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Preface

Published on the eve of the high level meeting called to celebrate the tenth
anniversary of the Euro-Mediterranean Partnership (EMP, or Barcelona Process), this
book seeks to assess the achievements and shortcomings of the EMP during the last
decade. The book is the outcome of a joint effort of the Fundacién para las Relaciones
Internacionales y el Didlogo Exterior (FRIDE) and the Real Instituto Elcano de Estudios
Internacionales y Estratégicos. With Spain taking on the responsibility of organising
the EMP’s tenth anniversary summit, under the UK Presidency of the European Union,
these two Madrid-based think-tanks have developed a strong interest in scrutinising
developments related to the Barcelona Process. In this volume we present a collection
of new essays written by some of the foremost experts of Euro-Mediterranean affairs;
the editors would like to express their gratitude to these authors for their insightful
contributions. We would also like to thank participants of the workshop held in
Madrid in May 2005, at which initial versions of the chapters were presented and
discussed. In addition to the chapter authors, these discussions benefited from the
participation of other experts, including Sven Biscop, Ivan Martin, Gonzalo Escribano,
Alejandro Lorca and Mariano Aguirre. We are also grateful for the financial assistance
offered by the Spanish Ministry of Foreign Affairs and Cooperation through the
Spanish Agency for International Cooperation (AECI) and by the British Embassy in
Madrid. We would like to express appreciation to our respective organisations for
supporting the project, and in particular to Ana Echagle and Irene Menéndez, and
Natalia Sancha, researchers at FRIDE and the Real Instituto Elcano, respectively,
without whose assistance this volume would not have been possible. Our thanks go
as well to Andrea Alvarez and Allison Rohe.

Richard Youngs and Haizam Amirah Ferndandez
Madrid, September 2005
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In November 1995, the creation of the Euro-Mediterranean Partnership (EMP)
represented what appeared to be one of the European Union’s most ambitious and
innovative foreign policy initiatives, introduced with the Common Foreign and
Security Policy, itself barely two years old. The EMP forged a partnership between the
then fifteen EU member states and twelve southern Mediterranean states, across a
comprehensive range of economic, social, cultural, political and security issues. The
intervening decade has witnessed a gradual if undramatic solidification of the
Partnership.

There is general agreement that the EMP has failed to meet the loftier objectives
enshrined in its founding Barcelona Declaration and has struggled to adapt to
changes in the strategic context, in particular those associated with the Israeli-
Palestinian conflict. However, beyond this common judgement that improvements
are needed to match EMP rhetoric with reality, differences of interpretation abound.

These differences exist over the meaning and significance of what has been achieved
under the EMP during the last decade; over how firmly embedded the Partnership
really is after a decade in existence; and over who the EMP has most benefited,
northern or southern partner governments, private sectors or civil societies.
Consequently, differences also take shape around the question of future strategy, s
how much of the Barcelona philosophy is worth preserving and which elements merit
fundamental revamping. Differences on such questions are evident between EU
member states; within each of these states; between the European Commission and
southern Mediterranean partners; between southern Mediterranean governments
and civil society voices; and between Arabs and Israel. Amongst analysts a greater
uniformity of robust critique is evident, although with a range of views on the
continuing merits of the Partnership.

Many of these differences were present at the EMP’s birth. Some observers and policy-
makers argue that competing interests and perspectives have since converged, thanks
to the socialising impact of the EMP. Others, however, are more inclined to highlight
the persistence of divergence, after a decade of supposedly common partnership.
It is certainly the case that, whether narrowing or widening, these differences
have assumed a particular pertinence in the context of efforts to revitalise the
Barcelona Process.

Indeed, this volume has been inspired by debates over how to strengthen the EMP as
it approaches its tenth anniversary. With a high-level tenth anniversary summit due
to explore these issues in Barcelona in November 2005, debate has been galvanised
on the EMP’s future direction.

Compiled in the run up to this tenth anniversary summit, this volume seeks to explore
the range of different perspectives on the Partnership, by reassessing the EMP’s ten-
year record of both achievement and failure. The aim is to inform debate at this
crucial juncture - including beyond the summit itself — by shedding critical light on
what has and has not been achieved in key thematic areas of the EMP, as well as on
the different perspectives that persist in relation to such debates. To this end, the
volume compiles new essays by some of the foremost experts on Euro-Mediterranean
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relations, exploring both different thematic areas of EMP cooperation and different
national perspectives on the Partnership’s evolution.

Change in the Arab World

The EMP was launched at a moment of considerable optimism over the future of the
southern Mediterranean. This was largely due to the initial dynamics generated by
the Oslo Accords between Israel and the Palestine Liberation Organisation (PLO).
Further negotiations between Israel and some Arab states created a propitious
background for discussions over the possibility of developing a Euro-Mediterranean
‘zone of peace, stability and security’, as stated in the Barcelona Declaration. As time
passed and the Middle East peace process stagnated — and indeed, intra-regional
tensions deepened - the EMP entered a period of severe difficulty. The increasingly
unhelpful regional environment, added to the EU’s own internal inertia, undermined
the capacity and political willingness of EMP partner countries and institutions to
implement the wide range of reforms originally adumbrated in the Barcelona
Declaration.

Ten years after the EMP was launched, the political, social and economic context of
individual Arab countries, as well as of the Arab region as a whole, has changed
dramatically. Most observers, Arabs and non-Arabs, agree that challenges to Arab
human development remain grave. Some would argue that the Arab development
crisis has even deepened and grown more complex in recent years. The UNDP 2004
Arab Human Development Report has identified ‘the acute deficit of freedom and
good governance in the Arab world as the most stubborn of all the impediments to
an Arab renaissance’.’

Intervention by foreign powers, such as the ongoing occupation of the Palestinian
territories by Israel and the US-led occupation of Iragq continue adversely to influence
the levels of security and well-being in the region. Other impediments relate to the
existence of political, social and economic structures within Arab countries that
continue to underpin authoritarian regimes. The apparent beginning of political
reform processes in the Arab world has attracted much comment. Such incipient
change is of undoubted significance, and promises to impact in important ways upon
the Barcelona Process. However, political openings in the southern Mediterranean
have so far remained cautious, selective and controlled by incumbent regimes.
Reforms have been fragmentary, and have not yet had any discernible impact
on easing the human development crisis in the region. The international context,
marked since 11 September 2001 (9/11) by the US-led ‘war on terror’, is also
having an effect on Arab freedoms, with several governments having imposed
even tighter controls and restrictions on their citizens and citing fear of terrorism as
the justification.

Despite all the limiting factors, calls for reforms to address some of the critical
challenges facing the Arab world have emanated in recent years both from within the

' United Nations Development Programme, Arab Human Development Report 2004. Towards
Freedom in the Arab World, New York, United Nations Publications, 2005, p. 4.
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region and from external powers. One example at the official level is the Declaration
on the Process of Reform and Modernisation, issued by the Arab summit held in Tunis
in May 2004. Civil society organisations have also presented several reform initiatives,
such as the Sana’a Declaration of January 2004, and the Alexandria Charter, approved
by Arab civil society organisations in March 2004. It is widely perceived that much
debate over reform has been prompted by a new US (declared) commitment to back
democracy movements in the Middle East. The Broader Middle East and North Africa
Initiative, which was adopted at the G-8 summit in June 2004, along with the US’s
Middle East Partnership Initiative, represent new elements in the policy environment
conditioning the EMP.

Change in the European Union

Alongside these international trends, developments within the European Union itself
provide a backdrop to the EMP that looks significantly different today than it did in
1995. Change within the EU has been no less noteworthy than within the Arab world.
During the last decade, the EU has incrementally strengthened its profile as an
international actor. Undramatic but steady reform has been introduced to the EU
external relations machinery. This has increased expectations throughout the world
that the EU is better able to meet its own stated objectives of an effective, unified
and values-based foreign policy. The accession of ten new member states in May 2004
accorded the EU greater weight and potential international influence, incorporated
a range of states having recently undergone the kind of political and economic
transformations that the EMP propounds for the southern Mediterranean and has
also given further impetus to ensuring that the EU possesses adequate procedures
more efficiently to make foreign policy decisions.

The Constitutional Treaty, rejected by French and Dutch voters, had promised to inject
greater commitment behind a number of EU policy aims, in particular in relation to
comprehensive approaches to security, development and human rights. It had
additionally incorporated key institutional improvements, including the post of EU
foreign minister, ostensibly aimed at cohering the Union’s increasing range of policy
instruments. With European leaders having agreed to a pause for reflection, at the
time of this writing the fate of such reforms to the EU’s foreign policy machinery
remains uncertain.

A key objective asserted in recent years has been to bring the EU ‘closer to its citizens'.
European politicians have frequently argued that the EU needs to more closely reflect
the values and concerns of its own citizens and to operate in a more transparent and
accountable fashion. This has opened debate about the more systematic
incorporation of civil society actors into EU external actions. Polls have increasingly
shown that European citizens both expect an effective common foreign policy and
attach considerable importance to issues of human rights and development. The new
Constitutional Treaty had affirmed (Arts I-1 and 111-193) that the EU was based on the
principles of ‘liberty, democracy, equality, the rule of law and human rights’ and that
internationally the EU’s policies were ‘designed to advance in the wider world [these]
principles which have inspired its own creation.’

On the back of these general developments, the moulding of the new European
Neighbourhood Policy (ENP) has added a new dimension to relations with the
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southern Mediterranean. The ENP purports to foster a ‘ring of friends’ on the EU’s
new post-enlargement periphery. This initiative has bred some confusion over how
the linking together of southern Mediterranean states with countries such as Ukraine,
Moldova and Armenia under a single policy framework wil impact upon the EMP.
Official EU doctrine is that the Neighbourhood Policy reflects a continuation and
reinforcing of the Barcelona Process. Debate remains open, however, on the precise
division of policy initiatives between these two frameworks.

The ENP was initially intended as an initiative focused on the states of the EU’s new
eastern periphery. Its extension to the southern Mediterranean offers the EU a
number of potentially important new policy instruments in this region. The ENP is
based on the notion of pursuing deeper and faster cooperation with those states that
are more willing to progress with key reforms. The ENP offers the ‘new neighbours’
participation in many areas of EU economic cooperation, and in particular the single
market, and is said to be based on an ‘everything except the institutions’ logic. It also
contains an apparently more prominent focus on human rights and democracy.

Reflecting the declared aim of differentiating more between individual states, the
ENP provides for bilateral action plans covering each neighbouring country. Morocco,
the Palestinian Authority and Jordan were the first to agree on such action plans;
Egypt and Lebanon have made significant progress in their negotiations with the EU.
These action plans include over 200 stated objectives, but with little ordering of
priorities. They have been closely modelled on the Europe agreements of the 1990s —
and indeed, in certain places, are more or less exact replicas of the frameworks
applied in eastern Europe. Progress on a series of reform benchmarks will be reviewed
in 2007, with the idea of generating a ‘competitive dynamic’ between countries eager
to attract more European resources. The Commission’s current proposal (now tied in
with the highly politicised debates over reform to the wider EU budget) is that as of
2007 the range of budgets covering the new neighbours will be folded into a single
European Neighbourhood and Partnership Instrument (ENPI). The last text on
budgetary reform presented by the Luxembourg Presidency at the June 2005
European Council - rejected of course amidst high profile acrimony — proposed a
significant decline in funds for external relations.

