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1. Arab Development Performance in Third World Comparison

From the perspective of European policy makers, the Arab World
is of immediate geopolitical concern. Its population amounts to
some 210 million people, with population growth rates in the
magnitude of 2.5 percent in North Africa and closer to 3 per-
cent or above in the Mashreq and Gulf countries. In a number of
countries total fertility rates (births per woman) are still
quite high, and so are illiteracy rates (see Table 1, Annex).
Female labor participation, another socio-economic indicator,
is very low in international comparison due to the restrained
public role of women.

In the non-oil countries, economic development has made pro-
gress in recent years but lags behind the industrial dynamics
of more advanced developing regions as the NICs of the Far
East. For instance, in 1958 South Korea and Egypt had similar
per capita incomes (US$ 104 and 116 respectively).l Both have a
population of similar size {44 and 56 million), both were expo-
sed to military confrontation, and both are industrial leaders
in their respective Third Werld regions. Meanwhile, South Korea
is turning into a sophisticated industrial and service economy
with a per capita income of US$ 7,670 whereas Egypt still
struggles with typical features of underdevelopment at US$S 660.
Illiteracy rates stand at close to zero vs. 52 percent and fe-
male labor force participation at 34 vs. 1l percent respective-

ly.2

Even the Gulf countries have not been able tco use their oil
recelpts to establish a more sophisticated industrial structure
beyond their hydrocarbon complexes. Saudi Arabia's per capita
income (USS$ 7,780) only amounts to 40 percent of Singapore's
(UsSs 19,310), and its illiteracy rate still stands at 38 per-
cent.3 Both o0il and non-oil countries are exposed to substan-

tial environmental degradation as a result of climatic change

United Nations 1962, pp. 314, 316.
World Bank 1995a.
Ibid.



and 1increasing desertification. E.g. Jordan's fossile water
. R 4
resources will be exhausted in a few decades.

Without getting into the details country by country, it 1is
obvious that the overall development performance has not been
able to match the rising expectations5 particularly among the
unemployed Arab youth. Structural adjustment programs have been
started. They have not really got off the ground in countries
like Algeria and Egypt,6 but have been gquite successful in
Tunisia, Morocco and Turkey. The social cost of economic trans-
formation have added to social tension. The area has witnessed
repeated "bread revolts", violence, and armed clashes even-
tually referring to ethnic or religious symbols.

Probably these trends will not be reversed during the current

decade. Accerding to a World Bank studyj, the target of

doubling the GNP of the Arab World until 2010 would require a

GNP growth rate of 3 percent for the period 1990 to 2000, and

of 5 percent for the period 2000 to 2010. Essential precondi-

tLions would be

- a sustainable peace with a reduction of military exXpendi-
ture,

- the implementation of comprehensive economic development
programs,

- an effective regional cooperation among the countries of
the Middle East and substantial short-term foreign assi-
stance (ODA) to compensate for the sccial and political
costs of economic reforms, and

- much larger flows of foreign direct investment and commer-
cial loans to supplement domestic savings.

But even then - still quoting the World Bank - per capita
incomes would remain low because c¢f the ongoing population
growth, and the poverty gap between the EU and the Maghreb/

Libiszewski/Schiffler (eds.) 1995, pp. 22-23. See also
Schiffer/Képpen/Lohmann/Schmidt/ Wachter/Widmann 1994, pp.
3 f.

World Bank 1995b pp. 15 f.

Weiss 1991, pp. 13 £f.

Diwan/Squire 1992.



Mashreq countries may widen from a present relation of 10:1 to
20:1. The overall political, economic, social and cultural
framework in the Arab World is not conducive to a full mobi-
lization of the human factor, its creativity and its innovative
drive.8

Hence, Europe must be prepared to face mounting tension at its
southern flank, hazards to trade links and to its o0il and gaz
supplies, continuing Arab environmental degradation eventually
leading to mass migration to Europe, possibly aggravated by an
additional migration pressure from the Sahelian countries on
the Arab World as a result cof increasing desertification.

2. European Perceptions of the Arab World

The dimensions of this problematique have not yet been fully
perceived by the general European public which is preoccupied
by the Balrans and Eastern Europe, in addition to economic and
social adjustment issues within the EU itself exposed to moun-
ting international competiticn within the "Triade" (EU, USA,
Japan) and from Newly Industrializing Countries catching up to
the industrial world.

At its meeting in Lisbon of June 1992 the European Council
stated that the southern and eastern borders of the Mediterra-
nean and the Near East are essential for European security and
social stability. During its subsequent Korfu meeting in June
1994 the European Council asked the European Commission to
evaluate its global Mediterranean policy and to suggest measu-
res for its short and medium-term intensification. In July
1994, the European Council of Foreign Ministers took an initia-
tive and asked the Commission to prepare guidelines for short
and medium-term action to promote peace, stability, security,
and socio-economic development within the framework of the so-
called European Mediterranean Policy which includes the EU
relations with the Maghreb, the Mashreq, Israel, Cyprus, Malta,

Weiss 1986, pp. 377 f. Weiss 1990, pp. 208 f.



Turkey, and former Yugoslavia. In the fcollowing, we are mainly
concerned with the Arab countries.9

The EU Commission is aware of the mutual dependence as regards
environmental protection, energy supplies, migration, and
trade. Therefore, it has a genuine interest in helping Arab
countries to cope with the challenges, and in developing a
balanced approach to the Arab World on the one hand and Eastern
Eurcope on the other., The general goal is to develop a partner-
ship between the EU and the Mediterranean Non-Member Coun-
tries (NMCs) including the promotion of free trade - against
heavy protectionist trends in the Common Agricultural Market
and various "sensitive" industrial sectors. Substantial EU
financial assistance will be required for a long process of
modernization and structural transformation to raise the
international competitiveness of the Arab partners. In the long
run, the EU aims at a close political and economic cooperation.
A Euro-Mediterranean "zone of peace and stability"11 is to
evolve pas part of a political dialogue based on the principles
of democracy, good governance, and human rights, eventually

extended to problems of security and peace-keeping activities.

3. EU Policy Objectives

In view of an increasing regicnalism (NAFTA, ASEAN, Asia-Paci-
fic region etc.n), the EU Commission adheres to a long-term
vision of an emergence of the world's largest free trade area
consisting of the EU, Central and Eastern Europe, and all NMCs
bordering the Mediterranean.13 Beyond moves toward free trade,
the Community aims at extending its cooperation with the Arab
World to industrial cooperation, energy resources, environmen-

tal protection, communication, tcurism and other services, free

Kommissicn 1994, p. 4.

NMCs: Morocco, Algeria, Tunisia, Jordan, Lebanon, Syria,
Palestine, Egypt, Israel, Cyprus, Malta, Turkey.

Kommission 1994, p. 8.

See for a comprehensive discussion of Large Economic Areas
(LEAs) : Lorenz 1995, pp. 101 f.

Kommission 1224, p. 1l2.

10

11
12

13



movement of capital, science and technology, measures to combat
drugs, and direct Euro-Arab interaction of NGOs.

Immediate operational targets are:14

1. An increase of EU technical and financial assistance as
part of a comprehensive Middle East development program for
the years 1995 to 1999 amounting to ECU 4.685 billion;

2. an incentive system to stimulate private European invest-
ment in the Arab World;

3. the establishment of a permanent economic policy dialogue;

4. EU measures to encourage regional cooperation and trade
among Arab countries, e.g. through cumulative rules of ori-
gin.

5. The Commission insists that preparations for an EU enlarge-
ment toward Central and Eastern Europe do not conflict with
the EU goal to develop closer links with the Mediterranean
countries.

6. With Tunisia and Morocco, new so-called Furo-Mediterranean
association agreements have been concluded in 1995'°, Nego-
tiations with Egypt on a similar agreement are on their
way.

Peace and stability in the Arab World are threatened by lagging

economic development and rising social tension, e.g. violence

in Algeria and a deteriorating security situation in Egypt.

Therefore, the EU Commission argues for support measures for

a) political reforms, i.e. respect for human rights, freedom
of expression, and steps toward democratization and public
accountability,]7

b) economic reforms aiming at sustainable growth, and

14
i5
16
17

Ibid., p. 3.

Nachrichten fir den AuBRenhandel, November 27, 1995.
Cf. para 8.2.

Kommission 1994, p. 5.



¢) cultural reforms starting with the educational system, and
encouraging innovative thinking and creativity at large.18

EU-Arab interdependence is vital as regards environmental pro-
tection, energy supplies, combat of drug production and drug
trade, and migration. A large proportion of immigrants living
in the EU come from the Arab World. Their remittances supply
substantial foreign exchange assets for their home countries.
The migration flows need careful bilateral management and close
Euro-Arab cooperation as mounting social tensions are

. . 19
imminent.

4. EU Policy Constraints: Decision-making Capability

Substantial challenges as to the EU's capability to formulate
and implement policies are involved. To begin with, a closer
Euro-Arab cooperation must face the vested interests of both
the northern and southern EU member states. They will demand
protection against north African competition as regards citrus
fruits, vegetables, textiles and clothing, and a number of
other manufactured goods, or EU financial compensations for a
more liberal stand. Hence, a subtle balance must be struck in
dealing with a long list of conflicting interests among EU mem-
ber states as well as among different sectors within individual
EU member states. E.g. German export-oriented industries and
large department stores call for inexpensive imports and argue
for free trade whereas German trade unions and entrepreneurs in
declining industries do not welcome competitive Arab goods and
services. Painstaking bargaining processes will be necessary to
reconcile such conflicting issues within the EU. The Maastricht
Treaty of 19982 states the EU's determination to proceed toward
unification. But so far, the central peolitical EU decision-
making structure is still weak both with regard to parliamen-

tary legitimacy and executive competencies.,

¥  Weiss 1993a, pp. 11 f.

Kommission 1994, p. 6.



In the historical process of European unification emphasis has
been put on the economic aspects of integration. This has led
to a notorious and 1lengthy struggle on piecemeal economic
advantages among the member states. On the other hand, the cen-
ters of political power are still vested in the national
governments dependent on their own parliaments and electora-
tes.20 This state of affairs is not conducive to a sustained
common long-term vision for the EU as a whole, let alone for
the strengthening of an operational executive power center in
the EU Commission eventually responsible for weighing the costs
and benefits of EU-wide policy alternatives in a complex inter-
national setting with its inherent risks. Instead, individual
EU member policies prevail, and there have been many examples
of unscrupulous free rider strategies of member governments to
gain short-term economic advantages for their home clientele.
In the Maastricht Agreements the EU member governments have
committed themselves to proceed toward a workable political
union, but this will be a long and difficult process. Current
political inertia as related to former Yugoslavia has painfully
demonstrated the lack of common decisicon-making capability even

in vital areas of EU foreign policy and security matters.

