Future Chances of Economic Integration in the MENARegion

Challenges to the European initiatives

Abstract

The Euro-Mediterranean cooperation is a win-wiruaibn for both of the cooperating
partners. The European Union has to build up its owlependent foreign policy, and for this
purpose its close neighbourhood is obviously thet beea to start with. To build up a region
of peace and prosperity in its surrounding regi®ralso highly important both for socio-
economic and security reasons. For the Mediterrapaatner countries, this partnership is
equally essential as it is a good chance to gaiereal funds from the EU to develop their
economies and to reintegrate into the internationaimerce. Looking through the historical
path of cooperation between the European Econonoenr@unity and the Southern
Mediterranean states, we can easily identify a dlestitutional progress from the simple
bilateral agreements of the beginnings to the cemphstitutional network of now-days
including the Euro-Mediterranean Partnership (EMBg European Neighbourhood Policy
(ENP), and the Union for the Mediterranean (UfMjteA drawing up the institutional context
of Euro-Mediterranean cooperation, this paper explore different international initiatives
and economic influences challenging Europe’s getpall dominance in the MENA region.
This initiatives come up from within, and also frautside of the region, and while the EU
supports intra-Arab cooperation, the initiative®nfr outside are easily interpreted as

concurrence to European political and economicalidance in the region.
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1. The EU-MENA cooperation framework

1.1 The Euro-Mediterranean Partnership (EMP)

The most active members of the EEC in proposingpeleeooperation with Mediterranean
partners were always the Mediterranean EEC menthégss In 1990 Italy Spain, France and
Portugal together with 4 Maghreb states formedsthealled 4+5 Cooperation Network, which
expanded to 5+5 when Malta joined in 1991. The Bt®peration Network agreed to deepen
cooperation amongst it's states in migration, adtucal, environmental and cultural issues, and
to develop a common financial institution. Unforately the political developments in Algeria in
1992 halted the further development of the coopmrabut now-days we can easily see that the
Cooperation Network was a huge step towards tisé fgal multilateral (regional) cooperation:

the Euro-Mediterranean Partnership.

The Barcelona Process was launched in Novemberi@€%e Ministers of Foreign Affairs of the
then 15 EU members and 12 Mediterranean partnenkd€y, Syria, Lebanon, Israel, Jordan, the
Palestinian National Authority, Egypt, Tunisia, Alga, Morocco, Malta and Cyprus), as the
framework to manage both bilateral and regionahti@hs. Guided by the agreements of the
Barcelona Declaration, it formed the basis of theoEMediterranean Partnership which has
became a new and innovative regional alliance basedhe principles of joint ownership,
dialogue and co-operation, seeking to create a télednean region of peace, security and shared
prosperity. The partnership was organised intoetlmain dimensions, which remain today as the

broad working areas of it:

- Political and Security Dialogue, aimed at cregtimn common area of peace and stability

underpinned by sustainable development, rule of ¢®mocracy and human rights.

- Economic and Financial Partnership, including ¢inadual establishment of a free-trade area
aimed at promoting shared economic opportunity ugho sustainable and balanced socio-
economic development. During the Barcelona Confegetihe foreign ministers of the 15 member
states and the 12 Mediterranean Partners, (Maghreb Mashrek countries including the
Palestinian Authority as well as Israel, Turkey, ltdaand Cyprus) officially approved the

principle of the creation of an Euro-Mediterrandare-trade economic zone, planned for 2010.

! Source: Anna Lindh Foundation: http://www.euromerarg/about/our-mandate/union-for-the-meditereane



The Economic and Financial Partnership is finanlbgdhe European Investment Bank and a

special European financial found for the Mediteei@m projects called MEDEA.

- Social, Cultural and Human Partnership, aimeghramoting understanding and intercultural
dialogue between cultures, religions and peopld,faailitating exchanges between civil society
and ordinary citizens, particularly women and youepple. This part of the partnership is
managed by the Anna Lindh Foundation through oocasiproject founding.

Under the umbrella of each sector, Euro-Mediterman®linisterial meetings are being held in
order to establish the political commitments whittlve cooperation and activity across sectors.
These meetings are accompanied by periodic meetfhgSuro-Mediterranean Ministers of
Foreign Affairs which evaluates the state of thergaship, its priorities and the progress made
on different initiatives, while the bilateral coopgon based on the previous bilateral agreements
continued in the form of standardised Euro-med Agrents coordinated by a Senior Officer and
a National Coordinator in each country. To devebmeeper level of political cooperation
amongst partners, the EuroMed Parliamentary Assemés$ created to bring closer the members
of parliaments from each participating country.afiynEuroMeSCo, a network of research centres
based in partner countries was established to ajiftem of cooperation amongst policy makers

and researchers of the region.
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The structure of the Euro-Mediterranean Partnership. Source: Erzsébet N. Rdzsa: From Barcelona to the
Union for the Mediterranean - Northern and SouthernShore Dimensions of the Partnership, HIIA Papers
T-2010/9.



