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1. INTRODUCTION AND FRAMEWORK SETTING
Anno 1995 marked the starting point of the Euro-Mediterranean Partnership (the Barcelona Process), a wide framework of political, economic and cultural cooperation between the Member States of the European Union and the Southern and Eastern Mediterranean Basin countries. The official rationale behind the Euro-Mediterranean Partnership (EMP) launched 27th November 1995 (the same day as the first crusade was launched by Pope Urban II in the French city of Clermont exactly 900 years earlier, in 1095) was to strengthen the previous Renewed Mediterranean Policy (1992-1995) and move towards a multilateral approach to cooperation in the region aiming at “building a regional entity through economic, political and social advance”
.

The main political goal was to reduce the economic gap existing between the EU countries and the Southern and Eastern Mediterranean countries, in the hope to lessen push and pull migration factors, increase market access to European products and guarantee political and social stability. At the basis of this political design there was a strong commitment to re-create a “Mediterranean-ness”, i.e. a Mediterranean cultural and political identity that would re-construct the bridge between the Mediterranean Europe and the Mediterranean Arab countries. The forum, conferences, publications and researches organized and produced during the second half of the nineties and the first half-decade of this century showed a genuine EU commitment and a dedicated participation of the Mediterranean partner countries academia and civil society in this venture. 
In the midst of the Barcelona Process construction, the worsening of the crises in the Middle East, the enlargement of the EU to the Eastern and Central European countries, and the US renewed interest in the region,
 the EU launched the European Neighborhood Policy (ENP) with the aim to support in a bilateral framework (the Action Plans)
 a selective and strategic number of countries at the border with the new EU. This policy includes the 9 Mediterranean partner countries –Turkey is pursuing its relationship with the EU in a pre-accession framework, plus Moldavia, Russia, Georgia, Armenia, Azerbaijan, Belarus and Ukraine.
 
The ENP is based on a set of bilateral and differentiated Action Plans in which priorities in all sectors (from political dialogue to justice, trade, social policy, etc.) are jointly defined and financed by an ad hoc policy instrument, i.e. the European Neighborhood Policy Instrument (ENPI). In the new seven-year budgetary period 2007-2013 the EU has allocated through the European Neighborhood Policy Instrument an amount of €14.9 billion euro, i.e. €2.1 billion a year to be shared among the nine Mediterranean Partners and the seven new neighbor countries. This equals to about €5 per capita. A lower amount compared to the previous MEDA funds for the Mediterranean Partner countries.

Besides the plethora of debates and rhetoric the ENP introduces a new concept –the “Ring of Friends”- which raises some doubts and confusion over how linking together these different countries and on the precise division of labor between the ENP and the EMP
. The underlining concept was to create a circle (a ring) of countries bordering the new EU.
The perplexity that arose at the onset of the ENP has given ways to different interpretations: for the Danish ‘conflict and peace’ researcher Ulla Holm, the ENP is more a post-enlargement strategy than a development framework
, for the Italian political economist Bruno Amoroso the ENP is an imperialist strategy based on “divide et impera” concept in which the single countries opportunisms are used to destabilize the region
. Others have argued that the neighborliness can create some possible deeper integration effects
. 

Yet, for the Mediterranean countries the ENP has reduced the scope for multilateral actions, increased the scope for bilateral tracks and introduced a new type of conditionality in the receipt of EU development aid: in order to get a “stake” in the EU internal market, neighboring countries (including the Mediterranean countries) must harmonize their policies to EU standards and regulations in all areas (from trade to judicial and migration) and demonstrate to “share” European values. With the ENP the Mediterranean southern and eastern rim was placed into a geopolitical framework, rivalries played along, and the co-development, cross-border cooperation, horizontal integration and social cohesion strategy devised in the previous Mediterranean Policies temporarily abandoned. 
Few years later, in the early 2008 a new attempt to reconstruct the Mediterranean mosaic was made by the French Government launching a “Mediterranean Union” comprised of EU Mediterranean countries and the Southern, Eastern and Balkan countries, aiming to establish Mediterranean institutional frameworks by EU and non-EU Mediterranean countries with a strong Turkish leadership. This would have implied, on the one hand, the definitive abandonment of the Turkish accession to EU membership, in exchange of becoming the “backbone” of the Mediterranean Union and on the other, it would have re-launched the Barcelona Process in a forward fashion creating a new (although less powerful) center of interest in the Southern region of the EU. 
However, the plan was received with skepticism by Northern countries (and with anger by Turkey), and accused of destabilizing the EU. In July 2008, Heads of State and Government met anyhow in Paris to approve a less ambitious plan of a “Union for the Mediterranean” (not a Mediterranean Union), including the whole EU and 16 Mediterranean countries
. The clear mandate was to pursue specific goals through specific projects and funding within the existing financial instruments (the MEDA envelop of the ENPI and other already existing funding mechanisms). 
The main focus of the new “Barcelona Process: Union for the Mediterranean” is in the areas of improving energy supply through the promotion of solar energy, fighting pollution in the Mediterranean Sea, strengthening the surveillance of maritime traffic and “civil security cooperation”, creating a scientific community and supporting business development initiatives focusing on micro, small and medium-sized enterprises.