Thus, painstaking internal bargaining processes are ahead if
the EU will proceed toward substantial trade concessions to the
Arab World, possibly linked with EU-internal compensations for
its member countries (e.g. Mediterranean) and for wvarious
sectors (e.g. European farmers). Positive EU decisions are
easler in the field of ald than c¢f trade. The enlargement of
the European Union from the original six to fifteen members and
the expected further East enlargement calls for consequences
with regard to an adaptation of its internal decisicn—-making
structures. Therefore, the EU will start a new inter-governmen-
tal review of its objectives and organization in 1996. 7"

20 For instance, the Preamble of the Maastricht agreement

vaguely stages the determination "to implement a common
foreign and security policy including the eventual framing
of a common defence policy, which might in time lead to a
common defence, thereby reinforcing the European identity
and its interdependence in order to promote peace, security
and progress in Europe and in the world”.

Marin 199395, p. 3.

21
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5. Eurcpean Policies vis-a-vis the Arab World
5.1 Mediterranean Countries
5.1.1 Agreements

The Community started to establish a network of agreements with
most of the Arab countries since the 1960s. In the beginning
they were focussed on trade, especially on free access of manu-
factured goods to the European market, and on a few concessions
with regard to agricultural products22 as long as they did not
seriously challenge the interests of the farmers within the
system of the Common Agricultural Market.

In the 1970s economic and financial co-operation was included
in the agreements, although with fairly limited aid volumes as
compared to the bilateral foreign assistance budgets of the
European member states.

After the EU accession of Greece in 1281, and of Spain and Por-
tugal in 1986, we have the following situation: In addition to
assoclation agreements with Turkey, Cyprus and Malta with the
objective to establish a customs union, cooperation agreements
exist with the other NMCs within the framework of the EU's so-
called Mediterranean Policy. Cooperation agreements with
Morocco, Tunisia and Algeria were signed in 1976. The four
Mashreq countries Egypt, Syria, Jordan and Lebanon followed in
1977, and Yemen 1in 1985. Sudan, Somalia, Mauretania and
Djibouti are members of the Lomé Convention (covering more than
60 African, Carribean and Pacific developing countries). In
1989 the Community and Israel signed a free trade agreement for
manufactured gcods.

The cooperation agreements with the Arab countries dealt with
firstly, unilateral trade concessions for Arab exports to the
EU markets - however, with substantial exclusions of agricul-
tural products and "sensitive manufactures" particularly in
fields where Arab countries are competitive -, secondly, deve-
lopment assistance within the Financial Protocols, and thirdly,

2 Kommission 1994, p. 23.
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equal treatment of Arab migrant workers in the EU with regard

to payment and social security services.

The negative impact of the accession of Spain and Portugal on

NMCs with competing products (e.g. olive o0il, citrus fruits,

textiles, etc.) were cushioned through additional protocols to

the agreements offering concessions for agricultural pro-
23

ducts.

Another series of agreements has been concluded with Tunisia,
Morocco and Israel as part of the EU initiative to move toward

a Euro-Mediterranean Free Trade Area by the year 2010.24

5.1.2 Achievements
5.1.2.1 Trade

Between 1972 and 18993, the share of manufactured exports in
total exports of NMCs to the EU has risen from 28 to 54 per-
cent, with substantial increases for Morocco (from 24 to 66
percent) and Tunisia (from 40 to 77 percent).z5 On the whole,
the exports of the NMCs are not yet diversified enough. A more
substantial export boom has been impeded by many disincentives
on the supply side in the Arab World" (see Table 6, Annex}.

During the last twenty years access for agricultural products
has also improved, but it is still far from being satisfactory.
However, for +the most important NMC agricultural exports
customs duties have been reduced step by step. Agricultural
exports of NMCs have risen in absolute terms although their
relative share has declined. This partly reflects their indu-
strialization efforts. Only Morocco and Turkey have an agricul-
tural share of more than 15 percent of their total exports to
the EU. Generally, the NMC attempts to strengthen their

23
24
25
26

Kommission 1994, p. 24.

See para 8.2.

Kommission 1994, p. 24.

This 1is in 1line with the general experience as regards
regional integration, c¢f. Bormann/Fischer/Jungnickel/Koop-
mann/Scharrer 1995, p. 102.
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agricultural production has not been satisfactory. Most

countries have not been able to reach self-sufficiency in basic

foodstuffs and to reduce their dependence on food imports from
27

the EU.

5.1.2.2 Financial and Technical Cooperation

Community aid amcunts to 0.1 percent of the European GNP - in
addition to bilateral development assistance of EU Member
States. Additional EIB loans made up 0.3 percent of EU GNP, Aid
has been focussed on vocational training and agricultural deve-
lopment. However, its impact on the overall economic growth in
the recipient countries has been negligible. Quite often the
implementation of the assistance programs was impeded by poli-
tical obstacles and administrative deficiencies in the reci-
pient countries.’"

5.2 Gulf Countries

As to the Gulf countries the common basis is the EU's interest
in energy resources and the Gulf countries' interest in
supplying them. The latter have lost market-shares to the North
Sea o0il fields, and to other non-OAPEC producers. Meanwhile,
only 22 percent of European oil imports come from the the coun-
tries of the Gulf Cooperation Council (GCC)H, although 46 per-
cent of the world's proven o0il reserves lie there. The Gulf
countries are the EU's foremost Arab trading partners with
almost 40 percent of European trade with the Arab World. The
GCC 1is the EU’'s 5th largest export market (after the U.S.,
Japan, Central and Eastern Europe, and ASEAN). In 19%4 EU
exports to the GCC totalled ECU 192.3 billion. The GCC accounts
for 23.7 percent of EU o0il imports. European imports include
natural gas, refined petrcleum products and petrochemicals. The

GCC accounts for 4 percent of European exports to third coun-

27
28
29

Kommission 19924, p. 25.

Ibid.

Saudi Arabia, Kuwait, Bahrain, United Arab Emirates, Qatar,
Oman.
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tries, whereas the EU supplies 35 percent of the GCC's imports,
well ahead of Asia (27 percent), and the U.S. (12 percent). The

EU's trade surplus vis-a-vis the GCC amounted to ECU 7.9
billion in 1994,

The EU is linked with the six countries of the GCC since 1988
by a cooperation agreement. The main purpose of this non-prefe-
rential agreement was to establish a framework of cooperation
in a wide range, i.e. energy, industry, trade and services,
agriculture and fishery, private investments, science and tech-
nology, and environmental protection. The agreement is supposed
to strengthen the industrial diversification of the GCC econo-
mies (Art. 1) and to improve market access for both sides
taking in consideration the interests of both parties (Art. 3).
Joint analyses are to improve trade with crude oil, gas and
petrochemicals, and downstream manufactures between both
regions (Art. 6). Both parties concede the most favored nations
clause to each other (Art. 4). Free trade negotiations began in
1990, but have not progressed and results deriving from the
Cooperation Agreement have been limited. The two sides held a
Ministerial Meeting in Granada in July 1995 to give a new poli-

tical impetus and momentum to their relationship.

The GCC tries to prevent European environmental policies such
as the reduction of fuel consumption, e.g. by means of a car-
bon-energy tax as proposed by the Commission. The Gulf coun-
tries will be affected by growing public European pressure for
higher energy prices to reduce CO, emissions as expressed

during the International Berlin Climate Conference in 1995.

The unsolved conflicts between the EU's claim to promote free
trade on the one hand and its protectionist stand on the other
had been reflected still more bluntly in an earlier EU-GCC
agreement which had postponed all sensitive discussion points
to the agreement of 1988.31 The two parties had committed them-
selves to seek solutions which

- are compatible with the GATT,

30

a1 EU Commissioh 1995a, p. 2. EU Commission 1995d, p. 2.

Cf. Kooperation 1988, pp. 53-66.
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- do not endanger the main interests of the European petro-
chemical and refinery producers,
- protect the infant industries in the Gulf states, and
- guarantee EU non-discrimination of Gulf o0il products as
compared to competing oil products from other parts of the
3z
world.

Obviously, these points were not compatible and remain unsolved
in spite of the 1989 agreement. The second item (protection of
EU petrochemicals) continues to be subject to conflict. The
positions range from tough protectionist stands to efforts
alming at positive joint action. The EU is particularly sensi-
tive when it comes to the access of more sophisticated petro-
leum products from the newly established downstream activities
in the Gulf countries. The rate of protection increases with
the degree of processing, thus aiming at protection of European
processing plants.

Meanwhile five Ministerial Meetings ketween the EU and the GCC
Joint Council have taken place: 1890 in Muscat, 1991 in Luxem-
bourg, 1992 in Kuwait, 1993 in Brussels, and 1994 in Riyadh.
They reaffirmed the importance of cooperation and underlined
the common views held on most aspects of international affairs.
In the last two meetings, the GCC reiterated its concern on the

3
possibility of a European carbon-energy tax.3

The EU has introduced a new general system of preferences from
January 1895. Its impact on GCC exports to the Community is
insignificant since crude o0il makes up 90 percent of GCC
exports to the EU, and European customs dutles on crude oil are
zero percent. According to Article 6 of the new regulation, the
economically most advanced countries shall be excluded from
entitlement. Thus, Saudi Arabia has been "graduated" from April
1995 with regard to salt, sulphur, earths and stone, plastering

materials, cement, and refined petroleum products like gaso-

3 Cf. Joint Declaration Concerning Article 11,2. Bangemannh

1988, p. 17.

*  EU Commission 1995a, p. 5.
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line. All other GCC countries will probably be excluded from
1998.

In order to facilitate private business contacts and to promote
cooperation in manufacturing, trade, and transfer of techno-
logy, various EU-GCC industrial conferences have been held
(Granada 1990, Dohar 1982, and Muscat 1995). Financial services

. . R . 34
and environmental issues are of growing importance.

A three year technical assistance program in the field of
customs and standards 1is to help GCC countries to set up
technical legislation and procedures compatible with EU routi-
nes.

Various working groups keep discussing issues of energy, indu-
strial cooperation, support services for promoting trade and
enhancing industrial cooperation, mainly for the sake of
keeping the dialcogue going. Thus, EU technical assistance
supports a life sanctuary project in Jubail/Saudi Arabia, a
network of GCC marine protection centers, and customs coopera-

. . c o4 33
tion activities including training.

5.3 Euro-Arab Dialogue

One of the most extensive inter~regional cooperation frameworks
in which the European Community has been involved with its
Southern neighbors was the Euro-Arab dialogue. Launched over 20
years ago at a time of war in the Middle East and o0il embargos,
this ambitious undertaking has been frustrated by recurring
political difficulties which even today prevent the normal
functioning of the formal mechanisms of the Dialogue. As a con-
seguence, there have been no major achievements. However, the
two sides have been determined not to lose the momentum of
cooperation at the Euro-Arab level and cooperation in signifi-

cant areas 1s currently being promoted by the European Commis-

34

Ibid., p. 6.
Ibid., p. 7.
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sion, the Arab League and its specialized agencies.36 As a
political signal, in the sector of management training the EU
has established a Euro-Arab management school in Granada/Spain
in 1995 "which could, with sufficient support, develop into a
future Euro-Arab university".37

6. The New Mediterranean Policy

By the end of 1989, after the fall of the Berlin Wall, the Com-
mission reconsidered its Mediterranean policy as part of a
recrientation toward Central and Eastern Europe.38 The Maghreb
countries and especially Morocco (that had applied for EU mem-
bership in 1987) demanded equal treatment as compared to the
EU's "Europe Agreements" with the Visegrad countries.39 France,
Spain and Portugal within the EU lobbied for a "fair share" for
their North African clientele in relation to the heavy emphasis
on the European East favored by Germany and the Northern EU
member countries.