Many uncertainties consequently remain over the significance of the ENP. Some states
view it with concern, as potentially cutting-across the Barcelona Process acquis and
introducing an unduly ‘imposed’ European initiative undermining the sense of
partnership built up with Arab states. Other states see it as key to tempering the
atrophy of the Barcelona Process and introducing a focus based more on concrete
results rather than on a ‘process for process’ sake’ philosophy, which they feel has
come to debilitate the Euro-Mediterranean Partnership. The EU has so far been
deliberately vague on the question of which kinds of reform will be rewarded with
what kinds of sums of additional aid. Where initial action plan drafts talked of firm,
objective benchmarks, more discretionary language has gradually crept back in. A
number of member states are resisting proposed increases in aid, under the new ENPI,
to middle income Maghreb and Mashreq states, pressing instead for a larger share of
resources to be directed at the poorest developing states.

In short, a plethora of developments — the ENP, new debates over European values
and internal democratic vibrancy, eastern enlargement, evolving EU foreign policy
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mechanisms and the rejection of the Constitutional Treaty — combine to produce a
changing context for EU strategies towards the southern Mediterranean. With the
precise implication of these changes remaining unclear, they are important
ingredients in the mix of considerations that inform perspectives on the record of and
prospects for the Euro-Mediterranean Partnership.

Reassessing Barcelona

This evolving context invites analysis of the EMP from a range of different levels and
perspectives. As the tenth anniversary summit approaches, a number of overviews of
the EMP’s achievements have been prepared, along with policy papers
recommending specific reforms. The paper produced in February 2005 by EuroMeSCo
stands as the most comprehensive and high profile of such reports,?> while the
Commission’s April 2005 Communication provides an official view on what has
succeeded under the EMP and which elements need renewed attention.?

In this volume we mould our analysis around some of the questions that we feel have
so far been less explored in such work. In particular, two broad categories of concern
present themselves for consideration. First, the question of how far the rich
accumulation of initiatives in different thematic areas is in fact working to produce
the impact to which the Barcelona Declaration aspires. Second, the issue of how the
EMP is perceived from different national perspectives and how the Partnership relates
to the evolving policies of national governments. Pursuant to these broad aims, the
volume examines a number of more specific questions:

- What have been the political and social effects in the southern
Mediterranean of EMP economic cooperation and strictures?

- How significant has the emergence been of supposedly new approaches to
security under the EMP since the terrorist attacks of 9/11?

- What have been the precise strengths and weaknesses of EMP initiatives in
the fields of cultural cooperation and human rights?

- How have key EU member states sought to influence the evolution of the
EMP and how have their national priorities in the Mediterranean themselves
changed?

- What are the broader lessons which can be drawn from the EMP’s
performance about the EU’s effectiveness and distinctiveness as a foreign
policy actor? What types of reform are most urgent to the EU’s foreign policy
instruments?

- How have southern Mediterranean perspectives of the EMP evolved during the
last ten vyears, and how has the Partnership impacted upon local
political debate in these countries?

In light of these concerns, the volume is structured into two sections: first, it assesses
the main thematic areas of the EMP and second, it analyses the positions and
perspectives of several states within the Barcelona Process.

Opening the first section, Eberhard Kienle offers a critique of one of the underlying
tenets of the EMP’s philosophy, namely that efforts to promote economic reform in

2 EuroMeSCo, Barcelona Plus: Towards a Euro-Mediterranean Community of Democratic States,
February 2005.

* Commission of the European Communities, Tenth Anniversary of the Euro-Mediterranean
Partnership: A Work Programme to Meet the Challenges of the Next Five Years, (Communication
to the Council and European Parliament), 2005.



Introduction

the southern Mediterranean would themselves impact positively upon the EU’s stated
objective of encouraging security-enhancing political change. In a similar vein,
George Joffé outlines the shortcomings of the EMP’s economic prescriptions and the
EU’s failure to target the most pressing needs of southern Mediterranean economic
and social infrastructure.

In chapter three Roberto Aliboni argues that similar shortcomings beset the political
domain, with EU efforts to promote democracy and human rights remaining both
limited in scale and ill-conceived in a number of crucial senses. In her essay, Michelle
Pace offers more grounds for optimism in charting the development in the EMP of an
impressive array of cultural initiatives, but also laments that the third basket has
remained oriented towards uncontroversial issues and has been too elite-oriented
rather than broadly participatory.

Offering a robust critique of EU immigration policies, Bichara Khader lambasts the
Barcelona Process’s ‘securitisation’ of migration issues, which contradicts — he sustains
— the EMP’s own declared tenets of inclusiveness. In an analysis of the security
domain, Fred Tanner highlights the extent to which security cooperation under the
EMP has increasingly focused on Justice and Home Affairs (JHA) concerns rather than
any initiatives aimed at broader security sector reform.

The book’s second section offers case studies of seven of the EMP’s member countries,
four European, three Arab.

Dorothée Schmid outlines the key elements of France's ‘mixed’ perspectives on the
EMP: its increasing desire to utilise the EMP while also retaining scope for national
action; its priority concern with strengthening the Partnership’s JHA pillar after 9/11;
and its growing tendency to see the EMP through the lens of strategic competition
with the United States. In his chapter on Spanish policies, Jesus Nufiez charts the
different approaches of successive Spanish governments towards the Mediterranean,
before warning that the current administration is staking a great deal of its
Mediterranean credibility on its capacity to enhance the region’s development and
security.

Annette Jiinemann observes that Germany has gradually strengthened its security-
driven engagement in the Barcelona Process, but that Berlin also exhibits contrasting
signals: on the one hand, the country has focused increasingly on facilitating dialogue
(both through the EMP and bilaterally) with a broad range of civil society
organisations; on the other hand, it has favoured some highly ‘repressive’ measures
in the sphere of counter-terrorism. For her part, Rosa Balfour notes some very
contrasting dynamics in Italian policy: Italy’s persistently low profile in debates over
the EMP and priority orientation towards the Balkans; and its tendency to resort to
bilateral actions outside the EMP, including in relation to Libya, which sits very
uneasily with EU human rights objectives.

The volume lastly offers three short essays assessing Arab perspectives on the EMP.
In his chapter, Amr Hamzawy laments the limited role that the Barcelona Process has
played in relation to recent, significant political developments in Egypt. Walid
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Abu-Dalbouh outlines persistent concerns in Jordan over the EMP’s economic impact
and admonishes the EU for having done little to advance democracy and human
rights in Jordan since the Barcelona Process’s creation. Fouad Ammor discusses
Moroccan perspectives vis-a-vis the EMP, emphasising the need for the EU to do more
to help implement political reforms in the southern Mediterranean partner states.

The volume’s conclusions draw out a range of common concerns that emerge from
our authors’ respective chapters. These are presented as the key issues on which
deliberation is most urgently required if the stated aim of revitalising the Barcelona
Process is to be fulfilled. In addition, we revisit the main suggestions for improvement
in each thematic area that we hope will stimulate debate ahead and beyond the
EMP’s tenth anniversary. Summarising the findings of our volume, we contend that
the EMP requires both qualitative and quantitative reform if it is not to lose its
comparative advantages as a holistic framework governing relations between the EU
and the southern Mediterranean.



Section One:
Thematic Areas
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The Southern Mediterranean States
Ten Years after Barcelona
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Ten years after the Barcelona Conference the European Union’s southern and eastern
Mediterranean neighbours have made little or no progress towards democratisation
or political liberalisation. In some cases during this decade, political regimes even
became more authoritarian and repressive than they had previously been. Crucially,
the expected causal link between economic and political liberalisation, such a central
element of the Barcelona Process philosophy, has not materialised in practice. This
chapter examines why economic reform has not entailed political reform beyond
what may be termed the reconfiguration of authoritarianism. It is argued that
understanding why this link has failed to materialise is key to the rightful future
development of the Barcelona Process.

Economic Reforms

Since the mid-1980s all southern Mediterranean states have initiated economic
reform policies to overcome severe economic crises and enhance their long-term
growth prospects. Particularly in a period of declining oil revenues, inefficient
resource allocation and productivity had heavily increased external and budgetary
imbalances, as well as public debt. In practice, most of the states concerned
implemented programmes of macro-economic stabilisation and structural adjustment
as proposed or imposed by the International Monetary Fund and World Bank. In a
few rare cases, including Syria and Libya, reforms of this type have been implemented
without the direct involvement of external actors, but even here were largely copied
from said institutions’ policies. Expressing a set of economic assumptions fashionable
then and now, these reforms have been advocated not only by the Bretton Woods
institutions but by the majority of the Organisation for Economic Cooperation and
Development (OECD) countries and the multilateral organisations that they
dominate. Therefore, it comes as no surprise that economic reforms recommended
under the Euro-Mediterranean Partnership (EMP) initiative have been inspired by the
same assumptions.

Macroeconomic stabilisation and its variations mainly aim at overcoming external and
budgetary imbalances that lead to an increase in public (domestic and/or foreign) debt.
As external imbalances frequently derive from endemically unbalanced budgets,
stabilisation — among other measures — entails cuts in government spending (social
services, subsidies, etc) and attempts to raise revenues (taxation). Structural adjustment
in its generic sense (including its specific definitions by the World Bank) aims at
enhancing the long term productivity and competitiveness of an economy. Partly
overlapping themselves, both sets of measures aim at ‘liberalising’ the economies
concerned in three major ways. First, they seek to strengthen the private relative to the
public sector, by privatising to some extent publicly owned enterprises, in particular
those producing commodities and services; second, they seek to deregulate economic
activities, for instance through the reform of labour markets; and third, they seek to
increase the share of markets in the allocation of resources. According to a common
misunderstanding, the growth of the private relative to the public sector implies a
greater role for markets in the allocation of resources. Generally, stabilisation and
adjustment are accompanied by some limited measures intended to cushion socially
disruptive effects and/or otherwise support the transition to private sector based
economies (social funds, business support centres, transition periods, etc).’

' See, for instance, Lance Taylor (ed.), The Rocky Road to Reform: Adjustment, Income Distribution,
and Growth in Developing Countries, Cambridge, MA, MIT Press, 1993 and L. Taylor, Restructuring
Macroeconomics: Structuralist Proposals and Critiques of the Mainstream, Cambridge, MA,
Harvard University Press, 2004.
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Since the Barcelona Conference was held at a time when southern Mediterranean
states were increasingly moving from stabilisation to adjustment, or when they were
indeed in a position to deepen adjustment, EU-sponsored reforms stress the latter
rather than the former. They entirely embrace the objective of economic liberalisation
in terms of deregulation, private sector and market growth; however, they do so
whilst supporting measures to make these reforms more socially palatable. EU
reforms also put particular emphasis on external economic liberalisation and thus on
free trade between the EU and its southern Mediterranean partners, with a Euro-
Mediterranean free trade area as prime objective.?