By diluting the French project, the EU –and especially the Northern countries- has confirmed that the model to be pursued is that of the concentric rings of enlargement that underpinned the EU enlargement and external policies until now, instead of that of the meso-regions and polycentric Europe, which could potentially lead to the creation of a polycentric system of countries with different economic models, institutions and development strategies
. 
The idea of meso-region and meso-regional integration is not new in policy discourse and academic research. The idea gained centrality in the post-colonial times, when new forms of self-reliance and emancipations of countries, seeking economies of scale and scope were searched by former colonies
; and as a concept explaining something in between the anonymous global market and the real local economy
.
With regards to the Mediterranean, Fernand Braudel is the scholar that best explained that already four centuries ago, the cultural, economic and structural traits of the Mediterranean were those making up a world-economy, namely “the economy of a portion of the planet to the degree that forms an economic whole”
. Borrowing from this, the meso-region is a concept that represents the institutionalized form of the world-economy, i.e. a group of countries that shares institutions and policies with the aim to achieve a balanced process of socio-economic “co-development” and political “co-determination”
. 
Recent application of this concept to economic integration analysis of the Mediterranean region originated in the Federico Caffè Center of Studies at Roskilde University directed by Bruno Amoroso and later on by myself, in the early 1990s, when the new wave of regional integration agreements, emerged as a response to the further integration of the European Union, gave way to a significant number of studies on the features of new geopolitical and geo-economic formations, mainly geared towards free trade regimes such as the Barcelona Process.
 
In the approach developed by the scholars at the Federico Caffè Center, the meso-regions, as the world-economies, represent a polycentric system of economic and political powers, in which similar levels of specialization, but different levels of technological capability, could be exploited in order to improve the local production systems for the satisfaction of existing and the emerging needs and markets. This policy design has gained consensus in the mid-nineties and was reflected in the EU Mediterranean policies and discourses on a Wider Europe aiming to create a balanced regional integration strategy including North-South and South-South dimensions.
 Thus, the meso-regional approach focuses on ‘selective self-reliance’ processes, trying to reduce dependency from exogenous factors and putting increasing emphasis on the mobilization of endogenous resources. This approach represents an alternative strategy to the neoliberal agenda, which considers the de-territorialization of the economy as a pre-requisite of local competitive advantages. 
Co-development is instead a policy strategy based on endogenously determined decision-making processes guided by co-operative rather than by hierarchical principles. The ‘co-development’ approach attempts to find a synergy between the territorial elements and the need to create concrete projects of partnership, co-operation and exchange between public and private actors in a meso-regional dimension. Co-development represents a form of co-operation between countries and territories aiming to increase “overall product volume and achievable social benefits while enabling various form of specialization, which match differing forms of social organization, freely to develop”
.
Keeping in mind the geopolitical and economic cooperation framework and the conceptual frameworks that underpinned the Euro-Mediterranean cooperation, the essay will aim to address two fundamental questions:

1. What have been the results of the past and current North-South cooperation and development strategies for the societies and economies of the Southern and Eastern Mediterranean countries;

2. How can the demand for jobs, training, and consumption of Southern and Eastern Mediterranean can be met to address the most pressing challenges resulting from the last 15 years of cooperation and development strategies;

The remaining of the paper is thus divided in 5 sections. Section 2 analyses the evolution of the Euro-Mediterranean Policies. Section 3 presents the main results of the ongoing Euro-Mediterranean cooperation framework, namely the so-called Barcelona Process. This section focuses on income, trade and investment asymmetries and gaps between the two shores. Section 4 analyses the labor market needs of the Southern Mediterranean countries, highlighting the challenges to be addressed in the coming decade in terms of cohesion, inequality, and international human mobility. Section 5 concludes and proposes six areas for co-development.
2. EVOLUTION OF EURO-MEDITERRANEAN RELATIONSHIPS

2.1 An assessment of the European Union Mediterranean approaches
During the last 35 years, the European Union Mediterranean policy has undergone some main changes, characterized by five main phases: 

(i) The Global Mediterranean Policy (1973-1992) establishing cooperation agreements and complementary protocols to the association agreement signed between the EEC and the twelve Mediterranean countries (with the exception of Libya and Albania). It is global in the sense that it enlarges co-operation beyond the regulation of trade flows, including social, technical, financial and economic co-operation. The increasing homogenization of the agreements was presented by the policy-makers as an abandonment of the fragmentation of the bilateral agreements and as the imposition of a global perspective concerning the relationships between the Community and the whole Mediterranean Basin
. 

