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IMPACT OF EURO-MEDITERRANEAN AGREEMENTS (EMASs) ON
TRADE AND ECONOMIC CO-OPERATION AMONG IDB MEMBER
COUNTRIES

Dr. Lamine Doghfi

In spite of the remarkable pursuit and potential succeswuttilateralism, regionalism
remains an important option for the liberalisation of éraghich constitutes a major
policy issue facing almost all Islamic Development BarBB) member countries.
However, till now, trade barriers remain high in most efsthcountries. In this regard,
the European Union (EU) has been offering to establish frele tagreements or
association agreements with some IDB member countriesecialip in the
Mediterranean region. These agreements are expectedotidepran institutional
framework for enhancing the credibility of the economid trade reforms of these
countries.

While these new association agreements with the EU ang Ineigotiated, little
progress has been made among IDB Mediterranean countriggegrating their
economies and liberalising their trade. Preferentiatldr agreements among these
countries have not gone beyond the proposed free trade agreemignthe EU.
Actually, allowance has been made for the re-impositigorofection, through various
types of non-tariff measures, and for the use of continyetection.

The present study analyses the expected outcome of areptefe trade
liberalisation agreement with the EU by summarising rimently negotiated Euro-
Mediterranean Agreements (EMASs). In particular, itegsss the argument that these
agreements are supporting regional economic arrangements amocgrned IDB
member countries. In Section 2, a survey is madbeeofmajor characteristics of EMAs,
and detailed information is provided on the first EMA betweenBbeand Tunisia.
The economic implications of EMAs, including their expected fisnand costs and
their impact on trade and regional economic co-operatioong IDB member
countries in the region are analysed in Section 3. Finallpesconcluding remarks are
formulated in Section 4.

1. MAJOR CHARACTERISTICSOF EMASs
1.1. New EU Mediterranean Strategy

The IDB Mediterranean countries have traditionallyse political, social, and
economic relations with European countries. In 1298ew EU Mediterranean
strategy was adopted during the Barcelona Meefiigs strategy has the
following three major objectives:

1 IDB, Economic Policy & Strategic Planning Departrhe



172 Journal of Economic Cooperation Among Islamic Countries

i. Achieving political stability in the region andontaining political
tensions arising from immigration;
ii. Encouraging sustainable growth and reducingjadalisparities between
the EU and Mediterranean countries; and
iii. Promoting co-operation in various areas ofmoaon interest, such as the
protection of the environment.

1.2. Salient Features of EMAs

Before the introduction of EMAS, the economic relas between IDB
Mediterranean member countries and the EU werergedeby Co-operation
Agreements dating from the 1970s. These agreemestts not characterised
by reciprocity because they provided only duty-freecess for industrial
goods, and preferential access for agricultural roodities from
Mediterranean countries to EU markets. They werenptemented by
Financial Protocols, which determined the finaneissistance to be provided
by EU to each Mediterranean country over a fiveryeaiod.

The major aim of EMASs is, therefore, to introducerereciprocity in the
relations between the two parties by attaining fiiowing basic economic
objectives:

i. Creating a free-trade area between the EU dred Nlediterranean
countries over a period of 12-15 years;

ii. Increasing investment flows into the Mediterean countries and
providing performance-linked financial support froine EU;

iii. Encouraging the economic integration of theediterranean countries;
and

iv. Establishing institutional mechanisms for fgiodl and economic
dialogue.

However, it is to be noted that, although encourggithe economic
integration of the Mediterranean countries is coeitd as one of the basic
objectives of EMAs, the approach adopted by theifEbegotiating this kind
of agreements is different from the one used with@CC countries where the
ongoing negotiations on a free trade area condernvhole regional grouping
rather than each country taken separately. Thissgiready an idea about the
possible impact on trade and economic co-operasimong IDB member
countries in the region.
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The first EMA was negotiated with Tunisia and sigiie July 1995. An
agreement with Morocco followed in February 1996l atiscussions are
ongoing with Egypt, Jordan and Lebanon. Algeria 8yda are also potential
countries for negotiating such agreements. It sebatghere will be very little
differences between these various agreements. AA BA& the following six
major elements which will be briefly described lire ttase of Tunisia:

i. Political dialogue,
ii. Free movement of goods,
iii. Right of establishment and supply of services
iv. Payments, capital, competition and other eagnoprovisions (e.g.,
safeguards),
v. Economic, social and cultural co-operation, and
vi. Financial co-operation.

