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The Bar celona Process:

The Barcdona Process, edstablished in 1995, is the means through which the EU
supports  building a closer EU-Med patnership. The three man gods of EU
Mediterranean policy are set out in the Barcelona Declaration that can be summarized
asfollows:

The creation of an area of peace and stability based on fundamental principles,
including respect for human rights and democracy.

The creation of an area of shared prosperity through sustainable and balanced
economic and social development, and especially the gradual establishment of free
trade between the EU and its partners and among the partners themsel ves.

Theimprovement of mutual under standing among the peoples of the region and the
development of an active civil society.

The Euro-M editerranean Free-Trade Area:

As a concrete step to implement the Barcelona Declaration’s objective of creating an
area of shared prosperity, the Declaration establishes the objective to form, by the
year 2010 as a target date, a Euro-Mediterranean Free-Trade Area. This free-trade
area is supposed to link together the 15 EU Member States and the 12 Mediterranean
Partners. Together with EFTA and Central and Eastern European candidate countries
for EU enlargement, a a later stage, this zone will include some 40 States and 600-
800 million consumers.

The mechanism edtablished by the European Commission to implement this endeavor
was the conduct of Association Agreements with the Med patnes. The new
generdtion of Euro-Mediterranean Association Agreements provides for the gradud
implementation of bilaterd free trade. The agreements entail on the pat of the EU
immediate free access to indudrid products originating in the Med partner countries
while gradudly dismantling tariffs in the Med countries for the EU products. Trade in
agricultura products will move to free trade in a dower manner.

Med Countries response:

In the last few years since the Barceona Declaration a new spirit of partnership has
been built between the EU and its Mediterranean partners. Despite the ups and downs
of the Middle East peace process dl partners have participated in the Euro-Med
Partnership. As regards the process of Association between the Mediterranean
partners and the EU, a number of Association Agreements have entered into force and
few others will close negotiations soon.

South-South Cooper ation:

To make the Barcelona Process attainable, a need was seen to intengfy “ South-South”
co-operation Mediterranean partners themsdves sarting, where appropriate, on a sub-
regiond bads Each patne’s willingness to build good reationships with its
neighbors is an important determinant of its readiness to move closer to the god of
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dose cooperation and integration with the EU. These regiond rdations can be defined
as aseries of economic policy objectives for the partners:

(1) Touseposshilities for sub-regiona cooperation.

(2 To build a multilaterd network of close contractud reationships - the free-
trade Agreements - between the dgnatories of the Euro-Mediterranean
Association Agreements. Over time, these bilateral free-trade Agreements
with other Association Agreement signatories should deepen cooperation and
integration between the Mediterranean partners, and between them and the
EU through:

(8) Bilaterd free trade agreements in line with WTO provisons and
based on continued asymmetric trade liberdization with the EU;

(b) Mutud concessons linked to the economic trandtion and the
adjusment of economic and socid dructures, such as those
concerning the liberdization of services, and the convergence of
regulatory frameworks,

(3) To face common regiond chdlenges affecting the sudanability of Euro-
Mediterranean integration such as sustainable devel opment.

4" Euro-Med Conference of Foreign Ministers(Marseilles, 15- 16 November 2000):

The Conference was an important step in edtablishing links between the Med
countries themsdves in order to expedite ther integraiion in the wider Euro-
Mediterranean cooperation zone. Foreign Minigers noted that in article 17 of ther
declaretion:

“ After reaffirming the objective of creating a free-trade area by 2010, they
stressed the need for the partner countries, with the support of the European
Union, to open up further to one another economically in order to foster their
successful integration into the world economy. In that regard the Ministers
welcomed the desire already expressed by four countries— Morocco, Tunisia,
Egypt and Jordan — to establish closer links by creating a free-trade area
amongst themselves, and emphasized the need for suitable back-up from the
European Union to that end” .