A political compromise - led by President Mitterand and Chan-
cellor Kohl - was struck between the East and South orienta-
tions of the EU. As a result, in December 1990 the European
Council declared its so-called New Mediterranean Policy. It

basically extends past activities and adds EU support for eco-
nomic reforms.

In 1993, the Commission presented proposals for a closer econo-
mic cooperation with the Maghreb and Mashreg countries. This
initiative led to a series of negotiations particularly with
Mcorocco and Tunisia focussed on

- a political dialogue,

- free trade of manufactured goods,

- economic, social and cultural co-operation, and

. . . 40
- enlarged financial assistance.

36
37
38
32
40

Marin, p. 5.

Ibid.

See para 11 of this paper.

Poland, Hungary, Czech Republic, Slovakia.
Kommission 192924, p. 23-24.
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The Commission also expressed the desirability to adjust the
existing bilateral co-operation agreements. Within the limits
of its competencies and its budgetary constraints, the Commis-
sion tried to move ahead toward a closer political and economic
partnership 1n view of mounting social and political risks in
the Arab World.

The overall EU financial assistance (EIB locans plus EU budget
lines) to the Arab World has considerably risen as part of the
New Mediterranean Policy (see Tables 2-4, Annex). In addition
to its traditional commitment to vocational training and
agricultural development, the EU supports structural adjustment
policies through quick disbursing aid and programs for public
health, education and low cost housing - also making use of
revolving local currency funds which have piled up as part of
the import programs supplied by the EU.

A few NMCs have been able to achieve encouraging results with
regard to their structural adjustment programs engineered by
the World Bank and the IMF, particularly Morocco, Tunisia, and
Jordan. But their trade barriers are still substantial, and
they have a long way to go before they will reach international
competitiveness within a free trade area envisaged by the EU

. R 41
Commission.

A number of other countries in the region have started later in
their reform policies. Meanwhile their structural adjustment
problems have aggravated as a result of continuing population
growth, rising mass poverty, increasing social tension, and an

: . \ . 42
erosion of the internal political consensus.

The EU Commission also supports direct Euro-Arab cooperation
among various actors of the civil society {(e.g. universities,
NGOs, townships and local administrations, etc.). It tries to
promote direct links between European and Arab small and medium

industries through wvarious EU instruments. In some countries

! Kommission 19924, p. 26.

Cf. Weiss 1993b, pp. 70-75.
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the deterioration of political security has obstructed these
programs, whereas very attractive opportunities for EU inve-
stors have opened up in Eastern Europe.

As a whole, the budget aid of the Community during the vyears
1989 to 1992 amounted to only 3 percent of the total interna-
tional aid to NMCs. The overall results of the EU policies are
not particularly positive in spite of the improvements since
the introduction of the New Mediterranean Policy.43

The free access of manufactured goods to the EU market had
positive results in countries pursuing economic reforms, but
even there a substantial increase in employment has not mate-
rialized. The elimination of European protectionism in various
subsectors will be necessary in order to arrive at more tangi-
ble income and employment effects in NMCs.

The European financial support of structural adjustment pro-
grams 1in Arab countries had no major macroeconomic impact
either. The aid instruments and policies were too narrowly spe-
cified and the total aid volume was too small. The EU Commis-
sion holds that the challenges ahead require a financial sup-
port and a European political awareness which are up to the
EU's economic and political stakes in the Arab world.44
However, the political respcnse in the EU member states remains

weak.

7. Support of the Middle East Peace Process

In line with these considerations, the Commission also promoted
the Middle East peace process by supporting the Palestinians in
their struggle for autonomy. Five years after the Madrid con-
ference of October 1991, the parties are far from a comprehen-
sive settlement of the Arab-Israeli conflict in spite of the
Second Interim Agreement signed between the PLO and Israel in
September 1995, Withdrawal from the Occupied Territories has

*  Kommission 1994, p. 27.

Ibid.
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been postponed, new Israelli settlements have been built, and
territories in Arab Jerusalem have been confiscated. The
European member states have rejected the confiscation decision
and have reasserted that Arab Jerusalem is part of the Arab
territories occupied in 1967. The EU is aware of the continuing
risks of this process. As Vice President Marin of the European
Commission has stated at the inauguraticn of a conference on
"The Future of Euro-Arab Relations at the Beginning of the 21st
Century” on 5 July 1995 in Brussels: "None of the recent
security, political and economic developments are of course
irreversible... The European Union is fully committed to the
success of the Peace Process, and the EU and its Member States
are by far the biggest contributors to the new Palestinian
Authority and its activities on behalf of the Palestinian
people".45

The EU supports the establishment of Palestinean institutions.
It supplied 300 observers for the Palestinean elections in
January 1996, technical and financial assistance for the
Palestinean Authority (Statistical Office, Broadcasting and TV,
reintegration of former prisoners, Energy Authority, local
administration).

The EU supplied ECU 12,1 million for the establishment of
administrative structures, ECU 80 million for running costs of
various administrative units. Total aid amounted to ECU 215
million since September 1993, In 1995 alone, ECU 164 million
were supplied as grants, in addition to EIB loans of ECU 24.6
million. This amounts to 45 percent of total international aid
{as compared to ECU 76 million/19 percent of World Bank/Saudi
Arabia, the U.S. (ECU 64 million/16 percent), and Japan (ECU 30
million/8 percent). For the .years 1994-1998, the EU has
committed itself to a total financial volume of ECU 500 million
(thereof 250 million grants from the Community budget and 250
million of the EIB).46

45

.o Marin, 1995, 5. 2.

Kommission 1993, p. 2. Kommission 1994, p. 24. Koemmission
1995, p. 2-4.



20

B. EU Perspectives of Future EU-Arab Relations

The Commission emphasizes that the EU politics wvis-a-vis the
Arab World should relate to many areas of mutual interdepen-
dence and should be conceived within the context of the EU's
overall political objectives. A long-term strategy is envisa-
ged: "The policy of the Union should concentrate on the
establishment of a zone of stability and security and the crea-
tion of conditions for rapid and sustainable economic develop-
ment".47

8.1 Toward a European-Arab Zone of Political Stability and

Security

The Commission argues that the main target of peace and stabi-
lity in the Mediterranean region should be supported by all
available instruments including foreign and security policy.
The EU should "as far as possible” act as a whole and aveoid
uncocrdinated member country initiatives.48 The Commission
recalls the declaration of the European Council of 1992 in
Lisbon, stating that the Southern and Eastern border regions of
the Mediterranean and the Middle East are of wvital interest to
the EU as regards security and scocial stability. "The actual
political, economic, and social conditions in many of these
countries threaten their stability and lead to mass migration,
fundamentalist extremism, terrorism, drug problems and organi-
zed crime."49 Priority should be given to the political dialo-
gue with emphasis on human rights, democracy, good governance,
rule of the law, and non-proliferation of non-conventional

50
weapons.

The dialogue has in fact intensified after Morocco's request
for EU accession in 1987, and its plea for a EU treatment simi-

lar to the Visegrad countries. The Commission signalled general

47
48
49
50

Ibid., p. 8.
Ibid.

Ibid.

Ibid., p. 8-9.
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openness, but also its preference for joint negotiations with
the Maghreb group as a whole, hopefully enlarged by Egypt.

The Commission also proposed a code of conduct to mediate con-
flict. In addition confidence-inspiring measures in the politi-
cal and military spheres are suggested in cooperation with the
West European Union (WEU} and its transatlantic partners. The
EU 1is also prepared to offer its good services in cases of
internal conflict in Arab countries. An early warning system is
called for to identify potential conflict and impending desta-
bilization.”

8.2 A New Series of Agreements

Since 1992 the EU has been in the process of negotiating a
closer integration of the Maghreb countries and Egypt into the
emerging European free trade system. A new Euro-Mediterranean
Agreement has been concluded with Tunisia and Morocco in 1995,
and negotions with Egypt are under way.

The EU-Tunisia Agreement of April 1995 typically contains the
essential elements of the long-term cooperation pattern envisa-
ged by the EU Commission. After a transition period of twelve
years, Tunisia is to be fully integrated into the European eco-
nomic area. A political dialogue is being institutionalized. An
association council 1s supposed to take decisions based on
recommendations of a committee. The essential element is the
free exchange of manufactured goods, whereas the treatment of
the sensitive fields of agriculture and services have been
postponed to further negotiations in the year 2000. Tunisian
industrial products will continue to be subject to preferential
EU treatment. A new feature 1is the reduction of Tunisian
customs duties for European manufactured goods. They will be
completely eliminated for products such as investment gcods and
semi-finished products which are not being produced in Tunisia.
For a second group, not being manufactured in Tunisia either
and making up some 28 percent of Tunisian imports from the EU,

51

Tbid., p. 9.
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customs duties will be phased out over a period of five years
by an annual 20 percent. For a third group of goods manufactu-
red 1in Tunisia which are relatively competitive and which
represent 30 percent of Tunisian imports from the EU, customs
duties are supposed to be eliminated within twelve years by a
twelvth p.a. For a fourth product group manufactured in Tunisia
and making up 29% of Tunisian imports from the EU, customs
duties shall be phased out beginning five years from now over a
period of eight years. Here the adaptation to international
competitiveness shall be supported by EU promotion programs. A
positive impact of these EU assistance measures is a condition
for the overall time schedule. In addition, the Tunisian
government is entitled to postpone the liberalization steps for
specific products for a limited period.

The EU promotion programs include technical assistance for

Tunisian enterprises, modernization of the plants, consulting
. 52

and training.

The Agreement also envisages Euro-Tunisian cultural coopera-
tion.

The costs of adjustment for the Tunisian economy will be sub-
stantial. Tunisian officials estimate investment needs for
business modernization of US$ 2.5 billion over one decade,
hopefully coming from European investors. Tunisians are aware
that they have no other option than full integration into the
European economy which already absorbs almost 80 percent of
Tunisia’s foreign trade,

The EU maintains guotas for Tunisian olive o0il, trousers and
cotton T-shirts. But there are substantial Tunisian export
opportunities in other fields. However, Tunisian business cir-
cles expect that some 50 percent of the enterprises will not be
able to stand the enlarged competition. E.g. Tunisian assembly
plants for washing machines and refrigerators from foreign
supplied parts may be abolished completely when present import
restrictions on these items have been lifted. The actual unem-

> Nachrichten fiir den AuBlenhandel, November 30, 1995.
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ployment rate of 15 percent 1s expected to rise. Tunisian
entrepreneurs will meet difficulties in all fields where Euro-
pean high-quality mass production will get access to the
domestic markets. They will have to specialize on particular
market niches.

