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9.30 Departure by bus from Ritz Hotel to Palau de Pedralbes
10.00 - 11.00 OPENING SESSION Chairman: Gianni De Michelis
i President of Aspen Institute Italia
Introductory remarks - Spanish Authorities
O‘\; _ ~ Franco Reviglio
/ Chairman of ENI and Coordinator of the Conference

11.00 - 11.15 Coffee break

i FIRST SESSION: GENERAL ISSUES OF
‘ AREA
% Chairman: Edgard Pisani

President du Centre Euro-Arabe de
Prospective Méditerranéenne

THE SOUTHERN  MEDITERRANEAN
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THE & ¢ SITURTION OF COUNTRTES DN THE SOUTHERN SHORE
OF TH ERRANE AN .

Chairi jwama Al Baz
> f Staff of the President of Egypt

The Egyptian situation
Z* “resentation by Abdel Aziz Zahwy

First Undersecretary of State
Ministry of Planning and International Coopera®ion

15.45 - 16.00 / ‘ The Algerian situation
(Egé;)Presentation by Nazim Zouioueche

Sonatrach's Representative in Italy and Managing Director
of Mariconsult

15,00 = 16.'15 - The Tunisian situation |

—
(\_gi/)Preseqtatieﬂ by Mohawed Ennaceur

President Conseil Economique et Social

16.15 Discussion

17.00 Tea break ,:

18.15 Return to Ritz Hotel

21.00 Departure by bus from Ritz Hotel to the Generalitat de Catalunya
21.30 Dinner offered by the Generalitat de Catalunya

Palay de la Generalitat
Address by Jordi Pujol Soley
President of the Generalitat
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CLOSING SESSICN:

Address by

Ali Attiga

Secretary General of DAPEC

Eugenio Marin
Managing Director of CEPSA

Return to Ritz Hotel

Departure by bus from Ritz Hotel to the Ajuntament de
Barcelona

ADOPTION OF THE ASPEN MEDITERRANEAN MANIFESTO
Chairman: Gianni De Michelis

Pasqual Maragall Mira
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Closing remarks
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FOREWORD

DISTINGUISHED PARTICIPANTS:, LADIES AND GENTLEMEN,

{T IS A GREAT PRIVILEGE FOR ME TO DELIVER , AS COORDINATOR OF THE
CONFERENCE. THIS ADDRESS DURING THE OPENING SESSIONi TO PROVE
WORTHY OF SUCH A PRIVILEGE, | SHALL MAKE THE SPEECH AS SHORT AS
HUMANLY POSSIBLE. | ‘

FIRST OF ALL LET ME EXPRESS MY PERSONAL GRATITUDE TO ALL OF YOU
FOR BEING HERE AND IN PARTICULAR TO THE DISTINGUISHED AND:
COMPETENT PERSONALITIES WHO HAVE ACCEPTED TO PLAY A ROLE IN THE
CON?ERENCE BY CHAIRING A SESSION, BY PREPARING AND DESCRIBING

PAPERS ON SPECIFIC SUBJECTS OR BY OPENING THE DISCUSSION ON THEM.

THE MAIN SUBJECT WE HAVE TO FACE IN THE MEDITERRANEAN REGION IS
THE ECONOMIC DIVERGENCE BETWEEN THE NORTHERN AND SOUTHERN SHORES.
THE 1986 OIL PRICE COLLAPSE HAS AGGRAVATED THE GREAT {MBALANCE
ALREADY EXISTING BETWEEN THESE TWO AREAS

THé‘ POLITICAL CLASS OF THE INDUSTRIALIZED COUNTRIES, AND OF
EUROPE IN PARTICULAR:, SHOULD RESPONSIBLY TAKE ON THE PROBLEM OF

FIGHTING THE GROWING DIVERGENCE WITHIN THE MEDITERRANEAN REGION.