The Aghadir Process:

Because of the nature of the Mediterranean region, regiona co-operation and
integration between the Med patners themsdves have hidoricdly aways been
tentative. However, recently an important initiative was that taken a
Aghadir/Morocco in the Foreign Ministers meeting on 8" May 2001 by Morocco,
Tunisa, Egypt and Jordan to establish a free trade area between the four countries. It
was inspired by the consultations between the four countries made during the
Marsalles conference that can be dated for the launch of this initiative. Med-Arab
intiaive (MAFTA) or as it is known as “the Aghadir Process’ was dso sgnificant
snceit links Arab-Med countries in both sub-regions in the Maghreb and Mashreqg.

Page: 2/8



The Aghadir Declaration sets out a clear three objectives for edtablishing the Med-
Arab free trade area as follows;

(1) To enhance mutuad Arab cooperation and to further develop the Pan —
Arab Free Trade Agreement and the efforts exerted to establish an Arab
Common Market.

(2) To edablish a drong economic dliance responsve to chdlenges of
sustainable economic development and globa economic developments.

(3) To arive a a proper mechanism for trade liberdization between the Med-
Arab countries and the EU, and compatible with contemporary economic
trends on both the regional and internationa arenas.

The Aghadir Declaration envisaged the new free trade area as an “open regionalism”
process that can be extended to the other six Arab countries in the Mediterranean. In
this regards, the process can create the criticd mass on the southern shores of the
Mediterranean to rapidly integrate with the European mass in the Northern
Mediterranean.

The different European inditutions including the Council and the Parliament
expressed ther firm support for the Aghadir Declaration and strongly backed the
cregtion of a free trade area between the four countries within the framework of the
Aghadir process, and urged them to conclude an agreement during the first haf of
2002, in order to help give a red boost to South-South trade as quickly as possible.
The European Commisson expressed readiness to support the establishment of the
intended free trade area by both financid and technica means.

Progr ess at the negotiations level:

Foreign Minigers launched the Aghadir Process in May 2001 as a politica process.
Snce then, senior officids and technicd experts in trade and industry from Egypt,
Jordan, Morocco and Tunisa have met four times to discuss the technical aspects
pertaining to the text of a free trade agreement. One senior officids meeting was held
Morocco in October 2001 and three experts meetings were held in Egypt in July 2001,
Jordan December 2001, and in Tunisain March 2002.

15! Experts M eeting: Cair o/Egypt, 14-15 July 2001:

The am of the meeting was to study the interrdationships between the four
countries with respects to their bilateral free trade agreements appearing in
table (1) below, the association agreements signed bilaterdly with the EU, and
membership in both the WTO and the Pan-Arab Free Trade Agreement.

Experts arived at the following conclusons with regards to the new proposed
MAFTA agreement that should address the following objectives:

Coordination of positionsin trade relations with the EU
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Table (1)
MAFTA CountriesBilateral FTA's

JORDAN
Country Egypt M or occo Tunisia
Sgn date 1998 1998 1999
EIF date 1999 1999 2000
Egypt
Country M or occo Tunisia
Sign Date 1998 1998
EIF Date 1999 1999
M or occo
Country Tunisia
Sign Date 1999
EIF Date 2000

Achievement of economic and industrial integration that allowsfor the production of
highly competitive products to increase intra-trade and able to compete in the
European markets

Utilization of the* rules of origin” pertaining to the association agreementswith the
EU in order to enhance the MAFTA'’s export capabilities to the EU
Encouragement of investment in industrial fieldsin the four countries
Achievement of the overall objective of enhancing the economic and trade relations
between the four countries.

Experts agreed to carry out an anadytica study for the bilatera agreements and
the association agreements to determine the framework of the new agreement,
and a detaled andyss for future discussons of the “rules of origin® to
determine the most wuitable framework for the new agreement that are
conducive to better cummutation between the four countries.

They ds0 agreed to identify any prevailing non-tariff barriers to trade with the
objective to diminae them, and to dudy the most suitable mechanism for
follow-up of the implementation of the new agreement and the settlement of
disputes arisng from the implementation.