After three years of negotiations, a similar agreement was con-
cluded with Morocco in November 1995. Major disputes dealt with
fishing rights53 and canned sardines wvis-a-vis Spain and Portu-
gal, exports of cut flowers to Germany and the Netherlands -
allowed to enter the EU between the end of COctober and the end
of March - and exports of tomatces to Belgium.54 Similar to the
Agreement with Tunisia, the Agreement with Morocco includes a
close political dialogue, an enlarged economic, social, cultu-
ral and scientific cooperation, a step-wise reduction of trade
barriers aiming at a Free Trade Area, and EU technical finan-
cial assistance in modernizing Moroccan industry. For manu-
facturing goods, customs duties on Moroccan imports from the EU
now at an average of 30 percent (for some products up to 220
percent) will be phased out over a period of max. twelve years
with a few exemptions. EU market access for Moroccan agricultu-
ral products and processed foodstuffs will be improved. The
Agreement will be subject to revision in the year 2000.55

Also in November 1995 a trade and cooperation accord was signed
by the EU and Israel which replaced the previocus agreement of
1975, against concerns raised by Spain over oranges, by Austria
over apple juice, France over fole gras and maize. In a sepa-
rate agreement Israel was allowed to sit on EU research and

development committees, although without the right to vote. .

The customs union between the EU and Turkey has helped to speed
up hnegotiations on the third Asscciation Agreement of the EU
with a North African country, i.e. with Egypt (after Tunisia

and Morocco - so far not considering Algeria and Libya for

53 \ '
A special four year fishery agreement was concluded in

November 19595.

Financial Times, November 10, 19395,

Nachrichten fiir den Aullenhandel, November 20, 19295.
Financial Times, November 21, 1985,

54
55
56
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political reasons). Again, the goal is a Free Trade Area after
a transition period of twelve years. The ongoing negotiations
have been more difficult than expected because of Egyptian
agricultural exports to Europe and free access of EU manufactu-
ring products to the Egyptian market. The EU is Egypt’s most
important export market. The recent establishment of a customs
union between Egypt’s major rival Turkey and the EU has opened
up a privileged access of Turkish goods to the Eurcpean Market.
Both countries compete with similar products, particularly in
textiles. Generally, Egyptian industrial products have unlimi-
ted access to the EU, but textiles and agricultural products
are excluded. Egypt also competes with Turkey with regard to
private foreign investment, where the customs wunion gives
Turkey another advantage. Thus, Egyptian negotiators in Brus-
sels are under pressure.57 Turkish industry has been exposed to
structural adjustment since the World Bank and IMF programs in
the 1980s, and this process will speed up with the customs
union, whereas Egypt with its less effective structural
adjustment programs58 has kept its private and its large public
sector protected behind high tariff and non-tariff barriers. It
will be far more difficult to implement effective EU support
programs for the Egyptian industry than for the enterprises of
Tunisia and Morocco operating in a far more outward-looking

macroeconomic environment.,

Similar problems will arise when it comes to EU negotiations
with Syria, in addition to the problematique of the countries
directly involved in the Middle East Peace Process.ﬂ EU rela-
tions with Algeria and Libya will be subject to internal poli-

tical development in the respective countries.

8.3 Economic and Social Development Perspectives

The European Commission is aware that without a marked improve-

ment of their development performance the Arab countries will

Nachrichten fiir den AuBenhandel, December 18, 1985.
Weiss 1991, pp. 13 f.
Weiss 1995b, pp. 6 f.
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not be able to supply their growing population with employment,
income and acceptable standards of education, public health,

R 50
low-cost housing, etc.

Major issues are

- a reform of the economic policy framework of the Arab coun-
tries, and the respective streamlining of their administra-
tive rules and regulations,

- an improvement of their international competitiveness,

- the creation of incentives for a substantial increase of
private European direct investment,

- the encouragement of a large variety of decentralized net-

works to improve mutual understanding on both sides of the
Mediterranean.

The Arab countries, pressurized to adopt a large number of

trade-related EU rules and regulations with regard to customs,

norms, competition, intellectual property, liberalization of

services, free flows of capital, etc., demand for their part

- supportive measures and financial assistance for the moder-
nization of theilr industries during a period of transition
and structural adjustment,

- improved EU market access for their agricultural exports,
and

- a reliable EU contribution to the social cost of structural

adjustment.61

The long-term vision of the EU is a Euro-Mediterranean Free

Trade Area by the year 2010 with

- free trade for almost all manufactured goods on the basis
of reciprocity in line with WTC regulations,

- preferential access on the basis of reciprocity for agri-
cultural products essential for both sides, and

- free trade among the NMCs themselves.

Cyprus, Malta, Turkey and Israel are heading this process both
with regard to the West and East European markets and among

€0
Kommission 19%4, p. 1l1.

Ibid.
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themselves. Cyprus and Malta are preparing their accession to
the EU.

The Commission is aware that particular measures will be neces-
sary with regard to the poorer Mediterranean EU member states
which will be exposed to competing Arab products such as citrus
fruits, olive o0il, clothing, etc. Similar conflicts arose when
Portugal, Spain and Greece joined the Community and then dis-
rlaced former EU imports from NMCs.

8.4 Financial Assistance

In the last decades the impact of foreign aid on Third World
economic development has grossly been overestimated. Countries
with scarce resources managed to turn into NICs, whereas coun-
tries with substantial financial surpluses have not been able
to arrive at internationally competitive industries. A number
of aid recipients have relied too heavily on sustained foreign
support rather than on the full mobilization of their domestic
resources, particularly of the promction and efficient use of
their human capital within a suitable framework of economic,
social, cultural, and political conditions favorable to creati-

vity, innovation and entrepreneurship.

Nevertheless, an essential rise of financial ald to the Arab
countries 1is considered to be necessary. According to the
Commlission, EU aid shall deal with five major items:

- Support of modernization and structural adjustment in coun-
tries ready to open their markets within the framework of
new Association Agreements as concluded with Tunisia and
Morocco,

- acceleration of economic modernizaticon in less successful
Arab countries to prepare them for a liberalized Euro-Arab
trade,

- suppert of regional cooperation among Arab countries, inter
alia with regard to environmental protection,

- intensified cooperation across the Mediterranean and among

NMCs themselves in a variety of economic, social and cul-
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tural fields (universities, research centers, local admini-
. . 62
stration, townships, NGOs, etc.),

- support of the Middle East peace process.63

The EU Commission is aware that its aid volume is quite limited
as compared to the needs. All the more a comprehensive politi-
cal dialogue with the recipient countries is to help to focus
aid to their specific needs and priorities. In addition, the
Commission calls for a better coordination of EU assistance
with the World Bank, the IMF, and with the bilateral aid of the
EU member states.64

8.5 Other Fields of Cooperation

The Commission argues for a broad network of additional areas

of cooperation:

- A permanent dialogue on trade- and investment-related regu-
lations (taxation, norms, customs);

- industrial sourcing, transfer of technology, professional
training, joint ventures;

- energy transmission systems, energy-saving technologies,

renewable energy resources, and solar energy;65

- protective labor legislation, safety measures, labor rela-
tions, social security;

- environmental protection (particularly with regard to the
Mediterranean Sea), erosion, desertification;

- integrated water resource management, population policies,

urban agglomeration:

62 . R . . . . .
In international comparison, Arab disposition for regional

cooperation has been smaller than in Africa and Latin Ame-
rica as a result of ideological disputes, political insta-
bility, military conflicts and large differences in the
level of development. Cf. Borrmann/Fischer/Jungnickel/
Scharrer 1995, p. 127.

Ibid., p. 13.

Kommission 1994, p. 13.

For a comprehensive appraisal of Eurc-Arab cooperation in
supplyving solar energy to Europe on a large scale see:
Diekmann/Gierer/Krupp/Pinkau/Queisser/Schafer/Schaefer/
Stephan/Weiss/Witt 1991, pp. 218 f.

63
64
&5
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- information and communication technologies, standardiza-
tion, and a related legal provisions;

- cooperation in the fields of transport, banking and other
services;

- liberalization of capital markets;

- scientific cooperation:

- tourism;

- problems of illegal immigration, terrorism, and organized
crime;

- joint EU-NMC strategies against drug production and drug

66

trade.

8.6 EU Policy Conclusions

The EU envisages a process of growing EU-NMC interaction. The
new Euro-Mediterranean agreements with Tunisia and Morocco are
essential moves toward a Mediterranean free trade =zone. The

talks with other countries are to be carried on.

The Commission makes it clear that this strategy will require
"a certain flexibility of the EU Council, especially with
regard to agricultural trade and financial assistance". A com-
prehensive EU-NMC cooperation program (comparable to the PHARE
program for Eastern Europe)67 with an aid volume of ECU 4.685
billion (originally proposed 5.5 billion) between 1995 and 1999
is to be supplemented by EIB loans, contributions made by other
international finance institutions, and bilateral aid of the EU
member states.68

The overall policy outline has been formulated at the summits
of the EU chiefs of governments in Korfu (June 19924), Essen
{December 1924), and Cannes {Juni 1995) emphasizing political
reforms, human rights, freedom of expression, economic growth,
soclal development and regional integration, and EU suppert for

the transition process. At the conference of Barcelona in

*  Kommission 1994, p. 14.

See para 11 of this paper.

*®  Kommission 1994, p. 16-17.
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November 1995, the long-term strategy has been discussed with
Morocco, Algeria, Tunisia, Egypt, Syria, Lebanon, Jordan, Pale-
stine, Israel, Turkey, Cyprus, and Malta and formulated in the
Declaration of Barcelona. The long-term strategic perspectives
of a Euro-Mediterranean partnership have been discussed.

9. Alternative Scenarios

s.1 Scenario One: "Cautious Official Optimism®

The general EU policy outline may be characterized as '"Cautious
Official Optimism". Apparently, it is just one possible option
among others. The strategic goal of a European-Mediterranean
zone of peace and security based on economic well-being and
promoted by a free trade zone implicitly assumes that develop-
ment policies in the Arab countries will turn out to be fairly
successful by the end of the decade, that additional employment
opportunities will emerge and income levels will reach
acceptable levels, that internal political stability can be
maintained or regained, and that major political chaos and mass
migration to Europe can be avoided. In the following, we refer

to this perspective as the official "Scenario One".

However, none of these implicit assumptions can be taken for
granted, and the Commission itself refers to World Bank projec-
tions of a widening income gap between Europe and the majority
of the Arab countries.