1.3. EMA with Tunisia
1.3.1. Aims of the Agreement

As stated above, the EMA with Tunisia is the faigreement negotiated with
the EU and signed in July 1995. It replaced theo@eration Agreement
between the two parties signed in April 1976. Thejanaims of EMA are

highlighted in Article 1 of the Agreement. They aefollows:

“... provide an appropriate framework for poliitdialogue between the
Parties, allowing the development of close relaidn all areas they

consider relevant to such dialogue;

establish the conditions for the gradual libesaliion of trade in goods,
services and capital;

promote trade and the expansion of harmoniousxecoc and social

relations between the Parties, notably through alijgle and co-

operation, so as to foster the development andpg@ity of Tunisia and

its people;

encourage integration of the Maghreb countriepbymoting trade and

co-operation between Tunisia and other countriethefregion;

promote economic, social, cultural and finanaatoperation.”

1.3.2. Palitical Dialogue

It is expected that a regular political dialogudl wontribute to the prosperity,
stability and security of the Mediterranean rediyn



174 Journal of Economic Cooperation Among Islamic Countries

i. Developing a better understanding and regularordination on
international issues of common interest;

ii. Consolidating security and stability in the 8drranean region and in
the Maghreb in particular; and
iii. Developing joint initiative&

As it will be stated later, this will neethter alia, to support co-operation
among the Maghreb countries. However, it is nottineed explicitly that a
regular political dialogue will be established la¢ tevel of the Arab Maghreb
Unior?.

1.3.3. Free Movement of Goods

One major element in EMA with Tunisia is the freevament of goods. The
necessary liberalisation will be achieved by Tumisince it is already

benefiting from duty-free access to EU marketsnfianufactured goods under
the 1976 Co-operation Agreement, and additionatdenods (1982 and 1988)

negotiated after the enlargement of the EU in 1881 1986. While quotas on
industrial products and quantitative restrictiomsimports are to be abolished
upon the entry into force of the agreement, exesmllowed by GATT rules,

Tunisian tariffs will be reduced to zero over aliweeyear period.

Table 1 and Annex 5 provide details about the &hsation commitments
on industrial products by Tunisia. The manufactyseatiucts are classified in
five groups, four of them are listed in annexeshi Association Agreement.
Almost 60 percent of 6-digit lines of products wile subject to immediate
liberalisation or a five-year transition period. éBe products are mainly
machinery or intermediate inputs and account fouad 34 percent of imports
from the EU in 1994. Only products like bread, paahd carpets listed in
Annex 6 of the agreement will be exempted fromfftagductions and
arrangements to be applied to such products witxsmined four years after
the entry into force of EMA. These products cormgponly to 0.8 percent of
6-digit tariff lines and 1 percent of imports frahe EU in 1994.

2 Article 3 of the Agreement.
3 While accepting other means for consolidatingtjpali dialogue, only the following levels are
clearly indicated in Article 5 of the Agreement:

- Ministerial level particularly within the Assotien Council,

- Senior officials representing Tunisia, and thomgresenting the Council Presidency and the
Commission, and

- Diplomatic channels.
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Table 1
Liberalisation Commitments on Industrial ProduggsTiinisia
Imports
Group of Products Type of liberalisation 6-Digit Lines Sharé
Number % %
Not listed in an Annex Immediate liberalisation 470 10.7 10
Annex 3 5-year transition 1810 41.7 24
Annex 4 12-year transition 1127 25.8 29
Annex 5 4-year exemption and then 944 215 36
8-year transition
Annex 6 Exemption 37 0.8 1
Total 4388 100 100

Note: 1. Share of imports from EU in 1994.
Source: Data from the World Bank, and Hoekman ajachkdv (1996).

Table 2 gives an idea about the tariff revenue ttied Tunisian
Government will lose. It is evident that the lossal be important because
import-weighted average tariffs at the moment & émtry into force of the
agreement were very high, more than 20 percent, ianpibrts from EU
provided around 60 percent of tariff revenue. Hosvewthe tariff revenue
derived from the imports of products subject to iedmate liberalisation or the
five-year transition period account only for aroub@ percent of total tariff
revenue in 1994. In other words, the impact ofliberalisation of consumer
goods which have the highest average tariffs vélbbserved later on.