1% Senior Officials M eeting: Rabat / M or occo, 22-23 October 2001:

The meding amed a ariving a tangible concdusons leading to the
establishment of the new free trade agreement building on the experts mesting
in Cairo. The meeting ended up with the following conclusons:

Establishing two Working Groups; The 1% Working Group on trade issues to
study the industrial and agricultural products lists to be covered by the new
agreement and non-tariff barriers. The 2™ Working Group on rules of origin
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and customs cooper ation to study the means for unifying therules of originto
ensure greater harmony and utilization of trade with the EU.

Assigning the task for preparing a draft agreement for the Moroccan
Government to be submitted to the following experts and senior officials
meetings for discussion in line with the Working Groups findings.

2" Experts Meeting: Amman / Jordan, 26-27 December 2001:

Experts reviewed the draft agreement submitted by the Moroccan Delegation
and hdd intensve discussions and stressed the following issues:

The new agreement should include advantageous and concessions not less
favorable than those included in the bilateral agreements.

The status of the bilateral agreement

The application of the European rules of origin for the purposes of achieving
diagonal cummulation vis-a-visthe Arab rules of origin under the Pan— Arab
Free Trade Agreement

Thecall on expertsfromthe EU inthefield of rules of originto participateinthe
3" meeting of experts to shed more light on the issue.

Experts agreed to further sudy the gradud tariff dismantling on both industria
and agricultura products and present their conclusons for the next meeting,
and to include provisons in the new agreement thet cdl for immediate
diminaion of dl nontariff barriers to trade. Experts adso agreed to determine
products not excluded from the scope of the agreement for reasons related to
security, environment protection, health, public mords.. etc.

Experts dso agreed to establish a follow-up mechanism on implementation on
a minigerid and technicd expets leves to be determined during the next
meeting. And findly to incdude a provison dlowing for Arab countries
members to the Pan — Arab agreement and signed associaion agreements with
the EU to join the new agreement.

3’9 Experts Meeting: Tunisia, 27 — 28 Mar ch 2002:

Experts reached agreement as to the products lists that are going to be traded
fredy with the entry into force of the new agreement while fixing the deadline
of 1/1/2006 as the date for full liberdization of dl industrid products that are
not immediately liberdized and according to the following schedule:

In 2003 when the agreement entersinto force, customs duties will be decreased
by 65%

1/1/2004 decrease to 80%

1/1/2005 decrease to 90%

1/1/2006 reach 100% tariff reduction

The status of agricultural products will be discussed during the next meeting

Jordan proposed to establish a Secretariat to facilitate the work of the Aghadir
process and the resulting MAFTA agreement, and offered to host the proposed
Secretariat. The other three countries welcomed the Jordanian proposal, and a
decison will be reached during the next meseting.
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Futurework:

There will be an experts find meeting in May 2002 to be followed by a senior officid
meeting to approve the find draft of the agreement. A foreign Ministers meeting will
convene shortly after that for a sgnature ceremony. By this, an important chapter will

be closed and anew erafor cooperation will start.

Prospects for success.

Aghadir countries (Jordan, Egypt, Morocco and Tunida) have bilaterd free trade
agreements signed during the end of the second half of the 1990's as table (1) above
shows. Such agreements have not been successful so far in boosting trade ties as table
(2) below shows and as compared to the four countries ties with the EU as appeared in
Annex (I) to this paper. The intra trade between the four countries represent very

shdlow amount of thair totd trade.

Table (2)

Jordan's trade with MAFTA countries

Tunisia's trade with MAFTA countries

Year

(US $ Million)
Exports Imports
Morocco Morocco

1996 8.1 6.8
1997 11.4 6.9
1998 12.9 6
1999 13.2 6.7
2000 30.3 6.7

(US $ Million)
Exports Imports
Year Egypt Tunisia __Morocco Egypt Tunisia Morocco
1996 19.8 9.8 1.9 93 0.9 12.3
1997 21 5.6 2.7 36.3 7.1 5.5
1998 19.5 4.7 4.6 44.5 5.3 5
1999 21 7 3.6 41 8.5 4
2000 23.9 5.2 2.2 43.6 0.6 0.6
Egypt's trade with MAFTA countries
(US $ Million)
Exports Imports
Year Tunisia Morocco Tunisia Morocco
1996 24.1 8.1 19.9 6.8
1997 18.8 11.4 14 6.9
1998 20 12.9 11.7 6
1999 20.3 13.2 16.1 6.7
2000 14.5 30.3 16.5 6.7
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Annex |:
Overview of Aghadir countriesrelationswith the EU