The Commission is, of course, aware of the impending uncertain-
ties as to the future economic performance of its Arab part-
ners, but - understandakly - avoids blunt assessments and their
diplomatic i1rritations. As discussed in para 4, its mandate
with regard to peolicy design and executive power is limited. As
a result, the Commission tends to formulate policy proposals
which try to anticipate the foreseeable compromise within the
EU, i.e. usually reduced to the minimum common denominator and
in careful rhetoric.
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It is clear that the EU Commission cannot explicitly address
the risk that the envisaged Euro-Arab partnership will not be
able to neutralize dangercus tensions in the medium run. Rela-
ted scenarios cannot be elaborated. Diplomatic jargon does, of
course, make sense in international politics. However, it is
less helpful when it comes to sensitive core questions, the
clarification the controversial issues and an analysis of the

scope of feasible action within a set of sensitive constraints.

As a matter of fact, a number of divergent scenarios can be
envisaged and should indeed be considered. They may lead to
substantially different EU policy strategies to be discussed in
order to clarify the issues and to broaden the conceptual base
of long-term policy options available to the EU. Apart from the
implicit official EU "Scenario One" one can basically distin-
guish three additional scenarios if alternative assumptions as
to essential constraints are considered. Major constraints
relate to, firstly, the development performance of the Arab
countries, secondly, to the willingness of the Eurcpean politi-
cal public and electorate tc support a comprehensive European
response to the mounting economic, social and political
problems of the Arab World, and thirdly, to the uncertainties
of climatic change.

9.2 Scenarioc Two: "General Malaise"

Here we assume that the economic performance of the majority of
the Arab countries will by and large remain as unsatisfactory
as in the past for the same well-known reasons: basically the
obstacles to the full productive use of the human factor, of
its creativity and its innovative potential.69 As addressed
above, these were the crucial elements of development success
in NICs rather than the availability of financial resources as
demonstrated in a number of OPEC countries as well as in
various resource-rich non-oil countries in Africa like Zambia

or Zaire. Technical and managerial capabilities in the majority

* Cf. Weiss 1995a.
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of the Arab countries have not been able to keep pace with the
successful NICs, particularly those of the Far East.

The full activation of the human potential depends on the poli-
tical and socio-cultural milieu which encourages or rather
obstructs entrepreneurship and human creativity at large. This
framework essentially includes political rights, freedom of
thought and of expression, social acceptance of critical and
self-critical thinking, and a positive attitude toward
questioning established views and authorities.70 Irrespective
of prevailing ideologies, socialist or feudal rule, persistent
cultural patterns in the Arab World have not been favorable to
an appreciation of independent minds in a civil society, let
alone to an explicit and forceful encouragement of their intel-
ligentsia to challenge established ways and means in favor of

socio-economic inncovatioen.

On the contrary, various forms of political pressure are on the
rise, and the overall environment is not conducive to an inno-
vative drive neither in oil rich feudal systems restricting
freedom of political expression and free flows of communication
nor in former socilalist countries like Algeria, Syria and even
Egypt (which introduced a new system of press censorship in

1995) . Even Morocco risks a set-back.

Considering these tendencies, Scenaric Two assumes that there
will be no substantial positive deviation from the overall Arab
development performance of the past with the result that GNP
growth rates will continue to be insufficient to allow for a
sizeable increase of per capita incomes. Populaticon figures
will continue to grow albeit with slightly declining rates
(Tab. 1), and will add to environmental deterioration. Scenario
Two therefore assumes that unemployment and social unrest will
rise, and that pelitical instabkility is imminent, whatever form
of political reaction will eventually emerge - within or beyond
the present spectrum of feudal or military, presidential or

fundamentalist rule. It remains to be seen how various regimes

" Weiss 1992b, pp. 4. Weiss 1993a, pp. 11f.



32

will cope with rising mass dissatisfaction in the face of limi-

) . 71
ted options and constrained scope for manceuvre.

At any rate, Scenario Two calls or a fairly different range of
EU policy considerations. Before turning to possible EU stra-
tegy options, we delineate Scenaric Three.

8.3 Scenario Three: "New Dualism

Whereas Scenario Two assumes a general economic and social
decay and sweeping political unrest - éventually suffocated by
hard-handed suppression, Scenario Three focusses on the current
phenomenon of newly emerging islands of rapid economic and
technological progress within Arab countries amidst depressing
poverty and a further decline of the coverage of the public
social services - both trends accelerated by the ongoing stabi-
lization and structural adjustment programs. Egypt is a case in
point: Efficient infrastructural facilities {e.g. Suez Canal
Authority) and modern private sector factories (e.g. joint ven-
tures with Korean electronics firms in the new satellite towns
such as Tenth of Ramadan} coexist with desolate public sector
enterprises and organizations. The overall result 1s the emer-
gence of a new economic elite on the one hand and mass empove-
rishment on the other, with a new dualism in economy and
soclety. The rich segment has established workable links to the
international technological system and participates in its
innovative thrive, whereas the poor segment is struck by tech-
nological and economic stagnation and continued disguised unem-
ployment in the overstaffed public sector. An increasing por-
tion of the urban dwellers and particularly of the rural
migrants seek their sustenance in the informal sectors of the

metropolitan areas.

Scenario Three assumes that modern segments, regions and sub-
sectors coexist with sweeping stagnation, social degradation,
and rising mass poverty leading to political tension. This
situation may invite suppressive power structures - be they

71

Weiss 1993b, pp. 66-70.
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feudal, presidential or bluntly military - politically allied
to the high yielding segments of the economy. The risks of
political unrest may be even higher than in Scenarioc Two. EU
decision-makers will find it difficult to deal with these phe-

nomena, apart from some limited social sector support programs.

9.4 Scenario Four: "Ecological Deterioration™

Climatologists caution that a limited number of observations
are not sufficient to prove long-term changes of weather and
precipitation, although substantial fluctuations have been wit-
nessed in recent years. The Sahelian countries, the Arab World
and Southern Europe have been struck by environmental dete-

rioration, water shortages and increasing desertification.

Scenario Four assumes that these phenomena will continue at
least for the next decade. According to various climate fore-
casts, parts of North Africa may be exposed to a Saharan desert
climate, whereas Southern Europe may have to face present
Maghrebian weather conditions. This would have far-reaching
consequences for sustainable forms of agriculture, water mana-
gement, environmental protection, and migration., Scenario Four
would call for other priorities of EU cooperation policies than

those presently considered.

A number of additional scenarios can be delineated. But in the
following we restrict the analysis to the scenarios presented
above which already indicate that "Cautious Official Optimism®

may not be sufficient to arrive at feasible EU policies,

10. Policy Options
10.1 The Official Response to Scenario One
Scenario One 1is based on "Cautious O0©fficial Optimism". Its

assessments of future development perspectives use a diplematic
wording acceptable to the Arab partners, although EU professio-

nals are well aware of the inherent risks. The rationale of a
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very large political-bureaucratic organization leads to a
situation in which official jargon restrains the scope of eli-

gible policy alternatives. Language creates a new reality.72

The EU aims at a Euro-Arab free trade zone by the beginning of
the next century. The major EU policy tools are the new series
of Euro-Mediterranean Free Trade Agreements as with Tunisia and
Morocco offering and demanding trade concessions, supplemented
by financial and technical assistance in various sectors con-
ducive to economic and social development which may hopefully
help the Arab countries to become internationally competitive
partners in a common "Mediterranean zone of peace and stabi-
lity". At the same time, the Commission deplores the scarcity
of financial assistance and the protectionist tendencies of the
EU vis-a-vis Arab products which are already competitive ({(agri-
cultural products, textiles etc.).

Other scenarios lead to fairly different policy options. For
the sake of analytical clarity, it may be helpful to identify
essential elements of these deviating policy alternatives.

10.2 Extended Policy Options for Scenario Two

Scenario Two assumes a continuing "General Malaise" where sub-
stantial development achievements are not forthcoming rapidly
enough. It will take time to arrive at Free Trade Agreements
with the majority of the Arab countries - apart from Tunisia
and Morocce - and the EU Commission itself envisages a time
span to the year 2010 for the implementation of this process.
The mutual trade concessions are subject to debate, and pro-
tectionist interests will not easily be overcome, also on the
European side. Hence, the Free Trade concept proposed by the
Commission will have no immediate impact on the development

performance of the majority of the Arab countries.

How should the EU deal with a deteriorating socio-economic
situation giving rise to increasing political tension? We may

" Weiss 1973, pp. 84-85.
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exclude the alternative of terminating EU cooperation policies
altogether, basically for geopelitical reasons. As EU trade
concessions will not rapidly be forthcoming, and certainly not
in the field of agricultural products, EU cooperation policies
will be centered on aid through official budget lines (QODA) and
access to EIB loans. Therefore, the following observations
focus on the aid aspect.

10.2.1 Option A: "Business as Usual"

We suppose that actual aid policies are carried on within the
framework of the Financial Protocols to the end of the 1990s
and beyond without substantial additional increases (see Tables
2-4, Annex). Generally, a "Business as Usual" approach is not
necessarily unappropriate per se. It can make sense as a
reflection of a complex web of constraints both on the donor
and the recipient sides. "Option A" can be a feasible strategy

of keeping operations going and keeping future options open.

Prog: Conflict minimization and continuation of established
routines. Their value should not be underestimated in view of
increasing structural adjustment problems within the EU itself
and many additional strains when it comes to an EU East
enlargement.

Cons: The established size and content of cooperation will not
be able to turn the tide of increasing socio-economic decay in
the Arab countries. Thus, "Business as Usual" may accompany us
right into an untenable situation. This could lead to a back-
lash in the European public as to the general acceptance of
development cooperation. There 1is already a debate on the
"crisis of legitimacy"73 cf foreign aid in European donor coun-

tries.

7 Scientific Council 1995, p. 10.
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10.2.2 Option B: "More of the Same"

Option B 1is the enlarged version of Option A, possibly as a
result of growing awareness in the European public of critical
economic and political trends in the Arab World. The EU member
countries may make more tangible aid contributions for crash
operations, food-for-work programs, employment measures, small
and medium industry and public works, general budget support,
debt relief, etc.

Pros: Short-term relief for EU decision-makers, also from

possible public European pressure for noticeable action.

Cons: As for Option A, Additional problems of implementation of
programs and projects as in the past as a result of a larger
financial volume. An even stronger effect on recipient coun-
tries to postpone effective self-help efforts and to shift
responsibilities to the donor side.

10.2.3 Option C: "Technological Competence”

Foreign assistance cannot replace the countries' own efforts,
particularly in grassroot development and infrastructure on low
and medium levels of technology which are usually available in
the recipient countries. Meanwhile, large areas of education
and training, agriculture, small and medium-scale industry can
be managed by the countries themselves. Option C means concen-
tration of EU aid on sectors where technological support is
really needed and where the EU and its member states have a
superior technological competence, e.g. in the field of envi-
ronmental protection.