1.2 The European Neighbourhood Policy (ENP)

As the implementation of the Euro-Mediterraneartri®aship suffered a lot from the delays in the
Middle-East Peace Process in the 90s, and theedreetitutional framework was unsuccessful in
deepening the cooperation, the EU realised the meeenovate again the relations with it's
Mediterranean partners. The first initiative, thédéf Europe concept in 2002 was followed by a
completely new system, the European Neighbourhad@yP(ENP) in 2004. This new concept
turned back to bilateral cooperation forms, and agad to reinvent Europe’s foreign policy

completely.

The new geopolitical reality after the 2004 enlangat of the EU brought politically unstable and
low-income countries directly to the EU’s exterbakders, and the development of the ENP can
be interpreted as an institutional answer to the sguation as well. The ENP has a wider
geopolitical coverage than the previous cooperdioms: it includes 10 Mediterranean partner
states (Syria, Lebanon, Israel, Jordan, the PaiastNational Authority, Egypt, Tunisia, Algeria,
Morocco, Mauritania), 3 East-European states (Beladkraine and Moldova), and 3 Caucasian
states (Armenia, Georgia and Azerbaijan) therefiorean be considered as the umbrella
organization for Europe’s external policy. The esatvith EU-membership prospects (Turkey,
Albania and the ex-Yugoslavian states) are notlraain the policy, because —as a strict criteria-

the ENP gives no EU accession prospect for thexpastates.

O

.-l |\ S—

Source: European Neighbourhood Policy, http://ec.aopa.eu/world/enp/index_en.htm



The implementation of the ENP works through thatbilal Action Plans, which are set out for
periods between 3 and 5 years. The Action Plans)aRe designed differently for each country,
although they have a common structure. The impléatien of APs are evaluated in Progress

Reports indicating the development for the parstates in each field of cooperation.

The core structure of the ENP can be identifiethas,enlargement template”. This means, that
after the EU’s successful enlargement in 2004,e#nsed to be appealing to ,stretch” the

enlargement template further to the EU’s new nedgin and to the Mediterranean partner states,
hoping that this policy will be as successful latex the enlargement itself was. The main
contradiction already rises here: the same comdility is used in the ENP as was used during the
accessing negotiations with the new EU memberswithbut the perspective of accession this

time, and this can seriously undermine the ENRiglibility.

The idea behind the invention of the ENP was nosubstitute, but to complement the Euro-
Mediterranean Partnership. As the EMP is intenaedbéd more like a multilateral forum for
political cooperation, the ENP focuses on the cetecdevelopment of each partner country in
various sectors. In order to gain influence, thePEMNS a system of conditionality to motivate
partners towards the shared values of the EU, lanétter they perform is the closer they can get
to the EU’s internal market. This system we camiifig as the instrumentalisation of the EU’s
soft power, and here comes up the second problémtiae ENP’s perception in the south: as the
EMP was a cooperation forum it was much more aasetiwith co-ownership, while the mostly
EU-tailored Action Plans resemble dictates for sbhathern partners. The EU has to reconsider
the doctrine of value-projection through the ENRcs the accessing states were much more
closer to the EU both in cultural and socio-ecormahnmeans than the Arab partners, therefore the

utilization of the enlargement template can beasotiseful as it might seem at first.

Still, out of the three contemporary institutio®&MP, ENP, and UfM (which will be introduced
in the next sub-chapter)) together often referetha Barcelona Process the most effective tool is
the European Neighbourhood Policy, and basicayaily one not considered as being wrecked.
As the following sub-chapter will show, the newegtiative, the Union for the Mediterranean can
be seen as a fourth added basket to the originattete of the EMP, while the ENP has a
completely different structure, and also differepstem of implementation. The dual structure of
the Barcelona Process (EMP+UfM versus ENP) wouldhwvan other deep examination, but it is

not the subject of the present work.