Table 2
Share of Industrial Products in Total Tariff Revenu

Weighted Tariff Revenue

Group of Products Type of Liberalisation Average Tariff Sharé
Not listed in an Annex Immediate liberalisation 1. 3.6
Annex 3 5 year transition 26.7 125
Annex 4 12 year transition 30.4 9.2
Annex 5 4 year exem_p_tlon and ther 338 329

8 year transition
Annex 6 Exemption n.a. n.a.

Note: Share in total tariff revenue in 1994.
Source: Data from the World Bank, and Hoekman ajahkdv (1996).

In sum, the kind of gradual liberalisation adoptEths at : (1) Better
preparing domestic industries for greater compmetitby rapidly reducing
tariffs on machinery and intermediate inputs aras} tariffs on consumer
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goods, and (2) Giving more time for the Governmeninobilise alternative
tax bases. However, welfare losses may result &onmcrease of the effective
rate of protection during the first phase of theplementation, while more
pressures may be observed during the last phastmeoimplementation.
Accordingly there is a high risk for using exceptib measures and safeguard
actions in the future.

Exceptional measures may take the form of an iserea reintroduction
of customs duties. According to Article Ifhese measures may only concern
infant industries, or certain sectors undergoingtracturing or facing serious
difficulties, particularly where these difficultipsoduce social problems’But
these measures should fulfil the following mainditions:

- Limited duration not exceeding five years befdhe expiry of the
transitional period;

- Increase of customs duties on products origigaith the EU should not
exceed 25% ad valorem;

- An element of preference for products from EWigtl be maintained;
and

- Total value of imports of products from the Elbgect to these measures
should not exceed 15% of total imports from the EU.

In addition, measures can be taken on the basikeofollowing general
safeguard provision made in Article 25 of EMA:

“Where any product is being imported in such in@ed quantities and
under such conditions as to cause or threaten tsea
- serious injury to domestic producers of likedinectly competitive
products in the territory of one of the ContractiRgrties, or
- serious disturbances in any sector of the economdifficulties
which could bring about serious deterioration inetleconomic
situation of a region.”

The objective of EMA is also to gradually liberalirade in agricultural
and fishery products. However, compared to the stréhl sector, very few
decisions were taken, including expansion of tariffuotas and
reduction/elimination of tariffs for specific quastaln reality, these measures
will not change much existing preferential arrangats because they offer
very limited improvements in access for agricultuaad fishery products.
Negotiations to improve these existing arrangemaeiilisbe initiated after 1
January, 2000.
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1.3.4. Right of Establishment and Services

Although the scope of the Agreement was wideneatdeer the right of
establishment and the liberalisation of the prawisof services, no specific
recommendations were made for the time being. Bet parties to the
Agreements have reaffirmed their obligations un@&TS, especially the
obligation to grant reciprocal MFN treatment in #evice sectofs

1.3.5. Payments, Capital, Competition and Other Economic Provisions

As far as payments are concerned, restrictionsmafeld duration on current
transactions may be adopted in the case of sefalsnce of payments
difficulties. These restrictions should be in aclzorce with the conditions of
the GATT and the IME

Concerning capital, it was agreed that, from th&ryeimto force of the
Agreement, capital relating to direct investmemsTunisia can move freely
and its profit can be repatriated. However, monesattations are necessary to
achieve full liberalisation of capital movementsvizeen the EU and TunisSia

Provisions on competition deal as usual with messuhat may distort
trade, including official aid aiming at favouringrtain enterprises or products.
In this respect, state monopolies of a commerdiatacter should be adjusted.
Other economic provisions concern the adoption wfable and effective
protection of intellectual, industrial and commai@roperty rights; the use by
Tunisia of European technical rules and standavdinflustrial and agri-food
products and certification procedures; and theeagment of a reciprocal and
gradual liberalisation of public procurement cootsa

1.3.6. Economic, Social and Cultural Co-operation

The key word in EMA is partnership. The objectifezoonomic co-operation
is to support the efforts of Tunisia to achievetaimable economic and social
development. In particular, areas of activity aféecby the liberalisation of
trade between the EU and Tunisia will be targetgdhis co-operation. In
addition, co-operation should...foster economic integration within the
Maghreb using any measures likely to further suehatrons within the

region”®,

4 Article 32 of the Agreement.
5 Article 35 of the Agreement.
5 Article 34 of the Agreement.
7 Articles 36-41 of the Agreement.
8 Article 43 of the Agreement.