Pros: Concentration of EU assistance on specific technological
bottlenecks with substantial spill-over effects. More efficient
project implementation in clearly delimited fields of advanced
technology. Political benefits of supplying forms of assistance
which are highly esteemed by the recipients and which have a
great symbolic value from the Arab perspective, e.g. coopera-

tion in solar energy both for large-scale industrial use within
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an integrated Euro-Arab transmission network by activating
desert areas in the Maghreb.74

Cons: Reduction of the sectoral variety of EU aid and its broad
institutional contacts in the recipient countries. Opposition
among "Third World Groups" in the European public insisting in
direct measures to fight rural and urban poverty (however,
without taking into consideration the sheer numbers of empove-
rished people and the difficulties to reach the target

75
groups) .

10.2.4 Option D: "Islands of Efficiency”

In an environment of economic stagnation, increasing social
frustration and political tension, a possible course of action
could be to focus EU assistance on restricted areas and subsec-
tors in Arab countries where useful and noticeable contribu-
tions can be made without, however, c¢laiming that foreign aid
is able to replace major efforts of the recipients themselves.
Aid measures may include support of institutions of higher edu-
cation, common applied research projects on agricultural and
environmental issues, maintenance of essential public infra-
structural functicns etc. Option D aims basically at a with-
drawal to islands of efficiency linked with a positive public
response 1in the recipient countries without unrealistic
expectations {(also in the European public) that foreign aid can

solve the problems of underdevelopment.

Pros: EU assistance 1is relieved from untenable expectations
among Third World activist groups in EU member countries as to
"eradication of poverty" and can focus on efficient projects
with limited but attainable objectives.

e See recommendations presented by the Berlin Academy of

Sciences. Diekmann/Gierer/Krupp/Pinkau/Queisser/Schafer/
Schaefer/Stephan/Weiss/Witt 1991, pp. 218 f.

See for the current German discussion on direct wversus
indirect forms of poverty-oriented aid: Scientific Council
1985, pp. 9 £f.

75
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Cons: As for Option C, resistance of political groups in the EU
committed to comprehensive aid activities with emphasis on the
grassroot level and marginalized people.

10.2.5 Option E: "Open EU Markets™

Here we assume a shift in the Eurcpean public awareness, for
instance as a result of dramatic events demonstrating the EU's
immediate vulnerability by crises in the Arab World. Though
highly unlikely, this might'lead to a EU-wide support for an
unlimited access of Arab products starting with the elimination
of the protectionist rules of the Common Agricultural Market.
This would mean immediate and substantial incomes for Arab
fruit and vegetable growers and a transfer of millions of jobs
to Arab lands (with corresponding losses of sales, employment
and income especially in the southern EU member states). This
trade liberalization is the declared long-term policy of the
Commission. It would be the most efficient form of assistance.
However, in spite of its official stand (at least in its Direc-
torate General IB in charge of EU-Arab relations), the EU is
far from such a determined move of turning its fairly rhetoric
position into practice now - and not in one and a half decades
at best when Arab populations have probably grown by another 40
percent with foreseeable social implications.

Option E includes EU technical, managerial and marketing assi-
stance to help Arab industrial producers to become competitive
in the Common Market, also with goods which are so far con-
sidered to be "sensitive" from the European perspective. Higher
Arab industrial exports would be possible, partly as a result
of general trade creation in a larger market, and partly as

trade diversiocn at the expense of European jobs and incomes.

Pros: The overall outcome would be a substantial transfer of
jobs from the EU to the other side of the Mediterranean, and a
real step toward free trade as reiterated by the EU Commission.
Cons: It is hard to imagine that the losers not only in the

European Scuth {and in future years eventually in the East)
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would agree to this transfer of jobs and income for the sake of
a common solidarity and an avoidance of spill-over effects from
social upheavals in the Arab World. The European losers would
probably demand compensation payments within the EU. The
present awareness of the European electorate is far from a com-
prehensive perception of the impending international issues of
redistribution vis-&-vis the Arab World and less affluent Euro-

pean member countries.

10.2.6. Option F: "Grand Design of a European-Arab Security
Partnership"

Potential soclal and political crises in the Arab World
represent an immediate threat to EU security. Similar dangers
exist for the oil-rich Gulf countries as demonstrated by the
Iragi invasion of Kuwalt in 1991. Thus, the GCC states and the
EU have a common vital interest in the economic and social sta-
bilization of Arab non-OAPEC countries.

After World War II the United States played a crucial role in
Europe by giving an economic guarantee for peaceful common sur-
vival (Marshall Plan), and a security guarantee in the process
of Eurcopean unification (fears of France and other West Euro-

pean countries with regard to German recovery).

The EU could assume a similar role with regard to a peaceful
development process in the Arab World as part of a closer
inter-Arab regional cooperation. Within its concept of a Euro-
Mediterranean zone of peace and security, the European Commis-
sion has made substantial moves to support regional cooperation
among the Maghreb countries. It has also urged the countries
involved in the Middle East peace process to join forces for
reconstruction, and has supported such moves by European aid
programs and projects of high economic and symbolic importance
such as Jjoint water supply for the new Palestinian entity, Jor-
dan and Israel. These measures can be conceived as steps
towards an economic security guarantee for the whole region -

below the military security guarantee which is being considered
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to be part of the U.S5. engagement in the region, although Ame-
rican commitents made during the second Gulf war as to a more
balanced approach to Israeli vs. Arab claims have not been
fully implemented.

The EU involvement 1s restricted to the economic domain below
the military threshold, offering a European contribution to a
reliable sustenance for all countries involved. They should
feel sure that steps toward political coexistence can be taken
without fears that some participant countries might become eco-
nomic losers in the process of economic adjustment. Economics
of agglomeration and marginalization usually work in favor of
the strongest partner.76

Option F means a comprehensive development approach within the
framework of a joint GCC-EU effort in favor of the Arab non-
OAPEC countries. This would require total annual transfers to
Syria, Jordan, Lebanon, Israel, Palestine and Egypt in the
magnitude of some US$ 10 billion over a decade to finance a
thorough modernization and development process of the region as
a whole (with largely inefficient public sectors in Egypt and
Syria) and a social security net for some 50 percent of the
actual labor force in the public and parastatal domains which

may be released during the reform process.

Pros: A fundamental economic reform and a sustainable political
coexlstence appear to be possible.

Cons: Option F seems to be still less realistic than Option E
as to the reaction of the European political public. The reci-
pient structures with regard to the absorptive capacity for a
much larger aid volume are weak. And the GCC countries seem to
be far from sharing a much larger part of the burden than in
the past on a sustainable medium-term basis. However, impending
dangers may require nothing less than a completely new dimen-

sion of joint Euro-Arab strategies of common survival.

76

Weiss 1995b, pp. 5-7.
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10.3 Scenario Three

Scenario Three puts emphasis on the emergence of a ,New
Dualism" with newly mushrooming modern segments on the one hand
and a sweeping mass poverty on the other. How would the Options

A to E fit inteo this scenario (see Table 8, Annex).

Apparently, Options C ("Technological Competence") and D
("Islands of Efficiency™) would rather accelerate this dualism.
We have learned that trickling-down effects from the modern

core sectors are usually not forthcoming.

Particular EU aid strategies would have to be designed to
balance the economic forces which cause a growing marginaliza-
tion of ever larger segments of the economy and society while
remaining aware of the limited possibilities of foreign donors.
But it still appears to make sense to develop an additional
Option G "Social Sector Support". It is clear that it is beyond
the operational range of foreign aid to finance large parts of
the social sectors in the Arab World. The most ambitious
attempts so far have been made by the so-called Social Funds as

part of the structural adjustment programs engineered by the
World Bank. Even with financial volumes in the magnitude of USS
500 million for employment programs, small-scale industry pro-
motion etc., the impact on the sccial situation in countries

77

like Egypt has been disappointing.

Apart from financial funds, conceptual assistance can be use-
ful, for instance in designing cost-efficient supply systems
for low-cost housing, education and health services, manageable
(and preferably simple) social security nets, mobilization of

self-help efforts, and non-conventional forms of savings.

Pros: Crucial problems of social cohesion and political wviabi-
lity are directly addressed. Experience from Europe's own
history of social networks on the one hand and successful prac-

tice in other Third World countries on the other can be used.

"7 Nour 1995, pp. 15 f.
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Last but not least, Option G has a political appeal as it deals
with essential problems of human survival.

Cons: The problematigue is beyond manageable proportions. Hopes
cannot be fulfilled, the overall results will be less than
satisfactory. The EU risks that the Arab public may perceive
its mass poverty as a European problem, and that Arab govern-
ments may be inclined to shift the responsibility to the EU.
The donor side gets involved in highly sensitive issues, e.g.
birth control, conflicts on distribution, and internal power
struggles.

10.4 Scenaric Four

Scenario Four focusses on the possibility of further ecological
deterioration, water scarcity and desertification. None of the
previous Options A to & have ewplicitly dealt with this per-

spective which may lead to mass migration.

Therefore, we add Option H "Environmental Protection". Its

policy elements include technical assistance to establish
incentives for water savings, responsible water and resource
management, renewable energies, reforestation, and related
research efforts. Components of Options C ("Technolcgical Com-

petence") and D ("Islands of Efficiency") can be incorporated.

Again, it cannot be the task of EU assistance to "solve" the
environmental problems of the Arab World in the years to come.
The EU contribution should be efficient; in some areas it could
become even symbolically spectacular ({(e.g. in the field of
solar energy). However, responsibility for the problematique
and its uncertain outcome must remain on the Arab side.

Pros: Option H offers a meaningful, technologically competent
contribution in a field where various EU members can supply
internationally leading techniques. Joint Euro-Arab R&D activi-
ties on the front of essential fields of science and technology

would create substantial political goodwill and would build
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Arab self-esteem when R&D professionals of both sides are
acknowledged as equal partners.

Cons: Option H addresses highly sensitive issues involving
problems of redistribution of arable land and water, and migra-
tion within Arab countries.

So far no feasible concepts are being discussed as to how the
EU should react to the eventuality of mass migrantion from the
Arab World.

10.5 Second Thoughts

In addition to the EU "official line" we have tentatively deli-
neated three additional scenarios with emphasis on particular
problem areas: increasing mass poverty, the emergence of a new
dualism, and ecological deterioration. This may help to clarify

possible futures and available EU policy options.

Eight policy options - partly implemented by the Commission -
have Dbeen formulated with emphasis on selected issues:
"Business as Usual", "More of the Same", "Technological Compe-
tence", "Islands of Efficiency", "Grand Design of a European-
Arab Security Partnership®, "Social Sector Support”, and
"Environmental Protection”. ©Neither the scenarios nor the
options are meant to cover the full range cof possible action.
Instead, they try to highlight different aspects of the overall
problematique which may gain importance in the vyears to come,
and which -~ for good reasons - are not bluntly addressed in the
various EU policy outlines for general public use. Easy solu-
tions do not exist. Future Euro-Arab coexistence is just one of
the many international policy areas of high complexity and

substantial risks.