THIS YEAR'S CONFERENCE 1S THE THIRD IN THE ASPEN SERIES OF
CONFERENCES ON MEDITERRANEAN WORLD CROSSROADS AND REPRESENTS A
FURTHER TANGIBLE SIGN OF THE WORK DONE DURING THE LAST TWO YEARS
ON THE ABOVE-MENTIONED {SSUE..

| BELIEVE WE ARE READY NOW TO PUT FORTH OUR PROPOSALS AS A
MEDITERRANEAN MANIFESTO- TO BE BROUGHT TO THE ATTENTION OF THE..

POLITICAL LEADERS OF OUR NATIONS.



SEVERAL SPECIFIC ISSUES - SUCH AS DEMOGRAPHIC TRENDS + CURRENT
AND PROJECTED ECONOMIC SITUATIONS OF SOME SOUTH MEDITERRANEAN
COUNTRIES, FINANCING, SECTORAL OPPORTUNITES FOR DEVELOPMENT, AND
EVEN ENVIRONMENTAL PROBLEMS - WILL BE DISCUSSED DURING THE TwO
DAYS OF THE CONFERENCE. |

1T 1S NOT MY INTENTION TO START DISCUSSING NOW THE SPECIFIC
ISSUES OF THE CONFERENCE .THEREFORE | SHALL LIMIT MYSELF TO SOME
GENERAL CONSIDERATIONS OF A PURELY ECONOMIC NATURE ON THE MAJOR
EVENTS OCCURRED DURING 1986 AND RELEVANT TO THE MED I TERRANEAN
REGION. ALTHOUGH THIS MIGHT LEAD ME TO SKIM OVER SOME OF THE

CONFERENCE'S TOP!CS.

THE IMPACT OF THE 1986 OIL PRICE FALL

LAST JUNE |IN [STANBUL, ON THE OCCASION OF THE SECOND ASPEN
CONFERENCE ON THE MEDITERRANEAN, | OUTLINED THE RISK OF A GROWING
ECONOMIC DIVERGENCE BETWEEN THE NORTHERN AND THE SOUTHERN SHORES.
| ALSO STRESSED THE NEED OF INITIATIVES AIMED AT FOSTERING
COOPERATION IN THE AREA,. IN ORDER TO OFFSET THE NEGATIVE
REPERCUSSIONS ON INCOME DlSTRlBuinN AND TRADE DETERMINED BY THE

FALL IN THE PRICE OF OfL.

TO  SUPPORT MY ARGUMENT | PRESENTED THE RESULTS OF  VERY
PRELIMINARY CALCULATIONS CONCERNING THE IMPACT OF A 15 $/BBL
SCENARIO ON THE 1956 CURRENT ACCOUNT BALANCES OF THE MAIN
SOUTHERN MEDITERRANEAN COUNTRIES. FOR THESE COUNTRIES, CONSIDERED
AS A GROUP, A NEGATIVE IMPACT OF SOME 8 BiLLION DOLLARS AGAINST

1985 WAS FORECAST , ALL OTHER ELEMENTS BEING UNCHANGED WITH
RESPECT TO 1985.



ON THE BASIS OF THE LATEST‘ACTUAL DATA AVAfLABLE (TABLE 1), WE
dAN SAY THAT THOSt CALCULATIONS WERE FAIRLY ACCURATE.

THE NEGATIVE EFFECTS FOR THE SOUTHE&N MED ! TERRANEAN COUNTRIES ARE
PRESENTLY ASSESSED ON THE ORDER OF 10 BILLION DOLLARS {SOME 4/ OF
1985 GDP), A FIGURE SLIGHTLY HIGHER THAN LAST YEAR'S FORECAST.
THE DIFFERENCE 18 EASIL?VEXPLA!NED TAKING INTO ACCOUNT THAT ., ON
THE AVERAGE, THE 1986 OIL PRICE WAS SOME | $/BBL LOWER THAN THE
15 $/8BBL MARK FORESEEN LAST YEAR. |

IF WE ADD TO THE SOUTH MEDITERRANEAN COUNTRIES THE GULF STATES
- HAVING VERY STRONG TIES WITH OUR AREA (NAMELY JORDAN. IRAN. |RAQ,
SAUDI ARABIA) THE 10 BILLION DOLLARS BECOME ROUGHLY 26 BILLION, A
FIGURE THAT DOES NOT NEED ANY COMMENT..