178 Journal of Economic Cooperation Among Islamic Countries

In reality, provisions on co-operation in variougeas aim mainly at
integrating Tunisia into the European economy. istance, according to
Article 52 on“Approximation of Legislation; co-operation will help Tunisia
to bring its legislation closer to that of the Bb.addition, rules and standards
in different fields such as transport, telecommatians and financial services
should be those of the EU. Except in the area @&nsific, technical and
technological co-operation where activities aimédestablishing synergy at
the regional level will be encouragedo specific regional measures were
defined at the sectoral and sub-sectoral levels.

Concerning co-operation in social matters, a regadaial dialogue will be
conducted with the objective.to find ways to achieve progress in the fiefd o
movement of workers and equal treatment and sodiedjration for Tunisian
and Community nationals residing legally in theriteries of their host
countries™. In particular, it was decided that workers shdutdaccorded the
national treatment as regards working conditiomsnuneration, and social
security. Priority is also given to reducing migngt pressure by creating jobs
and developing training in areas from which emitsalome.

Finally, a cultural dialogue will also be conducteith special emphasis
on young people, written and audio-visual means egpression and
communication and protection of the heritage aeddissemination of culture.

1.3.7. Financial Co-operation

The major objectives of the financial co-operati@tween the EU and Tunisia
are to facilitate economic reforms in Tunisia, uedaits economic

infrastructure, promote private investment and f@bation activities, and

provide technical and financial assistance forrfgonegative effects of the
progressive introduction of the free trade areat®economy, particularly on
its industrial sector.

2. ECONOMIC IMPLICATIONSOF EMASs
2.1. Expected Benefits and Costs of EMAs™
The IDB Mediterranean member countries are consdlemall countries

because they cannot influence their terms of tradeordingly, it is expected
a priori that EMAs do not constitute for them the bestapfior trade reform

® Article 47 of the Agreement.
10 Article 69 of the Agreement.
11 See Hoekman and Djankov (1996), pp. 388-392.
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because since a regional market is always smditer the world market, by
discriminating across potential trading partnemndstic firms and consumers
will not buy goods and services from the most effit suppliers. In other
words, EMAs may imply welfare losses caused byerdidersion. In addition,
it seems that in the short term, the benefits ali&kely to offset the loss by the
concerned governments of tariff revenue on impéam EU. However, by
signing these agreements, concerned IDB membeltriesiare expecting that
benefits are greater than costs in the long teimes& benefits will consist of
allocative efficiency gains and induced growth ef$e

2.1.1. Benefits of EMAS

During the last decade, IDB Mediterranean membeanties have undertaken
economic reforms, particularly with the supporBoétton Woods institutions.
However, it seems that more efforts are neededrderoto reduce more
significantly the intervention of the State in tlkeeonomy, increase more
effectively competition, and improve the transpasenf the trade regime by
reducing trade barriers. In other words, the chagkefor these countries is to
pursue far-reaching economic reforms in a polilycaustainable manner. It is
considered that the major benefit of EMAs with Eig is that they can help in
adopting and implementing such reforms by providiap adequate
institutional framework which may enhance the dodily of reform
programmes undertaken by these countries. Thigegregedibility may lead to
higher dynamic growth effects bynter alia, enhancing investment and
strengthening adjustment efforts. Unfortunatelys ivery difficult to quantify
such effects.

These benefits are reinforced by the adoption ofsuees aiming at
harmonising regulatory regimes and administrateguirements relating, for
instance, to product standards, testing and amtiéin procedures, and
common documents for customs clearance. This hasaion along with the
elimination of contingent protection such as anfinghing measures will
improve the security of market access. It is exgeedhat the greater is the
share of exports from an IDB Mediterranean memioemtry to the EU, the
greater the benefits of eliminating such non-tabfrriers. In this respect,
according to Annex 1b, Mediterranean countries Akgeria, Morocco, Syria
and Tunisia, with a share of exports to the EU egitgg 50% of total exports,
may draw the maximum of gains associated with ligisnonisation. On the
contrary, no significant benefits from harmonisatimay be registered by
Jordan.
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Finally, it is expected also that IDB Mediterrangaamber countries will
benefit from additional transfers from the EU bdtrancial or in the form of
technical assistance. These transfers will helsebfithe possible losses
associated with the reduction of tariff revenue Hrelcosts of trade diversion.
However, this additionality cannot be easily defeed through the simple
comparison between the present discounted valudeofexpected transfers
under status quo arrangements or Co-operation Agets and those that are
expected under the new regime or Association Agesesn The reason is that
taking past transfers as the basis may not be pppte because of the
generally declining trend in official aid and thexergence of the Central and
Eastern European countries. In reality, it seerasttiere will be additionality
because EU transfers outside Association Agreemhtse uncertain. Under
EMAs, previous financial protocols will not be reverd and EU has decided to
provide a total amount estimated at ECU 4.7 billiorgrants over the period
1995-99, with a similar amount of loans expectetheéoextended by the EIB.
Individual allocations are not pre-determined anifl depend on country
performance.

