.0 - - 2.5

2010 - - - 38.6 - - 2.8

2011 - 9.1* - 80.7 - - 15.5

2012 - 35.8* - - - - 6.1

Tunisia 2007 6.3 -2.4 39.2 4.2 12.4 -2.0 3.4

2008 4.6 -3.8 43.4 3.7 12.4 -0.6 4.9

2009 3.0 -2.8 51.0 5.8 13.3 -1.5 3.5

2010 3.0 -4.7 44.3 4.4 13.0 -1.4 4.4

2011 -2.0 -7.3 34.9 3.3 13.0* -3.7 3.6

2012 3.6 - - - 18.9* - 5.5

Source: World Bank, World Development Indicators, Available online at:
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-
indicators

* International Monetary Fund, World Economic Outlook Database, April 2013, Available online at:
http://www.imf.org/external/pubs/ft/weo/2013/01/weodata/index.aspx

The Arab uprisings have therefore intensified the economic challenges due to the political instability,
high expectations from the public and the present limited capacity of the governing regimes to
manage the economies..

To be able to identify how the EU can help we need first to evaluate the EU-MED trade relations with
the aim of identifying what lessons can be learned about how to establish a more effective
mechanism in the future.

http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-indicators
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-indicators
http://www.imf.org/external/pubs/ft/weo/2013/01/weodata/index.aspx
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4. EVALUATION OF EU-MED REGIONAL TRADE RELATIONS:

A full evaluation of EU-MED trade relations goes beyond the scope of this paper. Here we highlight
the main characteristics of the current arrangements governing EU-MED regional trade relations and
how they might be improved it in light of the Arab uprising.

The EU has been constantly changing the arrangements governing its regional trade relations with
MED. Such changes have occurred for several reasons including the changing nature of the EU itself
(in terms of widening and deepening24) and multilateral obligations (in terms of the need to comply
with the World Trade Organization (WTO) requirements). But there are other factors that have
changed the arrangements that are less easily justified such as the constantly changing opinion of
the EU in terms of whether to deal with MED on a regional, sub-regional, or bilateral basis. This
question appears to be still unresolved despite rapid and repeated changes over the last two decades
that have probably created more confusion than stability in EU MED trade relations. Repeated
changes have clearly resulted in lack of consistency. For example, the criteria for choosing which MED
countries were in the Barcelona process, whether geographic, political or a mixture of the two were
neither sufficiently clear not explicit. Nevertheless, the Barcelona process created a new framework
that was warmly welcomed by the MED countries and resulted in very  similar Association
Agreements with the MED countries. Indeed the Barcelona process acted as a template and model for
preferential trade agreements (PTAs) of the MED countries with each other or other parties (e.g. Pan
Arab Free Trade area adopting a system of rules of origin very similar to that used in the Association
Agreements following Barcelona). The Association Agreements had at their core a free trade area
(FTA) in industrial goods, with cooperation on the political and security aspects as well as cultural and
social dimensions. They included elements of deep integration such as provisions on standards,
conformity certification, competition rules, etc. In many cases the words "enhancing", "cooperating",
"developing" were used rather than specific dates to implement deep integration25. The FTAs
included provisions for future negotiations on liberalization of services, and agricultural goods. They
have been seen as the most comprehensive trade agreements that MED have concluded and
represent a major shift of MED trade policies given the weight of EU as a trading partner.

But the Association Agreements concluded under the Barcelona Process were viewed by the EU
(explicitly or implicitly) to be a failure because they lacked elements of deep integration even before
they were. In 2003 and 2004 the Association Agreements were therefore complemented by the
European Neighbourhood Policy (ENP) (which was mainly aimed at deepening integration between
EU and its neighbouring trading partners).

The ENP can rather be viewed as “à la carte” type of agreement that offered the MED trading partners
of the EU, as well as the EU's other neighbours, the opportunity of picking and choosing among the
different EU regulations to align with. It gives the EU trading partners the freedom choose which of
the EU's policies and rules of the Acquis Communautaire they perceive as relevant to their stage of
development or urgent need(see European Commission, 2003)26. Using the words of the Commission
(2003), “In return for concrete progress demonstrating shared values and effective implementation of
political, economic and institutional reforms, including in aligning legislation with the acquis, the EU’s

24 By widening we mean including new EU members and by deepening we mean moving towards approximation and
harmonization of rules, regulations, and policies.
25 Ghoneim, Ahmed F. (2009), "From EU Association Agreements to EU Neighbourhood Policy and Union for the
Mediterranean: Does Egypt Need This Change in EU Regional Trade Policy?", in Michele Comelli, Atila Erlap and Cidem Ustin
(eds.), The European Neighbourhood Policy and the Southern Mediterranean, Ankara: Middle East Technical University Press.
26 European Commission (2003), “Paving The Way for a New Neighbourhood Instrument”, Communication from the
European Commission No. 393 Final, Brussels: European Commission
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neighbourhood should benefit from the prospect of closer economic integration with the EU”. As stated by
the communication of the European Commission (2004) “In the south, the ENP will also encourage
the participants to reap the full benefits of the Euro-Mediterranean Partnership (the Barcelona
process), to promote infrastructure interconnections and networks, in particular energy, and to
develop new forms of cooperation with their neighbours. The ENP will contribute to develop further
regional integration, building on the achievements of the Euro- Mediterranean partnership, notably
in the area of trade. It will reinforce efforts to meet the objectives of the European security strategy in
the Mediterranean and the Middle East”27. None of this is new having been previously included in the
Barcelona process, but they are vague targets that include anything and everything. The ENP did
however help the EU to overcome its inability to decide the optimal framework for dealing with MED
countries (regional or bilateral) as it mixed the two by having a regional umbrella and more specific
and concrete bilateral Action Plans. In this case the EU is acting as a benevolent trading partner and
supplier of funding. Its flexibility on deep integration should also be applauded. In 2007, the
Commission stated that “in return for the implementation of political, economic and institutional
reforms, the neighbouring countries obtain the prospect of moving beyond the existing relationship
to a significant degree of integration, including the conclusion of deeper free trade agreements and
the possibility of participating progressively in key aspects of EU programmes; enhanced preferential
trading relations and market opening;….”28. But in practice the Action Plans turned out to be vague,
did not clearly identify priorities or set too many of them and lacked a clear means of enhancing deep
integration (tables 7 and 8).  The end result was that the ENP did not add much to the Barcelona
Process whether in terms of better market access chances for MED or in terms of achieving deep
integration as envisaged. In fact the ENP eliminated the EU specific nature of the Barcelona Process to
the MED.

27 European Commission (2004), “European Neighbourhood Policy Strategy Paper Communication from the Commission to
the Council and the European Parliament on Strengthening the European Neighbourhood Policy”, COM(2004)  373 final,
Brussels: The European Commission.
28 European Commission (2007), “European Neighbourhood and Partnership Instrument (ENPI)
Regional Strategy Paper (2007-2013) and Regional Indicative Programme (2007- 2010) for the Euro-Mediterranean
Partnership”, Brussels: The European Commission.
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Table 7: Areas of Priorities as Identified in the Action Plans

Jordan Israel Morocco Palestine Tunisia Lebanon Egypt

Political Dialogue Yes Yes Yes Yes Yes Yes Yes

Free Movement of Goods Yes Yes Yes Yes Yes Yes

Industrial goods Yes Yes Yes Yes Yes Yes

Agricultural, fisheries, and processed
agricultural products

Yes Yes Yes Yes Yes Yes Yes

Right of Establishment Yes Yes Yes Yes Yes Yes

Payments and capital movements Yes Yes Yes Yes Yes

Economic cooperation Yes
(public

finance)

Yes Yes
(public

finance)

Yes
(public

finance)

Yes
(public

finance)

Yes
(public

finance)

Yes
(insur
ance)

Education Yes Yes Yes Yes Yes Yes Yes

Scientific and technological
cooperation

Yes Yes Yes Yes Yes Yes Yes

Environment Yes Yes Yes Yes Yes Yes Yes

Industrial cooperation Yes Yes Yes Yes Yes Yes

Standards and conformity assessment Yes Yes Yes Yes Yes Yes Yes

Approximation of laws Yes Yes Yes Yes Yes Yes Yes

Information and telecommunications Yes Yes Yes Yes Yes Yes Yes

Energy Yes Yes Yes Yes Yes Yes Yes

Investment Yes Yes Yes Yes Yes Yes

Customs Yes Yes Yes Yes Yes Yes Yes

Drugs Yes Yes Yes Yes Yes Yes

Crime Yes Yes Yes Yes Yes Yes

Terrorism Yes Yes Yes Yes Yes Yes Yes

Consumer protection Yes Yes Yes Yes Yes

Social matters Yes Yes Yes Yes Yes Yes Yes

Migration Yes Yes Yes Yes Yes Yes

Cultural matters and audiovisual Yes Yes Yes Yes Yes Yes Yes

Democracy Yes Yes Yes Yes Yes Yes Yes

Judiciary independence Yes Yes Yes Yes Yes Yes

Women Yes Yes Yes Yes Yes Yes

Export potential Yes Yes Yes Yes Yes Yes Yes

Services Yes Yes Yes Yes Yes Yes Yes

Sustainable Development Yes Yes Yes Yes Yes Yes Yes

Poverty reduction Yes Yes Yes Yes Yes Yes Yes

Transport Yes Yes Yes Yes Yes Yes Yes

Human Rights Yes Yes Yes Yes Yes Yes Yes

Business climate Yes Yes Yes Yes Yes Yes

Public administration Yes Yes Yes Yes Yes

Corruption Yes Yes Yes Yes Yes Yes

Competition law and policy Yes Yes Yes Yes Yes Yes Yes

Source: Action Plans of MED

Table 8 provides an evaluation of the status of the Action plans in terms of: (i) the existence of a
defined time line for achieving the specific action, (ii) the existence of specific technical provisions
implementing the action; and (iii) whether financial assistance is specified with the action plan.
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Table 8: Assessment of the Action Plans of Morocco, Jordan and Tunisia

Morocco Jordan Tunisia
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Customs S & M Yes No M Yes No S&M Yes No
Rules of Origin S Partially No Partially No S&M Partially No
Standards S & M Partially No M Yes No S&M Yes No
Food Standards S & M Yes No M Yes No S&M Yes No
Financial services No Partially No M Partially No Partially No
Transport services No Yes No M Yes No S&M Yes No
Telecommunications No No No No No
Competition S Yes No M Yes No S&M Yes No
Public Procurement Yes No M Partially No .. Yes No
Intellectual Property S&M Yes No M Partially No S&M Yes No
Consumer Protection No Partially No No No No No No
Environment No Yes No M Yes No .. Yes No
Labor laws S&M Yes No M Yes No M2 Yes No
Capital movement No Yes No M Partially No M2 Yes No
Central Bank
Independence

No Partially No No No No No No No

Regulation of the
Banking Sector

No Partially No M Partially No M2 Partially No

Source: Ghoneim, Ahmed F. (2007) A Trial to Evaluate the Impact of the European Neighbourhood Policy (ENP)
on the South Mediterranean Countries, background paper prepared for ERF on FEMISE Annual Report, 2006.

The assessment shows that action plans have in fact remained vague to a large extent with no clear
measures and/or financing means not frequently in place. The table also shows that implementation
is envisaged in the short or medium term and that in many cases no specific timing has been set. On
the other hand specific technical provisions are not lacking in any of the actions in the survey. As for
the financial assistance the action plans include no specific commitments. This was left purely to the
negotiation powers of the countries involved.

There then followed the Union for the Mediterranean in 2008. Despite the political clouds that
accompanied its birth, it emphasized the concept of “co-ownership” something the EU has
recognized as missing from its formulation of trade and other policies with the MED. But yet again the
performance of the Union for the Mediterranean, other than the limited amount of joint regional

Notes:
1. S means Short term, M means Medium Term. “yes”  means that an explicit benchmark in the
Article of the Association Agreement or an international agreement was set as a benchmark.
“Partially” means that the issue was mentioned vaguely in the action plan, but without referring to
any benchmarks or specifications. “No” means that the specification was not mentioned in the
action plan.
2: in the case of the Action plan of Jordan, and in few actions in Tunisia, most actions were set in
the medium term, however some other actions had no time frame but they are interpreted as
being set for the short term.
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projects, cannot be considered by any means as of enhancing the trade relations between the EU and
MED countries29.

The continuous change of the institutional framework governing the trade relations between EU and
MED implies that there is a problem. The EU has been searching for the optimal framework but is still
to find it. Such change could be tolerated if there were evidence of failure of the existing
arrangements in terms of enhancing trade relations, but there is no such empirical evidence of failure
(or success) and in many cases changes were made before enough time was elapsed to test the
existing arrangement. For example, the Neighbourhood Policy was initiated in Egypt in 2003 but
Egypt only started to implement the Association Agreement of Barcelona in 2004!. Deep integration
aspects could have been enhanced without the necessity of adopting new institutional frameworks
(e.g. the twinning agreements do not follow any Action Plan).

With regard to EU – MED investment relations, no disaggregated data is available to permit a
balanced judgment. What data exists shows that the EU is a major investor in the MED countries and
that investment is concentrated in the energy sector, followed by finance and telecommunications.
EU foreign direct investment (FDI) did not flow heavily into the manufacturing sector in MED,
something that would have been important for development. This pattern of investment may have
been shaped by domestic factors in the MED economies, such as the economic and governance
issues discussed above, but may also have been influenced by the lack of attention to FDI in the EU –
MED arrangements. So far the pending negotiations on services, which include investment, do not
look like reaching a happy conclusion European Union (EU 27) foreign direct investment (FDI) in
Egypt and Morocco peaked in 2008, reaching €10.8 billion and €1.8 billion, respectively. But these are
still very low values and represent around 1.2 percent and 0.2 percent respectively of total EU
outward FDI in the year concerned30.

One of the main problems associated with an evaluation of EU–MED trade and investment relations is
the absence of clear benchmarks for assessment. Even when focusing on trade patterns, the
evaluation can differ depending on whether we focus on absolute rates of trade growth or shares of
EU exports and imports in MED total trade. At a disaggregated level, such as for agriculture sector,
there are conflicting signals due to variation in access to the EU market across agricultural products
(for example due to the liberalization of the agriculture in 2010 with Egypt).

Missing Links in EU Approach Towards MED

There therefore seems to be a missing link in EU trade policy towards MED. Changes in EU policy
should be based on hard evidence and justified reasoning. There should also be a means of ensuring
that the MED countries agree to all changes in the trade arrangements between the EU and MED.  An
example of the vagaries of the EU policy is the reference in Action Plans to MED having a  “stake” in
the (EU's) internal market.    No single document of the European Commission defined what having a
'stake' meant. It is definitely not a synonym to market access, since MED already had free market
access to the EU nor does it mean membership as the Commission has made very clear.  The EU
should not be offering such false incentives as the EU realized when the Commission deleted the
term in its December 2006 Communication31. The third and most important missing link is that the EU
has failed so far to tackle the developmental priorities of the MED despite being well aware of them
(see for example, European Commission, 2011). Looking at table 1 and comparing it with the
challenges facing the MED countries described in the first part of the study, it is hard to find any direct
link to education, unemployment or informal sector. The means suggested in table 1 might have an
indirect impact on these main challenges facing MED, but direct tools and policies remain missing.

29 Ghoneim, Ahmed F. (2009), "From EU Association Agreements to EU Neighbourhood Policy and Union for the
Mediterranean: Does Egypt Need This Change in EU Regional Trade Policy?", in Michele Comelli, Atila Erlap and Cidem Ustin
(eds.), The European Neighbourhood Policy and the Southern Mediterranean, Ankara: Middle East Technical University Press.
30 Eurostat, Available online at: http://appsso.eurostat.ec.europa.eu/nui/show.do
31 European Commission (2006), “Communication from the Commission to the Council and the European Parliament on
Strengthening the European Neighbourhood Policy”, Brussels, 4 December 2006 COM(2006)726 final.

http://appsso.eurostat.ec.europa.eu/nui/show.do
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This reflects the lack of sufficient attention to the development needs of its partners in the way EU
policies and priorities are set. For example as reviewed in Ghoneim (2007)32 , the Action Plans of the
MED countries to a large extent simply replicate the Country Reports set by the European
Commission. It is not sufficiently clear whether the input of the MED countries was taken into account
so the Action Plans appear to be developed by the Commission and forced upon MED countries.