FOR TH!S "LARGER SOUTH MEDITERRANEAN AREA"™ THE IMPACT OF THE olIL
PRICE FALL WOULD HAVE BEEN EVEN HEAVIER., APPROACHING 33 BILLION‘
DOLLARS: HAD |RAG AND SAUDI ARABIA NOT ]NCREASED SIGNIFICANTLY

THE VOLUMES OF O!L EXPORTED.

AMONG THE GREATEST LOSERS OF THE SOUTH-MED REGION WE CAN COUNT
LIBYA (THE NEGATIVE EFFECT IS EVALUATED IN US 8 4.5 BN,
CORRESPONDING TO 167 OF 1985 GDP), ALGERIA (A Lbss OF ¢ 6.2 BN
EQUAL TO 117 OF GDP) AND EGYPT ( A LOSS OF $ 1.6 BN REPRESENTING
47 OF GDP). : ‘ . .y

IF WE LOOK INTO. THE FIGURES OF TABLE T.. WE SEE THAT FOR THE FIVE
PRODUCING COUNTRIES OF THE REGION { NAMELY THE THREE JUST
MENTIONED PLUS TUNISIA AND SYRIA) THE LOSS IN THE OIL REVENUES
WAS $ 12.5 BN (- 8% OF 1985 GDP). |
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TH!S NEGATIVE "RESULT WAS ONLY PARTIALLY TRANSFERRED TO THE
CURRENT ACCOUNT BALANCES SINCE THESE COUNTRIES HAVE MANAGED TO
COMPENSATE THE EFFECTS OF THE OtL PRICE FALL MAINLY BY CUTTING

IMPORTS.

ACCORDING TO PRELIMINARY STATISTICS AND ESTIMATES, IN THESE FIVE

COUNTRIES, CONSIDERED TOGETHER, THE IMPORTS OF GOODS HAVE BEEN
REDUCED IN 1986 BY ABOUT ¢ 3 BN ( - 10/) AGAINST 1985 : THUS THE
DETERIORATION OF THE CURRENT ACCOUNT BALANCES WAS LIMITED TO

APPROXIMATELY $ 9 BN,

ONV THE OTHER HAND THE OIL IMPORTING COUNTRIES OF THE REG!ON
(NAMELY MOROCCO, |ISRAEL AND TURKEY .) SAVED APPROXIMATELY $ 3 BN
IN 1986 , EQUIVALENT TO SOME 37 OF THEIR CUMULAfIVE 1985 GDP.

NO IMPROVEMENT, HOWEVER. WAS RECORDED IN THEIR CURRENT ACCOUNT
BALANCES - (WITH THE EXCEPTION OF MOROCCO)., SINCE THE BENEFITS
DERIVING FROM THE OtL PRICE FALL WERE MORE THAN OFFSET BY THE
COMBINED EFFECT OF HIGHER IMPORTS OF GOODS ( + 8 0.4 BN OR 1.7Z
VERSUS 1985 IN THE THREE COUNTRIES } AND WORSE BALANCES FOR OTH;R

I TEMS, SUCH AS SERVICES AND TRANSFERS.

AS MENTIONED ABOVE. TRADE IN THE MEDITERRANEAN REGION HAS BEEN
NEGATIVELY AFFECTED TAKING INTO ACCOUNT THE ¢ 2.5 BN |IMPORT
REDUCT ION leTHE SOUTHERN COUNTRIES. THE PIiCTURE -BECOMES EVEN

WORSE IF WE EXTEND OUR VIEW TO THE FOUR GULF NATIONS ALREADY

"RECALLED: JORDAN HAS CUT ITS IMPORTS OF GOODS BY $ 0.2 BN-OR -9/

TAGAINST 1685 SAUDI ARABIA BY % 3.1 BN OR 1574 : RELIABLE DATA FOR

IRAN AND TRAQ ARE NOT AVAILABLE BUT WE SHOULD NOT BE FAR FROM THE

TRUTH BY ASSUMING FOR THESE COUNTRIES REDUCTIONS, IN ABSOLUTE
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TERMS, VERY CLOSE TO THE SAUD! ONE.
ALL IN ALL WE CAN EVALUATE IN SOME ¢ 10 - {2 BN THE DROP OF THE
IMPORTS OF GOODS IN THE ENLARGED SOUTHERN MEDITERRANEAN AREA

THAT 1S INCLUDING THE FOUR MENTIONED GULF COUNTRIES.