2.1.2. Costs of EMASs

As stated above, trade diversion losses are as$sdarth EMAs similar to
any regional preferential arrangement. These logdlé®e important if trade
barriers with non-EU countries are maintained. dality, the possible trade
diversion loss associated with these agreementsaireery high because EU
suppliers are very competitive in the internatiomarkets and their share in
total imports of Mediterranean countries is verghiTable 3 indicates that
this share varies, in 1993, between 33% for Joad@h74% for Tunisia.

The IDB Mediterranean member countries, which walready granted
duty-free access to EU markets for industrial (agricultural) goods under
Co-operation Agreements negotiated in the 1970¢age the tariff revenue
presently collected on imports of EU origin. Thevenue loss, which implies
a direct transfer from Mediterranean governments Eld exporters, is
substantial for the same reason stated above, $&dhe EU accounts for
more than 50% of the total imports of these coestriAccordingly, IDB
Mediterranean member countries will need to mobiiiternative tax bases in
order to face these important fiscal implication§ the Association
Agreements.

The benefits of EMAs for many IDB Mediterranean nbe@mcountries are
also reduced by maintaining restrictions on impoftagricultural and fishery
products. This is particularly evident for a coyntike Morocco where
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agricultural exports account, in 1994, for morent@® percent and 23 percent
of total exports and exports to EU respectively.shewn in Annex 4, failure
in expanding export opportunities for agricultupabducts for Egypt, Syria
and Tunisia, where this sector contributes more ttia percent to GDP, will
have a negative impact on their economic and tcsdelopment. In addition,
no special treatment was given by the EU to IDB Methnean member

countries as regards a more rapid elimination gfilee quotas than agreed
under the GATT.
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Table 3
Trade with the EU and Import Duties in 1993
Percentage
Share of Imports Share of Import Average
Country from EU1 Duties Collected
% % Tariff®
Algeria 61.6 n.a. n.a.
Egypt 41.6 9.1 19.7
Jordan 33.2 30.2 13.8
Lebanon 51.6 n.a. n.a.
Morocco 56.9 17.6 19.6
Syria 39.4 11.9 23.7
Tunisia 74.0 27.8 19.3
All Countries 51.7 13.3 20.8

Notes: 1. Share of imports from EU in total Impartshe country.
2. Share of import duties in total Government neae
3. Average Collected Tariff = Import Duties/Totalports.
Source: Annexes la and 3.

2.2. Merits of EM As as Compared with Other Agreements

The approach followed by EMAs with respect to faglimination is similar to
that adopted by the EU with the Central and EasEuwropean countries.
However, in contrast to agreements with these cmmstthe process of
liberalisation is more gradual because the IDB Medinean countries have a
much higher level of initial tariffs, over 15 penteaverage protection levels as
compared to 6 percent for Eastern Europe.

An Association Agreement with the EU may offer atéeframework for
conducting economic and trade reforms than the WE&Gause many policy
guestions are not yet addressed or not sufficiezdiyered by the multilateral
agreement. Besides investment, services or factwkeh policies which are
still relatively weak in the WTO agreement, traddiqy itself is better covered
by EMAs because the “binding of tariffs” is not uatary and should be at
zero rates. While the most that can be done undé€OWs to encourage
countries to bind their tariffs at applied rates.dther words, EMAs have
greater credibility and may provide higher dynagriewth effects.

In addition, EMAs imply, as stated above, a harmsation of regulatory
regimes and administrative requirements, while WW&O agreement is
restricted to general principles such as natioredtment and most favoured
nation (MFN). Unlike the WTO agreement, it does retain the possibility of
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imposing contingent protection such as anti-dumgiogons. This will better
enhance the certainty of market access.

Finally, the chances of attaining liberalisatiordenEMAs may be greater
than under WTO because they take into account mamy-economic
considerations which enhances political commitmeat this kind of
preferential arrangement.