5. THE ECONOMIC AND TRADE SCENARIOS IN THE AFTERMATH OF
THE ARAB UPRISING

The EU as the rest of the international community was enthusiastic about helping the MED
populations after the Arab Uprising. Announcing the allocation of new financial aid (e.g. Deauville
Partnership among other initiatives) signalled the political will of the EU to help the MED overcome
the difficult transitional period and promote future development. The EU also announced its
willingness to proceed with the Deep and Comprehensive Free Trade Areas (DCFTAs) with MED
countries whether these were living through revolutions as Egypt or not as in the case of Morocco.
But what does this mean for economic and trade relations with MED countries? In this regard we
investigate three scenarios, namely: business as usual; wait and see; and a best case scenario.

The business as usual approach:

This scenario seems to describe EU current policy and, in the light of the history of EU – MED relations,
also appears the most likely. By business as usual we mean continuing with the ad hoc changes in the
EU’s approach towards MED. The signals of granting “Advanced Status” to some of the MED
countries, like Morocco and Jordan33, and embarking on DCFTAs with Egypt, Jordan, Morocco and
Tunisia34 suggest this is the case The EU seems to be starting another cycle of judging former
approaches to have failed and initiating new arrangements that lack the necessary means of success.
This business as usual approach risks failing to fulfil two key conditions for success: providing suitable
incentives for MED and policies that address underlying development challenges in the MED
economies. The EU’s approaches to date have failed to provide MED with the right incentives.
Starting with the Barcelona Process and ending with initiatives such as deep integration the EU has
failed to establish clear incentives for active MED engagement.  Secondly, the EU has not set concrete
goals relating to MED development. This was the case with the Action Plans of the ENP and also to a
large extent with the Deauville Partnership initiative35 which targeted at all MED countries but
forgetting the fact that “one size does not fit all” and so failed to account for the huge structural
differences between countries and how they have been affected by the Arab uprising.

The wait and see approach:

Wait and see seems to have set in recently. The initial EU enthusiasm to help the Arab uprising
countries has started to fade out. Support in the shape of aid weakened in response to the unpleasant
developments in the region that cast doubt on the ability of the new regimes to manage the

32 Ghoneim, Ahmed F. (2007) A Trial to Evaluate the Impact of the European Neighbourhood Policy (ENP) on the South
Mediterranean Countries, background  paper prepared for ERF on FEMISE Annual Report, 2006.
33 European Commission Website, Webpage: http://ec.europa.eu/europeaid/where/neighbourhood/country-
cooperation/morocco/morocco_en.htm
34 European Centre for Development Policy Management, Webpage:
http://www.ecdpm.org/Web_ECDPM/Web/Content/Navigation.nsf/index2?readform&http://www.ecdpm.org/Web_ECDPM
/Web/Content/Content.nsf/0/d9d7698eb7f2dc45c12579d100273176?OpenDocument
35 In this regard the Deauville Partnership was an initiative by the G8 to help Egypt and Tunisia in their process of
transformation after the fall of their dictatorship regimes. Yet, it included as well Morocco, Jordan, and Libya. 30 billion euros
were earmarked from different donors (bilateral, multilateral, and regional and international development banks) to help
the two countries transform to free and democratic regimes. There are mainly five areas of focus including: 1) governance,
transparency and accountability of economic activities, 2) social and economic inclusion, 3) economic modernization and
job creation, 4) private sector led economic growth, and 5) and regional and global integration.

http://ec.europa.eu/europeaid/where/neighbourhood/country-cooperation/morocco/morocco_en.htm
http://ec.europa.eu/europeaid/where/neighbourhood/country-cooperation/morocco/morocco_en.htm
http://www.ecdpm.org/Web_ECDPM/Web/Content/Navigation.nsf/index2?readform&http://www.ecdpm.org/Web_ECDPM/Web/Content/Content.nsf/0/d9d7698eb7f2dc45c12579d100273176?OpenDocument
http://www.ecdpm.org/Web_ECDPM/Web/Content/Navigation.nsf/index2?readform&http://www.ecdpm.org/Web_ECDPM/Web/Content/Content.nsf/0/d9d7698eb7f2dc45c12579d100273176?OpenDocument
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transition period prudently. In terms of ideology, it is clear that the new regimes have tempered
liberal economics with elements of social justice, at least in theory, which might have concerned the
EU if it had led the regimes to become more protectionist. But this has not been the case. On the
contrary the new regimes in MED emphasized their willingness to continue with liberal economic and
trade policies, but to date their ability to manage the economy has remained very limited. Moreover,
the unstable political and economic conditions prevailing in MED economies have encouraged more
conservative thinking on how to deal with the developments and help populations. This has been the
attitude adopted by international donors such as the IMF, which postponed the conclusion of a
standby agreement with Egypt in the last year. According to the Egyptian Minister of Planning and
International Cooperation, the final draft of the economic reform program was submitted by the
Egyptian government to IMF in June 2013; but no feedback has yet been received36. The reform
Program mainly aims to preserve macroeconomic stability and restore confidence in the Egyptian
economy. However, the delays in adopting a number of corrective policies, along with prolonged
political uncertainty and social unrest and a worsening of the security situation, certainly imposes
greater pressure on the Egyptians from one side and hinders the negotiations with IMF from the
other side.37

This approach has better chance of prevailing in countries that are in a state of flux as Egypt, Libya,
and Tunisia whereas the business as usual approach is expected to prevail with more stable countries
as Jordan and Morocco.

36 Egypt Independent, 3 July 2013, “Govt: Political turmoil unlikely to affect IMF loan negotiations”, webpage:
http://www.egyptindependent.com/news/govt-political-turmoil-unlikely-affect-imf-loan-negotiations
37 International Monetary Fund, Deauville Partnership Ministerial Meeting (2013), “Arab Countries in Transition: Economic
Outlook and Key Challenges”, April 19, 2013, Washington DC. Available online at:
http://www.imf.org/external/np/pp/eng/2013/041613.pdf.

http://www.egyptindependent.com/news/govt-political-turmoil-unlikely-affect-imf-loan-negotiations
http://www.imf.org/external/np/pp/eng/2013/041613.pdf
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6. CONCLUSION AND POLICY IMPLICATIONS

This study has shown that there are several economic challenges facing MED countries, some of
which are deeply rooted in old inefficient policies and the weak economic structure of the countries
concerned and some associated with the political and economic turmoil in which MED countries find
themselves, which undermines the governing regimes ability to prudently manage their economies.
In this regard, and in light of the relatively modest performance of the EU-MED trade policies adopted
in the past, we suggest that the EU adopts a new approach, which we call the best case scenario
approach.

This approach requires revisiting how the EU deals with MED. It requires the EU to take a step back
and reconsider how to deal with economic and trade aspects of relations with MED. It requires
thinking of trade as a means of development, and not as a goal in itself. When talking about deep
integration it requires focusing on using it as a tool to ensure better market access for MED in the EU,
which can only have positive developmental gains. It requires considering the human and technical
capacity of the MED governments and whether they are capable of managing, largely unnecessary --
changes in EU policies towards the MED including on development aid which has in many cases
remained ineffective38. In this regard, EU should spend make more of an effort to help the new
regimes address the developmental needs through the provision of financial and technical assistance
and adoption of new means of opening up for MED (services and migration), rather than embarking
on DCFTAs. Especially in the MED countries that have been negatively affected by the Arab uprising
the EU should also consider differentiating between long term developmental and stabilization
assistance. Stabilization assistance should be considered without conditionalities and without specific
goals to be achieved. It can take the form of budget support or any other type of immediate
assistance that can help countries like Egypt and Tunisia overcome the worsening economic situation
they are experiencing. Developmental assistance should be linked to achieving developmental goals
as better educational standards, greater employment, etc. Deep integration should be used only as a
means to an end and not an end in itself, and only if it serves developmental objectives for MED rather
than EU interests.

Past experience shows that the EU should avoid new initiatives based on vague terminology, and
generalised targets that lack specific deadlines. Moreover, what is best for EU approach towards MED
is a consistent, incremental approach and one that is realistic if it is to avoid backlashes and negative
social and political disturbances. Flexibility is needed in terms of identifying the different phases of an
agreement and in dealing with certain sensitive issues. But there is an urgent need to identify what is
meant by deep integration as it still remains vague in many respects. Helping MED economies to
integrate in the world economy and enhancing intra MED regional integration should be thought of
as a mean and not as an end, and based on a joint understanding of the development needs of the
MED economies.

38 For example, recently the European court auditors found that 1 billion euros worth of aid from the EU to Egypt over seven
years was found ineffective. See http://www.ft.com/cms/s/0/a20cc4bc-d76e-11e2-8279-
00144feab7de.html#ixzz2XKmj0VuX

https://3c.gmx.net/mail/client/dereferrer?redirectUrl=http%3A%2F%2Fwww.ft.com%2Fcms%2Fs%2F0%2Fa20cc4bc-d76e-11e2-8279-00144feab7de.html%23ixzz2XKmj0VuX&selection
https://3c.gmx.net/mail/client/dereferrer?redirectUrl=http%3A%2F%2Fwww.ft.com%2Fcms%2Fs%2F0%2Fa20cc4bc-d76e-11e2-8279-00144feab7de.html%23ixzz2XKmj0VuX&selection
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PART III: AN ECONOMIC RESPONSE TO THE CRISIS: TOWARDS A NEW
GENERATION OF DEEP AND COMPREHENSIVE FREE TRADE AREAS WITH THE
MEDITERRANEAN PARTNER COUNTRIES
Prof. Erwan Lannon

Abstract

This study analyzes the economic response of the EU to the crisis that has been affecting different
Mediterranean Partner Countries since 2011. The study focuses on the following topics: the new EU
Strategy and EU Economic measures decided in the aftermath of the ‘Arab Spring’, the new
Generation of DCFTAs, the expected impact on the EU and Mediterranean countries, the main
sectoral issues at stake, the role of other players such as gulf countries, China and Turkey, and the
potential benefits and obstacles to South-South trade. The main finding is that the process of
deepening economic integration will take time given the technical complexity of the ‘behind the
border issues’. With the current situation in terms of trade agreements, trade negotiations with the
Mediterranean countries as a whole and the increased differentiation included in the revised ENP
mechanisms, there is a risk of a widening gap between the more and the less advanced MPCs in the
Southern and Eastern Mediterranean. The current challenge is to manage an increasingly complex
trade and regulatory framework and define, at the same time, a clear pan-Euro-Mediterranean
regional economic integration strategy based on shared interests and values.
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EXECUTIVE SUMMARY
This study aims at understanding the EU's economic response to the crisis that affected and is still
affecting numerous Mediterranean Partner Countries after 2011. This economic and trade response
became more concrete when the European Council gave, in December 2011, a mandate to the
European Commission to negotiate a new generation of Deep and Comprehensive Free Trade
Agreements(DCFTAs) with four Mediterranean Partner Countries namely from West to East
Mediterranean: Morocco, Tunisia, Egypt and Jordan.

The study thus concentrates on the following topics selected on the basis of the terms of reference:

1. The new EU Strategy and EU Economic Measures Decided in the Aftermath of the ‘Arab Spring’;

2. Towards a New Generation of DCFTAs;

3. The Expected Impact on the EU and Mediterranean Countries;

4. The Main Sectoral issues at stake;

5. The role of other players: Gulf Countries, China and Turkey;

6. South-South trade - potential benefits and obstacles.

Detailed conclusions and policy recommendations from an economic and trade perspective are
provided at the end of the analysis. The main finding is that the process of deepening economic
integration will take time given the technical complexity of the ‘behind the border issues’. With the
current situation in terms of trade agreements,trade negotiations with the Mediterranean countries
as a whole and the increased differentiation included in the revised ENP mechanisms, there is a risk of
a widening gap between the more and the less advanced MPCs in the Southern and Eastern
Mediterranean. This risk should not be under-estimated. Fragmentation is clearly a potential obstacle
of major importance for the creation of a future Neighbourhood Economic Community.

Among the key recommendations are:

i) the development of sectoral detailed impact assessments to fine-tune the approach;

ii) effective incentives and accompanying measures to support the deepening of the integration
process of the four MPCs identified for the first DCFTAs including technical facilities as provided for in
the pre-accession strategies;

iii) ‘legal rationalisation’ of the ENP association agreements network for the sake of legal certainty and
consistency (and in order to secure and promote FDI). A specific table (II), annexed to this study, has
been prepared to compare the structures of two association agreements concluded with Morocco
and Ukraine;

iv) a progressive move towards a more comprehensive approach in line with article 8 of the TEU and
the long-term objective of creating a NEC;

v) define more precisely the long-term vision of the Neighbourhood Economic Community (NEC)
proposed by the Commission in 2006 and the appropriate ‘economic model’ for the pan-Euro-
Mediterranean integration;

vi) envisage giving MPCs a ‘stake in the EUs decision shaping’.

The challenge is clear: to manage an increasingly complex trade and regulatory framework and
define, at the same time, a clear pan-Euro-Mediterranean regional economic integration strategy
based on shared interests and values.
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1. INTRODUCTION

The issue of a new generation of DCFTAs with the Mediterranean Partner Countries (MPCs) is certainly
to become one of the top items on the Euro-Mediterranean agenda in the years to come. The main
objectives of the revised European Neighbourhood Policy (ENP) are now to ‘deepen economic
integration’ and to move towards ‘closer political association’.39

The current regional context is however extremely volatile with major political, economic and
financial crises. The main role of the EU is to support democratic transitions. This implies EU financial
support, but there is also a need to give credible and clear perspectives in terms of deepening
economic integration and fostering trade relationships among all partners.

The structure of the study is based on the terms of reference and was adapted following the
workshop held on 18 June 2013 in order to take into consideration the questions raised during the
session. The study focus on the trade and economic aspects of the EU response to the economic
crisis.

2. THE NEW EU STRATEGY AND EU ECONOMIC MEASURES DECIDED
IN THE AFTERMATH OF THE ARAB SPRING

First of all it is important to recall that the uprisings in Tunisia and then Egypt occurred at a time when
the European Commission, together with the High Representative, were finalising the revision of the
ENP and this after several months of broad consultations. This is the reason why two joint
communications were published successively in March and then May 2011.40 In other words, most of
the middle to long-term EU’s responses to the political crisis, the so-called ‘Arab Spring’, were in fact
designed (long) before it occurred. Three main EU responses to the ‘Arab Spring’ can be identified.

2.1 The EU’s immediate responses: emergency aid

The so-called “immediate responses” of the EU to the Arab Spring mainly took the form of responses
to the war in Libya in the fields of humanitarian aid (notably for refugees in Tunisia and Egypt) and
border control (FRONTEX operation) etc. 41. These aspects are not studied here but must nevertheless
be taken into consideration for evaluating the EU responses to the ‘Arab Spring’42.