IT 1S WORTH NOTING THAT THE ABOVE REDUCTIONS ., BEING CALCULATED
tN  CURRENT DOLLARS: GIVE ONLY A PARTIAL INDICATION OF THE REAL
FALL OF THE PURCHASING POWER OF THE SOUTH MED | TERRANEAN
COUNTRIES., SHOULD WE TAKE INTO ACCOUNT THE DEPRECIATION OF THE

DOLLAR DURING 1986, THE FiIGURES WOULD BE EVEN MORE DISCOURAGING.

IT 18 ALMOST NEEDLESS TO RECALL THAT ,» TO A LARGE EXTENT» THE
DROP IN THE MERCHANDlSt IMPORTS OF THE SOUTHERN COUNTRIES HAS
TAKEN PLACE AT THE EXPENSE OF EUROPEAN EXPORTS AS THE EEC SHARE
OF THE TOTAL |IMPORTS OF THE SOUTHERN REGION (GULF COUNTRIES

{NCLUDED) HAS STOOD FOR SEVERAL YEARS NOW AT APPROXIMATELY 40 -
457.

SUMMING IT UP, THE INTERNATIONAL TRADE IN THE AREA HAS DECLINED

AND IS FALLING SHARPLY, CAUSING NEGATIVE SECTORIAL EFFECTS IN THE

INDUSTRIAL COUNTRIES AND NEGATIVE FEEDBACKS THROUGHOUT THE AREA.

THIS TREND SHOULD BE REGARDED WITH GREAT CONCERN IF WE CONSIDER
THAT TRADE IN THE MEDITERRRANEAN REGION » EVEN BEFORE THE OIL
PRICE FALL. WAS SHOWING SI1GNS OF STAGNATION AND |F WE RECALL THAT
TRADE ITSELF 1S, AND WILL REMAIN FOR MANY YEARS TO COME, ONE OF

THE MOST IMPORTANT FACTORS OF INTEGRATION WITHIN THE AREA.

IF WE LOOK AT SOME AGGREGATE DATA ON THE TRADE OF GOODS WITHIN

THE MEDITERRANEAN REGION FROM 1970 To 1985 (TABLE 2), WE FIND OUT



THAT COMMERCIAL INTEGRATION BETWEEN SOUTHERN AND  NORTHERN -
COUNTRIES OF THE MEDITERRANEAN i§ STILL A FAR OFF OBJECTIVE. THE
TRADE OF GOODS IN THE REGION IS MOSTLY DETERMINED BY EXCHANGES
WITHIN THE NORTHERN COUNTRIES (NAMELY FRANCE, GREECE, [TALY,
PCRTUGAL- SPAIN AND YUGOSLAVIA) ; THE TRADE FLOWS FROM NORTHERN
TO SOUTHERN COUNTRIES ARE DECLINING; THOSE FROM SOUTHERN TO
NORTHERN COUNTRIES ARE STILL LIMITED  FINALLY SOUTH-SOUTH
EXCHANGES ARE . IN RELATIVE TERMS, PRACTICALLY INSIGNIFICANT.

THE DECLINING TREND OF THE MEDITERRANEAN EXPORTS TOWARDS THE GULF
COUNTRIES SEEMS TO MEAN A PROGRESSIVE SEPARATION OF A CRUCIAL
AREA  OFTEN CONSIDERED AS MEDITERRANEAN BECAUSE OF OBVIOUS

GEOGRAPHIC AND HISTORIC REASONS,

THE ECONOMIC POLICIES OF THE INDUSTRIALIZED COUNTRIES

ON THE OTHER HAND IN THE INDUSTRIALIZED COUNTRIES AND IN EUROPE
IN PARTICULAR, THE RAPID INCOME GROWTH FORESEEN SOON AFTER THE
OIL PRICE FALL HAS NOT MATERIALIZED.