(ii) The Renewed Mediterranean Policy (RMP, 1992-1995), the main innovations of which are the introduction of horizontal financial cooperation concerning the whole group of MPCs, and the introduction in the financial protocols of measures for supporting economic reforms. For the first time the EU intervenes in the field of the structural adjustment
. The new concept of co-development, introduced during the period of the RMP, emphasizes the importance of an economic growth, which is able to change the respective positions of the partners and to move production systems towards higher levels of the value chain and new forms of production and consumption. The concept of co-development questioned and challenged the existing distribution and consumption patterns and aimed to establish a more harmonic labor distribution and patterns of specialization among northern and southern countries. 
(iii) The Euro-Mediterranean Partnership (EMP, since 1995). The significance of the shift from the RMP to the EMP is the combination of selective free trade regimes with political and cultural dimensions. The concept of co-operation in economic policy defined the attempt to increase and strengthen the relations among the existing partners and their present production capabilities and consumption forms. Co-operation could increase economic growth for both sides, but without questioning their respective positions and their role in development. The co-development concept is never mentioned in the Declaration of Barcelona. 
In the Barcelona Process document, despite the presence of elements of the solidaristic economy model, the bias towards the neoliberal model was strong. The Ricardian principle of comparative advantages dominated the decisions to where and how allocate the development funds, creating unnecessary competition among Mediterranean Partner countries in achieving better free trade deals with the EU. The expected convergence of trade regimes and trade increases failed to materialize and the Euro-Mediterranean trade regime was -and still is- asymmetrical. Foreign direct investments responded to the neoliberal logic of privatization and deregulation instead of co-development.

(iv) The establishment of a European Neighborhood Policy (ENP, 2004), diluted the EMP into a broader cooperation scheme based on bilateral negotiations and at variable geometry. In this approach there is no respect for diversity in markets as well as in production systems and cooperation is based on standards and standardized norms (quality standards, productivity standards, markets regulations, legal systems, etc.) that are introduced in the context of general liberalization measures, like free-trade areas, trade regulations, etc. The ENP bilateral approach has sunken any attempt to return on the meso-regional path and instead continues on the path of additional fragmentation of the region. The concept of Wider Europe has been wiped out in the official discourses and the ‘ring of partners’ substituted with a strategic ‘ring of friends’. This process resembles very closely the U.S. policy towards Mexico within the NAFTA scheme: a paternalistic imposition of trade regimes, followed by the control over the economic, productive and labor resources, borders control, privatization of good public companies, and the de-localization of manufactured production (the maquila industries), together with a guaranteed reserve of oil and gas. The Arab Mediterranean countries become the backyard of Europe and the Mediterranean Sea becomes the Rio Grande.
(v) The re-launch of the Barcelona Process: Union for the Mediterranean countries (2008) which establishes a project-based cooperation framework on strategic sectors and creates a Secretariat and a Joint (North-South) Presidency meeting biannually at the ministerial level aiming to increase co-ownership. The initial idea of the Mediterranean Union was based on the polycentric model elaborated by a number of researches during the second half of the ‘90s. The Mediterranean would have become one of the main European meso-regions – Baltic Europe, Central Europe, Western Europe, and Mediterranean Europe. It would have created the basis for a polycentric integration strategy integrated by a federal structure (“the four rings of solidarity”) with different power centers. It was initially designed as a model that gives a better answer to the aim of integration by maintaining and valorizing diversity, instead of the one that strives after standardization, in economic and in culture and institutions as well. The initially proposed role of Turkey to be the backbone of the Union, was a strong indication of this. However, this initial idea was shortly after abandoned and transformed into a “Union for the Mediterranean”, where the Barcelona Process will continue to be the overarching model, despite its acknowledged failure. 

The continuous swinging in the EU policy discourse towards the Mediterranean countries between a neoliberal agenda and a co-development agenda has been played to the detriment of legitimacy of the EU Institutions. The Southern and Eastern Mediterranean countries government expectations to join the club on the same footing has faded and paved the way for a pragmatic project driven approach to cooperation between the two shores. As at the time of the EEC construction, the federal idea has been abandoned in favor of a more pragmatic idea of sectoral cooperation. 
3. THE MEDITERRANEAN LOGOS AND A WIDENING GAP

After this overview, it would be possible to tentatively provide an answer to our first question:

1. What have been the results of the past and current North-South cooperation and development strategies for the societies and economies of the Southern and Eastern Mediterranean countries;

The last fifteen years of structural adjustment, industrialization and development policy in the Southern and Eastern Mediterranean have been very instructive for scholars and policy makers. At least three theoretical assumptions have been denied. Firstly, the assumption of an existing causal relationship between economic and political liberalization has proven to be incorrect
. 

Secondly, the assumption that economic liberalization would lead to an increase in foreign investments has also proven to be incorrect. The specialization model in the region (agriculture or gas and oil) is not an attractive factor for foreign investors. 

Thirdly, in the case of trade, the assumption that tariff dismantling has a positive effect on growth has also proven to be incorrect
. This is true only if other conditions are present simultaneously -such the level of capital accumulation, the level of education of the labor force and the presence of a competitive industry, and an institutional setting that provides the necessary buffer during the transition according to the local conditions. 

3.1 A Widening and Worrisome Gap

Despite the limits that GPD per capita presents as indicator of growth, it still provides a reasonable indication on the evolution of the economy. In its assessment of the first ten years of Barcelona Process, the Network of socio-economic institutes specialized on Mediterranean issues “Femise” noted that: 
“[…] when the Barcelona process began, the EU’s partners, the MPs, were slightly above the lower bracket of intermediary revenue countries, apart from Israel which had a per capita income close to high revenue countries. This situation has not evolved very much since then; at the end of this period the Mediterranean Partners (MPs) were still below the average of intermediary revenue countries
”. 
Whereas it is true that Euro-Mediterranean Partnership is not the sole responsible of this trend, it is neither a source of celebration. The economic gap between the EU and the MPs is growing steadily (figure I). Since the early nineties the gap in GDP per capita has increased between the EU countries and the MPs, while has decreased between the EU and the ten new member states. 