2.2 The short to medium term ‘socio-economic’ responses: the ‘spring programme’:

The Spring Programme43 was a mid-term direct response to the Arab Spring but relied mainly on
existing instruments and current financial means and was conceived as being “an ‘umbrella’ multi-
country programme” designed to “respond to the pressing socio-economic challenges that partner

39 Joint communication of the Commission and High representative on a “New response to a changing neighbourhood,”
Brussels, 25 May 2011, COM(2011) 303 final, p. 2.
40 Joint communication of the Commission and High representative on a “Partnership for Democracy and shared prosperity
with the Southern Mediterranean”, Brussels, 8 March 2011, COM(2011) 200 final. Joint communication of the Commission
and High representative on a “New response to a changing neighbourhood,” Brussels, 25 May 2011, COM(2011) 303 final.
Former President Ben Ali left Tunisia on 14 January 2011.
41 A comprehensive summary is provided in the first 2011 joint communication, pp. 3–4. See also EU Council, EU's response
to the “Arab Spring”: The State-of-Play after Two Years, 8 February 2013,
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/EN/foraff/135292.pdf
42 See Erwan Lannon, L’Union européenne et la nouvelle donne géopolitique en Méditerranée, Euromesco Paper 15, April
2012, http://www.euromesco.net/images/papers/papersiemed15.pdf
43 Support to Partnership, Reform and Inclusive Growth (SPRING).
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countries of the southern Mediterranean region are facing and to support them in their transition to
democracy”. Priority areas having a strong socio-economic dimension were identified in order to:
reduce “poverty and social and economic disparities”; reduce “levels of unemployment, in particular
youth, through a comprehensive and integrated policy mix including economic and financial,
employment and social, as well as education policies”; improve “skills development in order to match
labour market needs, notably through increased availability of good quality vocational education and
training”; and finally: address the “situation of young people”.44 The fact that the issue of employment
was quickly considered as a priority objective is very positive.

Apart from the reorientation of the ENPI financial resources via the 2011-2013 National indicative
programmes (NIPs), the increased European Investment Bank (EIB) lending mandate on the basis of
its own resources45 and extension of the European Bank for Reconstruction and Development (EBRD)
to the Mediterranean area, some limited thematic and regional programmes funds were also used.46

According to the Commission and the High representative, the “total 2011 ENPI commitments in
favour of Arab Spring countries and region amounted to EUR 1.4 billion of which EUR 130 million
were additional funds”.47

Other initiatives based on the three ‘Ms’ (Market, Money, Mobility) approach have also been
developed since then, but mainly in the framework of reinforced existing initiatives. However, the
conclusion of a mobility partnership with Morocco48 is a novelty to be underlined as it coincides with
the launching of the negotiations of a DCFTA.

The medium to long-term responses are therefore of crucial importance for the trade and economic
aspects and must be accompanied by incentives such as the mobility partnerships that are not
efficient means of reinforcing economic integration.

2.3 Medium to long-term economic and trade responses: ‘DCFTAs’

The medium to long term economic and trade responses to the ‘Arab Spring’ includes the mandate
given in 2011 by the European Council to the Commission to launch negotiations for DCFTAs with four
selected MPCs: Morocco, Jordan Egypt and Tunisia. The June 2011 Foreign Affairs Council invited the
European Commission to “submit recommendations for negotiating directives for DCFTAs with selected
Southern Mediterranean partners” as part of a “greater support to partners engaged in building deep

44 “The initial programme budget for the period 2011-12 is EUR 350 million. The first EUR 20 million was allocated for Tunisia
in 2011. Of these funds, EUR 10 million were used to further support the economic recovery support programme “Appui à la
Relance” where the use of labour supply (graduated as well as unskilled young) is improved and adapted to the labour
market requirements”. European Commission, High Representative, “Partnership for Democracy and Shared Prosperity:
Report on activities in 2011 and Roadmap for future action”, Joint Staff Working Document, Accompanying the Joint
Communication on: “Delivering on a new European Neighbourhood Policy”, Brussels, 15 May 2012 SWD(2012) 121 final, p.
26.
45 One should note here the importance of the Facility for Euro-Mediterranean Investment and Partnership (FEMIP) notably
in the SME sector. See the 2012 FEMIP Annual report,
http://www.eib.org/attachments/country/femip_annual_report_2012_en.pdf
46 “Regional Programmes: ERASMUS MUNDUS: In addition to the ENPI, other funds should as well be mentioned: Thematic
programmes: EUR 18.7 million additional funds from European instrument for Democracy and Human Rights (EIDHR) and
the Non State Actors Thematic Programme (Development co-operation instrument) for 2011-2012 (in favour of Egypt, Libya
and Tunisia) and EUR 9.7 million in 2011 from the Instrument of Stability (in favour of Egypt, Libya and Tunisia).
Humanitarian Aid: EUR 80.5 million”, SWD(2012) 121 final, Ibid.; p. 25.
47 Ibid.
48 See European Commission, Migration and mobility partnership signed between the EU and Morocco, press release
IP/13/513, 7 June 2013.
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and sustainable democracy”.49 Thus, the proposal to launch negotiations regarding Mediterranean
DCFTAs was clearly introduced as an economic and trade answer to the ‘Arab Spring’.

The reasons why these four MPCs were selected are essentially threefold:

i) Their degree of economic integration towards the EU is deeper compared to Algeria or Lebanon for
example who concluded their EMAAs later50;

ii) They are all members of the Agadir process a sub-regional integration initiative linking the four
MPCs51;

iii) They are perceived by the EU as having implemented sufficient political and economic reforms albeit
within different contexts and through different means (revolutionary or democratic processes) to be
able to take this further step towards deeper economic and integration with the EU. Two of them have
already concluded an ‘advanced’ or ‘preferential’ status with the EU (Morocco and Jordan).

Were these first measures sufficient?  On the one hand, it was positive that the EU responded
immediately.52 The revision of the ENP was already finished when the first Arab uprising started, so that
the first EU responses were adapted very quickly. On the other hand, the above-mentioned measures
are certainly not sufficient in terms of financial commitments given the importance of the objectives
and the costs of the economic and political reforms. The medium and long-term vision is also still
unclear. But before addressing these questions it is necessary to analyse what  the negotiation of new
‘DCFTAs’ means in concrete terms and in a longer perspective.

3. TOWARDS A NEW GENERATION OF DCFTAS

3.1 Preliminary remarks on FTAs & DCFTAs

As there is sometimes confusion about the exact meaning of a “DCFTA”- as it is used alternatively for
‘DCFT Area’ and ‘DCFT Agreement’53- it is important to clarify the different concepts. In 2006, the
Communication of the European Commission on the ‘strengthening of the ENP’ stressed that: “FTAs
covering essentially industrial goods were already concluded with Mediterranean partners in the past
and negotiations have recently been launched to expand their agricultural and fisheries coverage and
include services and establishment. Over time, the implementation of the ENP Action Plans, particularly
on regulatory areas, will prepare the ground for the conclusion of a new generation of “deep and
comprehensive free trade agreements (FTAs)” with all ENP partners, like the one which the EU intends

49 “The Council agrees on the need to provide greater support to partners engaged in building deep and sustainable
democracy, to support inclusive economic development and to strengthen both the Eastern and the Southern dimensions
of the ENP, in particular in the areas of democracy, human rights and the rule of law. It underlines that stronger political co-
operation, closer economic integration and increased EU support, will depend on progress towards reforms”. Council
conclusions on ‘the European Neighbourhood Policy’, 3101st Foreign Affairs Council meeting Luxembourg, 20 June 2011,
point 3.
50 See table I at the end of the study.
51 One should also note that “the OPt's accession to the Agadir Agreement is on-going. Lebanon has also expressed interest
in joining”, Joint Staff Working document, Implementation of the European Neighbourhood Policy in 2012 Regional Report:
A Partnership for Democracy and Shared Prosperity with the Southern Mediterranean, 20 March 2013,
http://ec.europa.eu/world/enp/docs/2013_enp_pack/2013_southern_mediterranean
52 With the exception maybe of the emphasis that was put on the protection of the EU’s borders.
53 e.g. “In December 2011, the European Commission was authorised to open negotiations with Georgia and Moldova for a
Deep and Comprehensive Free Trade Agreement (DCFTA). In February 2012, the EU decided to launch negotiations with
Armenia”. DG trade, Consultation on Deep and Comprehensive Free Trade Areas: EU-Georgia / EU-Moldova / EU-Armenia, ,
http://trade.ec.europa.eu/consultations/?consul_id=162, emphasis added.
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to negotiate with Ukraine”54. The same document emphasised that “existing Mediterranean FTAs should
be expanded accordingly, to other regulatory areas”.

Three important points have to be underlined here:

- First ‘comprehensive’ refers indirectly to the ‘substantially all trade’ criteria contained in article XXIV of
the GATT: i.e. that an FTA must cover substantially all trade and thus not exclude major sectors from the
liberalisation process such as agricultural products or services if it is to be in conformity with the
multilateral rules. The EMAAs started the tariff dismantling with industrial products over a 12 year
transitional period and also envisaged ‘progressive liberalisation’ for the other sectors in conformity
with article XXIV of the GATT and V of the GATS for services;

- Second, ‘deep’ means to “go beyond free trade in goods and services” to include ‘behind the border’
issues addressing Non-Tariff Measures (NTMs) and achieving “comprehensive convergence in trade and
regulatory areas”.55 These are key elements of the ENP and more specifically the ENP Action Plans that
are used to address these issues;

- Third (‘Agreement’ or ‘Area’?) it is still unclear if and when a proper new generation of Euro-
Mediterranean Association Agreements (similar to the ‘DCFT Agreement’ initialled with Ukraine) is to be
concluded on top of the ‘DCFT Areas’ foreseen with the four MPCs but the 2011 EU Council mandate
clarified here some points.

3.2 The Council Mandate to ‘Upgrade’ Four Euro-Mediterranean Association Agreements
with a View to Establish ‘Deep and comprehensive Free Trade Areas’

On 14 October 2011, a “recommendation from the Commission to the Council authorising the
Commission to open bilateral negotiations with Egypt, Jordan, Morocco and Tunisia to upgrade the
respective Euro-Mediterranean Association Agreements with a view to establish Deep and
comprehensive Free Trade Areas”56 was issued. The recommendation of the European Commission is
that “the Council authorises the Commission to open negotiations individually with Egypt, Jordan,
Morocco and Tunisia with a view to establish deep and Comprehensive Free Trade Areas (DCFTA) as
part of Euro-Mediterranean Association Agreements.”57 So, contrary to the members of the Eastern
partnership, the MPCs are not, at this stage, going to negotiate a new generation of Euro-Mediterranean
association agreements as such. EMAAs will in fact continue to be ‘upgraded’ alongside other initiatives
included (thematic approach) or not in the ENP framework. The Council then authorised in December
2011 “the Commission to open bilateral negotiations with Egypt, Jordan, Morocco and Tunisia, with a
view to establishing "deep and comprehensive" free trade areas, as part of the existing Euro-

54 European Commission, Communication on “the strengthening of the European Neighbourhood Policy, COM(2006)
Brussels, 4 December 2006 COM(2006)726 final, p. 4.
55 “Such as technical norms and standards, sanitary and phytosanitary rules, competition policy, enterprise competitiveness,
innovation and industrial policy, research cooperation, intellectual property rights, trade facilitation customs measures and
administrative capacity in the area of rules of origin, good governance in the tax area, company law, public procurement
and financial services”, COM 2006, op. cit., p. 4.
56 European Commission, Recommendation from the Commission to the Council authorising the Commission to open
bilateral negotiations with Egypt, Jordan, Morocco and Tunisia to upgrade the respective Euro-Mediterranean Association
Agreements with a view to establish Deep and comprehensive Free Trade Areas, SEC(2011) 1191 final/2., 14 october 2011,
emphasis added.
57 SEC(2011) 1191 final/2., op. cit., part B, emphasis added.
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Mediterranean association agreements with those countries” emphasising that “talks will start as soon
as possible”.58

In fact two tracks have to be taken into consideration: The ‘EMAAs track’ and what we will call the ‘ENP
and sectoral agreements track’ that will both contribute to the creation of the four DCFT Areas.

The EMAAS track

The EMAAs include already the main elements and legal structure for developing DCFT Areas such as:

i) The second main objective of the EMAAs is to: “establish the conditions for the gradual liberalisation
of trade in goods, services and capital”, this is sufficient for the Association Councils to adopt legally
binding decisions on these matters;59

ii) a precise calendar for tariff dismantling regarding industrial products over a transition period of 12
years has been included in each EMAAs;

ii) a clause on progressive liberalisation of agricultural products is included in each EMAAs60 (specific
protocols on agricultural products are annexed to the EMAAs and are or will be replaced by new
provisions61);

iii) For services and right of establishment, the situation varies from one partner to another but basic
provisions have been inserted in the EMAAs.62

This is to be understood as being the “Comprehensive” part of the four Deep and Comprehensive Free
Trade Areas.

The ENP and (bilateral/multilateral) sectoral agreements tracks

The second set of measures has been mainly developed through the ENP framework via the ENP Action
Plans. It must be underlined that some measures are also the result of the development of EU internal
policies having an impact at external level (Common Agricultural Policy) or other EU external policies
(Common Commercial Policy).

Already in 2006 the Commission emphasised  the necessity of developing a ‘thematic dimension of the
ENP’ including “cross-cutting themes where the EU and its ENP partners, both South and East, share
common interests and concerns and which could usefully be addressed in a multilateral context. In
areas such as energy, transport, the environment, rural development, information society, research
cooperation, public health, financial services, border management, migration or maritime affairs,
problems are often not merely bilateral in nature and could therefore benefit from common debate,
action and cooperation between the EU and all or most ENP partners. These areas are important for

58 See: 3136th Council meeting, Foreign Affairs – Trade, Geneva, 14 December 2011, p. 8,
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/EN/foraff/126937.pdf
59 e.g. Art. 1. § 2, 3rd indent of the EMAA with Morocco.
60 e.g. Article 16 of the EMAA with Morocco : “The Community and Morocco shall gradually implement greater liberalisation
of their reciprocal trade in agricultural and fishery products”.
61 This is the case of Morocco for example: “Agreement in the form of an Exchange of Letters between the European Union
and the Kingdom of Morocco concerning reciprocal liberalisation measures on agricultural products, processed agricultural
products, fish and fishery products, the replacement of Protocols 1, 2 and 3 and their Annexes and amendments to the Euro-
Mediterranean Agreement establishing an association between the European Communities and their Member States, of the
one part, and the Kingdom of Morocco, of the other part” of 3 July 2012. Emphasis added. See also the table I in the annex.
62 Negotiations on “trade in services and in investments were launched with Israel, Egypt, Morocco and Tunisia in 2008”. But
in 2012, “progress was made only with Morocco, although the negotiations were not concluded. In the case of Egypt, Jordan
and Tunisia, these negotiations will be incorporated into the DCFTA negotiations”. European Commission, Joint Staff
Working Document, Implementation of the European Neighbourhood Policy in 2012 Regional Report: A Partnership for
Democracy and Shared Prosperity with the Southern Mediterranean, 20 March 2013,
http://ec.europa.eu/world/enp/docs/2013_enp_pack/2013_southern_mediterranean_en.pdf
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durable growth, prosperity, stability and security”. The European Commission added that attention had
to be paid to the “effective implementation of multilateral agreements and processes, whether existing
or new” and that “Multilateral agreements between the EU and ENP partners in a small number of key
sectors should be urgently considered; the most obvious examples are energy (extending the Energy
Community Treaty), and transport (horizontal/global aviation agreements). The extension of networks
should also be considered, ensuring their interoperability with EU systems”.63

Apart from these multilateral agreements, a number of bilateral sectoral agreements complementing
the EMAAs have to be taken into consideration. We referred already to the “Agreements concerning
reciprocal liberalisation measures on agricultural products, processed agricultural products, fish and
fishery products”, that must be integrated into the EMAAs, but a number of other sectoral agreements
are going to complement the EMAAs such as the Agreements on Conformity Assessment and
Acceptance of Industrial Products (ACAAs). The sectors concerned by these ACAAs are mainly:
machinery, electrical products, construction products, pressure equipment, toys, medical appliances,
gas appliances and pharmaceuticals . A “first ACAA with Israel on good manufacturing practice for
pharmaceutical products has entered into force on 19 January 2013”64 whereas Jordan has chosen to
consider electrical products, toys and gas appliances as priority sectors. Other agreements in the field of
transport have to be mentioned such as the aviation agreements (see the recent agreement concluded
with Israel). Also the Dispute Settlement Mechanism (DSM) protocols and the Regional Convention on
pan-Euro-Mediterranean preferential rules of origin have a particular importance in the deepening of
the FTAs (see hereinafter).