THE DROP IN THE HARD CURRENCY EARNINGS OF THE  OIL PRODUCING
VCOUNTRIES HAS PUT DOWNWARD PRESSURES ON WORLD INCOME THAT HAVE
BEEN APPROXIMATELY EQUAL OR STRONGER THAN THE POSITIVE STIMULUS
RESULTING FROM THE CHANGE IN THE TERMS OF TRADE. SO THE OVERALL
EFFECT OF .THE LATTER FOR THE WORLD'S ECONOMY AND FOR THE

INDUSTRIALIZED COUNTRIES HAS BEEN MOSTLY NEUTRAL IF NOT NEGAT!VE.

AT THE SAME TIME, ACCORDING TO OECD STUDIES. OTHER FACTORS,
NAMELY THE RESTRICTIVE FISCAL POLICIES OF THE MAIN INDUSTRIALIZED
COUNTRIES {(WITH THE EXCEPTION OF THE USA), AND THE DEPRECIATION

OF THE DOLLAR HAVE ALSO CONTRIBUTED IN 1986 TO WIDEN THE ECONOMIC



IMBALANCES BETWEEN NATIONS. |

THE EXPECTATIONS FOR THE THREE YEARS AHEAD ARE FOR EVEN LARGER
IMBALANCES, UNLESS MORE EXPANSIONARY DEMAND POLICIES  ARE
| MPLEMENTED.

- NEVERTHELESS THE LEADING WESTERN COUNTRIES ARE STILL SLOW AND
UNCERTAIN ABOUT CHANGING THE ORIENTATION OF THEIR ECONOMIC
POLICIES. |

THE  13TH ANNUAL SUMMIT OF LEADERSi OF THE MAIN WESTERN
INDUSTRIALIZED COUNTRIES , HELD IN VENICE ONLY A FEW DAYS AGO,
HAS REAFFIRMED A WIDE RANGE OF GENERIC COMMITMENTS ON THE
ECONOMIC GROUND,» FAILING » HOWEVER, TO ENDORSE , IN PRACTICAL
TERMS, THE POLITICAL MEASURES NEEDED TO BOOST  ECONOMIC
DEVELOPMENT AT {NTERNATIONAL LEVEL. _

{IN THE FINAL COMMUNIQUE THERE IS NO EVIDENCE THAT NEW EFFECTIVE
ACTIONS HAVE BEEN AGREED UPON TO REVERSE THE DOWNWARD TREND ~IN
THE WORLD'S ECONOMY AND TO MAKE A STRONG ATTACK ON. ECONOMIC
IMBALANCES.

ONLY TWO NEW |TEMS HAVE BEEN GIVEN A CLEAR POLITICAL "PUSH".

| AM REFERRING TO THE PROJECT FOR TRIPLING ,» POSSIBLY BY THE END
OF THE YEAR, THE [MF STRUCTURAL ADJUSTMENT FACILITY FORl HELPING
POOR DEBTOR COUNTRIES, AND TO THE GENERAL INDICATION OF NEW
NEGOTIATIONS ON A CAPITAL INCREASE FOR THE WORLD BANK.

ALTHOUGH IN THE RIGHT DtRECfION;VfHESE DECISIONS SEEM |NADEQUATE.
fOR REAL PROGRESS TO BE ACHIEVED TOWARDS THE ATTAINMENT OF
INTERNATIONAL OBJECTIVES » IN PARTICULAR THROUGH THE COORDINAT ION
OF THE NATIONAL POLICIES: STRONG WORLD LEADERSHIP 1S REQUIRED.

| BELIEVE THAT AN IMPORTANT ROLE SHOULD‘CONT!NUE TO BE PLAYED BY

THE UNITED ST-ATES'. HOWEVER, INTERNATIONAL COORD INAT1ON' CANNOT BE
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"ACHIEVED IF THE USA ASKS GERMANY AND JAPAN TO BE RESPONSIBLE FOR

REVIVING WORLD DEMAND : WHILE THEIR OWN FISCAL POLICY REMAINS

UNCONV I NC I NG,

THE UNITEb STATES FEDERAL DEFICIT; WHICH IS THE ROOT OF ITS
EXTERNAL DEFICIT, IS AN ELEMENT OF POTENT!AL WORLDWIDE RECESSION.
THE LEADERSHIP SHOULD TAKE ITS FIRST ACTION AT HOME BY ABANDONING
- WHEN NECESSARY - FISCAL POLICIES THAT APPEAR UNABLE TO PROVIDE
SAT | SFACTORY 'SOFUTIONS BOTH FOR THE NATIONAL AND INTERNAT | ONAL

PROBLEMS.