2.3. Impact on Regional Economic Co-operation Arrangements

At the level of broad objectives, EMAs do not ceauiict existing regional
economic co-operation arrangements. As stated abmve major aim of
EMAs is to encourage the economic integration ofditégranean countries.
For instance, in the preamble of EMA with Tunigiag contracting parties
indicate that they aréConscious, on the one hand, of the importance of
relations in an overall Euro-Mediterranean contextd, on the other, of the
objective of integration between the countrieshef Maghreb’ In this regard,
they will “encourage integration of the Maghreb countries psomoting
trade and co-operation between Tunisia and othemtidges of the region”

The major motivation behind this objective is to@vthe so called “hub-
and-spoke system”. The negotiation of separatdebbdhagreements between
the EU and each of the IDB Mediterranean countsiflsencourage industrial
firms to locate in the EU (i.e., the “hub”) as tlgives them free access to all
Mediterranean countries (i.e., the “spoké&s”)

However, except for more liberal rules of origin ieth allows for
cumulation of products produced in Algeria and Mm® as well as the EU
and Tunisia, no other mechanism was defined insHimme EMA in order to
achieve the objective of encouraging integratiothefMaghreb countries. It is
only mentioned in Article 4 of the same AgreemdrdttPolitical dialogue
shall cover all issues of common interest to theti®s in particular the
conditions required to ensure peace, security aedianal development
through support for co-operation, notably withinetiMaghreb group of
countries”. But, as indicated above, it is not evident thakgular political
dialogue will be established at the level of thalAMaghreb Union.

In addition, it is worth noting that EMA with Turnés has made no
reference to the Maghreb agreement on free moveofegods. It has only
mentioned that the gradual liberalisation over angitional period will be

2 Hoekman and Djankov (1996), pp. 399-400.
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achieved in conformity with the General Agreement Tariffs and Trade
1994. As a general provision in EMA with Tunisidet maintenance or
establishment of customs unions or free trade aleasld not alter the agreed
trade arrangements under EMA (Article 23). In otlerds, priority should be
given by Mediterranean countries to EMAs by mainitag, inter alia, an
element of preference for products imported from déluntries. In fact, there
is an evident asymmetry in treating the Europeajioreand the Maghreb
region. While EMA gives greater preference to piduwriginating in the EU
than to those in other Maghreb countries, a promisn Article 21 states that
“Products originating in Tunisia shall not enjoy meofavourable treatment
when imported into the Community than applied bymlder States among
themselves”

Article 25 of the EMA, however, allows Tunisia take appropriate
measures not only when the imports of a certairlyecb may cause serious
injury to domestic producers, but also, unlike tBATT Agreement, when
there is a risk for serious deterioration in theramic situation of the region.
In other words, this general provision gives Tumisiibstantial opportunity to
intervene to safeguard Maghreb interests if théipal commitment to do so
exists.

Unfortunately, the lack of political commitment ctitutes one of the
major reasons which explains why little progress baen made among IDB
Mediterranean countries in integrating economiegeralising trade,
harmonising procedures or implementing mutual raitmyn arrangements. In
practice, regional economic co-operation agreemanteng these countries
have not gone beyond EMAs, and allowance has beade nfor the re-
imposition of protection, for various types of namdf measures, and for the
use of contingent protection.

Accordingly, it is expected that EMAs will be moveelfare enhancing
than existing regional economic co-operation areamgnts because they will
go significantly beyond not only regional arrangetsebut also the current
WTO disciplines, especially in services and in #iea of trade facilitation,
including customs procedures, documentary requinésng@roduct testing and
certification. Moreover, less trade diversion Iassge associated with EMAs
since EU suppliers are more competitive than IDBdNMeranean member
countries and their share in the total importshese countries is high.

3. CONCLUDING REMARKS
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EMAs do not constitute a new trend in the relatiobstween IDB
Mediterranean member countries and the EU sindeydé¢heir introduction,
these relations were already governed by othereaggats, namely Co-
operation Agreements and Financial Protocols. Hawawore reciprocity was
introduced by EMAs, which means mainly commitmemnt liberalising the
trade of manufactured goods on the part of Meditexan countries.

Like any preferential agreement, an Associatione&grent with the EU is
expected to produce some benefits. The issue ofheh&MAs will ensure a
welfare gain for IDB Mediterranean member countiesan empirical one,
because the final answer will clearly depend onithig@lementation of these
agreements, the magnitude of the additional firelnahd other types of
transfers, and the intentions of the governmentsived. Similarly, the issue
of whether EMAs will encourage the economic intéigraof Mediterranean
countries is also empirical, because it will depelignately on the intentions
and commitments of the concerned governments.