The Added Value of the Advanced Status: the Case of Morocco

Bringing more coherence between EMAAs, the ENP Actions Plans and the planned DCFTAs is of crucial
importance. ‘Advanced status’ or ‘privileged partnership’ provides a new type of framework for
Morocco and Jordan and maybe soon for Tunisia65 as negotiations were underway when the Jasmine
revolution started.

A good example illustrating the use of the advanced statuses is the April 2013 “Joint Proposal for a
Council Decision on the Union position within the Association Council set up by the Euro-
Mediterranean Agreement establishing an association between the European Communities and their
Member States, of the one part, and the Kingdom of Morocco, of the other part, with regard to the
adoption of a recommendation on the implementation of the EU-Morocco Action Plan implementing

63 COM(2006), op. cit.
64 ACAA are « a specific type of mutual recognition agreement based on the alignment of the legislative system and
infrastructure” of the country concerned with those of the EU. DG enterprise and industry “Single market for goods -
Agreements on Conformity Assessment and Acceptance of industrial products (ACAA)”
65 According to the Council “A political agreement was reached on the text of the new ENP action plan towards a “Privileged
Partnership” in November 2012. Resumption of negotiations on liberalisation of trade in agricultural and fisheries products
is pending. Discussions with a view to a “Partnership for Mobility” on migration and security issues are ongoing.
Negotiations are being prepared for a Deep and Comprehensive Free Trade Agreement (DFCTA), for an agreement on
Liberalisation of Air Transport Sector and for an agreement on Acceptance And Conformity Assessment for industrial
products (ACAA).
Since the revolution, overall EU financial support for Tunisia has increased from €240 million for 2011-2013 to €390 million
over the period 2011-2012. The EU financial and technical support is focused on the political and socio-economic reforms
engaged in by the Tunisian government in order to provide a targeted response to the real needs and priorities of Tunisia.
€100 million was provided through the SPRING programme to support political/governance reform and inclusive economic
growth, notably targeting the reform of the justice sector, capacity building of civil society, support to the renovation of
popular neighbourhoods and support to the implementation of the association agreement and to the democratic transition.
Support programmed under the ENPI in 2012 focused on economic recovery (“Programme d'Appui à la Relance - PAR II" of
€68 million) as well as health and the fight against inequalities (€12 million). Coucil of the EU, EU's response to the “Arab
Spring”: The State-of-Play after Two Years, 8 February 2013,
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/EN/foraff/135292.pdf
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the advanced status (2013-2017).”66 One can already see in the title that there is a direct link between,
on the one hand, the legally binding EMAA and its main decision making67 institution: the Association
Council and the “advanced status”. The joint proposal includes a part B entitled “Towards a Common
Economic Area”. The point 6 is of particular importance for this study as it concentrates on “Trade,
Markets and regulatory reform”. Point (6.2) concentrates on “trade relations, including conclusion of a
Deep and Comprehensive Free Trade Agreement”. The joint proposal stated that: “in accordance with
the recommendations of the Euromed road map and the objectives set out in the joint document on
advanced status, the two parties will seek first to conclude a Deep and Comprehensive Free Trade
Agreement (DCFTA), leading to a common economic area in the fullness of time”. This approach
includes three main elements:

i) The “implementation of the undertakings in the AA, Title II (Free movement of goods)”;

ii) The “contribution to the creation of the Euro-Mediterranean free trade area”;

iii) The “conclusion of a DCFTA”.

The first part is in fact just the continuation of what is foreseen in the title II of the EMAAs.68 The second
part is also still the old objective of the 1995 Barcelona Declaration: the 2010 Euro-Mediterranean free
trade area. This FTA was itself consisted of three elements:
i) The bilateral EMAAs creating bilateral FTAs between the EU and the MPCs;
ii) bilateral agreements among MPCs creating a second network of ‘horizontal FTAs’; and

iii) bilateral agreements between other non-EU European countries and MPCs.69

Obviously the 2010 target date was missed mainly because of delays linked to the complexity of
progressively establishing real Pan-Euro-Mediterranean integration70 but also due to the numerous
political crisis since 1995. However, the elements mentioned are more precise, technical and concrete,
such as the “setting-up of a Euro-Mediterranean mechanism to facilitate trade and investment including
an early warning and rapid consultation system for measures that could affect trade and investment.”71

The third element of the joint proposal relates to the “conclusion of a DCFTA”. Here one should mention
a non-exhaustive list of sectors to be covered by the negotiations with Morocco:

66 Joint Proposal for a Council Decision on the Union position within the Association Council set up by the Euro-
Mediterranean Agreement establishing an association between the European Communities and their Member States, of the
one part, and the Kingdom of Morocco, of the other part, with regard to the adoption of a recommendation on the
implementation of the EU-Morocco Action Plan implementing the advanced status (2013-2017), JOIN(2013)6, Brussels, 17
April 2013, http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=JOIN:2013:0006:FIN:EN:PDF
67 Note that a recommendation of the AC is not legally binding contrary to the decision.
68 This includes: “Monitor issues concerned with the trade part of the EU-Morocco Association Agreement, in particular with
a view to the reciprocal elimination of tariff and nontariff restrictions on the import and export of goods; up
liberalisation of trade in goods in line with sectoral policies. Implement and monitor the agreement on liberalisation of trade
in agricultural products, processed agricultural products, fish and fishery products ; Train staff and build administrative
capacity in international trade.”
69 This included originally the negotiation of FTAs between the at that time candidate countries like Poland but also the
conclusion of such agreements between MPCs and Turkey or members of the EEA.
70 For an overview see table I at the end of the study.
71 Including: “Continue implementation of Free Trade Agreements with the Mediterranean partners at regional, intra-
regional or bilateral levels ; Implement and monitor the agreement on trade dispute settlement, including support for the
training of a core group of Moroccan international trade arbitrators to participate in dispute settlement proceedings ;
Monitor implementation of the Agadir Agreement in all areas presently covered. Work to increase the number of areas
covered, for example by including services and investment, and encourage extension of the Agadir Agreement to other
countries of the region; Implement initiatives to strengthen the Euro-Mediterranean partnership, notably the setting-up of a
Euro-Mediterranean mechanism to facilitate trade and investment that will include an early warning and rapid consultation
system for measures that will have an impact on trade and investment; Strengthen cooperation and dialogue in the drafting
and use of trade defence instruments; Continue the ongoing bilateral negotiations on liberalisation of the trade in services
and right of establishment”.
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- “technical regulations on industrial products, standards and conformity assessment;

- public procurement;

- capital movements and payments;

- protection of intellectual property rights;

- health and plant health issues;

- competition policy;

- customs and trade facilitation;

- dialogue on trade defence instruments;

- further liberalisation of trade in services and investment protection;

- trade and sustainable development;

- examination of the possibilities of improving the preferences granted under the free trade agreement
on agricultural products, processed agricultural products and fishery products, taking into account
agricultural policy and the sensitivity and characteristics of the products concerned on both sides”.

What is striking this list is that most issues are already covered by the EMAAs albeit sometimes with just
a few general provisions contrary to the very comprehensive agreement recently initialled with Ukraine
(see hereinafter and the table II in the annex).

Concluding remarks on DCFTAs, the Lisbon Treaty and Customs Unions

The issue of the difference between a DCFT Area and a Customs Union is also of importance for three
main reasons:

i) The still incomplete Euro-Mediterranean FTA includes in fact a bilateral Customs Union in the network
of Euro-Mediterranean Regional Trade Agreements (RTAs): The EU-Turkey Customs Union (Turkey has
already or will conclude FTAs with all other MPCs benefitting from an EMAA):

ii) As underlined by the Commission and the High Representative in 2013, the “emergence of alternative
regional integration schemes in the Eastern neighbourhood presents a new challenge. The emergence
of the Eurasian Union between the Russian Federation, Belarus and Kazakhstan has changed the
landscape. This is perceived as offering an alternative model of political and economic development to
integration with the EU. However, there is a choice to be made. For example, joining the customs union
that is part of the Eurasian Union would preclude economic integration with the EU through a DCFTA”72.
In other words, the deepening of economic integration with the MPCs is taking place in a very specific
regional competitive (ENP) context. The conclusion of these negotiations will have important legal
consequences at regional and international level for potential negotiations of FTAs with other trade
partners. The current political evolutions in Turkey, Tunisia or Egypt have thus to be taken into
consideration;

iii) Given the ‘banalisation’ of the conclusion of FTAs and association agreements between the EU and
many countries around the world and having in mind the constitutional duty - now enshrined into
article 8 TEU Lisbon- to develop a ‘special relationship’ with neighbouring countries, an in-depth
reflection is needed regarding this issue. Obviously, the DCFTAs will be more than regular FTAs but less
than fully-fledged customs unions. This reflection should be centred on the ‘economic model’ foreseen

72 Joint Communication of the Commission and High Representative, European Neighbourhood Policy: Working towards a
Stronger Partnership, JOIN(2013) 4 final, 20 March 2013, p. 22.
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(i.e. the Neighbourhood Economic Community (NEC)) and on the exiting and future ‘legal basis’ and
‘frameworks’ to be used for developing sustainable deeper economic integration as envisaged within
the framework the revised ENP.

This element is not yet addressed as such by the European Commission but it is emerging as a major
challenge for the years to come. For instance, the Commission in a press release published in April 2013
on the start of the negotiations with Morocco for a DCFTA, stressed that: “the Deep and Comprehensive
Free Trade Area (DCFTA) will be an important step towards gradually integrating the Moroccan
economy into the EU single market, removing obstacles to trade both at the border and behind the
border. It will ‘deepen’ the integration by bringing Moroccan trade-related requirements, industrial
standards, technical regulations and animal and plant health measures closer to EU legislation and
cover a 'comprehensive' range of areas that are fundamental to a modern, transparent and predictable
trade and investment regime”.73 This includes also the simplification of “customs procedures” and the
reduction of “trade barriers caused by incompatible or unnecessarily burdensome industrial standards
and food safety requirements. A sustainable development chapter will ensure that trade liberalisation
does not negatively affect environmental or social standards”.74 In just a few words the European
Commission summarised the importance of the process that would lead to one of the first objectives of
the ENP: “a stake in the EU internal market”.

4. THE EXPECTED IMPACT ON THE EU AND MEDITERRANEAN
COUNTRIES

Too sum up the ‘DCFT Areas’ will generate important trade gains, but these will be unequally
distributed depending mainly on the country and products concerned.

4.1 The Trade Sustainability Impact Assessment in support of negotiations of a DCFTA
between the EU and Morocco

The draft interim report on the Trade Sustainability Impact Assessment in support of negotiations of a
DCFTA between the EU and Morocco was published on 29 May 2013.75

Overall the report is positive, both for the EU and Morocco.  With regard to the ‘overall
macroeconomic effects’, it estimates that “in the long-run, the expected gains in national income are
an estimated € 1.4 billion for the EU and € 1.3 billion for Morocco. Given the size of the economies,
the GDP gains in relative terms are close to zero for the EU, but translate into a 1.6 percent GDP
increase for Morocco”. The report pointed out that “reducing NTMs in goods is by far the most
important contributor to the expected gains of the DCFTA, while spillover effects are second most
important to the Moroccan total gains in national income.”

Both the EU and Morocco will “benefit from a reduction in services NTMs”. As far as trade flows are
concerned, the DCFTA impact will be ‘significant’ for Morocco with an “expected increase in exports
of 15 percent and an eight percent increase in imports in the long-run, thus leading to an

73 Press release Brussels, 22 April 2013, “EU and Morocco start negotiations for closer trade ties”,
http://trade.ec.europa.eu/doclib/press/index.cfm?id=888
74 Ibid.
75 Ecorys, Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco, Draft
Interim Technical Report, Rotterdam 29 May 2013, http://trade.ec.europa.eu/doclib/docs/2013/june/tradoc_151402.pdf
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improvement in Morocco’s trade balance in relative terms.  Significant positive effects for Morocco
are expected in terms of wages, with an expected increase in the long run of approximately 1.6-1.9
percent. Although consumer prices are expected to rise somewhat, by 0.4 percent, due the increased
income and ensuing demand, the increase in wages is expect to improve the purchasing power of
the average Moroccan citizen. In the EU, the expected changes on trade, wages and consumer prices
will be negligible”. This asymmetry, although expected, is to be stressed.

For the ‘third country effects’, the SIA stressed that the EU-Morocco DCFTA will also have “an impact
on third countries, mainly due to trade diversion. Although this effect is estimated to be negative for
some third countries such as Tunisia and Turkey, the effects are very small” but the “estimated effect
on Tunisia assumes that this country will also complete negotiations on a DCFTA with the EU”. This is
an important element to be underlined and a recommendation has been put forward in this regard at
the end of the study.

For the “sector-specific changes in value added”, the “overall effects of the DCFTA on GDP are
positive” but the “results per sector differ: while some sectors expand, others contract”. To sum up the
results for Morocco:

i) “the most significant effect is expected in the other machinery sector, with an increase of 8.5 percent
in value added in the long run, mainly resulting from a reduction in Non-Tariff Measures”;

ii) for “vegetables and fruits“ is estimated to expand by four percent in the long run”;

iii) in the services sector, the “public and other services sector is expected to expand most (+1 percent
in the long run)”;

iv) in the “agricultural segment of the economy, the grains and crops sector is expected to lose most
due to the DCFTA (2.7 percent reduction in output in the long run), which is largely triggered by the
alignment of NTMs between the EU and Morocco”;

v) “leather goods is the industrial sector in Morocco that is expected to be particularly negatively
affected by the DCFTA as output is estimated to contract by 3.6 percent in the long run”; and finally

vi) “the ICT and other business services are likely to face increased competition from EU counterparts
and lose some 1.7 percent in terms of output in the long run”.

For the ‘sector-specific changes in trade’:

i) The “largest relative increase in Moroccan exports is expected in the other transport equipment
segment, which is estimated to export 89 percent more in the long run after concluding the DCFTA”;

ii) The “exports of all industrial sectors are expected to increase significantly (e.g. the other machinery
and motor vehicles sectors are estimated to see increases of 71 and 50 percent respectively). Especially
the increase in the other machinery sector is significant since this sector will also experience the
largest absolute increase exports (+ €3.3 billion in the long run”).

iii) “Most services sectors, on the other hand, are estimated to witness a decrease in exports. Imports
are shown to increase across all sectors (with the exception of primary energy), and for many sectors
this increase is between 5 to 15 percent”. This is thus another important element to be taken into
consideration.

As far as the ‘expected social and human rights impact of the DCFTA’ are concerned, the SIA stress
that “due to the unavailability of a recent and complete household dataset, no quantitative analysis
on the social effects of the DCFTA could be performed. As such, the expected effects on poverty and
welfare changes are assessed in a more qualitative manner for Morocco”. There is thus a need to
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further develop the impact assessment in thus field but some conclusions can already been put
forward. Regarding expected ‘Price and wage changes’, for example, Morocco’s “more skilled workers
are estimated to see wages increase by, on average, 1.9 percent in the long run, whereas Morocco’s
less skilled labour worker will experience an increase of average wages by an estimated 1.6 percent”.
Moreover, the “significant income increase expected as a result of the DCFTA according to the model
may in part be due to job creation rather than wage increases”. However, “the associated
employment reallocations between sectors may be difficult for some (especially more vulnerable)
groups”. With respect to labour standards “overall the situation is likely to improve”. The SIA did not
identified “any significant impact of the DCFTA with respect to social security and social dialogue”.

With respect to human rights, the DCFTA is “expected to mainly affect economic and social rights
(such as the improved in rights to an adequate standard of living and the right to adequate food) and
not cultural, civil or political rights”. “The overall effect of the DCFTA on the human rights situation in
Morocco is likely to be positive and largely indirect”.