THE DEBT PROBLEM
IT 1S ALMOST NEEDLESS TO REMIND THAT ONLY IN A SCENARIO OF
WORLDWIDE ECONOMIC GROWTH ALSO THE LDC'S PROBLEMS, AND IN
PARTICULAR THE DEBT ISSUE, CAN BE CONVENIENTLY SETTLED.

IN ABSOLUTE TERMS, THE 'DEBTS OF THE SOUTHERN MED!TERRANEAN
COUNTRIES ARE A SMALL PORTION OF THE TOTAL LDC's  DEBT.
INTERNAT [ONAL ORGANIZATIONS ESTIMATE THEM IN THE ORDER OF $ 80
BN, A FIGURE MUCH LOWER THAN THE $ 350 BN OF LATIN AMERICAN
COUNTRIES. HOWEVER, WHEN COMPARED WiTH THE NATIONAL PRODUCTIVE
CAPACITIES, THE $ 80 BN REPRESENT A BURbEN EVEN HEAVIER THAN. THE
LATIN AMERICAN DEBT. PROFESSOR DRAGH! WILL EXPLAIN TH{S ISSUE IN
GREATER DEPTH LATE# ON. |

IT 1S NOT AN EXAGGERATION TO SAY THAT TO TACKLE THEVDEBT PROBLEM
WITH ANY PROSPECT OF SUCCESS A NEW' MARSHALL PLAN-LS‘NEEDED; SOME
LDC COUNTRIES - IN PARTICULAR THE LATIN AMERICAN ONES “HAVE MADE

REMARKABLE ADJUSTMENT EFFORTS AND HAVE SUCCEEDED IN  IMPROVING

THEIR BALANCE OF PAYMENTS. BUT THIS IMPROVEMENT CORRESPONDS



ALMOST EXACTLY TO THE FALL IN THE RATE OF ACCUMULATION.

THIS REPRESENTATION OF THE EXTERNAL CONSTRAINT SHOWS THAT UNTIL
THE PROBLEM OF THEIR PRE-EXISTING DEBT 1S SOLVED, VTHE DEVELOPING
COUNTRIES WILL BE ABLE TO FINANCE, AT MOST. THE REPAYMENT OF
CREDITS ALREADY GRANTED. CONSEGQUENTLY, IT 1S UNLIKELY FOR NEW
CREDIT FLOWS TO BE SPONTANEOUSLY REACT IVATED BY THE BANKS.

THE FINANCIAL SYSTEM IS STRAINED ON THE ONE HAND BY THE
DEVELOPING COUNTRIES' DIFFICULTIES IN HONOURING THEIR COMMITMENTS
AND. ON THE OTHER: BY THE FRAGILITY OF THE BANKS' ASSETS

RESULTING FROM THE SI1ZE OF THEIR BAD CREDITS.

THE MAIN CAUSES OF |IMBALANCES AND LIMITATIONS FROM WHICH THE
INTERNATIONAL ECONOMY SUFFERS HAVE BEEN AMPLY‘ IDENTIFIED AND
ANALYZED. HOWEVER, | AM CONVINCED THAT THERE HAS BEEN A LACK OF
POLITICAL INITIATIVE FROM WHICH ANTAGON{SM BETWEEN THE VARIOUS
POSSIBLE SOLUTIONS DERIVES. _

"NEW IMPETUS SHOULD BE GIVEN TO THE I&TERNATIONAL ECONOMY BY
DEVELOPING GREATER INTERNATIONAL COOPERATION:, AND THE LEADING

COUNTRIES SHOULD BE THE PROMOTERS OF IT.