Although all southern Mediterranean states have begun to liberalise their economies,
none of them has pushed such liberalisation very far. Public sectors have shrunk, but
even without counting the hydrocarbon industries, they continue to account for a
significant part of the gross domestic product (GDP), foreign trade and fixed
investment. Public sector monopolies also continue to exist, or have simply been
replaced by private sector monopolies or oligopolies. Labour markets have been
partially reformed and ‘liberalised’ but like numerous other activities continue to be
highly regulated. Market relations have affected the allocation of growing numbers
of commodities and services but centrally organised forms of resource allocation
persist. Foreign trade liberalisation is (about to be) most advanced in states that have
ratified association agreements with the EU, governed by the principles of the Euro-
Mediterranean Partnership.?

Linkages between Economic and Political Reforms

Much of the literature that establishes a positive causal link between economic and
political reform concentrates on the effects of economic liberalisation. It assumes that
private sector growth favours: a) economic growth and wealth creation; b) the
emergence or growth of a middle class or bourgeoisie, often seen as natural carriers
of democratic values; ¢) the growth of ‘economic markets’ entailing the growth of
‘political markets’; and d) the retreat of the state. Though in different ways and to
different degrees, advocates of the EMP subscribe to all or some of these arguments.
Far less frequently appears a fifth and more interesting argument according to which
economic reform reinforces societal differentiation and cleavages in need of new
conflict resolution mechanisms.*

There are few claims in the literature that the austerity measures at the heart of
macroeconomic stabilisation favour political liberalisation. Even democracy
promoters consider them as temporary obstacles to democratisation, to the extent

For a concise summary, see Samir Radwan and Jean-Louis Reiffers (eds), Le partenariat euro-
méditerranéen, 10 ans apres Barcelone: acquis et perspectives, (FEMISE 2005 report), Marseille,
Institut de la Méditerranée, 2005. For a discussion of the strategy, its objectives and results, see
Richard Youngs, ‘European Approaches to Security in the Mediterranean’, Middle East Journal,
2003, vol. 57, no. 3, pp. 414-31; Oliver Schlumberger, ‘Arab Political Economy and the European
Union’s Mediterranean Policy: What Prospects for Development?’, New Political Economy, vol. 5,
no. 2, pp. 247-68; and Eberhard Kienle, ‘Destabilisation through Partnership? Euro-Mediterranean
Relations after the Barcelona Declaration’, Mediterranean Politics, vol. 3, no. 2, pp. 1-20.

See the annual reports produced by FEMISE mentioned above, as well as relevant World Bank
reports, frequently updated and generally accessible on the World Bank’s website,
www.worldbank.org.

For a more detailed discussion of these arguments, see Eberhard Kienle, A Grand Delusion:
Democracy and Economic Reform in Egypt, London, 1.B. Tauris, 2001, in particular pp. 183-200.

25



26

The Euro-Mediterranean Partnership: Assessing the First Decade

that austerity measures allegedly tend to foster anti-government mobilisation and
consequently pre-emptive or reactive clampdowns.®* However, in the long run
austerity measures are supposed to cure economies; consequently, the latter would
improve and grow, and political liberalisation would return to the agenda. Curiously,
however, austerity measures have hardly ever been likened to an increase in taxation,
which — according to the taxation-representation literature — is supposed to favour
political liberalisation and democratisation.®

Economic and Political Developments

In some southern Mediterranean partner countries a degree of political liberalisation
has chronologically followed, or coincided with, economic reform. While this suggests
the possibility of a causal link, this needs to be examined more closely.

Much has been quoted, in this respect, about the case of Morocco, where — 14 years
after the beginning of economic reform and about a year after the country adhered
to the Barcelona Process — the 1997 parliamentary elections seemed to usher in major
political change. Morocco had reached an agreement on stabilisation and adjustment
with the international financial institutions as early as 1983. Providing for the
standard measures sketched out above, the agreements were implemented to the
overall satisfaction of the Bretton Woods institutions. They produced macroeconomic
stability, moderate economic growth, a degree of deregulation, the growth of the
private relative to the public sector, an extension of markets and a greater number of
and substantively strengthened capital owners. In 1996, Morocco became the second
southern Mediterranean country (after Tunisia, see below) to sign a new EMP
association agreement, which came into force in 2000.

Observers assuming a time-lag between economic and political reforms, as well as
those believing in the rapid translation of economic into political change, could
consider themselves vindicated by the 1997 elections. The latter not only changed the
composition of parliament but also resulted in a new coalition government, under
the leadership of the Socialist Party that had never been represented in any previous
government. The new prime minister, Abd al-Rahman al-Yusufi, had spent many years
in jail on political grounds. However, while undoubtedly there was change, it was not
ipso facto democratic change. The results of the 1997 elections were as doctored as
ever, largely negotiated between the political parties and the Palace, and ultimately
fixed by the latter. Key ministers such as those for defence and the interior continued
to be selected by King Hassan Il, without any consultation with the prime minister.
The king neither lost nor renounced any of his sweeping powers, which were soon
inherited by his son and successor, Muhammad VI.

No major political reforms have subsequently been implemented in Morocco, except
for the new Personal Status Law, which strengthened the legal position of women.
After the 2002 elections, Muhammad VI delayed the formation of a new government

See, for instance, Stephen Haggard and Robert R. Kaufman, ‘Economic Adjustment and the
Prospects for Democracy’, in S. Haggard and R. R. Kaufman (eds), The Politics of Economic
Adjustment, Princeton, Princeton University Press, 1992, pp. 319-50.

Eberhard Kienle, ‘The Political Economy of Regime Transformation’ (unpublished paper presented
at the European Science Foundation workshop, ‘Euro-Med and Middle East Political Economy:
Assessing the State of the Field’), European University Institute, Florence, May 2003.
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to reinforce his own prerogatives and to demonstrate the ultimate irrelevance of
elections. Probably with the same objective in mind he chose a prime minister from
outside the new parliamentary majority. Around the same time, he reinforced top-
down decision-making processes, by — for instance — reinforcing the role of centrally
appointed governors in the provinces. Political decompression (to use a more modest
term than ‘political liberalisation’) continued, but was not pushed further. While
freedom of expression is broader than it was previously, the recent troubles
of journalists and the press hardly indicate a continuous expansion and reinforcement
of liberties.

Even if developments since 1997 had been more positive, the chronology order or
correlation of events would still not prove a causal link between economic and
political reform. The 1997 ‘alternance’ has been explained as an attempt at elite
rotation in which the king grants honours and rewards to competing groups and
factions. Similarly, the partial and slightly less restrictive redefinition of liberties
applied since the late 1990s may be seen as simple window-dressing for foreign
donors and allies, including the EU, which were rhetorically concerned about
democracy and human rights.’

Less quoted is the case of Syria, where economic reforms began in the 1970s and
1980s and, since the 1990s, have coincided with a degree of political decompression.
While the earlier economic reforms clearly fall into a period prior to the launch of the
Euro-Mediterranean Partnership, more recent measures were enacted after Damascus
became interested in an EMP association agreement. Following protracted
negotiations, this agreement was signed in 2004, but at the time of this writing has
still not been ratified.

In the second part of the 1980s, the Syrian regime under Hafiz al-Asad decided to turn
to the private sector to pull the country out of its fiscal and foreign exchange crisis
and to return to positive growth figures. The policy change quickly paid off, even
though modest but increasing hydrocarbon production helped the regime to ignore
underlying structural problems. Within a few years the private sector exceeded the
public sector in terms of new investments, industrial output and contribution to GDP.
Tacit and sometimes explicit de- and re-regulation had taken place to help foster
these changes, which entailed the allocation of additional resources through market
mechanisms. Not surprisingly, the income of private entrepreneurs rose considerably,
reinforcing societal differentiation.

Immediately prior to the parliamentary elections of 1990, the regime introduced
what by Syrian standards seemed to amount to major political reform. It changed the
electoral law, allowing independent candidates to stand and to fill one third of the
seats in parliament. At the same time, repression somewhat eased and the regime
reigned in some of the worst human rights abuses committed by its various police

7 Mounia Bennani-Chraibi, Myriam Catusse and Jean-Claude Santucci (eds), Scénes et coulisses des
élections au Maroc: les législatives de 2002, Paris, Karthala, 2005; Myriam Catusse and Frédéric
Vairel, ‘Ni tout a fait le méme, ni tout a fait un autre: métamorphoses et continuités du régime
marocain’, in Monde arabe: Maghreb / Machrek, no. 175, pp. 73-92; Jean-Noél Ferrié, ‘Succession
monarchique et désenchantement de I'alternance partisane au Maroc’, in Annuaire de I’Afrique
du Nord 1999, Paris, Editions du CNRS, 2002, pp. 215-32; Alain Roussillon, ‘Un Maroc en transition:
ruptures et continuités’, in Monde arabe: Maghreb / Machrek, no. 164, pp. 3-8; and see also
chapters on Algeria in Annuaire de I’Afrique du Nord, Paris, Editions du CNRS, annual.
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forces. Policies to strengthen the private sector continued, notably with the
Investment Law of 1991 that offered generous tax holidays to local and foreign
investors. And after a period of stagnation in the second half of the 1990s, as of 2000,
new reforms were promulgated and implemented after Bashar al-Asad had
succeeded his father. The most visible innovation was a change to the banking law,
allowing private banks to form joint ventures with the state and compete with public
sector banks. Parliament continues to be elected in accordance with the revised
electoral law and, in spite of numerous abuses, the regime’s grim human rights record
has continued to improve.

There is no doubt that electoral reform helped the regime to widen its societal base
by incorporating as junior partners members of the business community. It therefore
provides an example of modest political liberalisation under conditions of limited
economic liberalisation. However, improvements in the human rights record were
clearly meant to appeal to North American and European constituencies whose
support became ever more crucial after the end of the cold war and the demise of the
Soviet Union had deprived Syria of its major external sources of economic, military
and diplomatic support vis-a-vis Israel.®

In short, in Morocco and Syria partial economic liberalisation clearly preceded, or
coincided with, a degree of political decompression. In the Moroccan case, such
decompression was moreover preceded by the signing of the new association
agreement with the EU. However, except for the modest changes to the electoral law
in Syria there is no evidence as to a causal link between economic and political
reform. The existence of such a causal link is further thrown into question by the
example of countries where economic reform coincided with political stagnation or
even political deliberalisation.