For the ‘expected environmental impact of the DCFTA three main findings must be highlighted:

i) Regarding “environmental indicators, the DCFTA is expected to bring a combination of positive and
negative environmental effects and the overall impact is difficult to predict with any certainty”;

ii) In terms of “air pollution, quantitative analysis shows that emissions of all air pollutants (NOx, SOx
and Particulate Matters) decline following the implementation of the DCFTA, both in the short and in
the long run. This overall positive effect is mainly due a shift in economic activity (composition effect)
from industries like primary energy, textiles, leather goods, chemicals and transport into sectors with
lower air pollution intensities such as vegetables and fruit and public and other services. This
composition effect dominates the scale effect of increased emissions due to an overall increase in
economic activity. In monetary terms, the long-run positive effects on air pollution would lead to a
decrease in external costs of €24 million”;

iii) With respect to “other types of environmental indicators, such as waste, biodiversity and the green
economy the DCFTA is likely to have mixed or only small effects. With respect to water, the
environmental pressure that would result from a DCFTA is ambiguous. On the one hand, the overall
increase in agricultural production demands more of the already scarce water for irrigation, while the
decline in polluting industrial sectors such as the textile and leather industries are likely to result in
less overall pollution. CO2 emissions are predicted to decline by 600 metric tonnes in the long run
and as such the DCFTA could have a very minor, but positive effect on climate change”.

In this particular field, the environment, one should note that some important uncertainties have
been identified by the SIA notably in the water sector that is of crucial importance for an economy
like the Moroccan one. Again more specific impact assessments are obviously needed and that level.

The Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU
and Tunisia

The draft interim report regarding the Trade Sustainability Impact Assessment in support of
negotiations of a DCFTA between the EU and Tunisia was published at the same time than the one on
Morocco: on 29 May 2013.76

Overall, the report is also positive both for the EU and Tunisia. For the ‘overall macroeconomic
effects’, in both the EU and Tunisia, “national income is expected to increase as a result of the DCFTA.

76 Ecorys, Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Tunisia, Draft
Interim Technical Report, Rotterdam 29 May 2013, http://trade.ec.europa.eu/doclib/docs/2013/june/tradoc_151401.pdf
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In the long-run, the expected gains in national income are an estimated € 1.3 billion for the EU and €
2.5 billion for Tunisia. Given the size of the economies, the GDP gains in relative terms are close to
zero for the EU, but translate into a significant seven percent GDP increase for Tunisia”. Here again the
asymmetry is clear. Like for Morocco “reducing NTMs in goods is by far the most important
contributor to the expected gains of the DCFTA, while agricultural tariff reductions are the second
most important measure”. The behind the border issue are again considered has being the main
priority, before agricultural tariff reductions.

Regarding the DCFTA impact on trade flows it will also be “significant for Tunisia, with an expected
increase in exports of 20 percent and an 18 percent increase in imports in the long-run, thus leading
to an improvement in Tunisia’s trade balance in relative terms”.

In terms of wages, “positive effects are also expected in Tunisia, with an increase in the long run of
approximately 10 percent”. With “the increase in wages the purchasing power of Tunisian citizens is
expected to improve considerably” whereas in the EU, “the expected changes on trade, wages and
consumer prices will be negligible”. There is thus here an important difference compared to the
findings for Morocco.

For the ‘estimated third country effects’, the EU-Tunisia DCFTA “will also have an impact on third
countries, mainly due to trade diversion. Although this effect is estimated to be negative for some
third countries like Morocco and Turkey, the effects are very small, and are even zero when expressed
as a percentage of GDP”.

As far as the ‘sector-specific changes in value added’ are concerned, again the “overall effects of the
DCFTA on GDP are positive” but of course the “results per sector differ”:

i) The “most significant effect is expected in the sector vegetable oils, with an increase of 223 percent,
mainly resulting from reduced EU tariffs and a subsequent rise in exports”;

ii) Vegetables and fruits, “one of the biggest sectors in Tunisia in terms of value added and
employment, is estimated to expand by 4 to 5 percent”;

iii) In the manufacturing sector, “other machinery (+47 percent), other transport equipment (+20
percent) and electrical machinery (+18 percent) see the largest increases in output.

iv) In services, “the largest service sector trade is also expected to expand most (+12 percent)”;

vi) “Sectors that are negatively affected are textiles, non-mineral products, petrochemicals (all three
experience a reduction of around – 15 percent) and leather goods (-11 percent)”. This last point is
common to Morocco thus a specific impact studies could be conducted to serve as a basis for
restructuring this sector.

For ‘sector-specific changes in trade’:

i) The “largest relative increase in Tunisian exports is expected for vegetable oils”;

ii) The “export of most manufacturing sectors are also expected to increase significantly (e.g. both
other machinery and transport equipment increase by 62 percent, whereas metals, fabricated metals
and motor vehicles increase by 35 percent)”;

iii) “Most services sectors witness a decrease in exports”;

iv) “Imports are shown to increase across all sectors (with the exception of forestry products), and for
many sectors this increase is between 10 to 35 percent. The largest increase in percentage terms
(+194 percent) is expected in processed meat, but this is a relatively small sector in overall Tunisian
imports”.
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Regarding the ‘expected social and human rights impact of the DCFTA’, the “average welfare level in
Tunisia is expected to increase by approximately nine percent”. The change in welfare is “mainly
driven by changes in wages and prices, because these indicators largely determine changes in
disposable income and in turn thus affect poverty levels”.

Also for ‘price and wage changes’: the gains for the “richest strata of the population are somewhat
higher than for the poorest strata: 7.8 and 6.5 percent respectively. Although these figures suggest
that inequality would increase as a result of the DCFTA, this increase is only marginal. Poverty is also
expected to decrease as a result of these changes in disposable income. People that are just above
the poverty line but are unemployed are therefore most at risk as the increase in disposable income is
mainly due to a rise in wages, while consumer prices go up”.

The “significant income increase expected”, as a result of the DCFTA, “may in part be due to job
creation rather than wage increases. Reallocations between sectors may be difficult for some
(especially more vulnerable) groups”. With respect to labour standards, “overall the situation is likely
to improve”. No “significant impact of the DCFTA with respect to social security and social dialogue” is
envisaged. With respect to human rights, the DCFTA is expected to “mainly affect economic and
social rights and not cultural, civil or political rights”. In fact, the “overall effect of the DCFTA on the
human rights situation in Tunisia is likely to be small but positive”.

For the ‘expected environmental impact’, the DCFTA is expected to “bring a combination of positive
and negative environmental effects and the overall impact is difficult to predict with any certainty”:

i) In terms of air pollution, “quantitative analysis shows that emissions of NOx and SOx decline
following the implementation of the DCFTA in the short run, whereas PM emissions show a modest
increase, mainly due a shift in economic activity (composition effect) from industries like primary
energy, textiles, leather goods, chemicals and transport into sectors with lower air pollution
intensities such as vegetables and fruit, trade and consumer services. In the long run, however, air
pollution is expected to increase again, related to the overall growth in GDP and related production
and consumption (scale effect). In monetary terms, the long-run negative effects on air pollution
would lead to an increase in external costs of €40.2 million”.

ii) Regarding “other types of environmental indicators, like waste, biodiversity and the green
economy the impact of the DCFTA is likely to have mixed or only small effects. With respect to water,
the environmental pressure is likely to rise as a result of the DCFTA. This is mainly due to the fact that
80 percent of the water in Tunisia is used for irrigation and the agricultural products that is expected
to increase most significantly as a result of the DCFTA, fruit and vegetables – and in particular olives
and palm trees, are among the most irrigation intensive agricultural products in Tunisia. Given that
Tunisia is facing water shortages of increasing severity, and water quality is also an issue, this is a
serious risk”.

Here one can see that if water remains a preoccupation for both Morocco and Tunisia other expected
environmental impacts are quite different.

Comparing the two SIAs reveals clearly that Morocco, at least on the paper, will face more challenges
in moving towards a DCFTA. Of course the two economies cannot be compared notably given the
differences in terms of population and territory. What is striking is also the differentiated social
impacts foreseen for the two countries.

Shallow vs. Deep Integration in the Southern Mediterranean: Scenarios for the region up to 2030

To take the example of another impact assessment published in March 2012 and focussed on
“Scenarios for the region up to 2030”, the main findings and proposals were the following:
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i) Significant tariff barriers remain in Tunisia (and Algeria. “This suggests that the shallow integration
was not fully achieved in these countries”);

ii) NTM’s are significant in Morocco an Tunisia;

iii) “Eliminating NTMs in Mediterranean countries as a move toward deeper integration in the
Euromed area is expected to provide significant gains”;

iv) The trade gains to be generated by the deeper economic integration can be increased with a
reduction in “transport costs” and more efficient “logistics”;

v) “Tariff removal is expected to produce moderate or limited gains, except in Algeria, and Tunisia (to
a lesser extent)”, “Conversely, the elimination of NTMs is expected to lead to strong trade gains”;

vi) “In any case, a cost-benefit analysis should be undertaken at product-level before embarking on
NTMs elimination (especially in terms of short-term costs due to an increased competition with EU
products)”.77

The last point is of crucial importance. Again detailed cost-benefit analysis should be undertaken at
product-level before embarking on NTMs elimination. This should be a clear short term priority for
the EU and its partners.

By way of conclusion on the impact assessments, apart from the obvious necessity to launch detailed
cost-benefit analysis at sector and even product level, one should really underline the importance of
the potential social impacts as it is expected that the poorer segment of the population, especially
the unemployed (thus in most cases young graduates) are most at risk due to the expected increase
of consumer prices. A third element is the need to avoid substantial trade diversion. The timing of the
entry into force of the four DCFTAs envisaged is of crucial importance as the implementation of
DCFTAs might also reinforce the hub and spokes effect.

4.2 The Trade Sustainability Impact Assessment in support of negotiations of a DCFTA
between the EU and Tunisia

The draft interim report regarding the Trade Sustainability Impact Assessment in support of
negotiations of a DCFTA between the EU and Tunisia was published at the same time than the one on
Morocco: on 29 May 2013.78

Overall, the report is also positive both for the EU and Tunisia. For the ‘overall macroeconomic effects’,
in both the EU and Tunisia, “national income is expected to increase as a result of the DCFTA. In the
long-run, the expected gains in national income are an estimated € 1.3 billion for the EU and € 2.5
billion for Tunisia. Given the size of the economies, the GDP gains in relative terms are close to zero for
the EU, but translate into a significant seven percent GDP increase for Tunisia”. Here again the
asymmetry is clear. Like for Morocco “reducing NTMs in goods is by far the most important contributor
to the expected gains of the DCFTA, while agricultural tariff reductions are the second most important
measure”. The behind the border issue are again considered has being the main priority, before
agricultural tariff reductions.

77 Shallow vs. Deep Integration in the Southern Mediterranean: Scenarios for the region up to 2030 Author(s): Ahmed Farouk
Ghoneim, Nicolas Péridy, Javier Lopez Gonzalez , Maximiliano Mendez Parra In: Trade Developments, MEDPRO Technical
Papers, 30 March 2012 http://www.ceps.eu/book/shallow-vs-deep-integration-southern-mediterranean-scenarios-region-
2030
78 Ecorys, Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Tunisia, Draft
Interim Technical Report, Rotterdam 29 May 2013, http://trade.ec.europa.eu/doclib/docs/2013/june/tradoc_151401.pdf

http://www.ceps.eu/author/ahmed-farouk-ghoneim
http://www.ceps.eu/author/ahmed-farouk-ghoneim
http://www.ceps.eu/author/nicolas-p%C3%A9ridy
http://www.ceps.eu/author/javier-lopez-gonzalez
http://www.ceps.eu/author/maximiliano-mendez-parra
http://www.ceps.eu/category/research-area/trade-developments
http://www.ceps.eu/category/book-series/medpro-technical-papers
http://www.ceps.eu/category/book-series/medpro-technical-papers
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Regarding the DCFTA impact on trade flows it will also be “significant for Tunisia, with an expected
increase in exports of 20 percent and an 18 percent increase in imports in the long-run, thus leading to
an improvement in Tunisia’s trade balance in relative terms”.

In terms of wages, “positive effects are also expected in Tunisia, with an increase in the long run of
approximately 10 percent”. With “the increase in wages the purchasing power of Tunisian citizens is
expected to improve considerably” whereas in the EU, “the expected changes on trade, wages and
consumer prices will be negligible”. There is thus here an important difference compared to the findings
for Morocco.

For the ‘estimated third country effects’, the EU-Tunisia DCFTA “will also have an impact on third
countries, mainly due to trade diversion. Although this effect is estimated to be negative for some third
countries like Morocco and Turkey, the effects are very small, and are even zero when expressed as a
percentage of GDP”.

As far as the ‘sector-specific changes in value added’ are concerned, again the “overall effects of the
DCFTA on GDP are positive” but of course the “results per sector differ”:

i) The “most significant effect is expected in the sector vegetable oils, with an increase of 223 percent,
mainly resulting from reduced EU tariffs and a subsequent rise in exports”;

ii) Vegetables and fruits, “one of the biggest sectors in Tunisia in terms of value added and employment,
is estimated to expand by 4 to 5 percent”;

iii) In the manufacturing sector, “other machinery (+47 percent), other transport equipment (+20
percent) and electrical machinery (+18 percent) see the largest increases in output.

iv) In services, “the largest service sector trade is also expected to expand most (+12 percent)”;

vi) “Sectors that are negatively affected are textiles, non-mineral products, petrochemicals (all three
experience a reduction of around – 15 percent) and leather goods (-11 percent)”. This last point is
common to Morocco thus a specific impact studies could be conducted to serve as a basis for
restructuring this sector.

For ‘sector-specific changes in trade’:

i) The “largest relative increase in Tunisian exports is expected for vegetable oils”;

ii) The “export of most manufacturing sectors are also expected to increase significantly (e.g. both other
machinery and transport equipment increase by 62 percent, whereas metals, fabricated metals and
motor vehicles increase by 35 percent)”;

iii) “Most services sectors witness a decrease in exports”;

iv) “Imports are shown to increase across all sectors (with the exception of forestry products), and for
many sectors this increase is between 10 to 35 percent. The largest increase in percentage terms (+194
percent) is expected in processed meat, but this is a relatively small sector in overall Tunisian imports”.

Regarding the ‘expected social and human rights impact of the DCFTA’, the “average welfare level in
Tunisia is expected to increase by approximately nine percent”. The change in welfare is “mainly driven
by changes in wages and prices, because these indicators largely determine changes in disposable
income and in turn thus affect poverty levels”.

Also for ‘price and wage changes’: the gains for the “richest strata of the population are somewhat
higher than for the poorest strata: 7.8 and 6.5 percent respectively. Although these figures suggest that
inequality would increase as a result of the DCFTA, this increase is only marginal. Poverty is also
expected to decrease as a result of these changes in disposable income. People that are just above the
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poverty line but are unemployed are therefore most at risk as the increase in disposable income is
mainly due to a rise in wages, while consumer prices go up”.

The “significant income increase expected”, as a result of the DCFTA, “may in part be due to job creation
rather than wage increases. Reallocations between sectors may be difficult for some (especially more
vulnerable) groups”. With respect to labour standards, “overall the situation is likely to improve”. No
“significant impact of the DCFTA with respect to social security and social dialogue” is envisaged. With
respect to human rights, the DCFTA is expected to “mainly affect economic and social rights and not
cultural, civil or political rights”. In fact, the “overall effect of the DCFTA on the human rights situation in
Tunisia is likely to be small but positive”.

For the ‘expected environmental impact’, the DCFTA is expected to “bring a combination of positive
and negative environmental effects and the overall impact is difficult to predict with any certainty”:

i) In terms of air pollution, “quantitative analysis shows that emissions of NOx and SOx decline following
the implementation of the DCFTA in the short run, whereas PM emissions show a modest increase,
mainly due a shift in economic activity (composition effect) from industries like primary energy, textiles,
leather goods, chemicals and transport into sectors with lower air pollution intensities such as
vegetables and fruit, trade and consumer services. In the long run, however, air pollution is expected to
increase again, related to the overall growth in GDP and related production and consumption (scale
effect). In monetary terms, the long-run negative effects on air pollution would lead to an increase in
external costs of €40.2 million”.

ii) Regarding “other types of environmental indicators, like waste, biodiversity and the green economy
the impact of the DCFTA is likely to have mixed or only small effects. With respect to water, the
environmental pressure is likely to rise as a result of the DCFTA. This is mainly due to the fact that 80
percent of the water in Tunisia is used for irrigation and the agricultural products that is expected to
increase most significantly as a result of the DCFTA, fruit and vegetables – and in particular olives and
palm trees, are among the most irrigation intensive agricultural products in Tunisia. Given that Tunisia is
facing water shortages of increasing severity, and water quality is also an issue, this is a serious risk”.