In the enlarged Barcelona Process, when eliminating the two extreme values of the GDP per capita in comparable PPP US Dollars in 2007 (the highest, i.e. Luxembourg and the lowest, i.e. Mauritania) the economic gap is 11 times. The average GDP per capita of EU-27 is about 30,000 USD (PPP), whereas the average of the Union for the Mediterranean Partners is about 9,000 USD (PPP) (Graph 1). 
Table 1 – Average GDP per capita, 2007 in selected groups of countries

	Group of countries
	Average GDP per capita (PPP US$) 2007

	EU-27 (Northern UfM partners)
	29,272

	Southern UfM partners
	8,752

	Balkans
	9,169

	SEM
	7,767

	SEM w/o Israel
	6,569


Source: A. Gallina, 2009, elaboration on UNDP 2009 statistics.

The market integration model proposed by the EU Mediterranean Policy is a missed opportunities for the Southern and Eastern Mediterranean (SEM). The further enlargement of the new policy of a Union for the Mediterranean including countries in the Balkans contributed to shrinking this gap between North and South, otherwise the SEM countries average is just 7,700 USD (PPP), namely 4 times less than the EU-27 average. Without accounting for Israel, the SEM countries provide an average GDP per capita of 6,500 USD (Table 1).

3.2 Asymmetric Trade 
The effects of the Euro-Mediterranean free-trade area (FTA) on inter-trade flows, production and economic growth have been documented extensively by several authors
 and by the extensive documentation produced by specialized networks
. For the moment, only the manufacturing and service sector (with the notable exclusion of Labor) is at the center of the process of liberalization, since the “agricultural file” is still closed. 

[image: image5.emf]During the last decade, the economies of the Mediterranean partner countries have faced several difficulties due to the process of liberalization of trade in manufacturing sector, especially in textile and clothing, which can have outweighed the benefits from migration
. Early estimates by OECD (1997) already warned that 60 percent of industrial firms in Morocco and Tunisia would not survive against freely imported European products.
 Increase in the informalisation of the economy and of unemployment can indirectly confirm the prediction
. 
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Following the opening of markets, the trade balance is characterized by a substantial trade deficit (especially with the EU) compensated only in part by migrant workers’ remittances and revenues from tourism (Table 2). 

Table 2 - SEM Trade Deficits (in US$ billions)

	
	
	1990
	1995
	2000
	2003

	
	Total Trade
	-5,971
	-24,437
	-20,038
	-12,076

	With the EU
	w/out oil
	-15,621
	-32,508
	-36,644
	-29,080

	
	Manufacture goods
	-15,352
	-29,078
	-34,437
	-26,392

	
	Total Trade
	-13,917
	-21,850
	-23,923
	-22.262

	With the RoW
	w/out oil
	-13,842
	-18,489
	-21,147
	-16,302

	
	Manufacture goods
	-9,804
	-10,496
	-10,625
	-5,353


Source: Comtrade - Calculation: Institut de la Méditerranée, Femise, 2005, p. 30.

A more updated statistic of the trade deficit is showed in the graph below, confirming a deterioration of the trade balance despite the increase in oil prices, and confirming that the asymmetric liberalization introduced by the Barcelona Process is producing negative results for the SEM. The trend also confirms the weaknesses of the manufacturing sector, and it would be much worse if the positive sign recorded by Algeria oil exports would be isolated from the calculation.
Figure 1: Evolution of trade balance in SEM (US$ billions)
Source: Comtrade – Calculation N. Roux, in FEMISE, 2009, p. 36.
These trends confirm the early analysis of Chevalier and Freudemberg that the composition of imports from the EU is increasingly made up of consumption goods, which has put increasing competitive pressure on the local industries during the initial stages of complete liberalization.
 The expected negative effects of liberalization in the fresh fruit and vegetables markets for the EU producers has instead been greatly mitigated by the introduction of production calendar and an arsenal of non-tariff instruments.
 
The later analysis of FEMISE (2009) confirmed that the SEM countries “have not found the sufficient means to render more dynamic their industrial fabric and better the capacity to add value to the production”, and lack of diversification of exports has not changed since 1995.

Another element is represented by the fact that trade between the EU and the SEM is very asymmetrical since the EU imports from SEM represent about 50% of their foreign trade, while the EU exports towards SEM represent only a little 6% of the EU total foreign trade and less than 5% of EU imports
.
From these studies it emerges that despite the preferential agreements, Mediterranean exports did not adapt to changing world demand and European imports demand in particular
. The main element is the colonial pattern of trade that characterizes the region (one-way trade). Mediterranean countries export mainly primary products and consumption goods to the EU and import intermediary, mixed and equipment goods. 
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Textile industry is responsible for a large part of Mediterranean exports, but the high domestic protection has caused a profound dichotomy between exporting enterprises and those selling on the domestic market. The export sector has been controlled by European enterprises, which were interested in importing the low-quality segment of the production. The recent phasing out of the multi-fiber agreement has diverted trade and investments towards South and South East Asian countries were manpower is up to 8 times less expensive than in the SEM
.