1.3 The Union for the Mediterranean (UfM)

In 2008 French president Nicolas Sarkozy keepirg fniomises of revitalising Euro-Arab
relations started a new initiative called Meditagan Union, which aimed to bring together all
the states of the Mediterranean basin in one ufibis. plan was not negotiated with EU officials,
and was not part of the European external poliagngwork. The initiative was not supported by
non-Mediterranean EU member states, and was tmiagtehe unity of the European Union.
After several rounds of negotiations German chamcélingela Merkel (the main opponent of the
plan) and Sarkozy reached a compromise: the Meditean Union will be renamed as the Union
for the Mediterranean (UfM), and will be build intbe framework of the Barcelona Process. It
will complement the BP with six new projects (af@arth basket of the EMP) supporting, but not
substituting the original three baskets of the EMBhe following structure:

Barcelona Process: Union for the Mediterranean

Co-presidency Secretariat

Political/security 6 projects:
policy basket

Depollution of the Mediterranean Sea;

r

. ) . The establisment of maritime and
Financial/economic Cultural land highways:

basket basket

Civil protection in natural and man-
made disasters;

Mediterranean solar energy plan;

The Euro-Mediterranean University
in Slovenia:

IMediterranean Business Development
Initiative focusing on micro. small

and medium-sized enterprises

[to complement and not to duplicate]

The structure of the Union for the Mediterranean. Surce: Erzsébet N. R6zsa: From Barcelona to the
Union for the Mediterranean - Northern and SouthernShore Dimensions of the Partnership, HIIA Papers
T-2010/9.



2. Challenging initiatives from within and from outside of the MENA region

2.1 Challenge from within: The Agadir Agreement &nel Arab-Maghreb Union

After looking through the European cooperationiatives towards the MENA, we can examine
the intra-regional initiatives of the MENA counsiethemselves. Two main institutional

frameworks are worth mentioning: the Agadir Agreetrend the Arab-Maghreb Union.

The idea for an economic union of the Maghreb begdh the independence of Tunisia and
Morocco in 1956. Because of the several intra-meglidensions only thirty years later managed
the five Maghreb states - Algeria, Libya, Maurienvorocco, and Tunisia — to meet for the first
Maghreb summit. In 1989 the Arab-Maghreb Union egrent was formally signed by all
member nations. According to the Constitutive Atg,aim is to guarantee cooperation “with
similar regional institutions... [to] take part he enrichment of the international dialogue...[to]
reinforce the independence of the member states.d4ta] safeguard...their assets....” Strategic
relevance of the region is based on the fact talgctively, it boasts large phosphate, oil, and
gas and it is a transit centre to southern Eurdpe. success of the Union would, therefore be
economically important and give a common voiceh® members in the trade negotiations with
the EU too. Unfortunately the ongoing tensions agsomember states wrecked the partnership

as early as 1994, and since then the AMU can beriled as frozen.

The Agadir Agreement for the Establishment of aeFferade Zone between the Arabic
Mediterranean Nations was signed in Rabat, Moracc@5 February 2004. The agreement aimed
at establishing a free trade area between Jordamsi&, Egypt and Morocco and it was seen as a
possible first step in the establishment of theoEMediterranean free trade area as envisaged in
the Barcelona Process. All members of the AgadieAment have since joined the Greater Arab
Free Trade Area, effectively superseding the agee¢nlThe Greater Arab Free Trade Area
(GAFTA) is a pan-Arab free trade area that came existence in 1997, and together with the
Agadir agreement they constitute the main cooparatietwork of MENA countries now-days.
The focus of the agreement is to eliminate the énsdf intra-Arab trade and step by step create
a free trade region in the MENA. All MENA countri@se included: Algeria, Bahrain, Egypt,
Iraq, Kuwait, Lebanon, Libya, Morocco, Oman, Qataudi Arabia, Sudan, Syria, Tunisia, and
the United Arab Emirates.



2.2 Challenge from the West: The American freedrnadtiative (U.S. MEFTA)

The U.S. MEFTA initiative started in 2003 with tharpose of creating a U.S. Middle East Free
Trade Area by 2013. The main objectivesare:

= Actively supporting WTO membership of countrieghie Middle East and Maghreb

= Expanding the Generalized System of PreferenceBR'€p8at currently provides duty-
free entry to the U.S. market for some 3,500 prixifrom 140 developing economies

= Negotiating Trade and Investment Framework Agreem@FA's) that establish a
framework for expanding trade and resolving outditagn disputes

= Negotiating Bilateral Investment Treaties (BIT'djtwinterested countries by obligating
governments to treat foreign investors fairly anfflering legal protection equal to
domestic investors

= Negotiating comprehensive Free Trade Agreementd'&fWwith willing countries that
demonstrate a commitment to economic opennesseémuir