Here one can see that if water remains a preoccupation for both Morocco and Tunisia other expected
environmental impacts are quite different.

Comparing the two SIAs reveals clearly that Morocco, at least on the paper, will face more challenges in
moving towards a DCFTA. Of course the two economies cannot be compared notably given the
differences in terms of population and territory. What is striking is also the differentiated social impacts
foreseen for the two countries.

4.3 Shallow vs. Deep Integration in the Southern Mediterranean: Scenarios for the region
up to 2030

To take the example of another impact assessment published in March 2012 and focussed on
“Scenarios for the region up to 2030”, the main findings and proposals were the following:

i) Significant tariff barriers remain in Tunisia (and Algeria. “This suggests that the shallow integration was
not fully achieved in these countries”);

ii) NTM’s are significant in Morocco an Tunisia;

iii) “Eliminating NTMs in Mediterranean countries as a move toward deeper integration in the Euromed
area is expected to provide significant gains”;
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iv) The trade gains to be generated by the deeper economic integration can be increased with a
reduction in “transport costs” and more efficient “logistics”;

v) “Tariff removal is expected to produce moderate or limited gains, except in Algeria, and Tunisia (to a
lesser extent)”, “Conversely, the elimination of NTMs is expected to lead to strong trade gains”;

vi) “In any case, a cost-benefit analysis should be undertaken at product-level before embarking on
NTMs elimination (especially in terms of short-term costs due to an increased competition with EU
products)”.79

The last point is of crucial importance. Again detailed cost-benefit analysis should be undertaken at
product-level before embarking on NTMs elimination. This should be a clear short term priority for the
EU and its partners.

By way of conclusion on the impact assessments, apart from the obvious necessity to launch detailed
cost-benefit analysis at sector and even product level, one should really underline the importance of the
potential social impacts as it is expected that the poorer segment of the population, especially the
unemployed (thus in most cases young graduates) are most at risk due to the expected increase of
consumer prices. A third element is the need to avoid substantial trade diversion. The timing of the
entry into force of the four DCFTAs envisaged is of crucial importance as the implementation of DCFTAs
might also reinforce the hub and spokes effect.

5. THE MAIN SECTORAL ISSUES AT STAKE

5.1 The creation of a Euro-Mediterranean financial institution

The creation of a Euro-Mediterranean financial institution is not a new idea and has generated many
debates in the last 10 years or so. For the time being, the revision of the ENP in 2011 and the first
responses of the EU to the “Arab Spring” implied an increased mandate of the EIB and the
enlargement of the mandate of the EBRD to the Mediterranean area. The Deauville partnership is here
to be mentioned as it is the main international initiative designed to answer the Arab Spring and that
brought together the main financial institutions including the Worked Bank.80

5.2 The issue of Paneuromed cumulation of origin

The issue of Paneuromed cumulation of origin is key to the regional integration process but still poses a
number of problems. The current objective is to conclude a regional convention that will include the 28
Member States, the ten MPCs (including Turkey) and also the member countries of the European Free
Trade Association (EFTA) and Balkan countries. One of the objectives is in fact to simplify the current
complex system of attribution of origin based on the Protocols on Rules of Origin annexed to the
EMAAs. Several issues are still pending in this regard. First of all, there are already some problems in the
implementation of the current system as it is perceived as being very complex to implement, entails

79 Shallow vs. Deep Integration in the Southern Mediterranean: Scenarios for the region up to 2030 Author(s): Ahmed Farouk
Ghoneim, Nicolas Péridy, Javier Lopez Gonzalez , Maximiliano Mendez Parra In: Trade Developments, MEDPRO Technical
Papers, 30 March 2012 http://www.ceps.eu/book/shallow-vs-deep-integration-southern-mediterranean-scenarios-region-
2030
80 See Henry Marty–Gauguié, Le fait urbain : enjeu majeur de la transition démocratique en Méditerranée, études
européennes, 22 December 2011, pp. 8−10 http://www.etudes-europeennes.eu/images/stories/LUpM/MARTY-
GAUQUIE_le_fait_urbain_FINAL.pdf

http://www.ceps.eu/author/ahmed-farouk-ghoneim
http://www.ceps.eu/author/ahmed-farouk-ghoneim
http://www.ceps.eu/author/nicolas-p%C3%A9ridy
http://www.ceps.eu/author/javier-lopez-gonzalez
http://www.ceps.eu/author/maximiliano-mendez-parra
http://www.ceps.eu/category/research-area/trade-developments
http://www.ceps.eu/category/book-series/medpro-technical-papers
http://www.ceps.eu/category/book-series/medpro-technical-papers
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non-negligible administrative costs and sometimes results in competition instead of complementarity
among the partners. Thus the current system “has not been fully utilized”81. One of the key issues is the
full compatibility between this ‘paneuromed’ system and those of the other regional integration
processes such as the GAFTA and Agadir initiatives. Another horizontal aspect, mentioned in the 2013
Joint Communication is that: “future inclusion of the Eastern DCFTA partners in the pan-Euro-
Mediterranean system of diagonal cumulation of rules of origin will strengthen their economic
integration with the EU and give them an additional incentive for establishing free trade areas with
other ENP partners.”82

5.3 SPS and other regulatory issues

SPS and other regulatory issues are of fundamental importance in the current phase of the deepening
of the integration, but might generate important costs on the side of the MPCs. Sustainable
development including labour and environmental standards are also of particular importance. ILO
conventions are for instance already taken into consideration within the framework of the ENP Action
Plans, and environmental standards are of particular importance in the agricultural sector that should
feature in the DCFTAs.83

The April 2013 “Joint Proposal for a Council Decision with regard to the adoption of a recommendation
on the implementation of the EU-Morocco Action Plan implementing the advanced status (2013-
2017)”84 includes a specific point (6.4) on “Sanitary and phytosanitary issues”. This joint proposal thus
give a clear illustration of the type of measures that will be adopted by the four MPCs, which include
efforts to:

i) “Improve animal and plant health, ensure food and animal feed safety and facilitate EU-Morocco
trade”85;

ii) “Encourage agri-food industries, including the fishing industry, to adopt hygiene and safety standards
in accordance with Law No 28/07”;

iii) “Cooperate in the field of pesticide registration, control of residues and contaminants in food and
feed and measures against to protect against the introduction of organisms harmful to plants or plant
products”;

iv) “Cooperate with the National Office for Food Safety (ONSSA) in order to:

81 See Luc De Wulf and Maryla Maliszewska (eds.), Economic Integration in the Euro-Mediterranean Region, Final Report,
Center for Social and Economic, Research and Center for European Policy Studies, September 2009. Point 14, p. 33 and p. 90,
http://trade.ec.europa.eu/doclib/docs/2009/october/tradoc_145214.pdf
82 Joint Communication of the Commission and High Reresentative, European Neighbourhood Policy: Working towards a
Stronger Partnership, JOIN(2013) 4 final, 20 March 2013, point 35.
83 On environmental standards see: European Parliament Resolution of 16 February 2012 on the Agreement between the EU
and Morocco concerning reciprocal liberalisation measures on agricultural products and fishery products (2012/2522(RSP)
P7_TA-PROV(2012)0055.
84 Joint Proposal for a Council decision on the Union position within the Association Council set up by the Euro-
Mediterranean Agreement establishing an association between the European Communities and their Member States, of the
one part, and the Kingdom of Morocco, of the other part, with regard to the adoption of a recommendation on the
implementation of the EU-Morocco Action Plan implementing the advanced status (2013-2017), JOIN(2013)6, Brussels, 17
April 2013, http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=JOIN:2013:0006:FIN:EN:PDF
85 This includes: “Continue implementation of the WTO Agreement on the application of Sanitary and Phytosanitary (SPS)
Measures and the international standards of the World Organisation for Animal Health (OIE), the International Plant
Protection Convention (IPPC) and the Codex Alimentarius” and “Upgrade rules on animal and plant health, food safety,
animal feed and animal welfare in order to align them on EU rules and levels of protection, including rules on hygiene,
identification and traceability, live animals, food products, animal feed, fishery products, etc.”
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– improve the prevention and eradication of contagious animal diseases;

– implement the new food safety rules (Law No. 28/07);

– ensure inspection posts at borders are in compliance;

– upgrade laboratories in order to obtain their accreditation”;

v) “Continue cooperation with the ONSSA to implement, in particular, a regionalised animal-health
system to facilitate Morocco's exports under the EU-Morocco free trade agreement in goods”;

vi) “Continue cooperation on health alerts and the Rapid Alert System (RASFF) in accordance with EU
procedures”;

vii) “Continued Moroccan participation in the Trade Control and Expert System (TRACES)”;

viii) “Cooperation with the ONSSA with the aim of setting up a system of licensing agri-food
establishments (food of animal origin)”;86

Other regulatory issues of major importance are located in the field of the facilitation of Market access
for industrial products (point 6.3). For Morocco, two main sectors have been identified namely:

i) ‘free circulation of industrial products’ (EU harmonised areas); and

ii) ‘elimination of restrictions’ (EU non-harmonised areas).

For the ‘free circulation of industrial products (EU harmonised areas)’ the objective is clearly to facilitate
market access for industrial products and “bring Moroccan legislation on industrial products further into
line with international and European rules and practices”. This includes notably:

- to “continue alignment of legislation on standards, technical regulations and conformity assessment
with a view to gradual harmonisation with the European legal framework horizontally and in priority
sectors”;

- to “strengthen the institutions responsible for standardisation (IMANOR), accreditation (COMAC), and
conformity assessment, metrology and market surveillance”87;

- to “negotiate an agreement on conformity assessment and the acceptance of industrial products
(ACAA) in sectors of common interest where the legislation and standards are the same as in the
European Union”;

For the ‘elimination of restrictions (EU non-harmonised areas)’ the objective is to “facilitate the
movement of goods and improve administrative cooperation”. Among the main measures identified for
Morocco are:

86 “This system must:  (a) protect consumer health in Morocco; (b) serve as a tool to increase transparency, predictability, and
confidence in the controls and so facilitate trade; (c) (be based on an assessment of the effectiveness of exporting countries'
official inspection and certification systems (rather than specific products or establishments), in accordance with the
principles and guidelines set out in international standards, in particular Codex Alimentarius Standard CAC/GL 26-1997; (d)
ensure that the ONSSA's resources are used efficiently and effectively. Convergence: To achieve these objectives, Morocco
will set priorities and adopt the necessary laws and regulations (e.g. regulations implementing Law No 28/07 on food safety
and draft laws drawn up and validated within the EU funded twinning project 2007-2009. With EU support, Morocco will
take into account the relevant EU legislation for regulatory convergence in the veterinary and phytosanitary fields”.
87 “Including exchanges of information and expertise and their integration into European and international structures and
organisations, including membership in the European Cooperation for Accreditation (EA)”.
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- the strengthening of the “central contact point and the information point established under the
Agreement on Technical Barriers to Trade in order to facilitate the transmission of information and
cooperation between the EU and Morocco and between traders”;

- the screening of the Moroccan legislation “on the composition, labelling, manufacture and description
of products to bring it into line with the existing EU general rules”; and

- the identification and examination of NTBs and the promotion of “their elimination through the
Euromed trade facilitation mechanism”.

For agriculture and fisheries (point 6.5) it is not possible to mention here all points referred to in the
joint proposal, but we will refer to the main ones. For agriculture, the objective is the “modernisation
and capacity-building in agriculture with a view to trade liberalisation, in accordance with the
perspectives of the Green Morocco Plan (Plan Maroc Vert - PMV)”. One of the ideas is to develop
'solidarity agriculture', “in particular small-scale agriculture in fragile, difficult regions”. A number of
“priority actions are proposed to strengthen the partnership programmes” such as: the “development
of Mediterranean arboriculture in mountainous areas to help reduce poverty” and of “traditional local
products, targeting products of interest to both parties”. Of course issues like ‘mechanisation’,
‘marketing’, ‘technological innovation’, or “research to improve productivity and quality” have been
taken into consideration88. Other issues of major importance include the promotion of “partnerships
between Moroccan and European professional organisations of agricultural producers”; negotiations
regarding “bilateral agreement to protect geographical indications”; the alignment of legislation on
“non-sanitary conformity standards and codes of good practice for agricultural and fishery products” or
“build capacity in legal matters and in agricultural policy making: presentation of internal and external
EU regulations, including the various mechanisms of the common agricultural market organisations and
the CAP.” These examples are sufficiently illustrative of the technical issues at stake and of the
complexity of the regulatory convergence process to be implemented. Therefore, the ENPARD
programme, that is a policy initiative devoted to agriculture launched in May 2012 “which recognises
the potential importance of agriculture in terms of food security, sustainable production and rural
employment”89 is of particular relevance. Other “pilot rural development projects” are also envisaged in
the case of Morocco. Obviously there is also a need to “upgrade skills of professionals dealing with non-
sanitary conformity regulation and standards”.

88 Other proposals include: “– development of high quality products, including organic products; – cooperation on
geographical indications; – conservation of natural resources and biodiversity.”
89 European Commission – Press Release, New Commission approach on agriculture in Neighbourhood launched, Brussels,
31 May 2012, http://ec.europa.eu/europeaid/news/documents/enpard_with_fule_quote_en.pdf
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6. THE ROLE OF OTHER PLAYERS IN THE RECOVERY OF MPCS: GULF
COUNTRIES, CHINA AND TURKEY

The regional context is of major importance in particular recent developments in the framework of the
EU- League of Arab States (LAS).90 On the one hand, a relaunch of the Euro-Arab dialogue can help the
regional economic integration process, especially bearing in mind the planned EU–GCC FTA and, of
course, energy. On the other hand, the regional political developments (such as the Israeli-Palestinian
conflict) can be disruptive. In any case, the GCC is a partner to be seriously taken into consideration by
the EU in this framework.

The importance of the Chinese and Gulf Countries FDI in the four MPCs is of crucial importance given
the limited financial resources available on the EU side and the current economic crisis. The political
crisis in Egypt and Tunisia will also considerably affect the FDI in the tourism sectors (representing, in
2011, 11% of the GDP in Egypt91). A balance and diversification of sources of investment is also of
strategic importance for those countries at a crossroads in development.

The current situation in Turkey and Egypt justifies some reflection on the so-called ‘Turkish Model’ that
was sometimes used as a reference for some governments in the region like Tunisia and - before the
end of June 2013-by Egypt. One can see nowadays how social contracts can be brought into question
by massive demonstrations. This also necessitates greater precision on the socio-economic aspects of
the future Neighbourhood Economic Community. Deep economic integration implies an important
legislative alignment that affects numerous social, environmental, and legal issues and thus the
societies as a whole. Dialogue with civil society should therefore be considered as a pre-condition for
launching negotiations on deeper economic integration. Turkey being in a customs union with the EU
and having the experience of the pre-accession process, has much experience to offer and share with
the MPCs on bilateral FTA negotiations and know-how transfer.

90 See Cairo Declaration: “Second European Union-League of Arab States Foreign Affairs Ministerial Meeting Cairo, Arab
Republic of Egypt, 13 November 2012,
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/EN/foraff/133465.pdf, especially point 4 referring to the
Ministers’ call “on the European Parliament and the Arab Parliament to strengthen communication between them”. See also
the Remarks by High Representative Catherine Ashton following the European Union-League of Arab States Ministerial
Meeting, Cairo, 13 November 2012, A 511/12,
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/EN/foraff/133469.pdf
91 See World Tourism Organization UNWTO, Tourism key to the economic recovery of Egypt, Press Release n° PR11045, Cairo,
Madrid, 31 May 2011, http://media.unwto.org/en/press-release/2011-05-31/tourism-key-economic-recovery-egypt
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7. SOUTH-SOUTH TRADE: POTENTIAL BENEFITS AND OBSTACLES

The intra-regional trade issue is still one of major pre-occupation. Despite all political declarations the
sub-regional economic integration is insufficient. All studies agree on this point and the cost of Non-
Maghreb integration has been put forward a number of times.92

According to the joint communication on the revision of the ENP: “Regional economic integration is
important to boost trade between partners and develop wider economic networks. In the longer term,
such a community would be based on a common regulatory framework and improved market access
for goods and services among ENP partners and the EU”.93 The benefits are clear but the problem lies in
the fact that the multilateral framework of Euro-Mediterranean relationships has gone through difficult
times and this has affected for instance the organisation of the sectoral ministerial meetings that are
crucial for developing new initiatives including those in trade and socio-economic questions.