3.3 Foreign Direct Investments and Workers Remittances
Asymmetries can be recorded also in FDIs. In 2002, the SEM received an amount of FDI equivalent to 2.8 per cent of the total FDI of the EU towards the rest of the world. A very small percentage compared to the 5 percent registered by Mercosur countries and 17.5 of the new member states
. More recently, the FDIs inflows have peaked again in 2006, as a consequence of the increase in the energy sector demand, and then declined again as a consequence of the global financial crisis
. FDIs have been erratic and mainly motivated by privatization and not “Greenfield” investment (Graph 3 and FEMISE 2009).
Worldwide, SEM share of FDIs from developed to developing countries has decreased constantly from 15.8% in the early 1980s to less than 5% in the mid 1990s, with an average of 3.5%
. In 2007, the ratio of world FDIs stock in the SEM was of 2.5%
. Other investments, such as portfolio investments are virtually inexistent. 

Geographically, FDIs from the EU are mainly originating from France, UK and Holland. In relative terms Portugal is the country with the highest level of FDI in the Mediterranean as compared to its total outflows (9 percent)
. FDIs in the region remain concentrated in few countries (Algeria, Egypt, Turkey, Israel and Morocco account for more than 50% of the FDI) and sectors (oil, and privatization of public enterprises in strategic sectors) does not encourage foreign investors to come in these countries. Indeed, some North African countries are becoming net exporters of capital, due to the payment of the debt contracted (for ex. Algeria). 

Apparently, the often identified issues such as lack of transparency and public accountability, the limited size of national markets, the low rate of return from foreign investments in the region –the lowest in the world, and inadequate physical infrastructures coupled with an increasing drain of skilled labor has contributed to discourage foreign investors. 

A positive trend can instead by recorded in the flows of remittances during the last decade or so. In the Euro-Mediterranean region the aggregated data confirm the economic importance of remittances for the migrant sending countries. Workers’ migration from SEM countries, and especially the Maghreb, has important economic implications, as demonstrated by the flow of remittances sent back to the households in the country of origin. In the region workers’ remittances are two to three times higher than FDIs flows and peaking at $15 billion; they were about four times larger than total overseas development aid. They are also affected by the crisis, although it may be much more resilient than other financial flows.
Both remittances and FDIs peaked in 2001. The peak in remittances can be explained by the appreciation of the euro against the USD in 2001, which has pushed many people to send money home, or by the need to repatriate money that otherwise should have been declared to banks upon the conversion. However, when corrected for the exchange rate the peak disappears and a stable, slightly increasing flow of remittances remains. After exchange rate correction the FDIs flow is still fluctuating and the peak in 2001 is still present. An explanation for this trend can be the privatization process in telecom and other utilities in Morocco and Turkey. 
Nonetheless, countries such as Egypt, Jordan and Turkey have experienced a “boom and bust” cycle, deriving from volatility in the revenue coming from oil prices and the changing migration opportunity in the Persian Gulf. In the case of Turkey, the economic and financial instability have contributed to the volatility of remittances
. In Lebanon and Jordan remittances as share of GDP are larger compared to the other MPCs, but only a small portion is coming from Europe (5% or less) (table 3). For Morocco and Tunisia remittances are an important part of their GDP and most of the remittances come from Europe (85–90%). It must be stressed that formal flows of remittances are only the tip of the iceberg. It is estimated that informal remittances, in the Mediterranean region can double the official figures
.

Table 3 – SEM Migrants in the EU and Arab Gulf Countries and Remittances Flows (range constructed on data 1998-2003)
	Countries
	Total remittances as% of GDP
	% EU of total remittan-ces
	Migrants as % of total population
	% of migrants in the EU
	% of migrants in the Arab Gulf countries

	Turkey
	1 – 2%
	85%
	5%
	86%
	3%

	Morocco
	6 – 9%
	90%
	10%
	96%
	9%

	Algeria
	2 – 3%
	90%
	4%
	92%
	6%

	Tunisia
	4 – 5%
	85%
	9%
	83%
	14%

	Jordan
	20 – 22%
	5%
	1%
	27%
	-

	Egypt
	3 – 4%
	5%
	4%
	16%
	70%

	Lebanon
	9 – 15%
	-
	15%
	26%
	20%

	Syria
	≈ 2%
	-
	1%
	35%
	-


Source: Gallina, A. 2006, elaboration on data: Columns 1 and 2: EIB, 2006, p. 30; Columns 3-4-5: Fargues, 2005, p. 373 and 375. Data for Jordan and Syria are based on statistics of destination countries. For the other countries data are based on statistics of origin countries. 

The importance of remittances in the Mediterranean Basin countries can also be viewed by comparing them with other financial flows. During the last five years, on average EU aid transfers were equivalent to about €8 per capita, while FDIs were about €22 per capita and remittances €57 per capita. 
Graph 3 – Comparing Financial Flows in the SEM

Source: A. Gallina, 2006 on data from EIB 2006. 