However, the chances of integrating IDB Meditereanenember countries
in the European economy are greater than the chaofceeveloping more
integration among them. Although the introductidnliberal rules of origin
may help create intra-industry linkages among thaghieb countries, the
economic integration among these countries wilimdtely depend on their
willingness to convert existing regional agreememis free trade agreements.
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Annex la
Imports from EU, 1993-95
US$ Million
1993 1994 1995
Country Amount % Amount % Amount %
Algeria 5,397 61.6 5,731 59.9 6,888 64.Y
Egypt 6,056 41.6 3,837 40.6 6,807 39.1
Jordan 1,175 33.2 1,085 31.8 1,22y 33pR
Lebanon 2,320 51.6 2,939 54.5 3,562 555
Morocco 3,906 56.9 4,049 56.5 4,321 56.L
Syria 1,630 39.4 1,932 35.3 2,004 33.B8
Tunisia 4,603 74.0 4,728 71.9 5,919 71p
Total 25,096 51.7 24,301 51.7 30,727 51.1
Source : Data from IMF Direction of Trade Statistics Neak 1996.
Annex 1b
Exports to EU, 1993-95
US$ Million
1993 1994 1995
Country Amount % Amount % Amount %

Algeria 7,118 70.5 6,105 71.1 7,284 65.9
Egypt 2,475 48.3 1,527 44.3 2,618 49.(
Jordan 41 4.1 57 5.0 84 5.7
Lebanon 94 14.3 116 17.6 144 20.6
Morocco 2,410 63.4 2,556 64.4 2,565 63.4
Syria 1,912 60.8 1,979 55.8 1,947 57.4
Tunisia 3,022 79.3 3,724 80.2 4,534 78.9
Total 17,072 61.8 16,064 61.8 19,181 60.1

Source : Data from IMF Direction of Trade Statistics Meak 1996.
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Annex 2

Imports from IDB Mediterranean Member Countries93-95
US$ Million

1993 1994 1995

Country Amount % Amount % Amount %

Algeria 273 3.1 370 3.9 379 3.6
Egypt 65 0.4 71 0.7 100 0.6
Jordan 133 3.7 156 4.6 175 4.7
Lebanon 426 9.5 505 9.4 630 9.8
Morocco 174 2.5 186 2.6 219 2.8
Syria 177 4.3 224 4.1 250 4.1
Tunisia 206 3.3 188 2.9 246 3.0
Total 1,454 3.0 1,700 3.6 1,999 3.3

Source : Data from IMF Direction of Trade Statistics Meak 1996.

Annex 3
Data on Import Duties in 1992 or 1993

Millions of Local Currenc

Import Total Import Average

Country Duties G%\é%?rmzm S[E]l;trlgs% Imports Collecgzd Tariff
@) 2 1)) 3 1)/(3)

Algeria n.a. n.a. n.a. 204,533.0 n.a.
Egypt 5,428.0 59,443.0 9.1 27,5538 19.7
Jordan 337.7 1,119.6 30.2 2,453|6 13.8
Lebanon n.a. n.a. n.a. n.a. n.a.
Moroccd | 12,286.0 69,907.0 17.6 62,804.p 19.6
Syria 10,999.0 92,619.0 11.9 46,4680 23.7
Tunisig 1,100.0 3,956.4 27.8 5,688.8 19.3
Total 30,150.7 | 227,045.0 13.3 144,968|2 20.8

Notes:

1. Average Collected Tariff =Import Duties/Total Impo
2. Data for 1992.
3. Excluding Algeria.

Sources: IMF International Financial Statistics, 1996.

IMF Government Finance Statistics Yearbook, 1995.
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Annex 4
Importance of Agricultural Sector in 1994

Country Share in GDH Share in Share in Total Share in
Employment Exports Exports to EU

Algeria 12.0 17.3 2.1 1.2
Egypt 19.8 39.9 5.7 4.4
Jordan 7.9 6.2 3.2 4.7
Lebanon 12.2 19.3 15.2 14.2
Morocco 21.2 434 29.3 23.4
Syria 21.1 22.9 5.2 2.1
Tunisia 154 26.2 11.3 121

Source: Hoekman and Djankov (1996).

Annex 5
Timetable for Abolishing Customs Duties by Tuni@aticle 11 of EMA).