The same communication emphasised that “the Union for the Mediterranean (UfM) which
complements the bilateral relations between EU and partners should enhance its potential to organise
effective and result-oriented regional cooperation. It further ensures the inclusive character of regional
cooperation in the Mediterranean by including actors such as Turkey and the Western Balkan
countries”. Moreover “revitalising the UfM requires a switch to a more pragmatic and project-based
approach. The UfM Secretariat must operate as a catalyst to bring states, the EIB, International Financial
Institutions and the private sector together around concrete economic projects of strategic importance
and generating jobs, innovation and growth throughout the region”. At a methodological level it is
stressed that “partner countries' participation in these projects could follow the principle of variable
geometry depending on their needs and interests”. One should also recall that among projects
identified at the 2008 Paris Summit, the “Mediterranean Business Development Initiative” is of specific
relevance for trade. The communication also states that “sub-regional cooperation in the Maghreb
could be advanced, for example through supporting greater physical interconnection. The EU will put
forward specific proposals in the near future, including on ways to support the possible opening of
borders in the region”94.

The major obstacle for the intra-Maghreb integration is clearly the absence of progress on the issue of
the Western Sahara. The publication of a joint communication of the European Commission and the
High Representative on ‘Supporting closer cooperation and regional integration in the Maghreb’95 is
another example of the willingness of the EU to support the process but, without political will of all
actors included in this issue, it is doubtful that things will change. Thus the Agadir process remains, for
the time being, at the heart of the EU strategy regarding the sub-regional dimension of the DCFTAs.

92 See for example Mohammed Hedi Bchir, Hakim Ben Hammouda, Nassim Oulmane and Mustapha Sadni Jallab, The Cost of
non-Maghreb:Achieving the Gains from Economic Integration, UN Economic Commission for Africa, African Trade Policy
Centre, Work in progress n° 44, November 2006, http://repository.uneca.org/bitstream/handle/10855/13241/Bib-
54489.pdf?sequence=1
93 COM(2011) 303 final, op. cit., p. 9.
94 Ibid., p. 18.
95 Joint Communication of the European Commission and the High Representative on ‘Supporting closer cooperation and
regional integration in the Maghreb: Algeria, Libya, Mauritania, Morocco and Tunisia’, JOIN(2012) 36 final, Brussels, 17
December 2012.
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8. CONCLUSIONS AND RECOMMENDATIONS

By way of general conclusion one should stress the importance of the current global context regarding
Regional Trade Agreements (RTAs), including for example the potential impact of the proposed EU-USA
Transatlantic Trade and Investment Partnership (TTIP) on MPCs, the one with India and many others
currently being negotiated. There is thus a clear need to put the Euro-Mediterranean integration
process into the current global context of the numerous FTAs concluded or to be concluded by the EU.

The regional context should of course also be considered. Not only the Southern but also the Eastern
dimension of EU’s neighbourhood, but also the neighbours of the EU’s neighbours (i.e. Africa, GCC &
Yemen, Central Asia, Iraq & Iran) need to be included if there is to be a consistent and compatible
approach to the various preferential trade agreements, such as for example on a technical level (rules of
origin).

The main conclusion is that the process of deepening economic integration will take time given the
technical complexity of the ‘behind the border issues’. Given the current situation in terms of trade
agreements and trade negotiations with the Mediterranean countries as a whole, and the increased
differentiation in the revised ENP mechanisms, there is a risk of an increasing gap emerging in the
Southern and Eastern Mediterranean between the more and the less advanced MPCs. This risk should
not be under-estimated as fragmentation is clearly a potential obstacle of major importance for the
creation of a future Neighbourhood Economic Community.

Recommendations

Three types of recommendations have been identified for the short, medium and long terms:

Short term recommendations

In the short term, is seems important to launch sectoral detailed impact assessments to fine-tune the
approach, especially regarding the most sensitive sectors and in particular those employing an
important share of the workforce of the MPCs.

It will be also indispensable to propose effective incentives and accompanying measures to support the
deepening of the integration process of the four MPCs identified for the first DCFTAs. This includes not
only financial incentives, but also a better access to EU programmes and agencies. Training, twinning
and technical facilities as provided for in the pre-accession strategies should be also promoted on a
large scale basis. A reflection on the need to develop structural funds and programmes similar to those
created for the EU Member States also seems necessary.

Finally, conditionality issues should be addressed in a comprehensive manner and in a consistent way.
One cannot draw a dividing line between economic and political criteria. This goes for the economic
and legal conditions for DCFTAs such as: the market economy, WTO membership, the conclusion of an
association agreement with the EU and the political conditions - the so called ‘Deep democracy
criteria’.96 Given the current political and social situation in the MPCs, it is also crucial to be as consistent
as possible in the implementation of these new criteria but, at the same time, the EU should be able to

96 “There is no set model or a ready-made recipe for political reform. While reforms take place differently from one country to
another, several elements are common to building deep and sustainable democracy and require a strong and lasting
commitment on the part of governments. They include: – free and fair elections; – freedom of association, expression and
assembly and a free press and media; – the rule of law administered by an independent judiciary and right to a fair trial; –

fighting against corruption; – security and law enforcement sector reform (including the police) and the establishment of
democratic control over armed and security forces. Reform based on these elements will not only strengthen democracy but
help to create the conditions for sustainable and inclusive economic growth, stimulating trade and investment. They are the
main benchmarks against which the EU will assess progress and adapt levels of support”. COM(2011) 303, op. cit, pp. 3-4.
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offer the prospect of a DCFTA to as many partners as possible, in order to progressively establish the
basis for the long-term objective of an NEC.

Medium term recommendations

In the medium term, a major reflection is required on the ‘legal rationalisation’ of the ENP association
agreements network for the sake of legal certainty and consistency (and in order to secure and promote
FDI). A specific table (II), annexed to this study, has been prepared to compare the structures of two
association agreements concluded with ENP countries: Morocco and Ukraine. Morocco concluded one
of the first EMAAs in 2000, whereas the association agreement initialled with Ukraine in 2013 is the first
of its kind in the neighbourhood and includes a DCFTA. There is no need to develop a long
argumentation here to understand the major differences between the two. The agreement with
Ukraine is much more developed and comprehensive and includes all technical issues (and many other)
discussed in the current study. The advantage of such an up-to-date agreement in line with the Lisbon
Treaty and EU legislative developments is obvious,97 compared to the situation of the MPCs described
above (which is a more fragmented approach based on the ‘update’ of the old EMAAs and the
conclusion of sectoral bilateral agreements etc.).

In the medium term, it will be important to reinforce the sense of ownership and also the democratic
legitimacy of a ‘deeper economic integration’ and a ‘closer political association’. This can only be
achieved, in our opinion, through the negotiation of a new generation of Euromed agreements.
Ratification processes will then bring such a democratic legitimacy.

The proliferation of sectoral agreements that complement the existing EMAAS is not viable in the
medium/long term as it will increase the complexity of the overall framework even given the existence
of EMAAs. This progressive move towards a more comprehensive approach is in line with article 8 of the
TEU and with the long-term objective to create a NEC98. Consistency of bilateral agreements with all ENP
neighbours (similar procedures, institutions etc.) will help also to foster horizontal integration and
should promote FDI.

Long term recommendations

In the long run, there are three recommendations that would need either more time to achieve or that
necessitate a sustained longer term effort.

First of all, the need to define more precisely the long-term vision is obvious. For instance is the
Neighbourhood Economic Community (NEC), proposed by the Commission in 2006 still the appropriate
‘economic model’ for the pan-Euro-Mediterranean integration? To what extend this model will be
based on the European Economic Area (EEA)? Such a debate should be initiated at academic level and
its main findings should then be brought to public spheres and notably parliamentary assemblies and
economic and social committees and similar institutions. The private sector and civil society in general,
should be associated with such an open and inclusive debate. In other words, ownership should be at
the heart of the reflection from the beginning and maintained throughout the process.

97 See also the quick guide to the EU Ukraine association agreement prepared by the EEAS:
http://eeas.europa.eu/images/top_stories/140912_eu-ukraine-associatin-agreement-quick_guide.pdf
98 The concept of bilateral DCFTAs is “fully consistent with a longer-term vision of an economic community emerging
between the EU and its ENP partners. Elements of this are already being developed around the Mediterranean through the
Agadir Agreement. In the longer-term, working towards a broader Neighbourhood economic community would include
such points as the application of shared regulatory frameworks and improved market access for goods and services among
ENP partners, and some appropriate institutional arrangement such as dispute settlement mechanisms ». COM(2006), op. cit,
p. 5.

http://eeas.europa.eu/images/top_stories/140912_eu-ukraine-associatin-agreement-quick_guide.pdf
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Second, in terms of economic governance, one should keep in mind that deeper economic integration
means deeper transfer of competences and sovereignty from the MPCs to the EU (notably through the
alignment on the acquis and regulatory convergence). This should be balanced with ‘deeper political
association’. The only way to achieve this will be to give MPCs a ‘stake in the EUs decision shaping’. An
in-depth reflection is thus also needed on this complex topic and here the experiences of EU-Turkey
Customs union and the EEA are of particular relevance.

Third, the use of the pre-accession methodology, in the framework of the ENP, is also to be taken into
consideration especially after its revision. As the revision of the ENP is centred on increased
differentiation and conditionality this could, in the long run, lead to the creation of dividing lines within
the ENP. Also DCFTAs will impact third countries - essentially because of trade diversion - including
other MPCs. It is therefore crucial to take this situation into consideration and develop more monitoring
capabilities to identify as quickly as possible economic and trade evolutions in the area. Some initiatives
have been launched in this regard by the European Commission but what is key is that they become
fully effective as soon as possible.

The challenge is clear: to manage an increasingly complex trade and regulatory framework and define,
at the same time, a clear pan-Euro-Mediterranean regional economic integration strategy based on
shared interests and values.
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Annexes 

 

Table I Trade Agreements and Trade Negotiations with the Mediterranean Partner Countries 

Country Status Date 
signed 

Entry into 
Force 

Other Agreements On going Negotiations

Algeria Association 
agreement -  

OJ L 265 

April 
2002  

Sept.  2005  

Following an Algerian request it was agreed 
to reschedule the dismantling agenda. 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 
not yet signed by Algeria 

In process of accession to the WTO 

 

No additional negotiations on agricultural, 
processed agricultural and fisheries products, 
liberalisation of trade in services and establishment 
of DSM protocol. 

 

Report de l’échéance de la mise en œuvre de la 
zone de libre-échange UE-Algérie à 2020, et non 
2017  

Egypt 

 

Association 
agreement-  

OJ L 304 

 

 

ENP Action 
Plan 

June 
2001  

June 2004  

 

The trade 
provisions 
entered 
into force 
provisionall
y on 1  

January 
2004  

Agreement concerning reciprocal 
liberalisation measures on agricultural 
products, processed agricultural products 
and fish and fishery products – signed 28 
October 2009 

 JO L 106 – 28 April 2010 

entered into force on 1 June 2010 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 

Bilateral negotiations on the liberalisation of trade 
in services and establishment are under way but 
limited progress has been made. 

 

On the 14th of December 2011 the Council 
adopted negotiating directives for Deep and 
Comprehensive Free Trade Areas (DCFTAs) with 
Egypt. The first exploratory discussions with Egypt 
took place on 12-13 November 2012 
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(not yet signed by Egypt) 

 

A Dispute settlement Mechanism protocol 
signed 11 November 2010. 

Not yet entered into force 

Signatory of the Agadir Agreement 

Israel Association 
agreement- 

OJ L 147 

 

 

 

ENP Action 
Plan 

 

Nov. 
1995  

June 2000  Agreement in the form of an Exchange of 
Letters between the European Community 
and the State of Israel concerning reciprocal 
liberalisation measures on agricultural 
products, processed agricultural products 
and fish and fishery products – signed 
04/11/2009, entered into force 01/01/2010 

 

 

Protocol to the Euro-Mediterranean 
Agreement establishing an association 
between the European Communities and 
their Member States, of the one part, and the 
State of Israel, of the other part, on 
Conformity Assessment and Acceptance of 
Industrial Products (CAA) in the 
pharmaceutical sector– signed 6/05/2010, 
entered into force 19/01/2013 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 

Bilateral negotiations on the liberalisation of trade 
in services and establishment and on DSM are 
under way but limited progress has been made. 
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(not yet signed by Israel) 

Jordan Association 
agreement  

OJ L 129/02 

 

Action Plan 

 

 

Nov. 
1997  

May 2002  Agreement on further liberalisation of trade 
in agriculture ( Agreement in the form of an 
Exchange of Letters between the European 
Community and the Hashemite Kingdom of 
Jordan amending the EC-Jordan Association 
Agreement) entered into force 26/09/2007 

 

DSM protocol initialled in December 2009 
and is in force since July 2011. 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 
(not yet signed by Jordan) 

Aviation agreement 15 December 2010 

 

Signatory of the Agadir Agreement 

Liberalisation of trade in services and 
establishment, negotiations will be negotiated as 
part of the DCFTA. 

 

 

Preparations for ACAA negotiations with Jordan 
seem to be progressing well. (Jordan had chosen 
electrical products, toys and gas appliances as 
priority sectors) 

 

A scoping exercise for the DCFTA with Jordan has 
been 

launched in March 2012, preparatory work is in 
progress. 

Lebanon Association 
agreement - 

OJ L 143/06 

June 
2002  

April 2006  DSM protocol signed in November 2010 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 
(not yet signed by Lebanon) 

No negotiations on-going on liberalisation of trade 
in services and establishment or on further 
liberalisation of trade in agriculture 

Morocco Association 
agreement  
OJ L 70/00 

Feb 
1996  

March 2000 Agreement concerning reciprocal 
liberalisation measures on agricultural 
products, processed agricultural products, 
fish and fishery products signed 13 
December 2010 – entry into force 1 October 

Bilateral negotiations on the liberalisation of trade 
in services and establishment are on-going. 

 

After the finalisation of the scoping exercise for the 
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2012 

 

DSM protocol signed in December 2010, in 
force since November 2012. 

On 14th December 2011, the Council 
adopted negotiating directives for Deep and 
Comprehensive Free Trade Areas 

(DCFTAs) with Egypt, Jordan, Morocco and 
Tunisia 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 
(not yet signed by Morocco) 

 

Aviation agreement between EU and 
Morocco(12 December 2007) 

 

Signatory of the Agadir Agreement 

DCFTA with Morocco, the DCFTA negotiations 
were launched by President Barroso on 1 March 
2013 in Rabat. 

The first round of negotiations took place the week 
of 22 April 2013 in Rabat. 

Occupied 
Palestinian 
Territory  

 Euro-
Mediterrane
an Interim 
Association 
Agreement 
on trade and 
cooperation-  

OJ L 187/97 

 

Feb 
1997  

July 1997  A duty-free quota-free agreement for 
agriculture, PAPs and fish products entered 
into force in January 2012. 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 
(not yet signed) 

No negotiations on-going on liberalisation of trade 
in services and establishment or on DSM under 
way. 
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Syria Association 
agreement -
Initialled 
(December 
2008) 

  Negotiations concluded in 2004, signature 
on hold for political reasons.  