In Jordan, macroeconomic stabilisation and structural adjustment date back to the
mid-1980s. In line with the basic features of these policies, budgetary and external
imbalances were addressed; a degree of deregulation took place; the private sector
was allowed to move into activities that up until then had been the preserve of the
public sector; owners of capital were strengthened numerically and economically; and
markets played an increasing role in the allocation of resources. Just as in Morocco,
the Euro-Mediterranean association agreement, signed in 1997 and in force since
2002, by and large reinforced these trends.

However, the much celebrated 1989 general elections and their results reflected
political as much as economic developments. They provided a limited degree of
political representation, rather than participation, meant to incorporate helpful
constituencies into the political process, and compensate voters for economic losses
caused by austerity measures that had resulted in open revolts. They also followed

8 Philippe Droz-Vincent, ‘L'autoritarisme syrien entre réformes internes et pressions américaines’, in
Rémy Leveau (ed.), Afrique du Nord / Moyen-Orient: espace et conflits, Edition 2004-2005, Paris,
La documentation francaise, 2004, pp. 95-115; Raymond R. Hinnebusch, Syria: Revolution from
Above, London, Routledge, 2002; Eberhard Kienle (ed.), Contemporary Syria: Liberalisation
between Cold War and Cold Peace, London, British Academic Press, 2004; Eberhard Kienle,
‘Authoritarianism liberalised: Syria and the Arab East after the Cold War’ in William Hale and
Eberhard Kienle (eds), After the Cold War: Security and Democracy in Asia and Africa, London, |.B.
Tauris, 1997, pp. 194-226; Volker Perthes, The Political Economy of Syria under Assad, London, I.B.
Tauris, 1995; and Volker Perthes, ‘Syria under Bashar al-Asad: Modernisation and the Limits of
Change’, Adelphi Paper, no. 366, London/Oxford, 1SS & Oxford University Press, 2004.
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King Hussein’s decision in 1988 to sever (most) ties with Israeli-occupied Palestine and
thus reflected the reformulation of the Hashemite monarchy as a Transjordanian
entity similar to the identity that had prevailed from its creation to the first Palestine
war. The partially liberalised economy, of course, did not prevent subsequent
suspensions of parliament or the promulgation of a new electoral law in 2003, which
redrew constituencies expressly so as to produce a stable pro-Hashemite majority. In
the best of cases, Jordan has politically stagnated in the period of economic reform
since the creation of the Barcelona Process.?

Algeria has implemented important and far reaching measures of economic
stabilisation since the economic crisis and large scale riots of the late 1980s. Prudent
macroeconomic policies have continued ever since then and were later accompanied
by modest measures of economic liberalisation. Algeria signed an association
agreement with the EU in 2002, which was ratified in September 2005. Recently, there
has once again been talk of major privatisations. Partly because of its significant
income from hydrocarbon rents, Algeria has not seen the emergence of a private
sector, a class of private capital owners or markets that advocates of a linkage
between economic and political liberalisation would consider strong enough to
presage political change.

During the period in question, Algeria has made little progress towards political
liberalisation. As is well-known, the 1992 general elections were suspended by the
regime when the Islamist opposition appeared to be on the brink of victory. Once the
Islamist opposition was defeated through harsh repression and after a civil war that
was repeatedly escalated not only by the opposition but also by the regime, two
presidential elections have been held. On both occasions opposition candidates were
allowed to stand. The first time they withdrew in protest against government
attempts to rig the election, the second time they won a negligible portion of the
vote. The regime remained in place, with a few shifts in balance between its different
factions. After a period of political decompression the freedom of the press has again
been restricted, with the closure in 2004 of Le Matin and the subsequent harassment
and arrest of numerous journalists.™

In Egypt, the reforms implemented under a 1991 agreement with the international
financial institutions also followed the usual template and included the usual set of
measures. Temporarily, at least, they managed to reduce budgetary and external
deficits. Similar to developments in Syria, they enabled the private sector to overtake
the public sector with regard to various key economic indicators. Though not
necessarily in commensurate terms, they also strengthened the role of markets. They
also strengthened owners of capital, both numerically and in their share of total
wealth, thus again deepening societal differentiation. The association agreement
with the EU signed in 2001 and in force since 2004 has reinforced these trends.

9 André Bank and Oliver Schlumberger, ‘Jordan: Between Regime Survival and Economic Reform’,
in Volker Perthes (ed.), Arab Elites: Negotiating the Politics of Change, Boulder, CO, Lynne
Rienner, 2004; Lucas E. Russell, Institutions and the Politics of Survival in Jordan: Domestic
Responses to External Challenges, 1988-2001, Albany, NY, State University of New York Press,
2005; and Curtis A. Ryan, Jordan in Transition, Boulder, CO, Lynne Rienner, 2002.

'° Bradford L. Dillman, State and Private Sector in Algeria: The Politics of Rent-Seeking and Failed
Development, Boulder, CO, Westview, 2000; Luis Martinez, The Algerian Civil War, 1990-1997,
London, Hurst, 2000; Werner Ruf, Die algerische Tragédie: vom Zerbrechen des Staates einer
zerissenen Gesellschaft, MUnster, Agenda-Verlag, 1997; see also chapters on Algeria in Annuaire
de I’Afrique du Nord, Paris, CNRS Editions, annual.
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Politically, the economic reforms coincided with highly repressive amendments to the
penal code; an increased number of arrests under emergency law provisions; an
avalanche of death sentences; tighter restrictions on the independence of
professional organisations; additional restrictions to the freedom of expression; and
the severely rigged general elections of 1995, in which members of the regime party
obtained 95 per cent of the seats. These developments also coincided with the
run-up to the Barcelona Conference and continued during the protracted
negotiations for a Euro-Mediterranean association agreement between Egypt and
the EU. After the late 1990s, repression eased slightly. In the 2000 general elections,
the regime’s party won 87 per cent of the seats, the share it had by and large
obtained in parliaments prior to 1995. However, the constitutional amendment
promulgated in May 2005, allowing more than one candidate to stand in presidential
elections, included enough restrictions to guarantee in practice the victory of the
regime candidate.

It is certainly true that political deliberalisation in Egypt in the 1990s reflected a
variety of variables. To a considerable extent it reflected conflicts between
the regime and oppositional Islamists. At the level of positive liberties it was
largely the unintended consequence of a supreme court ruling requesting the
regime to amend the restrictive electoral law. In other words, a liberal-minded court
ruling for a liberalisation of the electoral law prompted the regime to compensate
or even overcompensate by fraud for what it might have lost in freer and fairer
elections. However, the example of Egypt in the 1990s not only shows that economic
liberalisation alone is not enough to advance political liberalisation, but in some
respects, it also illustrates that economic liberalisation may itself have politically
deliberalising effects. It can indeed be shown that new restrictions on the
press and on trade union activities were directly related to the growth of the private
sector that attempted to invest in the media and to weaken the organisational
capacities of its workforce. The more recent partial political decompression
reflects international, in particular US, pressure rather than the spill-over effects of
economic reform."

Even more salutary for advocates of a causal link between economic and political
reform is the case of Tunisia. Having implemented stabilisation and adjustment
policies since 1987, Tunisia soon managed to return to macroeconomic equilibria.
Standard stabilisation and adjustment measures contributed to deregulation, the
increasing role of markets in the allocation of resources and, though with
some caveats, the growth of the private relative to the public sector. Economic
liberalisation was pushed further under the new EMP association agreement signed
as early as 1995 and in force since 1998. The effects on the emergence and
consolidation of a class of capital owners and on social differentiation were similar to
other countries in the region.

Largely considered as an economic success story, Tunisia has become increasingly
repressive in terms of political participation. After a brief period of political opening
in the late 1980s, just after its current president, Zin al Abdin Bin Ali, had toppled his
predecessor Habib Bourguiba, political deliberalisation set in during the 1990s. This

"' May Kassem, Egyptian Politics: The Dynamics of Authoritarian Rule, Boulder, CO, Lynne Rienner,
2004; Eberhard Kienle, A Grand Delusion: Democracy and Economic Reform in Egypt, London, |.B.
Tauris, 2001; Eberhard Kienle, ‘Transformation without Democratisation? Egypt’s Political Future’
in Internationale politik und Gesellschaft/International Politics and Society, no. 4, 2004, pp. 70-86.
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entailed the systematic repression of opposition groups including the left and the
Islamists and culminated in the constitutional reform of 2002 that allowed President
Bin Ali to have himself re-elected another two times, followed by life long immunity
from any kind of persecution. Repression and the suspension of any meaningful form
of political participation have continued after Bin Ali's ‘re-election’ in 2004. A
clampdown on members of the bar association in early 2005 is just one example of
such continuity.”

Trends and Explanations

These examples provide evidence for the slow and modest transformation of some of
the existing political regimes through the inclusion or strengthening of seemingly
participatory elements and the decline in extremely violent forms of repression.
However, so far such transformations have not reduced the capacities of incumbent
regimes to remain in power, reproduce themselves or pursue policies of their choice
within the obvious international and material constraints that may apply. Where
liberties seem to have expanded in one way or another, other, less visible restrictions
were implemented. In line with an argument once developed by I. William Zartman,
political decompression ends up consolidating, not threatening authoritarian
regimes.”” Rather than representing processes of political liberalisation and
democratisation these changes illustrate the reconfiguration and modernisation of
authoritarian regimes.

In most cases these transformations chronologically more or less follow or coincide
with economic reforms comprised of stabilisation and adjustment measures with a
considerable emphasis on economic liberalisation. Such chronology or coincidence
does not as such amount to causation. In some cases there may well be potential for
some degree of causal relation between economic liberalisation and the growth of
certain liberties. However, the political reform that has taken place has been kept
below the threshold that would indicate regime transformation. The 1990 electoral
reform in Syria certainly did not prevent Bashar al-Asad from inheriting his father’s
position of president of the republic.

In other situations, economic liberalisation has directly contributed to additional
restrictions on liberties. To take the case of Egypt, private sector growth in practice
led to restrictions on the possibilities for workers to join trade unions; wealth-related
increases in corruption, both real and perceived; whilst the wealth-related
multiplication of private media companies brought about new restrictions on
freedom of expression and the freedom to form private media enterprises. It should
not be forgotten that hitherto in various countries economic reforms have not
improved the living standard of the majority whose basic liberties are by that very
fact adversely affected.

It could be argued that in the countries examined here, the politically liberalising
effects of economic liberalisation were limited, neutralised or entirely superseded by
the politically deliberalising effects of austerity measures. Indeed, in all cases,

'2 Eva Bellin, Stalled Democracy: Capital, Labor and the Paradox of State-Sponsored Development
Ithaca, NY, Cornell University Press, 2002; Michel Camau and Vincent Geisser, Le syndrome
autoritaire: politique en Tunisie de Bourguiba a Ben Ali, Paris, Presses de Sciences-Po, 2003; see
also chapters on Tunisia in Annuaire de I’Afrique du Nord, Paris, Editions du CNRS, annual.