The true challenge however, is to maintain the remittances flow while creating conditions for a sustainable and balanced improvement of the country’s socio-economic conditions. And to ensure long-term economic stability, governments must do more than guarantee that remittances will be used for development purposes, and actually develop investment opportunities for the said remittances while ensuring more free and secure mobility for SEM migrant workers. In this area, European Mediterranean countries receiving the largest inflow of migrants should have all the interest in promoting co-development projects with migrants and Diasporas associations. 

4. COHESION AND EMPLOYMENT

At this stage of the analysis we are thus equipped with the tools to provide the answer to the second questions asked at the onset of the paper:

1. How can the demand for jobs, training, and consumption of Southern and Eastern Mediterranean can be met to address the most pressing challenges resulting from the last 15 years of cooperation and development strategies?;
4.1 Labor Markets Needs

The demographic trends of the countries in the Union for the Mediterranean poses probably the biggest challenge for the economic, social, political and cultural cooperation between the EU and the Mediterranean shores, but also the largest space for co-development policies. 
Estimates show that there will be an increase in the population of the Southern UfM group of countries of about 55 million people within 2020, whereas the EU-27 will increase of 12.6 million people during the same period. This means that more than 80% of the population growth in the UfM will depend on the Southern group of countries. 

It is also interesting to note that the increase in the EU will mainly originate from France, Spain and the UK, indicating that a good share of this increase is due to the migrant communities, especially those originating from the SEM. 
Table 2 - Population Trends in the Union for the Mediterranean

	
	1990

(mill)
	2007

(mill)
	2020

(mill)
	% increase

2007-2020
	Absolute increase 

2007-2020

(mill)

	TOTAL Med
	219.6
	292.2
	346.9
	+58%
	54.7

	TOTAL EU
	462.9
	485.7
	498.3
	+8%
	12.6

	TOTAL UfM
	682.5
	777.9
	845.2
	+24%
	67.3


Source: A. Gallina, 2009, elaboration on UNDP 2009 statistics.

The demand for labor in the SEM countries is even more evident from the analysis of the demographic trends in the economically active population, i.e. those between 15 and 64 years old. The working-age population is growing fast: almost 38% of the population is under the age of 14 and more than half of the population is under the age of 25
. The number of new entrants in the labor market every year is dramatic. Over the next ten years, estimates showed that the SEM countries will need to create 22 to 35 million new jobs just to maintain the present hardly tolerable ratio of unemployment and under-employment
. 
Current labor market structure show a very low level of female participation (25%) and young people participation, which unemployment rates are much higher than for older age groups. The regional average youth unemployment (25.6%) is the highest in the world
.
The role of the state as the main employer is being modified under the pressure of structural adjustments, reforms, and downsizing of public companies and this affects particularly young people with higher education degrees. Their transition to the private sector has meant finding a job in the informal economy. Regular but unprotected (informal) jobs, increased significantly. Therefore, while the informal economy is one of the main sources of employment (data available for a few countries in the region provide estimates of informal employment in the nonagricultural informal sector in the region at around 48%), it also is one of the main drivers of exclusion of young people and women from decent jobs
. 

The better educated youth encounters paradoxically more difficulty in finding jobs. Whereas the abundant supply of poorly educated workforce, find jobs in daily casual work characterized by low wages, low protection and little opportunity for improvement. In this situation the scope for productivity improvements remains fairly limited. 
Agricultural employment (the regional average is 30%) in SEM has also not expanded. Manufacturing employment has varied greatly in growth terms (14%) and employment in the services sector is the highest and has expanded across the region, especially in the retail, hotel and restaurant sectors. Nonetheless the service sector is one of the most affected by the crisis and its restructuring will inevitably affect the SEM labor market.
In this context of underemployment and unemployment and vulnerability, if the $1 per day threshold is considered, the SEM countries record one of the lowest rates of poverty in the world, and at the same time, if we consider the $2 threshold the figure would be significantly higher, showing that people are fluctuating between the two thresholds quite easily
. Poverty is a particularly rural phenomenon and more significant within larger households. However, urban poverty pockets are increasing due to migration from the countryside.
Furthermore, despite the improvements in social and health indicators, and the Human Development Index for some countries, the SEM are among the countries with higher level of inequality, with Gini coefficient often above 0.37 (Graph 4) 
Table 3 – Employment Needs in SEM

	
	Active population
	Employed
	Number of jobs needed to maintain the current level of employment (2000)

	
	2000
	2010
	2020
	2000
	2010
	2020

	Algeria
	8154
	11765
	12474
	5726
	8262
	8759

	Egypt
	19215
	25201
	32329
	17289
	22675
	29088

	Israel
	2435
	3111
	3408
	2221
	2838
	3109

	Jordan
	956
	1385
	1711
	815
	1181
	1459

	Lebanon
	1492
	1926
	1610
	1365
	1762
	1473

	Morocco
	11096
	14123
	16304
	4292
	5462
	6306

	Syria
	5195
	7822
	9629
	4611
	6943
	8547

	Tunisia
	3215
	4002
	4406
	2702
	3364
	3704

	Turkey
	22263
	26653
	31174
	20579
	24637
	28816

	Total
	78111
	95889
	113035
	59599
	77124
	91261


Source: Mediterranean Institute, su dati ILO, 2003, website, World Population Prospects: The 2002 Revision Population Database, United Nations Population Division.