Following technical adaptation initialled in 
December 2008. Adopted by the Council on 
27 October 2009. Signature has been put on 
hold by the EU 

Following the violent internal repression in Syria, 
the EU has adopted since May 2011 a number of 
restrictive measures towards Syria and partially 
suspended the application of the Cooperation 
Agreement between the EU and Syria. In April 2013 
the Council eased certain sanctions against Syria so 
as to help the civilian population and support the 
opposition. . 

Tunisia Association 
agreement -  

OJ L 97/98 

July 
1995  

March 1998 Agreement on DSM signed in December 
2009 and into 

force since September 2011 

 

Regional Convention on pan-Euro-
Mediterranean preferential rules of origin 
(not yet signed) 

 

 Signatory of the Agadir Agreement 

Bilateral negotiations on the liberalisation of trade 
in services and establishment will be integrated as 
part of the DCFTA. For bilateral negotiations on 
agriculture, the issue of the integration or not in 
the DCFTA negotiation remains open. 

 

A scoping exercise for the DCFTA with Tunisia is 
on-going. 

 

Les négociations dans le domaine agricole, quant à 
elles, n'ont pas encore repris depuis leur 
suspension en 2010. Le Chef du Gouvernement 
Jebali a réitéré, lors de ses visites, un engagement 
politique de reprendre et clôturer ces négociations 
rapidement. 

 

La Tunisie a choisi de négocier l’ACAA dans deux 
secteurs prioritaires: produits électriques et 
matériaux de construction. Les secteurs «machines, 
équipement à pression et instruments de mesure» 
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seront ajoutés à l’accord dans un deuxième temps 

 

Dans le domaine des transports, les négociations 
avec l’UE de l'accord aérien euroméditerranéen 
(«ciel ouvert») ont été formellement lancées en 
novembre.  

Turkey Customs 
Union, Jan. 
1996  

Custom
s Union  

Dec. 1995    

Source: DG Trade, Overview on on-going negotiations, June 2013, http://trade.ec.europa.eu/doclib/docs/2006/december/tradoc_118238.pdf and 
Eurlex database. 
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Table II Comparison of the Structures of the Association Agreements with Ukraine (2013) and Morocco (2000) 

Proposal for a Council decision on the Conclusion of the Association 
Agreement between the European Union and its Member States, of the one 
part, and Ukraine, of the other part, COM(2013)290 final, 15. May 2013. 

Euro-Mediterranean Agreement  
establishing an association between the European Communities and their 
Member States, of the one part, and the Kingdom of Morocco, of the other 
part, OJ L 70 , 18 March 2000 

Article 1    : Objectives 

 

TITLE I    : GENERAL PRINCIPLES 

Article 2 and 3 

TITLE II    : POLITICAL DIALOGUE AND REFORM, POLITICAL ASSOCIATION, 
COOPERATION AND CONVERGENCE IN THE FIELD OF FOREIGN AND SECURITY 
POLICY 

Article 4    : Aims of political dialogue 

Article 5    : Fora for the conduct of political dialogue 

Article 6    : Dialogue and cooperation on domestic reform 

Article 7    : Foreign and security policy 

Article 8    : International Criminal Court 

Article 9    : Regional stability 

Article 10    : Conflict prevention, crisis management and military-
technological cooperation 

Article 11    : Non-proliferation of weapons of mass destruction 

Article 12    : Disarmament, arms controls, arms export control and fight 
against illicit trafficking of arms 

Article 13    : Combating terrorism 

Article 1    : aims 

Article 2    : essential element  

 

TITLE I    : POLITICAL DIALOGUE 

Article 3 to 5 

 

TITLE II    : FREE MOVEMENT OF GOODS 

Article 6 

CHAPTER I    :INDUSTRIAL PRODUCTS 

Article 7 to 14  

CHAPTER II   : AGRICULTURAL AND FISHERY PRODUCTS  

Article 15 to 18  

CHAPTER III   : COMMON PROVISIONS  

Article 19 to 30   

TITLE III   : RIGHT OF ESTABLISHMENT AND SERVICES  

Article 31 to 32  

TITLE IV   : PAYMENTS, CAPITAL, COMPETITION AND OTHER ECONOMIC 
PROVISIONS  
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TITLE III    : JUSTICE, FREEDOM AND SECURITY 

Article 14    : Rule of law and respect for human rights and fundamental 
freedoms 

Article 15    : Protection of personal data 

Article 16    : Cooperation on migration, asylum and border management 

Article 17    : Treatment of workers 

Article 18    : Mobility of workers 

Article 19    : Movement of persons 

Article 20    : Money laundering and terrorism financing 

Article 21    : Cooperation on the fight against illicit drugs, and on precursors 
and psychotropic substances 

Article 22    : Fight against crime and corruption 

Article 23    : Cooperation in fighting terrorism 

Article 24    : Legal cooperation 

 

TITLE IV    : TRADE AND TRADE-RELATED MATTERS 

 

CHAPTER 1    : National Treatment and Market Access for Goods 

Section 1    : Common Provisions 

Article 25 to 26 

Section 2    : Elimination of Customs Duties, Fees and Other Charges 

Article 27 to 33 

 

CHAPTER I   : CURRENT PAYMENTS AND MOVEMENT OF CAPITAL  

Article 33 to 35 

CHAPTER II   : COMPETITION AND OTHER ECONOMIC PROVISIONS 

Article 36 to 41 

TITLE V   : ECONOMIC COOPERATION 

Article 42   : Objectives 

Article 43   : Scope 

Article 44   : Methods 

Article 45   : Regional cooperation 

Article 46   : Education and training 

Article 47   : Scientific, technical and technological cooperation 

Article 48   : Environment 

Article 49   : Industrial cooperation 

Article 50   : Promotion and protection of investment 

Article 51   : Cooperation in standardisation and conformity assessment 

Article 52   : Approximation of legislation 

Article 53   : Financial services 

Article 54   : Agriculture and fisheries 

Article 55   : Transport 

Article 56   : Telecommunications and information technology 

Article 57   : Energy 
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Section 3    : Non-Tariff Measures 

Article 34 to 36     

Section 5    : Administrative Cooperation and Coordination with Other 
Countries 

Article 37     to 39     

 

CHAPTER 2    : Trade Remedies 

Section 1    : Global Safeguard Measures 

Article 40    to 43 

Section 2    : Safeguard Measures on Passenger Cars 

Article 44    to 45    :  

Section 3 

Article 45 bis    : Non-cumulation 

Section 4    : Anti-dumping and Countervailing Measures 

Article 46 to 50     

Section 5 

Article 50 bis    : Consultations 

Section 6    : Institutional Provisions 

Article 51    : Dialogue on trade remedies 

Section 7    : Provisions on Dispute Settlement 

Article 52 

 

Article 58   : Tourism 

Article 59   : Cooperation in customs matters 

Article 60   : Cooperation in statistics 

Article 61   : Money laundering 

Article 62   : Combating drug use and trafficking 

Article 63 

 

TITLE VI   : COOPERATION IN SOCIAL AND CULTURAL MATTERS 

CHAPTER I   : WORKERS 

Article 64 to 68 

CHAPTER II   : DIALOGUE IN SOCIAL MATTERS 

Article 69 to 70 

CHAPTER III   : COOPERATION IN THE SOCIAL FIELD 

Article 71 to 73 

CHAPTER IV   : COOPERATION ON CULTURAL MATTERS 

Article 74 

TITLE VII   : FINANCIAL COOPERATION 

Article 75 to 77 

TITLE VIII   : INSTITUTIONAL, GENERAL AND FINAL PROVISIONS 

Article 78 to 90 
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CHAPTER 3    : Technical Barriers to Trade 

Article 53    : Scope and definitions 

Article 54    : Affirmation of the TBT Agreement 

Article 55    : Technical cooperation 

Article 56    : Approximation of technical regulations, standards, and 
conformity assessment 

Article 57    : Agreement on Conformity Assessment and Acceptance of 
Industrial Products  

Article 58    : Marking and labelling  

 

CHAPTER 4    : SANITARY AND PHYTOSANITARY MEASURES 

Article 59    : Objective 

Article 60    : Multilateral obligations 

Article 61    : Scope 

Article 62    : Definitions 

Article 63    : Competent authorities 

Article 64    : Regulatory approximation 

Article 65    : Recognition for trade purposes of animal health and pest status 
and regional conditions 

Article 66    : Determination of equivalence 

Article 67    : Transparency and exchange of information 

Article 68    : Notification, consultation and facilitation of communication 

Article 69    : Trade conditions 

 

 

List of Annexes and Protocols 
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Article 70    : Certification procedure 

Article 71    : Verification 

Article 72    : Import checks and inspection fees 

Article 73    : Safeguard measures 

Article 74    : Sanitary and Phytosanitary Management (SPS) Sub-Committee 

 

CHAPTER 5    : CUSTOMS AND TRADE FACILITATION 

Article 75    : Objectives 

Article 76    : Legislation and procedures 

Article 77    : Relations with the business community 

Article 78    : Fees and charges 

Article 79    : Customs valuation 

Article 80    : Customs cooperation 

Article 81    : Mutual administrative assistance in customs matters 

Article 82    : Technical assistance and capacity building 

Article 83    : Customs Sub-Committee 

Article 84    : Approximation of customs legislation 

 

CHAPTER 6    : ESTABLISHMENT, TRADE IN SERVICES AND ELECTRONIC 
COMMERCE 

Section 1    : General Provisions  

Article 85     to 86 

 

 

 

 

 

 

 

 



The Euromed Region after the Arab Spring and the new generation of DCFTAs 

 75

Section 2    : Establishment 

Article 87 to 91 

Section 3    : Cross-Border Supply of Services  

Article 92 to 96     

Section 4    : Temporary Presence of Natural Persons for Business Purposes  

Article 97     to 102 

Section 5    : Regulatory Framework 

Sub-Section 1    : Domestic Regulation 

Article 103 to 105     

Sub-section 2    : Provisions of General Application  

Article 106     to 107     

Sub-section 3    : Computer Services  

Article 108    : Understanding on computer services 

Sub-section 4    : Postal and Courier Services 

Article 109     to 114     

Sub-section 5    : Electronic communications 

Article 115    to 124     

Sub-section 6    : Financial Services  

Article 125     to 133     

Sub-section 7    : Transport Services  

Article 134    to 138     

Section 6    : Electronic Commerce  
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Article 139    to 140 

Section 7    : Exceptions 

Article 141    to143     

 

CHAPTER 7    : Current Payments and Movement of Capital  

Article 144    : Current payments 

Article 145    : Capital movements 

Article 146    : Safeguard measures 

Article 147    : Facilitation and further liberalization provisions 

 

CHAPTER 8    : PUBLIC Procurement 

Article 148    : Objectives 

Article 149    : Scope 

Article 150    : Institutional background 

Article 151    : Basic standards regulating the award of contracts 

Article 152    : Planning of legislative approximation 

Article 153    : Legislative approximation 

Article 154    : Market access 

Article 155    : Information 

Article 156    : Cooperation 

 

CHAPTER 9    : INTELLECTUAL PROPERTY  
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Section 1    : General Provisions 

Article 157    to 160     

Section 2    : Standards Concerning Intellectual Property Rights 

Sub-section 1    : Copyright and Related Rights 

Article 161    to 192     

Sub-section 2    : Trade-marks 

Article 193     to 211     

Sub-section 4    : Designs 

Article 212    to 218  

Sub-section 5    : Patents 

Article 219    to 223 

Sub-section 6    : Topographies of semiconductor products 

Article 224 to 227 

Sub-section 7    : Other Provisions 

Section 3    : Enforcement of Intellectual Property Rights 

Article 230 to 231 

Sub-section 1 

Civil Measures, Procedures and Remedies 

Article 232 to 249 

Sub-section 3    : Other Provisions 

 

CHAPTER 10    :Competition 
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Section 1    : Antitrust and Mergers 

Article 253 to 261 

Section 2    : State Aid 

Article 262 to 267 

 

CHAPTER 11    : Trade-Related Energy  

Article 268 to 280 

 

CHAPTER 12    : TRANSPARENCY  

Article 281 to 288 

 

CHAPTER 13    : Trade and Sustainable Development  

Article 289 to 302 

 

CHAPTER 14 

DISPUTE SETTLEMENT 

Article 303 to 305 

Section 1   : Arbitration Procedure  

Article 306 to 310 

Section 2   : Compliance  

Article 311 to 316 

Section 3   : Common Provisions 
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Article 317 to 322 

Section 4   :General Provisions 

Article 323 to 326 

CHAPTER 15   : MEDIATION MECHANISM 

Article 327 

Section 1   : Procedure under the Mediation Mechanism 

Article 328 to 331 

Section 2   : Implementation 

Article 332 

Section 3   : General Provisions 

Article 333 to 336 

 

TITLE V   : ECONOMIC AND SECTOR COOPERATION 

CHAPTER 1   :ENERGY COOPERATION, INCLUDING NUCLEAR ISSUES 

Article 337 to 342 

CHAPTER 2   : MACRO-ECONOMIC COOPERATION 

Article 343 to 345 

CHAPTER 3   : MANAGEMENT OF PUBLIC FINANCES: BUDGET POLICY, 
INTERNAL CONTROL AND EXTERNAL AUDIT 

Article 346 to 348 

CHAPTER 4   : TAXATION 

Article 349 to 354 
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CHAPTER 5   : STATISTICS 

Article 355 to 359 

CHAPTER 6   : ENVIRONMENT 

Article 360 to 366 

CHAPTER 7   : TRANSPORT 

Article 367 to 370 

CHAPTER 8   : SPACE 

Article 371 to 373 

CHAPTER 9   : COOPERATION IN SCIENCE AND TECHNOLOGY 

Article 374 to 377 

CHAPTER 10   : INDUSTRIAL AND ENTERPRISE POLICY 

Article 378 to 380 

CHAPTER 11   : MINING AND METALS 

Article 381 to 382 

CHAPTER 12   : FINANCIAL SERVICES 

Article 383 to 386 

CHAPTER 13   : COMPANY LAW, CORPORATE GOVERNANCE, ACCOUNTING 
AND AUDITING 

Article 387 to 388 

CHAPTER 14   : INFORMATION SOCIETY 

Article 389 to 395 

CHAPTER 15   : AUDIO-VISUAL POLICY 
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Article 396 to 398 

CHAPTER 16   : TOURISM 

Article 399 to 402 

CHAPTER 17   : AGRICULTURE AND RURAL DEVELOPMENT 

Article 403 to 406 

CHAPTER 18   : FISHERIES AND MARITIME POLICIES 

Section 1   : Fisheries policy  

Article 407 to 410 

Section 2   : Maritime policy 

Article 411 to 413 

CHAPTER 19   : DANUBE RIVER 

Article 414 

CHAPTER 20   : CONSUMER PROTECTION 

Article 415 to 418 

CHAPTER 21   : COOPERATION ON EMPLOYMENT, SOCIAL POLICY AND EQUAL 
OPPORTUNITIES 

Article 419 to 425 

CHAPTER 22   : PUBLIC HEALTH 

Article 426 to 429 

CHAPTER 23   : EDUCATION, TRAINING, AND YOUTH 

Article 430 to 436 

CHAPTER 24   : CULTURE 
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Article 437 to 440 

CHAPTER 25   : COOPERATION IN THE FIELD OF SPORT AND PHYSICAL 
ACTIVITY 

Article 441 to 442 

CHAPTER 26   : CIVIL SOCIETY COOPERATION 

Article 443 to 445 

CHAPTER 27   : CROSS-BORDER AND REGIONAL COOPERATION 

Article 446 to 449 

CHAPTER 28   : PARTICIPATION IN EUROPEAN UNION AGENCIES AND 
PROGRAMMES  

Article 450 to 452 

 

TITLE VI   : FINANCIAL COOPERATION, WITH ANTI-FRAUD PROVISIONS 

Article 453 to 459 

 

TITLE VII   : INSTITUTIONAL, GENERAL AND FINAL PROVISIONS 

CHAPTER 1 

Article 460 to 470 

CHAPTER 2   : GENERAL AND FINAL PROVISIONS 

Article 471 to 486 
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