1. Customs duties and charges having equivaleatteéfpplicable on import
into Tunisia of products originating in the Commynother than those
listed in Annexes 3 to 6 shall be abolished up@nethtry into force of this
Agreement.

2. Customs duties and charges having equivaleatteéipplicable on import
into Tunisia of the products originating in the Guomity listed in Annex 3
shall be progressively abolished in accordance wiike following
timetable:

On the date of entry into force of this agreemeattheduty and charges
shall be reduced to 85% of the basic duty;

One year after the date of entry into force of thggeement each duty and
charge shall be reduced to 70% of the basic duty;

Two years after the date of entry into force ostAigreement each duty
and charge shall be reduced to 55% of the basig dut

Three years after the date of entry into forceha$ Agreement each duty
and charge shall be reduced to 40% of the basic dut
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Four years after the date of entry into force @$ thgreement each duty
and charge shall be reduced to 25% of the basic dut

Five years after the date of entry into force of thgreement the remaining
duties shall be abolished.

3. Customs duties and charges having equivaleatte#fpplicable on import
into Tunisia of the products originating in the Guoonity listed in
Annexes 4 and 5 shall be progressively abolishedcoordance with the
following timetable:

In the case of the list appearing in Annex 4:

On the date of entry into force of this Agreemeathe duty and charge
shall be reduced to 92% of the basic duty;

One year after the date of entry into force of thggeement each duty and
charge shall be reduced to 84% of the basic duty;

Two years after the date of entry into force oktAigreement each duty
and charge shall be reduced to 76% of the basjc dut

Three years after the date of entry into forceha$ Agreement each duty
and charge shall be reduced to 68% of the basic dut

Four years after the date of entry into force @$ thgreement each duty
and charge shall be reduced to 60% of the basjc dut

Five years after the date of entry into force af thgreement each duty and
charge shall be reduced to 52% of the basic duty;

Six years after the date of entry into force o§tAgreement each duty and
charge shall be reduced to 44% of the basic duty;

Seven years after the date of entry into forcehisf Agreement each duty
and charge shall be reduced to 36% of the basic dut

Eight years after the date of entry into force log tAgreement each duty
and charge shall be reduced to 28% of the basjc dut

Nine years after the date of entry into force o tAgreement each duty
and charge shall be reduced to 20% of the basjc dut
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Ten years after the date of entry into force of thjreement each duty and
charge shall be reduced to 12% of the basic duty;

Eleven years after the date of entry into forcéhas Agreement each duty
and charge shall be reduced to 4% of the basig duty

Twelve years after the date of entry into forcetlmE Agreement the
remaining duties shall be abolished.

In the case of the list appearing in Annex 5:

Four years after the date of entry into force a$ thgreement each duty
and charge shall be reduced to 88% of the basjc dut

Five years after the date of entry into force @ thgreement each duty and
charge shall be reduced to 77% of the basic duty;

Six years of the date of entry into force of thigrédement each duty and
charge shall be reduced to 66% of the basic duty;

Seven years after the date of entry into forcehisf Agreement each duty
and charge shall be reduced to 55% of the basjc dut

Eight years after the date of entry into force log tAgreement each duty
and charge shall be reduced to 44% of the basic dut

Nine years after the date of entry into force o tAgreement each duty
and charge shall be reduced to 33% of the basjc dut

Ten years after the date of entry into force of thgreement each duty and
charge shall be reduced to 22% of the basic duty;

Eleven years after the date of entry into forcéhis Agreement each duty
and charge shall be reduced to 11% of the basjc dut

Twelve years after the date of entry into forcetlms Agreement the
remaining duties shall be abolished.

. In the event of serious difficulties for a givemoduct, the relevant
timetable in accordance with paragraph 3 may bedewsd by the
Association Committee by common accord on the wtdeding that the
schedule for which the review has been requestgdnoibe extended in
respect of the product concerned beyond the maxitnansitional period
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of 12 years. If the Association Committee has a&keh a decision within
thirty days of its application to review the timel@ Tunisia suspend the
timetable provisionally for a period which may maiceed one year.

5. For each product the basic duty to which thecasgive reductions laid
down in paragraphs 2 and 3 are to be applied bealhat actually applied
vis-a-vis the Community on 1 January 1995.

6. If, after 1 January 1995, any tariff reductiam anergo omnedasis, the
reduced duties shall replace the basic dutiesresfeio in paragraph 5 as
from the date when such reductions are applied.

7. Tunisia shall communicate its basic duties ®@ommunity.