Furthermore, the financial crisis in the EU has produced a tightening of migration policies which in turn, will increase the pressure on the SEM labor markets because the more limited opportunities to find jobs overseas. This will also exacerbate the vulnerability of those migrating. For 2009 the employment forecast for all countries of the Southern shore, with the exception of Algeria, are particularly negative (Table 4). 
Table 4: Evolution of unemployment in the SEM countries
[image: image1.emf]
Source: EIU estimates, in FEMISE 2009.
The fragility of the formal labor markets in the Southern region increases the vulnerability of workers and the difficulty of young people to plan for their future. The situation is particularly serious for women. 
Furthermore, the marginalization of women is confirmed by the very low ratio of earned income vis a vis men. In the SEM countries, women gain a third of men on average, and in the UfM southern block as a whole, they just gain a little more than half of men (Table 5). 

Table 5 – Proportion of female income to male income

	Group of countries
	Earned income (estimated), ratio of female to male

	Average SEM
	0.36

	Average Balkans
	0.56

	Average EU 27
	0.61

	Average UfM
	0.54


Source: A. Gallina, 2009, elaboration on UNDP 2009 statistics.

4.2 Human Mobility

The SEM countries represent a traditional area of major emigration, especially of semi-skilled and unskilled migrant workers
. Given the demographic structure and the difficulties in coping with external shocks and pressures such as market liberalization and the phasing out of the multi-fiber agreement, migration flows are only expected to increase. 

The exact figure of SEM migrants in the EU is difficult to define, both because the differences in statistics in sending and destination countries and also the presence of an uncertain number of undocumented migrant workers. According to the SEM countries’ statistics, 7 out of 10 SEM (Israel, Jordan, Syria do not provide statistics of their nationals abroad by country of residence) record little more than 8 million residents in the EU, while the EU member states statistics report the presence of about 5.8 million migrants of SEM origin
.

To the 5.8 million first generation SEM countries migrants (born-abroad), if the EU statistics are taken, it should be added the number of children born in host countries (so-called second generation). Using an average estimate of the ratio born abroad/foreigner in the EU countries in which this statistics is available the total number of persons with origins in the SEM would total about 10.6 million
. 

EU statistics show that Germany and France are the two major destination countries, with about 2 million SEM migrants each, followed by the Netherlands, Italy and Spain each hosting between 350 to 400 thousands migrants originating from SEM. Spain and Italy are new countries of destination.

Within the Euro-Mediterranean migration corridor, few countries show a high concentration of migrants coming from a specific Mediterranean country. Taking into account official EU statistics, Germany hosts 72% of Turkish immigrants in the EU; France is home for 90% of Algerians, 72% of Tunisians and 45% of Moroccans; Spain and Italy hosts respectively 20 and 13% of Moroccans, and Italy receives 16% of the Tunisians migrants living in the EU. One of the striking features of this situation is that migration to Spain and Italy has occurred within the last decade at an accelerated pace and the uncertain but high number of undocumented workers would raise the current figures dramatically. 

Another important element is the changing type of labor migration in the region. New professional profiles with higher levels of education are migrating as result of lack of job opportunities in the home country. They find occupation mainly in countries with a more flexible labor market and migration policy (UK, USA and Canada and less in Spain and Italy). The increase in the level of educational attainments among young people in MPCs, compared with the previous generations, will increase the overall educational level of future migrants, while at the same increase the migration-related loss of investments in education (brain-drain). Already now, according to Baldwin, the proportion of this phenomenon is increasing at such pace over the last two decades, that the emigration of highly skilled professionals from North Africa has become of great concern and enterprises are starved of skilled and motivated staff
.

Yet today, more than half of the migrant workers from Maghreb countries and Turkey is composed of semi-skilled or unskilled workers finding occupation in construction, industry, agriculture and the service sector, namely the occupations that no longer attract the European labor force
, and are still among the most vulnerable groups to unemployment
 and to the crisis. 
5. CONCLUSIONS AND PROPOSALS FOR CO-DEVELOPMENT

After this journey along facts and figures, but also about people and societies of the Mediterranean, there is little space for doubts. Something went wrong in the Euro-Mediterranean cooperation policy and practice until now. Not only opportunities were missed, but asymmetries deepened and overall vulnerability of families and production systems increased. 
The recent financial crisis is just exacerbating a situation that had structural origin. Looking at the results of the last 15 years of economic cooperation between the two shores, the first striking element is the persistence of social and economic gaps. South-South integration is not achieved, complementarity in trade is not boosted, investment flows remain limited, and human mobility subjugated to strong security concerns. 

Negative social impacts such as the boost of the informal economy and labor vulnerability, an increased rural exodus, and new pockets of urban poverty are recorded as the result of increased displacement of local firms, reduction in welfare safety nets, and liberalization of trade.