The "Cautious 0Official Optimism" of the EU is a feasible option
since it reflects the existing parallelogram of power, resour-
ces and constraints. It would be naive to formulate abstract
goals rather than to start from the given constraints.
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But on the other hand, the "Cautious Official Optimism" may be
a companion to increasing social turbulence in the Arab World.
The EU calls for effective action, but it cannot overcome the
constraints inherent in the Brussels power structure and a
stubborn resistance from other EU policy areas, particularly
the protectionism of the Common Agrarian Market.

Being aware of these constraints, the EU Commission still calls
for free trade, but does not expect that the Scenarioc E ("Open
EU Markets") can be implemented in the next few years. Scenario
E would substantially and immediately improve the economic and
soclal situation of many Arab countries, particularly if
applied to a free access of Arab agricultural products to the
EU market. The EU Commission confines itself to refer to this

problem in careful diplomatic wording.

If we assume that substantial moves of the EU toward a reduc-
tion of protectionism or even toward a comprehensive "Grand
Design™ (Option F} will not be forthcoming, the Gulf countries
will not be inclined to Join hands in favor of their Arab
brethren beyond the actual financial transfer volume, and the
development efforts of the Arab non-OAPEC countries will con-
tinue tc lag kbehind the performance of their competitors in the
Far East and the NICs of Latin America (Scenaric Two}, then a
more limited "second best" EU approach would be feasible as
delineated in Options C ("Technological Competence") and D
("Islands of Efficiency™).

If we look at particular problem areas like the new dualism and
environmental deterioration (Scenarics Three and Four), the
related Options G {"Social Sector Support") or H
("Environmental Protection") seem to be feasible, again keeping
in mind realistic constraints right from the beginning. A
medium-term vision should be combined with clearly defined pro-
grams and projects visible for the Arab public and achieving
noticeable and efficient technical results as well as political
goodwill - in the Arab World always linked with a sensitive and



45

precarious self-esteem as a heritage from its old confrontation

with the West and its recent embarassment from the Far East.73

The problems ahead cannot be solved in the conventional sense.
Partly they are beyond manageable proportions. Intelligent pro-
blem "handling" rather than problem "solving" is the actual
challenge. An implementation of this sort of policy approach is
difficult enough within a national donor administration vis-a-
vis an electorate which has become accustomed to unrealistic
promises of their politicians. In Europe at least, voters still
expect the state to deliver "solutions" and to guarantee all
sorts of "consumption".

It is still more difficult to implement this approach of
"problem handling" within the EU with its much wider range of
perceptions, goals, constraints and its difficulties to formu-
late and implement coherent and consistent policies subject to

. . . 79
the institutional weaknesses.

The EU and its member states will face difficult years. It will
not do to shy away from painful decisions and their costs. It
is essential that some sort of responsible power center will
emerge to face the ever increasing internal and external com-
plexity which challenge the Commission's capacity to absorb
relevant information and to arrive at feasible policy reacti-
ons. The field of Euro-Arab relations is just one arena among
many others like Eastern Europe, the Balkans, the relationship
with the Far East, and Sub-Saharan Africa.

It is equally essential to etablish a sound legitimacy vested
in the European Parliament in order to be able to articulate
realistic policy alternatives in weighing attainable goals
against their constraints, c¢osts and probable outcomes. Hun-
tington's "clash of civilizations™ is not an unrealistic scena-
rio. It 1is one among others calling for responsible action

based on an awareness of the critical historical situation.

78

e Weiss 1986, p. 381.

See para 4.
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11, The Impact of the EU Policies vis-a-vis Eastern Europe
on Euro-Arab Relations

It is essential to understand the spill-over effects of the po-
litical transformation of Central and Eastern Europe on EU
policies towards the Arab World. Whereas France, Italy, Spain,
Portugal and Greece are mainly concerned with developments in
the Mediterranean basin, the focus of political and economic
attention of the northern EU member states has shifted toward
the East. This is particularly true for the Scandinavian coun-
tries facing the Baltic Sea {Finland, Sweden, Denmark), and for
the countries sharing common borders with Russia (Finland},
Poland, the Czech Republic and Hungary (Germany, Austria).
Political attention and economic resources {aid, direct foreign
investment) have shifted to the new Eastern challenges and
opportunities. This has had an impact on the overall external
orientation of the EU,

11.1 The Phare Program

Already in December 19889 the Council of Ministers of the EU
decided to assist Poland and Hungary by the so-called Phare
technical assistance program (grant finance to support the pro-
cess of economic transformation and to strengthen democracy).
Operations began 1in 1990. As the political changes spread
across Central and Eastern Europe, the number of countries
covered by Phare increased from the first two in 1989 (Poland,
Hungary) to another four in 19920 (Bulgaria, Czechoslovakia,
Yugoslavia%, East Germanym). Albania and Romania 3Foined in
1991, followed by Estonia, Latvia, Lithuania and Slovenia in
1992. Czechoslovakia was replaced by the Czech Republic and
Slovakia on 1 January 1993. Between 1990 and 19924, the EU made
available from its budget ECU 4,248 million to finance Phare.
Country shares are based on population, GDP, and qualitative
criteria. Poland (ECU 1,017 million), Hungary (491), and Roma-

B8O

a1 Aid to Yugoslavia was suspended in 1991.

Aid to East Germany ceased after German unification.
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nia (542) are the largest receivers.a2 The four major sectors
supported by the Phare program are private sector development
(ECU 932 million), education, health, training and research
(699), energy, transport and communications (588), and environ-
ment and nuclear safety (401).83

A condition of Phare funding is that each country maintains a
commitment to democracy and market economy. "Building a larger
democratic family of nations leading to greater prosperity and
security for all is a vision shared by the European Union and
its central and Eastern neighbours, All believe that this will
be achieved by following a policy of closer political, economic
and cultural integration based on shared values and common
understr:mc:ling."eﬂ It 1s essential to see this base of common
values, including the commitment to democratic structures,
which does not exist with regard to the majority of Arab poli-
tical regimes, be they presidential/military or feudal. Even
Kuwait did not honor promises of greater political freedoms
made during the second Gulf war.

11.2 The Tacis Program

Phare was supplemented by a Technical Assistance Program to the
Former Republics of the Soviet Union (Tacis) as the central
pillar of the EU's overall program of assistance to the Newly
Independent States (NIS): Armenia, Azerbaijan, Belarus, Geor-
glia, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan, Turk-
menistan, Uzbekistan, Ukraine and the Baltic States.eﬁ.At the
meeting of the European Council in Rome in December 1990, the
Eurcopean Community decided to support the Soviet authorities in
thelr ongoing efforts to bring about fundamental economic and
social reform through a program of technical assistance
(grants) 1in selected priority sectors and help create the con-
ditions favorable to a market-oriented economy and a democratic

society. ECU 400 million were made available for the first year

g2
83
84
85

EU Commission 1295b, pp. 4-5.
Ibid., p. 7.

Ibid., p. 1.

The latter 1991 only.
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1991. On the basis of a joint EU-URSS assessment five priority
sectors were selected: Training in the public and private sec-
tors, energy (with special emphasis on nuclear reaction
safety%), transport, financial services and food distribu-

, 87
tion.

As the process of disintegration of the former Soviet Union
accelerated and the Union moved towards the Commonwealth of
Independent States (NIS), the Tacis Program was adjusted, and
in February 1992 the twelve NIS committed themselves to imple-
ment the original 1991 program. The funds were distributed
according to a formula taking into account the countries'
respective needs, their state of political and economic

reforms, and their absorptive capacity.88

Since 1992 the program was enlarged by privatization and
restructuring of enterprises, small and medium-size enterpri-
ses, conversion of defence-related industries, environment,
human resource development, public administration reform, food
production, processing and distribution,89 and support for
women (e.g. female entrepreneurs in Uzbekistan).90 Funding from
1991-1994 for more than 2000 projects amounted to a total of
ECU 1,757 million.

The Arab World has difficulties to understand Europe's commit-
ment to democratic decision-making structures. The author
recalls a discussion with a high ranking member of the Saudi
ruling family in the 1980s where it was difficult to explain
that it would not do to induce a change in EU positions if His
Majesty would entertain Foreign Minister Genscher, and that GCC

interests must be effectively communicated to a wide spectrum

86

After the Chernobyl desaster of April 1986, an accident at
the St. Petersburg nuclear power plant in Spring 1992 high-
lighted the need for coordinated internaticnal action to
resolve the pressing safety issues.

EU Commission, TACIS Report on Activities 1992, Brussels,
n.d., p. 7.

Ibid., p. 9.

Ibid., pp. 27-34.

EU Commission, TACIS Annual Report 1993, Brussels, n.d., p.
55,

EU Commission 1995c, p. 5.
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B89
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of pluralistic sccieties including the European Parliament
which made it clear at repeated occasions (e.g. financial assi-
stance to Israel linked with West Bank exports, and to Morocco
linked with human rights issues) that its views should be taken
into due consideration.

11.3 Democracy Programs

This issue of democracy has been incorporated by the Democracy
Program of Phare (since 1992)92 and Tacis (since 1993} in order
to help the countries of Central Europe and the Newly Indepen-
dent States of the former Soviet Union and Mongolia to support
non~governmental organizations and the promotion of a stable,
open society and of good governance based on democracy and rule
of law. Support is given particularly to techniques of parlia-
mentary practice, NGO activities working for democratic so-
ciety, and the transfer of know-how relevant to democratic
practices and rule of law for special professional groups and
professional unions. In 1994, the EU Commission allocated ECU
93

10 million each to the Tacis and Phare Democracy Programs.
Both programs are taken care of by the European Human Rights

. 94
Foundation.

More than 50 east-west partnership projects between NGOs have
been undertaken, e.g. training in parliamentary practices, pro-
motion and monitoring of human rights, developing independent
media, and promoting free trade unions.’’ Similar initiatives
in Arab countries are being financed through EU budget lines. A
more convincing Arab stand in favour of civil society would
give a completely different dimension to the nature and scope
of EU-Arab cooperation. Instead, there is long-standing concern

particularly among European parliamentary circles about the

% Albania, Bulgaria, Estonia, Lithuania, Latvia, Poland,

Romania, Slovakia, Slovenia, Czech Republic, Hungary.

TACIS News 2, October 1994, p. 3.

EU Commission, Das Phare und TACIS Demokratieprogramm. Eine
Initiative der Europdischen Union zur Férderung einer demo-
kratischen Gesellschaft, Brussels, n.d., pp. 1-2.

EU Commission 1995b, p. 13.

93
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25
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deteriorating human rights situation in a number of Arab coun-
tries.

The countries eligible for Phare funds have different agree-
ments with the EU. 8Six countries - Bulgaria, the Czech
Republic, Hungary, Poland, Romania and Slovakia - have signed
Association Agreements (so-called Europe Agreements) with the
EU. They are a framework for close cooperation in preparation
for future EU membership. Slovenia and the Baltic countries

will have Association Agreements in the near future.