3. William Zartman, ‘Opposition as Support of the State’, in Giacomo Luciani (ed.), The Arab State,
London, Routledge, 1990, pp. 220-46.
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measures of economic liberalisation followed, or coincided with, stabilisation in
the wider or generic sense of the term and thus with austerity measures, albeit if only
by attempts to pre-empt renewed increases in budget deficits and external
imbalances. In other words, the cases examined above provide no clues as to what
the effects of economic liberalisation would be, or would have been, in an overall
context not marked by stabilisation and austerity. Moreover, it does not seem that
much evidence of that sort will be available in the future: various countries such
as Morocco may well be in store for new stabilisation programmes, while others,
such as Egypt, have heavily scaled down privatisation programmes once stabilisation
(temporarily) succeeded.

However, if the political effects of austerity measures override those of economic
liberalisation, the latter is not an independent variable strong enough to prompt or
favour political liberalisation. More importantly, the fact that economic liberalisation
generally occurs in contexts of actual or pre-emptive stabilisation (intended to avoid
macroeconomic imbalances) renders the argument as to the politically liberalising
effects of economic liberalisation entirely hypothetical. This applies not only to Arab
but also to OECD countries where economic liberalisation also invariably occurs in a
context of fiscal retrenchment, and therefore of reactive or pre-emptive stabilisation
with the attendant austerity measures.

The argument that the political effects of austerity measures work against those of
economic liberalisation is premised on the hypothesis that austerity measures easily or
invariably result in restrictions to political liberties. We have already questioned the
general validity of that assumption. However, the claim that economic liberalisation
alone favours or prompts political reform is based on shaky assumptions, even if it is
made for situations not complicated by austerity policies. Most of the variations on this
theme are neither logically convincing nor based on historical evidence. At least three
standard arguments often advanced in this regard are questionable:

e First, that economic liberalisation ipso facto entails economic growth;

e Second, that economic liberalisation naturally generates a pro-democratic
middle class; and

¢ Third, that market growth inevitably disperses power away from the state.

Rather, historically economic liberalisation only had an impact on political
liberalisation and democratisation when and where it favoured or prompted the
emergence of new power centres able and willing to challenge the respective ruling
regime. These power centres were often the product of growing societal
differentiation; however, growing societal differentiation does not ipso facto entail
the emergence of such power centres. In this process, private economic actors such as
companies, entrepreneurs or groups and associations formed by them, and later trade
unions, began to wield sufficient economic power to become politically relevant.
Entirely contrary to crony capitalist arrangements, this was the process through which
conflicts, stand-offs, negotiations and sometimes violence resulted in power sharing
arrangements which then, thanks to the presence of additional facilitating factors,
gradually developed into democratic decision making procedures.™

' As we know from comparative historical analysis as practiced by Dietrich Rueschemeyer, Evelyne
Huber-Stephens and John D. Stephens, Capitalist Development and Democracy, Cambridge,
Cambridge University Press, 1992; Charles Tilly, Contention and Democracy in Europe: 1650-2000,
Cambridge, Cambridge University Press, 2004; and Kathleen Thelen and Sven Steinmo, ‘Historical
Institutionalism in Comparative Perspective’ in Kathleen Thelen, Sven Steinmo and Frank Longstreth
(eds), Structuring Politics: Historical Institutionalism in Comparative Analysis, Cambridge, Cambridge
University Press, 1992 .
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Hitherto, the economic liberalisation prompted and supported by the EMP in Arab
states has been conducted in ways that have prevented the emergence of such
competing power centres. Nowhere has it yet involved the development of
institutions (in the wider sense), such as impartially governed markets, which could
favour the emergence of such power centres. Nor has it, of course, entailed the
empowerment of weaker actors such as entrepreneurs without regime connections in
ways that would help them challenge the stronger established economic actors and
enable them to establish themselves as competing power centres.

Implications for the Barcelona Process

A key concern for European policy makers concerned with the promotion of
democracy and politically relevant freedoms should be to support the emergence of
such power centres, as long as they adhere to a minimum consensus with regard to
procedure and the boundaries of the political community concerned. Under certain
conditions economic reform, skilfully managed, may contribute to such an outcome.
Public sector reform may cut the patrimonial ties that often allow political regimes to
manage that sector for their own interests. Provided crony capitalist arrangements
are avoided, privatisation policies may have more important effects, in particular if
they entail not only the emancipation of private capital but also that of trade unions
— and especially if they coincide with wider political reforms aimed at reinforcing the
separation of powers.

If the existence of competing power centres is accepted as the necessary condition for
democratisation one cannot simply rely on the alleged beneficial political effects of a
policy as general as economic reform or liberalization. Rather, certain clearly defined
aspects of economic reform must be privileged and linked to equally clearly defined
aspects of political reform — the latter conceived as a process that is not just the
unproblematic by-product of the former.

Practically speaking, this means that external actors such as the EU who push for
reform in Mediterranean or in other developing countries need to design their aid,
trade and development policies in ways that favour the emergence of such
independent power centres. For instance, access to European or OECD markets,
already granted selectively because of domestic lobbies, could be fine-tuned to
enable hitherto less prominent economic actors, groups and categories of economic
actors in the southern Mediterranean to grow and assert themselves more rapidly. In
order to avoid a new type of trans-Mediterranean cronyism and to respect standards
of the World Trade Organisation (WTO), similar results could be obtained more in line
with declared standards of impartiality by scrutinising southern Mediterranean
companies owned or chaired by members of the regimes in place or their family. If
opposed on grounds of non-interference such demands may, and indeed should be
backed-up by similar requirements for European companies and politicians.

Obviously strawmen would appear, but sufficiently strengthened economically even
they might later sever the bonds of clientelism. All sorts of other techniques as
well would be invented to counter the threat. Nonetheless, priority should be given
to the monitoring of the economic activities of regime members; the need for elites
to reveal their fortunes and interests; the implementation of rules separating as
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much as possible the exercise of political from private economic responsibilities;
and the complete transparency of litigation or arbitration procedures, the latter
requiring the strengthening of an independent judiciary and therefore of the
separation of powers.

As a matter of course, any constitutional separation of powers needs to be backed up
by the separation of these powers in actual fact, which involves changes far more
difficult to bring about than simple constitutional amendment. Law courts will never
be independent as long as an unaccountable government monopolises control of the
police and is able to use this to put pressure on judges. Devolution of policing powers
to regional levels may be a solution in some cases.

Put differently, the emergence of independent power centres depends on serious
political reform in addition to a focus on economic reform. In order for economic
reform to favour the emergence of independent power centres and therefore
political liberalisation and democratisation it needs to be pursued through an
accompanying focus on political reform. Civil engineers know that tunnels need to be
dug simultaneously from both ends.



Chapter 2

The Euro-Mediterranean
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When the Barcelona Process was introduced in 1995 as the European Union’s policy
towards the Mediterranean, it was predicated on a series of economic assumptions
designed to achieve certain clear security objectives. There were, of course, other
objectives and assumptions outside the economic arena but this has been the facet of
the Euro-Mediterranean Partnership (EMP) that has received most attention. Indeed,
given the nature of the European Union itself, this was hardly surprising for it was
itself a product of a very similar logic. This chapter questions a number of these key
economic assumptions underlying the EMP, observing that foreign investment to
southern Mediterranean states has failed to increase; that the EMP has failed to hone
in on the fundamental blockages to endogamous growth in Arab states; and that the
European Neighbourhood Policy (ENP) in important regards risks cutting across the
holism of the Barcelona Process.

The Economic Prescription

The primary security objective was, of course, to find some way of dealing with
uncontrolled economic migration and the dangers of spillovers of domestic violence,
itself the result of economic failure, by encouraging sustained and successful
economic development amongst southern Mediterranean states. This was to be
achieved by an extension of the earlier policies of bilateral economic cooperation
whereby the European Union provided access to its domestic markets for goods from
these countries in the hope of stimulating economic development through export-
oriented endogamous growth. Thus, exports of primary products and industrial
goods were provided with unrestricted entry to the European marketplace,” whilst
agricultural produce was subject to restrictions in order to protect European
producers under the Common Agricultural Policy, especially after Spain and Portugal
entered the European Community in 1986.

An ancillary objective of these pre-Barcelona cooperation agreements had been to
stimulate foreign investment, both in terms of official development aid and as direct
private foreign investment. After 1983, the date of Morocco’s debt repayment crisis,
and as the Washington Consensus was adopted by multilateral financial organisations
— the International Monetary Fund and the World Bank, in particular — the emphasis
was increasingly put by the EU as well on economic restructuring and creating a
favourable investment climate in the southern Mediterranean basin as a means of
encouraging private investment from abroad. Thus, although EU official funding
continued and concepts of ‘horizontal funding’ were introduced, there was
increasing emphasis on the advantages of private sector funding from abroad, albeit
as direct investment or, as the states there began to divest themselves of state
economic assets and service responsibilities, as portfolio equity investment.

Such principles were, of course, carried over into the Barcelona Process. Although
official development aid continued through the MEDA? programmes, this was now
primarily directed towards the process of easing the inevitably painful economic
transition process inherent in the principles laid down in the new association

' In fact, textiles and textile goods were subject to voluntary restraint agreements in order to

protect European producers, in a mirror-image of the wider Multi-Fibre Agreement which has just
ended.

The MEDA (Mésures d’Accompagnement) programmes. See Appendix |. See also
http://www.europa.eu.it/europeaid/projects/med/foreward_en.htm.
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agreements that replaced the previous cooperation agreements. In principle, these
differed from their predecessors only in two crucial respects; first, they made
no provision for a change in the agricultural export regimes faced by southern
countries and second, in addition to allowing for tariff-free access into the European
market for industrial goods, they required reciprocal treatment from southern
partner-states. The rationale was simple; the original hope of stimulating
export-oriented growth inside those states by tariff-free access had not worked,
partly because the industries concerned enjoyed protected status. Thus, the obvious
answer was to promote economic efficiency and growth through competition with
European products and producers.

Such an approach was, of course, based on prevailing conventional economic theory.
Economic underdevelopment in the southern Mediterranean, as manifested by
depressed gross domestic product (GDP) growth rates and growing unemployment,
itself the consequence of burgeoning population growth and underdevelopment,
was a consequence of inappropriately-allocated economic resources, leading to
inherent economic inefficiency, as a result of unrealistic domestic pricing policies,
themselves the consequence of economic protectionism. The solution, therefore, was
to expose such economies to a chilling blast of real prices for economic resources, as
established by world prices and by unfettered global competition. This in turn
explains the demands of both the Washington Consensus and the European Union for
the emphasis on export-oriented growth, the removal of tariff barriers, liberalisation
of currency regimes, the removal of the state from the economic process and
encouragement of foreign investment.

The situation was, in reality and in the planners’ minds, far more complex, but this
was undoubtedly the underlying rationale for the stringent policies of IMF-promoted
economic restructuring that began in Morocco in 1983, were adopted voluntarily in
Tunisia in 1987 and adopted under external pressure in Algeria after 1994. They also
clearly informed the economic dimension of the Barcelona Process after 1995 and
continue today to be the theoretical underpinning of contemporary policy. Those
who designed the process were aware of the dangers and tried to reflect this
awareness in the plans they proposed.