The proportion of the population under fifteen will shrink in the next 10-15 years; consequently the proportion of the population of working age will grow more quickly than the total population. This entails migration, probably more risky, and a dramatic need for job creation. Given the current level of inequality, limited social security and poverty, social cohesion is far from being reached. 

The neoliberal agenda introduced with the Mediterranean Policies since the 1990s, with the trio liberalization-deregulation-privatization, have displaced local firms, increased informal sector, thus reducing purchasing power of the population, and increased social tension in several countries. The quantitative reduction of the demand is linked with the qualitative differentiation of the pattern of consumption towards imported goods that contributes to replacing local goods and firms. Trade deficit is increasing as a result of this changed pattern.
The duo liberalization-export-led strategy prescribed by the structural adjustment plans gives preference to the upgrading of modern suppliers, generally controlled by foreign capitals, and forces local demand and production to reach higher market segment. This means that the production is deflected towards different markets and local markets are left with lower quality products or without products. A the same time, the composition of imports from the EU is increasingly made up consumption goods, which put increasing competitive pressure on the local industries during the initial stages of complete liberalization
Parallel to the above, the marginalization of the local producers pushes them towards the informal sector. The figures show a striking increase of employment in the informal sector in SEM, which role of social buffer is acknowledge but is unsustainable in the long term since it affects the quality of employment and workers protection. The presence of a large informal sector also underlines the existence of increasing demand of goods from lower segments and a very high entrepreneurial dynamism. 
A positive sign has been recorded in some social indicators. In the SEMs, the Human Development Indicator (HDI) has registered a positive trend in the last 25 years. The index shows a constant growth between 1 to 3 percent annually. Nonetheless, SEM countries are still found in the medium and low end of the HDI rank, between nr. 79 (Turkey) and nr.130 (Morocco). 
Other indicators such as rate of illiteracy and access to water have registered over the region a positive improvement in the last decade. Yet, many countries in the region still have between a tenth and a fifth of the population living below the national poverty line.
Interstices
 for co-development: What can be done? By whom? And, especially how? 
1. Firstly, there is an issue of perception. The Euro-Mediterranean Partnership in the new format of a Union for the Mediterranean is perceived in the South as a program benefiting first and foremost the countries of the European Union
. The lack of consultation, participation and buy-in of the process among the countries in the Southern shore has led to another dramatic rift between the EU and its partners. The reconstruction of a genuine dialogue between the two shores should be pursued supporting existing an successful initiatives such as the ‘EuroMeSCo’ network of foreign policy institutes, the ‘Femise’ network of economic research institutes, and the ‘Euromed Youth programme’. 

2. The SEM countries production system’s micro and family enterprises are the backbone of the national economies, an important source of employment and have demonstrated a strong resilience to liberalization and foreign competition. However, they are not likely to develop into world-competitive industrial clusters of small and medium-sized companies, unless co-development partnerships with Northern small and medium-sized enterprises are created with the aim to valorize local knowledge and know-how. 

3. The increase in human capital formation of the SEM countries should not necessarily pass through new university graduates, which are today facing increasing difficulties in finding employment in a shrinking public sector. Professional training aiming to create the pool of specialized workers able to transform the family micro enterprises into attractive job posts should be strengthened.
4. The persistence of strong gender and income inequality between and within the countries of the Barcelona Process: Union for the Mediterranean is an issue that needs to be addressed in a timely and effective fashion. Limited cohesion leads to exclusion and marginalization. To the old poverty pockets, new forms have been added in both rural and urban areas. Co-development in the field of water and sanitation, and basic education for rural boys and girls is the last but not least important area for co-development identified by this analysis. 
5. From the analysis and despite the limited attention paid by the Euro-Mediterranean policies to it (except with regards to curbing illegal migration) human mobility becomes the most important flow, more than trade, tourism and foreign investments, in generating revenues. Despite the recent crisis remittances are likely to gain the former levels in the coming years. However, the developmental impact of mobility is not fully exploited until structural constraints such as restrictive migration policies in the EU and poor policies of investments in migration sending areas in the SEM are removed. There is large scope for actions in activating the positive link between migration and local development, especially when all migrant resources are considered, namely human, economic, social and cultural capital. 
6. Alternative models of cooperation, such as the meso-regional approach that puts at the center co-development strategies that valorize and respect diversities, while acknowledging differences in technologies, cultures and economic wealth, should substitute ongoing practices. A strong political will of governments is needed but it is not sufficient, unless accompanied and pushed by a process of re-appropriation of the political spaces through participation at all levels, especially by the organized civil society and youth… after all, if you don’t start cooperating know why should you in 25 years?
***
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GRAPH 2 

Evolution of GDP per capita, MEDA, New EU members and EU 15, US dollars, 1992-2004


Source: Gallina A., 2007, on UNCTAD Handbook Statistics Online

GRAPH 3 

FDIs and other financial flows in the Arab Mediterranean countries, million $

Source: Gallina A., 2007, on UNCTAD Handbook Statistics Online. 

FDI and Workers remittances data are for Algeria, Egypt, Libyan Arab Jamahiriya, Morocco, Tunisia, Jordan, Lebanon, Palestinian Territory, Syrian Arab Republic, Turkey. ODA data do not include Algeria and Libya.
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