The Europe Agreements set the path for the EU and its partner
countries to converge economically, socially, politically and
culturally. They cover a regular political dialcgue, favorable
trade relations and a reduction of customs, economic, scienti-
fic and cultural cooperation, financial assistance and a harmo-
nization of rules and regulations.96 Meanwhile, however, the
Visegrad countries have voiced harsh criticism.

Private economic activities have expanded explosively, shorta-
ges have disappeared, but the transformation process was
coupled with a much stronger contraction of production than
originally expected, and there are still frictions in the func-

tioning of the newly created institutional systems. Privatiza-

°® Cf. BeschluB des Rates und der Kommission 1993, wvom 13.

Dezember 1993 {iber den AbschluBl des Europa-Abkommens zwi-
schen den Europdischen Gemeinschaften und ihren Mitglieds-
staaten einerseits und der Republik Polen andererseits, in:
Amtsblatt der Europidischen Gemelinschaften, 36, Jg. .,
31.12.1993, 1-28. BeschlufBl des Rates und der Kommission vom
13, Dezember 1983 ilber den Abschlufli des Europa-Abkommens
Zwischen den Europaischen Gemeinschaften und ihren Mit-
gliedstaaten einerseits und der Republik Ungarn anderer-
seits, in: 2Amtsblatt der Europidischen Gemeinschaften, 36.
Jg., 31.12.1993, 1-28. BeschluBl des Rates und der Kommis-
sion vom 19. Dezember 1994 {iber den AbschluBl des Europa-Ab-
kommens zwischen den Europdischen Gemeinschaften und ihren
Mitgliedsstaaten einerseits und der Tschechischen Republik
andererseits, in: Amtsblatt der Europaischen Gemeinschaf-
ten, 37. Jg. 31.12.1994, 1-30. Beschlul des Rates und der
Kommission wvom 19. Dezember 1994 iber den Abschlull des
Europa-Abkommens =zwischen den Europadischen Gemeinschaften
und ihren Mitgliedsstaaten einerseits und der Slowakischen
Republik andererseits, Amtsblatt der Europaischen Gemein-
schaften, 37. Jg., 31.12.1994, 1-31.
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tion advances more slowly than predicted in Poland and Hungary,
and the radical choices in the successor states of the former
CSFR in favor of free market mechanisms have brought about sub-
stantial social costs. Growing EU protectionism is blamed in
the Czech Republic which somewhat naively liberalized its
imports in order to expose its industry to immediate western
competition.97 Rising protectionism in Western Europe, the EU's
trade surplus with the Czech Republic and the negative impact
on the Czech recession have provoked embittered criticism
against the EU.

In Poland, the economic aspects of the association agreement
have been assessed negatively by most political parties. EU
anti-dumping tariffs were imposed on Polish goods.98 Hungary
sees the agreement as an important step toward the primary goal
of Jjoining the EU, although the economic and social costs have
been heavy. It is a fiercely criticized issue in the Czech
Republic, Hungary, Poland and Slovakia that exports to the EU
of exactly those East European products fall under the longest
liberalization period where the four countries have the highest
comparative advantages (food, chemicals, textiles and clothing,
shoes, metals and steel).

In all Visegrad countries, disappointment and criticism pre-
vail. On the other hand, the agreements are seen as a tool to
solve domestic problems: stimulation of competitiveness in Hun-
gary, of elimination of bottlenecks in infrastructure, banking
and telecommunications in Poland, putting domestic enterprises
under performance pressure in the Czech Repubklic and Slova-
kia. Disappointment also exists with regard to EU financial

ald in spite of substantial flows (see Table 7, Annex}.

Trade and Cooperation Agreements exist with Albania, Estonia,
Latvia, Lithuania and Slovenia. More advanced trade agreements
are being negotiated with the Baltic states. These provide a

framework for the development of trade, commercial and economic

97
28
95

Richter 1994, p. 4.
Ibid., p. 9.
Ibid., pp. 12 f.
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cooperation. Here the overall gcal is to create a pan-European

) 100
economic area.

11.4 EU Membership

Phare took on an additional dimension in 1993 when, at the
Copenhagen Summit of June, the European Council offered those
countries with Europe Agreements the prospect of EU membership
as soon as certain economic and pclitical conditions were met.
This commitment was re-enforced at the Essen Summit in December
1294. Membership requires that the country nurtures stable
institutions guaranteeing democracy, the rule of law, human
rights, respect for and protection of minorities, the existence
of a functioning market economy able to cope with competitive
pressure and market forces in the EU.lOl

In the beginning all Visegrad countries wanted the fastest
possible EU membership. Meanwhile, Poland recognizes that it
will not be ready to meet all Maastricht criteria before a ten-
year transition period. = In Slovakia it is believed that too
rapid opening of the borders would not be advantageous with
regard to Western competition. All Hungarian parties want mem-
bership by 1998-99, and the Hungarian government applied for
full membership in April 1924, The Czech government's target is
also full membership in the shortest possible time.103

11.5 Ralations to the Newly Independent States

Another set cof trade, cooperation and partnership agreements
have been negotiated with the Soviet Union and its twelve NIS
successors of which six have been signed (Russia, Belarus,
Ukraine, Moldavia, Kazakhstan, Kirgistan). They include a poli-
tical conditicnality as to a commitment to democracy and human
rights and the possibility to suspend the agreements if these

100
161
102
103

EU Commission 1%%5b, p. 3.
Ibid., p. 3.

Ibid., p. 21.

Ibid., p. 17=-20.
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essential elements are violated. The partnership agreements
with Russia, Ukraine, Belarus, and Moldavia hold the political
perspective of future free trade agreements.

11.6 Effects on Trade

Trade flows between Central and Eastern Europe and the EU have
substantially increased. Both sides have benefitted from the
agreements. However, Poland and Hungary complain that the EU
has realized a trade surplus (in spite of free access of their
goods to the EU market whereas the Central European states are
entitled to maintain their trade barriers vis-a-vis the EU). As
a consequence, during the last year the Central European coun-
tries have become more protectionistic. For the Visegrad coun-
tries free trade is envisaged for 1998.

11.7 Impact on Euro-Arab Relations

This historical process has been described in some detail in
order to explain why it has absorbed much of the European poli-
tical attention and initiative. Meanwhile the Mediterranean
policy was carried on along established lines, until France,
Spain and Portugal pressured for a due consideration of com-
plaints of the North African countries which felt neglected and
called feor similar treatment as awarded to the Visegrad coun-
tries {Morocco had applied for full EU membership as early as
1287 and had been turned down). This initiated the beginning of
the New Mediterranean Policy on the basis of a package deal
basically between France and Germany representing the crucial
East and South interests within the Community. Funds for the
East policy were not reduced, but finance for the South was
increased. In a way, the new EU initiatives toward the BArab
countries of the Mediterranean are an outflow of the historical
change in Eastern Europe and the EU's response to it. The com-
petition of both areas with regard to aid, trade concessions
and especially with regard to direct foreign investment will

continue. Cultural affinity and political risks favor European
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engagements in the Visegrad countries rather than in the
Maghreb or Mashreq, from shared values as to human rights to
persconal security as in Algeria.

The Visegrad countries have a European tradition of entrepre-
neurship, technical expertise and craftsmanship, and a clear
advantage in attracting direct foreign investment. Within a
decade Central Europe, i.e. the Visegrad and the Baltic States
may be fully integrated into the Common European Economic
Region, and the "four essentials" may be fully guaranteed (free

movement of goods, services, capital and labor).

The Arab countries insist that their particular cultural tradi-
tion and political outlook should be respected (form of govern-
ment, political rights, role of women etc.}. The outcome 1is
that investments in Central and Eastern Europe are more attrac-
tive, creating another disadvantage for the Arab world.

The long-term outcome in terms of Arab prosperity and stability
may be far from satisfactory in comparison to current official
EU proclamations. The concern with Central and Eastern Europe
may lead to a precarious situation at Europe's South flank by
the end of the 19920s., Official EU policy tries to avoid this
with insufficient resources. The European political debate is
absorbed by many highly complex issues both as to internal
structural adjustment and external policies in an ever more
turbulent international setting. The issues compete for public
awareness and administrative attention.

The EU has "recognized that equal, but not necessarily identi-
cal, importance must be given to our East policy and South
policy".104 The trade wvolume in 1992 amounted to US$ 43.1
billion feor EU-Visegrad trade and US$ 42.5 for EU-Maghreb/
Mashreq trade (plus 18.3 for EU-Turkey and 12.3 for EU-
Israel).105 Since the Lisbon European Council in 1992 the EU has
proposed and is negotiating new forms of bilateral free trade

and partnership agreements with Mediterranean countries

104
1056

Marin 1995, p. 4.
Borrmann/Fischer/Jungnickel/Kocpmann/Scharrer 19385, p. 150.
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modelled after the Visegrad agreements, thus reacting to the
demands of the Maghreb countries for equal treatment,

During the Cannes summit in 1995 the European Council set out
the details of the EU position "to ensure that the Mediterra-
nean becomes an area of peace, stability and well-being for all
those who live around it ... The European Commission's view of
the development of EU relations with its neighbors to the South
is ambitious: by early next century Europe and Mediterranean
countries should be bound closely together in a vast partner-

ship based on free trade, economic cooperation and political
08
and cultural dialogue.“1

" Marin 1995, p. 4.
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Tab. 5: Foreign Direct Investment of EU Countries in 1982
(mill ECU)

United States 9549
Latin America 3333
Western Europe 6014
ex—COMECON 1868
Africa 1286
thereof Maghreb 111
Asia 2518
thereof Mashreq 20
178
Gulf
38
Israel
343
Turkey
19
other Middle East
Oceania and Other 1339
Territories
Subtotal Arab World 328
Subtctal World 19893
excluding Western
Europe
World Total 25907

Source: EUROSTAT, Brussels 1994, pp. 16-17
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Tab. 7: Assistance to Visegrad Countries 1990-1992, cumulative,
in million US$

Donors CSFR Hungary Poland Total
EC 3798 5128 9618 18544
EFTA 477 384] 1588 2449
Western Eu-

rope,

Total 4275 5512 11206 20993
Global 8334 12588 25259 46181
of which

grants 632 734 10645 12011
Source: Richter 1994, p. 14.
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Policy Options of Euro-Arab Cooperation

Scenario 1
~Cautious Offi-
cial Optimism“

Scenario 2
.General Malai-
se\\

Scenario 3
~New Dualism™

Scenario 4
»Ecological
Deterioration®™

Opticn A:
«Business
Usual®™.

as

X

Option B:
More of the
Same™

Option C:
~Technological
Competence™

Cption D:
wIslands of Ef-
ficiency"

Option E:
~Open EU Mar-
kets™

Opticn F:
~Grand Design
of a Euro-Arab
Security Part-
nership®

Option G:
»30ccial Sector
Support™

Qption H:
~Environmental
Protection®™
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