Thus, there were short-term fears of the negative effects in the southern
Mediterranean of trade creation and trade diversion; aid was provided to help
southern Mediterranean industrial sectors to prepare for the shock of competition;:
and attention was paid to the inevitable hub-and-spoke system that would develop
out of the bilateral economic components of the multilateral Euro-Mediterranean
Partnership. This was to be countered by the encouragement of integration of
the southern economies into a single market that would then coalesce with the
European Union into a Mediterranean Free Trade Area (MEFTA) by 2010. The Agadir
Agreement is the first stage of that process of southern economic integration which
should, incidentally, also form a zone capable of endogamous self-sustained
economic growth.

® In addition to the MEDA programmes, which were primarily bilateral in nature with a small
horizontal funding component for regional projects (primarily designed to ease the shock of
transition), there was also a soft loan facility through the European Investment Bank. Between
1995 and 1999 it committed 4.808 billion euros and plans to commit a further 6.4 billion euros
between 2000 and 2007. It will also provide an additional 1 billion euros in transnational project
soft loans during this period as well. See
http://www.europe.eu.int/comm/external_relations/euromed/meda.htm.
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Competitors and Disappointments

There are many questions that have been raised and are still to be raised about the
underlying viability of the economic dimension of the Barcelona Process. Why, for
instance, should there be an assumption of general economic growth as a result
simply of the process of trade liberalisation, regardless of what economic theory
might say? There are many internal constraints on such a process, not least the
demand on southern economies to devote a significant proportion of their resources
towards supporting economically inactive proportions of their populations which
hampers growth prospects.* Why should ‘leopard-spot’ economies not result from
such unfettered competition, in which favoured sectors of national economies profit
from their relationship with Europe whilst others collapse? Is ‘trickle-down’ really a
vehicle through which such economic inequalities can be evened out?

Alternative models have appeared to challenge the holism inherent in the Barcelona
vision. The United States, in its own version of ‘soft power’, has put forward two
proposals designed to stimulate change, including economic development in the
Mediterranean basin — the Broader Middle East and North Africa (BMENA) Initiative
and the US Middle East Partnership Initiative (MEPI). The former received a cool
reception at a conference in Rabat at the start of December 2004; however the latter,
which began in 2002, is a far more elaborate affair. It has regional offices in Bahrain
and Tunis and proposes an agenda of creating bilateral free trade areas with southern
Mediterranean states, promoting democratic governance and respect for human
rights, together with programmes for educational reform and empowerment of
women, all on a bilateral basis.

Admittedly, such programmes have minimal funding compared with the Barcelona
Process, with its annual commitment of something approaching 2 billion US dollars
annually in aid and soft loans. On average, MEPI receives about 100 million US dollars
a year, but is being actively promoted and already Jordan, Morocco and Tunisia have
signed free trade area agreements with the United States. Moreover, these
agreements are not limited to industrial goods, as is the case (at least to date) with
the European Union, but also include agricultural exports. Such an inclusion may have
dramatic adverse social consequences in terms of indigenous agriculture which
cannot compete over, for example, cereal production thus forcing peasant producers
out of business and worsening the micro-economic and social crisis and promoting
further economic migration into Europe.

Although formally Europe professes not to be disturbed about such developments it
is noteworthy that the Commission soon developed a new Neighbourhood Policy,
ostensibly to cope with the problems relating to the eastern European periphery,
particularly to future relations with countries such as Ukraine. This was first put
forward in late 2003 and, in essence, proposed that such countries could engage in a
programme with the European Union which would eventually entitle them to the full
benefits of membership of the European single market - although it did not extend
to EU membership and thus did not provide participation in the Union’s decision-
making, administrative and executive processes. It did involve a system of positive

* The World Bank calculates that such economies need growth rates of between 5 and 7 per cent
per year to counter the demand for services. The Middle Eastern and North African economies
have historically had growth rates of between 1.4 and 2.1 per cent per year. In 2002 the average
growth rate was 2.5 per cent and future projections suggest a best-case scenario of 3.2 per cent.
World Bank, Global Economic Prospects 2003, Washington, DC.
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conditionality, allowing participant countries to choose from a menu of 133
requirements to determine the level of participation, with some of these
requirements being political in nature.

Inevitably, as part of Europe’s policies towards its periphery, the same offer was
eventually made to the southern Mediterranean states as well, in the form of the ENP.
The ENP seems to be a response to the American MEPI proposals but runs across the
EMP as well. Of course, officially, the two policies are said to complement each other
but it is difficult to see how this can be the case, since both deal with the economic
relationship between Europe and the southern Mediterranean region but one does
so in an holistic, multilateral context, having express objectives in this sense, whilst
the other offers southern Mediterranean states the opportunity for bilateral
relationships as well.* The danger here is that the ultimate benefits of the Barcelona
Process depend on southern market integration, in order to create a self-sustaining
endogamous economic zone that can generate the internal investment it needs and
thus counter the hub-spoke relationship inherent in bilateral links between individual
states and the EU. The ENP is thus a prescription for perpetual dependence of
southern economies on the European Union, rather than for their eventual release
into self-sustaining growth — the promise of the Barcelona Process.

The Investment Dilemma

Given this plethora of relationships, it is perhaps not surprising that there is little
evidence of the early promises and hopes of the Barcelona Process being fulfilled.
What had been a plan - rightly or wrongly conceived - to achieve economic
development through private sector activities based on a free market model has now
been heavily bureaucratised. The management of the Euro-Mediterranean
Partnership depends on complex committees of diplomats and bureaucrats dependent
on national governments and the European Commission, so that transmission of their
decisions to the private sector is mediated through governmental structures. This
seriously hinders effectiveness and delays the crucial decision-making process
designed to improve economic efficiency. Worse still, the whole issue is in danger of
becoming the object of political and diplomatic challenge - hardly the best
environment for effective economic development — even though considerable sums of
official aid and soft loans are involved. Yet this is not really the crisis facing the
Mediterranean in its search for viable economic development. The answer to that lies
in a far simpler issue, which lays at the heart of the Barcelona Process but is often
overlooked in the planning and inter-governmental interactions that now dominate
it. It is the simple issue of the failure of private investment to reach anything like the
amounts expected. Indeed, much of the potential domestic investment has leaked
away through capital flight into more profitable environments in Europe and
the United States.

> According to the 2004 Annual Report on the European Community’s development policy and
external assistance (p. 86), New Neighbourhood Programmes will receive 45 million euros from
the MEDA budget for the three indicative programmes already in operation in the southern
Mediterranean (with Jordan, Tunisia and Morocco) and, as of 2007, the New Neighbourhood
Policy will have its own budget. The MEDA Programme itself distributed 600.3 million euros
during 2003, from a total budget of 1,402.47 million euros for 143 projects and programmes.
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Stock of Capital Flight by Country - North Africa and Eastern Mediterranean (US$ bn)

1980 - 1986 - 1991 - 1996 - 2001 -

1985 1990 1995 2000 2002
Algeria 17,7 25,7 29,1 29,7 22,7
Egypt 27.9 41,8 32,1 30,9 30,0
Jordan 2.8 6,5 8,1 7,5 7.8
Morocco 12.6 21,5 22,8 23,0 19,0
Tunisia 4,0 6,8 9,2 11,2 11,8
Turkey 21.0 41,2 63,2 96,3 122,5
MPC 85,9 143,5 164,5 198,6 213,7

Source: European Investment Bank, 2005

Politicians in the region anticipated that, once the economic structures had been
created, private investors would flock into the southern Mediterranean countries to
seize the new market opportunities that had been created. This in turn would
generate the essential employment — the problem that lies at the nub of European
security concerns — and thus soak up the excess population in the North African
and Middle Eastern region. It would also contribute to the general picture of
economic development and thus further encourage foreign investors as a virtuous
investment circle was created. Indeed, a large part of the legal reform that has taken
place in the region has been dedicated to creating conditions which would promote
such developments.

The problem is simply that this has not occurred. On average, southern Mediterranean
states have received around half of the foreign investment that they had expected
and, despite wide-ranging privatisation plans throughout the region, the majority of
such investment has been in the form of direct investment, not in the form of
portfolio equity investment — which had been expected to form an ever-increasing
proportion of private investment flows as investors moved into the domestic financial
markets that were to be created as drivers for growth. Furthermore, even when
investment in the oil sectors of the oil-rich states in the region is included, the
investment picture is little improved and such investment has done little to stimulate
non-oil investment or economic development. There has, in short, been little evidence
of the ‘virtuous circle’. Even more striking, in 2002, less than 1 per cent of investment
flows to developing countries went to the Middle East and North Africa.t

The causes of these failures to attract foreign investment have been examined in an
earlier article,” which suggested that there were certain generic problems hindering
the investment process in the region. These included issues such as security of contract
and, in the context of oil-based investment in particular, the danger of the
‘obsolescing bargain’. Outside these areas, there are concerns about political stability
and the legal environment in which investment can be made. They relate to the
stability of the rate-of-return that an investor may enjoy, rather than to the maximum

 Out of total net flows to developing countries of 170 billion US dollars in 2000 and 2001 and 145
billion US dollars in 2002. World Bank, Global Economic Prospects 2003, Washington, DC.

7 G. Joffé, ‘Foreign Investment and the Rule-of-Law’, in A. Vasconcelos and G. Joffé (eds), The
Barcelona Process: Building a Euro-Mediterranean Regional Community, London, Frank Cass, 2000,
pp. 33-49.
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benefits that may accrue and underline the fact that investment is usually a long-term
process in which the investor anticipates a lengthy relationship in which the
investment is made.

Interestingly enough, this picture is altered as portfolio equity investment begins to
make up a more substantial component of the overall investment picture, as such
investment is far more liquid than direct investment. Such concerns are particularly
important in the context of loan investment, where international banking institutions
are involved in investment decisions, for such investment tends to be far more volatile,
as the 1997 economic crisis in southeast Asia demonstrated. Conversely, maximising
rates-of-return in such circumstances tends to be prioritised over the question of
stability of return, as is usually the case in the southern Mediterranean region.

In fact, in many respects the concerns that were behind investment failure in the
southern Mediterranean in the 1990s have become less important today. Thus, the
latest good governance indicators produced by the World Bank may well underline
multilateral concerns about what has come to be known as the ‘Second Washington
Consensus’ in which governance and transparency are seen as the key drivers of
investment, but they do not illuminate the real problems behind the southern
Mediterranean investment failure. Instead, they have been overtaken by other
concerns, such as the economic environment in which investment takes place as well
as the socio-political context. Therefore, factors such as appropriate physical
infrastructure and the human resource-base have become important considerations in
the process of determining investment direction. In this respect, the 2003 Arab Human
Development Report provides acute insight into the reasons why the southern
Mediterranean region has proved to be such an unattractive investment destination.’