= Helping to target more than $1 billion of annuaBUunding and spur partnerships with

private organizations and businesses that supjaoi¢ and development

The initiative covers the same 18 MENA countrieshresGAFTA: Algeria, Bahrain, Egypt, Iraq,

Kuwait, Lebanon, Libya, Morocco, Oman, Qatar, Safidibia, Sudan, Syria, Tunisia, and the
United Arab Emirates. Unfortunately most of thetpar countries are participating in only one or
two points of the agreement (mainly in TIFA’s), amdthe other points only six countries are
making efforts: Bahrain, Egypt, Morocco, Israelni@ia and Jordan. These are close to fulfil the
original aims of the agreement, but in the cas¢hefmajority the initiative can be considered

unsuccessful.

2.3 Challenge from the South: The African Union

The African Union is an organisation consistings@f African states. The only all-African state
not in the AU is Morocco. Established on 9 July 20® aimed to build an EU-like region with
common market and governance. The most importacsidas of the AU are made by the
Assembly of the African Union, a semi-annual megbifthe heads of state and government of its
member states. The AU's secretariat, the AfricaiotUi€ommission, is based in Addis Ababa,

Ethiopia.

2 Source: http://www.ustr.gov/trade-agreements/eihigiatives/middle-east-free-trade-area-initiativesfta



The AU is not considered as an economic cooperatidiative, it focuses mainly on political
issues although it has an ,economic basket”. Then&mic, Social and Cultural Council
(ECOSOCC) is an advisory body of the African Unidesigned to give civil society
organizations (CSOs) a voice within the AU instdos and decision-making processes.
ECOSOCC is made up of civil society organizatiorenf a wide range of sectors including
labour, business and professional groups, serviogiders and policy think tanks, both from

within Africa and the African diaspora.

2.4 Challenge from the East: The Russian, Chinedélarkish influence

After drawing up the institutional network surroumglthe MENA region, three non-institutional
player should be also mentioned: the Russian, Ghirand Turkish influences —although not

institutionalised- are significantly growing in thegion.

For Russia, the North-African countries constitatstrategic region: these countries are the main
other EU suppliers of oil and gas, therefore theggpcompetition to the Russian export. Russia’s
main strategic goal is to take control of the MENM&#sources through extensive oil industry

investments and trade agreements, and this waRdissian oil industry can become even more

monopolistic supplier of the EU.

The Chinese influence has a different motivatigmiculture. The Chinese are the main players in
the process we could call neo-colonialism in AfriGhinese firms are buying up farmlands in
Africa with exclusive rights, and bringing their owvorkers to exploit the area. This process
becomes more and more significant as the global foaes are growing, and influences other
economic areas as well: in most of the African ¢naa Chinese workers are becoming the main

minorities taking leadership and ownership of naighe local industries.

The Turkish influence in Africa is more politicdian economic: as Turkey developed a new
foreign policy approach towards the region callego-npttomanism, it tries to lead the
democratization in the region by it's own exampleurkish interests are competing and
complementing EU interests in the region at the esaime. As the example of a successful
Islamic democracy, Turkey can play a positive inléhe region, but with Turkish leadership the

EU’s economic interests can be easily damagedkiriutiure.

% Source: http://www.africa-union.org/ECOSOC/homm.ht



3. Conclusions: challenges to the European leadeiiphn the MENA region

As a summary we can identify the overlapping MEMAtitutional background as the following:

Overlapping initiatives

Euro-Med Partnership
European Neighbourhood
Policy

Union for the Mediterranean

USA

free trade agreements

AMU Agadit fud

African Union

Source: Erzsébet N. R6zsa: From Barcelona to the libn for the Mediterranean - Northern and Southern
Shore Dimensions of the Partnership, HIIA Papers T2010/9.

Out of the seven institutions discussed above weidentify the European triad as the most
influential, although these cooperation forms htngr own weaknesses too. Since the intra-
regional pan-Arabic cooperations and the Americae ftrade agreements have only the
creation of a free trade area as their main gdedy tare not only weaker but also less
ambitious initiatives than the European ones, whithw up an agenda towards the
development of a multi-level cooperation systeme Wfrican Union could give a more

serious challenge to the European initiatives, thhet AU is mainly focused on political

cooperation, and the economic integration is notagented as focal point yet.

The more serious challenges to the Europeans areastern initiatives: Turkey can perhaps
overtake the EU in political leadership in the cggsoon, while Russia and China are aiming
to exploit Africa economically. As the main condlus we can assume that given the global
power and growing dynamics of China, this countig be considered as the main challenger

of European influence in the region now-days.
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