M or occo:

More than haf of Morocco's trade is with the European Union. In 1998, Morocco
exported goods with a vdue of US$ 4,791 million to the EU and imported goods
worth US$ 5,812 million from the EU. The baance of trade is therefore ill in favor
of the EU Morocco's main exports to the EU are foods (fishery products, fruit, fresh
produce —paticulaly tomatoes and citrus fruit), flowers, and finished consumer
products (manly textiles). While it imports faborics, various types of machinery and
equipment, chemicas, plagics and wheat from the EU Where terms of trade are
concerned, Moroccan industrial products dready enter the EU market duty-free.
There are quotas for some agriculturd products but, as long as quotas are not
exceeded, imports of these goods into the EU are zero-rated. For others, such as
tomatoes, potatoes, oranges, smdl citrus fruit and flowers, there are custom duties

Trade is s&t to expand with the recent entry into force of the Euro-Mediterranean
Asociation Agreement on 1 March 2000. The Agreement includes clauses on the
gradud liberdization of trade over a period of 12 years, by the end of which a free-
trade area will have been edtablished. It ds0 sets a timetable for dismantling customs
tariffs for indudria products entering Morocco. Negotiations on the gradud
liberdization of trade in agricultura products will take place soon

Tunisa:

Tunisawas the firs Mediterranean country to Sgn a Euro-Mediterranean Association
Agreement with the EU (in July 1995). It began the process of tariff dismantling in
1996 well before the agreement's entry into force in March 1998, thus boogting the
country's trade integration into the European market. The EU accounts for 78% of
Tunisan exports and provides 72% of the country's imports.

In the agriculturd fidd, Tunisa has a drategic interest in the conditions of access for
its olive ail to the European market. Its trade policy ams to improve access to the EU
markets for other agricultural products. The Association Agreement provides for
negotiations for increased liberdization of this sector to dart in the first haf of 2000,
and for the scope of the agreement to be extended to include the right of establishment

and the liberdization of the provison of services

Eqypt:

Egypt's main exports are oil (26%), textile (15%), engineering (9%), and agricultura
products. Mgor imports are transport equipment and machinery (31%), food products
(17%), fasgminerddoils (15%), chemicds (13%), and wood/paperftextiles (11%).
Egypt has a serious trade deficit which has put pressure on the Egyptian Pound which
is currently tied to the US$.

The EU is Egypt's mgor trading partner and currently accounts for 32% of Egyptian
exports and 42  of its imports. Trade reations with the EU are good athough there
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are severd outstanding trade barriers and phyto-sanitary trade issues. Egypt signed an
association agreement with the EU in June 2001.

Jordan:

Jordan sgned an association agreement with the EU in November 1997 and entered
into force in 1 May 2002. The agreement grants Jordanian industrid exports
immediate duty free access while Jordan dismantles tariffs on European indudtrid
products over a period of 12 years athough there are product groups that will be freed
earlier. Agriculturd products trade between the two sSdes will be subject to future
negotiations on the dismantling of tariffsin the near future.

The EU is mgor trading partner to Jordan in terms of its imports that account for US$
1,541 million in 2000 condtituting about 33% of Jordan’s imports, to be followed by
Arab countries that account for 20% then USA and Japan. Jordan suffers a huge trade
deficit with the EU as it exports only US$ 60 million to the EU while 40% of Jordan’s
exports are destined to the neighboring Arab markets followed by Indiaand the USA.

Jordan exports mining products of Phosphates, Potash and manufactures fertilizers,
pharmaceuticals, fresh produce of fruits ad vegetables, chemica products and
recently garments. It imports food products and grains, machines and automobiles,
chemica and oil products and textiles.
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