The real problem, in its widest sense, is that the region offers no comparative
advantage to attract investors, outside the oil and gas sector — and that brings with it
the problems of rentierism, the ‘Dutch Disease’ and ‘oil curse’. It is too small in terms
of both opportunities and its indigenous resources to attract the interest of the
international investor. It is excluded by the increasing demands of the globalised
financial system that is developing. Investment prospects in the southern
Mediterranean are hardly likely to meet the requirements of the Basel-2 Capital
Requirements Directive — in ways that opportunities in the Far East or in Latin America
do - or guarantee the rates-of-return which that would imply. Financial institutions
are simply too small and structures are too primitive to meet the demands of the
contemporary world.

There are two problems. The first is that the assumed link between economic
governance and economic growth is not always the key that it is described to be -
primitive accumulation of capital is still the essential first stage before the manner in
which it is exploited becomes a dominant issue. There is simply too little investment
to drive development, so that the ways in which it is used is not a dominant concern,
although of course, corruption and capital flight hinder development in principle.
Alongside this is the fact that the environment for the foreign investor is too

The ‘Good Governance Indicators’ for 209 countries were published by the World Bank at the
start of May 2005. They cover six indicators per country — rights, political instability and violence,
government effectiveness, regulatory burden, rule-of-law and corruption. The Second Washington
Consensus prioritises openness, transparency and accountability over purely economic criteria.
United Nations Development Programme, Arab Human Development Report 2003, New York,
United Nations Publications, 2004.

41



42

The Euro-Mediterranean Partnership: Assessing the First Decade

unattractive because of problems of comparative advantage and returns, besides
issues of corruption and governance. The second problem is that the physical and
human infrastructure that encourages investment by creating an appropriate
environment to ensure stable and adequate returns is absent.

The southern Mediterranean lacks the communications and telecommunications
systems that private investors seek — and private investment itself sees no reason why
it should make up the deficiency. Once again, available rates-of-return and market
size discourage this, not to mention the political environment in which investment
would take place. EU ‘horizontal funding’ is designed to counter this deficiency and
encourage the development of infrastructure but it is quite inadequate for the task.
The same is true of national educational systems which are still not adapted to the
demands of a modern economy, although reform is now beginning. Yet, once again,
the restrictions on the ability of the state to accumulate investment for these purposes
as a result of the basic thesis on which the Barcelona Process and similar initiatives —
including those designed by the United States — are based hamper any effective
response. Thus, human infrastructure and capital cannot respond to the demands
made upon it by economic modernisation.

In such circumstances, it seems impossible for the fundamental assumption behind the
EU’s policies to be met. Private investment cannot become the driver of either the
Partnership or the European Neighbourhood Policy, at least not yet. Physical and
human infrastructure must be revived and reconstructed; the private sector will not
do as it can find better investment opportunities elsewhere. That leaves only the
public sector or the EU itself as the source of the investment that is needed and of the
direction that will be essential. There is little point in expecting oil and gas revenues
to fuel such a process and it seems inevitable that official external support will be
essential if a real solution is to be found. It remains to be seen if the European Union
will be able to rise to this unpalatable challenge as the EMP celebrates its tenth
anniversary.
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Appendix 2

(1) Direct Investment

Billions of 2001 MED-9 MED-12 2002 MED-9 MED-12
Inflow 04 1.2 Inflow 0.7 0.6
Flows Outflow 1.5 32 Outflow 13 40
Balance 1.1 20 Balance 0.6 34
Stocks Inward 4.1 7.9 Inward 46 85
Outward 15.0 26.5 Outward 16.9 30.5
- MED-9: Morocco, Algeria, Tunisia, Palestine, Egypt, Jordan, Israel, Lebanon and Syria.
- MED-12: All the above-mentioned states plus Turkey, Malta and Cyprus.
- There are no statistics included in these figures for Palestine.
Note: In 2002, the MED-12 group provided 0.7 per cent of the Union’s inflows of direct
investment and absorbed 3.07 per cent.
(2) Trade in Services
Billions of 2001 MED-9 MED-12 2002 MED-9 MED-12
Imports 13.1 204 Imports 11.3 19.3
Exports 11.5 14.2 Exports 104 134
Balance -1.6 -6.1 Balance -0.9 -5.9
Note: In 2002, the MED-12 group provided 6.31 per cent of the Union’s imports of services
and absorbed 4.09 per cent of its services exports. The MED-12 group represented 5.2 per
cent of the Union’s total trade in services, compared with the MED-9 at 3.5 per cent, America
at 37.5 per cent, Switzerland at 11.2 per cent and Japan at 4.5 per cent.
(3) Trade in Goods
European Union 1980 1990 2002
Billions of MED-9 MED-12 MED-9 MED-12 MED-9 MED-12
Imports 13.0 14.7 20.3 27.7 43.0 66.3
Exports 17.8 20.9 24.0 347 50.2 80.2
Balance 48 6.3 3.7 7.0 7.3 13.9
Share in European Union total (%)
Imports 4.6 5.2 5.0 6.9 43 6.8
Exports 84 9.9 6.8 9.8 5.0 8.0

Note: MED-12 trade with the European Union grew on average by 7.14 per cent per year
between 1980 and 2002. The MED-12 group generated 6.75 per cent of the Union’s imports in

2002 and absorbed 8.04 per cent of its exports.
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World 1980 1990 2002
Billions of MED-9 MED-12 MED-9 MED-12 MED-9 MED-12
Imports 30.6 321 62.2 65.7 164.2 176.0
Exports 24.0 24.6 414 43.0 1134 123.2
Balance -6.6 -7.5 -20.8 -22.7 -50.8 -52.8
Share in European Union total (%)

Imports 23 3.0 2.2 33 2.1 33
Exports 22 24 1.6 23 1.7 25

Note: The southern Mediterranean’s trade dependence on Europe has not lessened

significantly in recent years, indeed, if anything, it has increased. In 2002, 30.57 per cent of

MED-9 imports and 45.57 per cent of MED-12 imports came from the European Union which

also absorbed 26.18 per cent of MED-9 and 53.81 per cent of MED-12 exports.

(4) Trade by Commodity

Billions of Agricultural Produce Energy Machinery Transport Materials Chemicals Textiles
MED-9

Imports 3.0 16.4 3.8 0.8 2.6 7.0
Exports 45 1.1 123 5.8 6.7 4.7
Balance 1.5 -15.3 8.5 5.0 4.1 -2.3
MED-12

Imports 53 16.6 7.3 4.2 3.1 16.3
Exports 6.4 2.0 216 10.3 11.9 6.4
Balance 1.1 -14.6 14.3 6.1 838 -9.9

Sources:  www.trade-info.cec.eu.int/doclib/docs/2004/fed/tradoc_113276.xIs
www.trade-info.cec.eu.int/doclib/docs/2004/fed/tradoc_113468.xIs
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This chapter focuses on the Euro-Mediterranean Partnership’s policy to promote
democracy and human rights and examines how this policy might be strengthened
and improved after ten years of not entirely satisfactory, indeed mostly disappointing,
efforts. To this end, the chapter considers, first, the most important current EMP
initiatives relating to democracy and human rights promotion; second, how the
implementation of these policies might be made more effective; and third, how the
European Union’s overall policy framework impacts upon specific democracy and
human rights policies.

Policy Instruments

The purpose of promoting democracy and human rights is stated clearly in the
Barcelona Declaration. This Declaration points to a number of specific human rights
mechanisms that are to be implemented by EMP partners. The same purpose is
elaborated in less detail in the association agreements, although Article 2 of each of
these agreements again clearly states the basic commitment to democratic reform.
Many policy instruments are geared to the purpose of promoting democracy and
human rights in the EMP, at the EU’s initiative, or that of all partners.

Conditionality

During the past ten years, the EU has not imposed democracy-related conditionality
on Arab states. Trade and aid benefits have not been withdrawn in response to
authoritarian practice. Positive, or rewards based conditionality has also been weakly
implemented, essentially because rewards have coincided with the opportunities the
EMP as such is supposed to provide: rewards, that is, have been linked to and seen as
a result of the very implementation of the EMP. It is well known that positive
conditionality has worked effectively in the context of EU enlargement, where it was
backed by the prospect of being included in the Union. The EU cannot offer the same
perspective to its southern partners, nor does it seem likely that the latter would
be willing to enter the EU as full members anyway. In fact, one may doubt that they
have even sought a truly privileged political relationship with the EU. Positive
conditionality in the EMP has proved very thin because the dynamics of inclusion
have also been weak.

However, the introduction of the new European Neighbourhood Policy (ENP) might
strengthen the use of positive conditionality.! On the one hand, the ‘deeper
integration’ offered by the ENP is judged by proponents to be sufficient to act as an
incentive for reforms in southern partners. In particular, what could prove attractive
to most southern partners is the granting of the free movement of persons, in
addition to freedom in the movement of goods, services and capital, as these four
freedoms are at the heart of the ENP agenda. On the other hand, the ENP offers the
possibility of enhanced cooperation, which promises a considerable increase in the
flow of resources, contingent upon partners complying with the objectives stipulated
with the EU.

' See European Commission, Wider Europe-Neighbourhood: A New Framework for Relations with
our Eastern and Southern Neighbours, (Communication from the Commission to the Council and
the European Parliament) COM, 2004, 104, 11 March 2003; and European Commission, European
Neighbourhood Policy — Strategy Paper, (Communication from the Commission to the Council and
the European Parliament) COM, 2004, 373, 12 May 2004.
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Such stipulation is to take place bilaterally, between the EU and each partner state
individually, by means of action plans, a new instrument introduced by the ENP.
Besides planning economic policies to be pursued jointly with the financial assistance
of the EU, the action plans are designed to provide a common platform for political
reform. Prior to their implementation, action plans are negotiated by the two parties
within the framework of what the ENP terms a ‘reinforced political dialogue’. The
plans include a number of benchmarks negotiated and agreed upon by the parties in
the course of the reinforced political dialogue, with a view to monitoring the process
towards the implementation of such reforms. Monitoring and assessment are to take
place jointly on the basis of the principle of co-ownership. The outcome of this
exercise will affect the continuation of the plan. Every three years or so, the parties
are to draw up a balance sheet. If the result, as measured by the benchmarks, is
satisfactory, the flow of resources to the partner will be increased. The current request
of the Commission to EU member states is for a considerable increase in funds for the
period 2007-2013, when MEDA and the other funds (relating to eastern Europe) will
merge into a single financial instrument, the European Neighbourhood and
Partnership Instrument (ENPI) — although the fate of this proposal is now tied in with
debates over the budget in the wake of the French and Dutch rejection of the
Constitutional Treaty. The proposed mechanisms are expected by EU officials to work
as a strong form of positive conditionality.

Indirect Policies

Additionally, the EU has implemented policies regarded as more indirectly fostering
democracy and human rights, that is, those that promote assistance to sectors of
society that are expected to play an important role in the development of democracy
and protection of human rights. While the basic concept of the EMP posits a
reinforcing linkage between its varying dimensions (so that — the argument runs -
economic assistance is said to be indirectly geared to promote democracy by fostering
good governance, which in turn is expected to promote further economic
development, and so on), some policies may be regarded as more instrumental than
others to promoting democracy. Five main categories of policies directed at creating
an environment conducive to fostering democracy and human rights can be
identified, namely policies promoting (a) good governance; (b) the rule of law; (c)
exchanges and mobility between individuals and groups of the partner countries; (d)
information flows between individuals and people on the two sides of the
Mediterranean; and (e) cultural and religious dialogue, which had been an important
and sensitive issue in previous policies.

Good governance and the rule of law are proxies to democratic practices and values.
Many different types of joint activity may be an opportunity to introduce good
governance and the rule of law in southern partners’ domestic frameworks. However,
these reforms are promoted mostly through economic and financial cooperation. The
ENP, by aiming towards a process of deeper integration in which the rules of the EU
single market will have to be adopted by southern partners, is expected to convey a
good deal of good governance to the latter.

The rule of law is promoted in the EMP through the programme set out by the 2002
Valencia Action Plan. This plan brings together the strengthening of judicial
institutions, the fight against illicit trafficking, organised crime, terrorism and illegal
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migration. It has given rise to a MEDA ‘Justice, Freedom and Security Programme’. Out
of the three projects launched by this programme, one concerns the rule of law alone.
It is referred to as a programme on ‘justice’ and is aimed at ‘creating an inter-
professional community of magistrates, lawyers and clerks in the framework of an
open and modern justice service, strengthening the rule of law and the effective
implementation of human rights’.?

During the 1990s, policies promoting exchanges and mobility were important through
decentralised cooperation programmes. These programmes were subsequently
cancelled and such policies have recently received less attention. Examples are
provided by the extension to the southern Mediterranean countries of the EU
Tempus programme and EuroMed Youth. A good example of policies promoting
information flows is the EuroMed Audiovisual programme. The category relating
to cultural and religious dialogue includes, among other activities, the EuroMed
Heritage programme and the Anna Lindh Euro-Mediterranean Foundation for the
Dialogue between Cultures.® Most efforts are devoted to cultural and interfaith
dialogue, which is perceived by elites on both sides of the Mediterranean as a key
challenge for the future. The Prodi Commission promoted a report by experts on how
to strengthen Euro-Mediterranean cultural dialogue, which has generated significant
recommendations.*

All these policies have the task of addressing and mobilising partner countries’ civil
societies. By so doing, they are expected to ensure a powerful, bottom-up dynamic for
promoting political reform and change from inside, although such change is not to be
expected in the short-term.

Democracy and Human Rights Assistance

Civil society is also targeted by a third policy instrument considered here: the funding
of initiatives specifically directed at fostering democracy and human rights in the
southern Mediterranean partner countries. The European Initiative for Democracy
and Human Rights (EIDHR) is a fund aimed at providing grants to international,
regional and, in particular, non-governmental organisations (NGOs) to strengthen
democratisation, good governance, the rule of law and human rights. In addition to
these broad aims, the EIDHR envisages three more specific thematic priorities:
abolition of the death penalty; the fight against torture and impunity and support for
international tribunals and criminal courts; and combating racism and xenophobia
and discrimination against minorities and indigenous peoples. The EIDHR is the EU
instrument that is most directly aimed at promoting and assisting democracy and
human rights.

The EIDHR is derived from a 1994 European Parliament initiative and, for a while,
incorporated the MEDA-Democracy fund, which was a line within the wider MEDA
budget. MEDA-Democracy was subsequently included within the EIDHR. The

See European Commission, Regional and Bilateral MEDA Cooperation in the Area of Justice,
Freedom and Security, Justice and Home Affairs in the Framework of the Valencia Action Plan,
(Information Note prepared by the EuropeAid Cooperation Office in collaboration with the
Directorate General for Justice, Freedom and Security), in EuroMed Reports, no. 86, 1 March 2005.
See Chapter 4 of this volume by Michelle Pace.

Dialogue between Peoples and Cultures in the Euro-Mediterranean Area, a report by the High
Level Advisory Group established at the initiative of the President of the European Commission,
December 2003.
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distinctive feature of the EIDHR is that it negotiates most of its grants directly with
southern Mediterranean NGOs without any governmental intervention or
participation.

The EIDHR funds global and regional projects. Its consolidated programming for 2004°
contemplated seven global projects — implementation of human rights instruments;
the death penalty; torture prevention and rehabilitation; support for victims of
human rights violations; international tribunals and the International Criminal Court;
protection of indigenous peoples; and the establishment of a non-governmental
conflict prevention network. It also included a number of projects related to regions,
including the Middle East and the Mediterranean. Larger projects, exceeding 300,000
euros, were supported in so-called ‘focus countries’, which included Israel, the West
Bank and Gaza, Algeria and Tunisia. Micro-projects, of less than 100,000 euros, funded
‘small-scale human rights and democratisation activities carried out by grassroots
NGOs'. The EIDHR also funds ‘targeted projects’ that are identified on a case-by-case
basis by the Commission. Finally, the EIDHR is also assigned the task of funding
election assistance and observance.

In 2004, the EIDHR budgeted 132.63 million euros, of which 14.15 million were
devoted to the Middle East and the Mediterranean (3.72 million to regional projects;
10.43 million to focus country projects and micro-projects). If the Commission’s current
(autumn 2005) proposals are accepted, the resources that EIDHR currently channels to
the Mediterranean partners will be incorporated into the ENPI after 2007, that is, they
will become part of the overall ENP framework. Meanwhile, democracy and human
rights assistance within the framework of the emerging action plans will be funded
through MEDA.

Under different budget lines, the Commission is also funding two networks of Euro-
Mediterranean institutes, EuroMeSCo and Femise, which deal with international
security and international economic relations, respectively. While EMP governments
employ the work undertaken by these networks as support for their deliberations and
see them primarily as partnership- or confidence-building measures, the networks are
primarily part of the endeavours aiming at integrating Euro-Mediterranean civil
societies and can also be regarded as a kind of indirect democracy assistance policy.

Assessing Policies

How effectively is this set of policies working in promoting democracy and human
rights? The ten-year outcome is not entirely satisfactory.

First, the operation of all these policies has been uncertain. To some extent, the focus
shifted from human rights to broad political reform only after 11 September 2001
(9/11). EU public opinion remains more sensitive to human rights — or at least to the
issues it believes to pertain to basic human rights. Governments and EU elites are more
aware than public opinion of the importance of political reform. Furthermore, they
have to account for the role that reform is assuming in transatlantic and international

*> The consolidated EIDHR programming for 2004 is the result of the amendments made by the
European Parliament in mid-December 2003 to the updated programming the Commission had
approved on 1 December 2003. Both the updated and amended programming are published on
the EIDHR website http://europa.eu.int/comm/europeaid/projects/eidhr/index_en.htm. The figures
quoted in the paper are those quoted by the document reporting the amendments, pp. 6 & 11,
(23 August 2004).
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relations. In day-to-day management of these policies, governments focus in practice
on human rights,® however, because this is what their public opinion for the most part
is expecting. Human rights overlap significantly with democracy. The fight for human
rights in the framework of undemocratic regimes is at best a case-by-case and
fragmented endeavour; a more enduring political solution consists of the
establishment of democracies, which will be more attentive to human rights by
definition. EU governments’ clear tendency is to be conscious of the need for
democracy in the long-run, but to pay more attention in the short-run to human rights
and the consensus these enjoy in their respective polities. In short, human rights have
received more attention than democracy and this has made the policy agenda
inconsistent. What is the EU really willing to do? Clearly, the point is not that human
rights policies have to be downgraded but that democracy promotion policies, as a
whole, must be upgraded and better articulated and structured.

Second, the EU has not applied negative conditionality to EMP Arab partners. This is
not the result of EU governments’ incompetence. To some extent, conditionality has
not been applied because southern European governments have been more
concerned than their northern counterparts of the consequences the emerging
religious radicalism might have on their security. In fact, during the 1990s all Western
countries acted on the basis of a very simplistic perception of Islamism and shared the
sense that Islamist governments would have been worse for the West than existing
authoritarian regimes. They all shared the assessment made by Edward Djerejian —
then US undersecretary of state — about what a FIS victory in Algeria’s 1991 elections
would have meant: ‘one man, one vote, one time’. The reasons negative
conditionality has not been applied in the EMP cannot be attributed to southern
Europe alone. They conditioned the whole range of relations between the West and
the Middle East and North Africa, as well as those more narrowly between the EU and
the Mediterranean.

As perceptions of the region have changed, some greater consideration has been
given to the use of conditionality. However, since 9/11 other, no less adverse conditions
have prevailed. It is certainly the case now that the West appears to differentiate more
between different types of Islamist groups. Most people are convinced that moderate
Islamist groups have to be integrated into the overall domestic political process.
Western support to authoritarian regimes has become less strong. However, these
new perceptions are still far from being reflected in concrete strategies. In particular,
stability remains a central concern in Western policies and continues to militate
against applying conditionality.

However, sluggish perceptions are only part of the explanation. Clearly, trying to
combine (either negative or positive) conditionality with the principle of inclusiveness
raises a real challenge. The link between conditionality and inclusion can be
interpreted in two main ways:

a) Conditionality can be applied only within the framework of a shared process of
political reform; it is only in such a framework that it acquires legitimacy and is
accepted by governments and public opinion alike. In this sense, any leverage
eventually provided by negative conditionality stems from the existence of some
common ground between the parties. This is the lesson of the role played by

® See Richard Youngs, ‘Europe’s Uncertain Pursuit of Middle East Reform’, Carnegie Papers, no. 45,
Washington, DC, June 2004, p. 11.
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conditionality in the EU enlargement towards eastern European countries, in
contrast to its poor performance in the EMP;” and

b) For conditionality to exert leverage, rewards must also be increased. This second
interpretation is at the heart of the ENP’s philosophy.® In a well-known phrase
stated by the then president of the Commission, Romano Prodi, neighbours would
be offered ‘everything but the institutions’. The substantive benefits on offer
under the ENP are presented as being generous enough to offset the lack of formal
membership of the Union and convince southern partner governments to
introduce domestic political reform. On this point, some observers are sceptical. In
general, according to Richard Youngs, ‘EU policy-makers themselves acknowledge
that the scale of ‘rewards” so far being contemplated is unlikely to provide an
incentive for Arab governments to acquiesce to far-reaching change’.’

Nathalie Tocci,” Michael Emerson and Gergana Noutcheva' have pointed out that
ENP language on negative conditionality vis-a-vis specific steps and engagements has
been watered down under ‘heroic’ assumptions relating to co-ownership and value-
sharing. The broad assumption seems to be that positive conditionality will be
activated by mutual agreement under the action plans, and rooted in the existence of
a common ground that is expressed in turn by the principles of co-ownership and
value-s