THE NEED OF A "RECIPROCAL DEVELOPMENT PLAN"

EUROPE, FOR OBVIOUS REASONS, HAS SPECIAL RESPONSIBILITY FOR THE
MED I TERRANEAN AREA. | o

LAST YEAR IN |STANBUL | PROPOSED THAT EUROPEAN GOVERNMENTS DEVOTE
TO 'AN AID PLAN IN FAVOUR OF THE SOUTH MEDITERRANEAN COUNTRIES A
SMALL PORT[ON.'SAY 107, OF THE WINDFALL SAVING CAUSED BY THE FALL
OF OIL PRICES AND ACCRUING TO EUROPE DURING THE 1986 ALONE.

| ALSO SUGGESTED TO USE THESE FUNDS AS EQUITY CAPITAL TO FiNANCE,

g



TOGETHER WITH OTHER INSTRUMENTS (LIKE SOFT LOANS AND GRANTS
AVAILABLE THROUGH COOPERATION AGENCIES, EXPORT CREDITS, |NSURANCE
FACILITIES BY NATIONAL OR INTERNATIONAL BODIES ) NEW  PROJECTS
JOINTLY CONCEIVED. . IMPLEMENTED AND MANAGED BY EUROPEAN AND LOCAL
COMPANIES. | |

10Z OF ¢ 50/60 BILLION ( EUROPE'S ESTIMATED SAVING [N 1086)
EQUALS APPROXIMATELY $ 5 BILLION, WHICH » ACCORDING TO THE SCHEME
PROPOSED IN |STANBUL, WOULD ACTIVATE AN OVERALL INVESTMENT IN THE
ORDER OF $ 30 BILLION, A RESPECTABLE FIGURE BY ALL STANDARDS AND
ESPECIALLY SO IN COUNTRIES AT THE LOWER END OF THE DEVELOPMENT
SCALE, | | | |

THE IDEA OF AN AMBITIOUS "RECIPROCAL DEVELOPMENT PLAN" 1§ STILL
VALID AND ALIVE. |IT NEEDS ,HOWEVER, .TO BE STRONGLY SUPPORTED BY
EUROPEAN POLITICAL CIRCLES, WHICH UP TO NOW HAVE PREFERRED. IN

GENERAL ,» TO TAKE NO COMMITMENT,

VERY LIKELY A -PLAN OF THE KIND WE ARE TALKING ABOUT 1S STILL
REGARDED BY SEVERAL EUROPEAN POLITICAL LEADERS AS SOMETHING ALIEN
TO EUROPEAN OBJECTIVES AND INTERESTS. TODAY ONLY A FEW LEADERS
REGARD IT AS A RATIONAL WAY TO SOLVE THE GREAT EUROPEAN ECONOMIC
PROBLEMS. AS UNEMPLOYMENT WHICH IN EUROPE HAS ATTAINED THE
HIGHEST LEVELS SINCE WORLD WAR 1.

A PLAN OF INTERNATIONAL COOPERATION IS NOT JUST A ONE-WAY FORM OF
SOLIDARITY IN FAVOUR OF THE LESS FORTUNATE COUNTRIES. ON THE
CONTRARY. IT IS THE PURSUIT OF INITIATIVES THAT BOOST INDUSTRIAL.
COMMERCIAL , AND PRODUCTIVE SERVICE.ACTIVITIES IN.THE COUNTRIES
THAT  RECEIVE THE RESOURCES AND. THUS MAKES A  FUNDAMENTAL

CONTRIBUTION TO THE GROWTH OF THE FINANCING COUNTRY. JOINT

10



VENTURES WITH DEVELOPING COUNTRIES INCREASE THEIR PRODUCTION"
CAPACITY, BUT THEY ALSO INCREASE THE |INCOME OF THE [INDUSTRIAL
COUNTRIES THAT FOSTER THEM. BY SUPPLYING FLANTS AND HUMAN
RﬁSOURCES. PRODUCTION FACTORS ARE MOBILIZEDATHAT WOULD OTHERWISE

REMAIN INACTIVE.

IF WE TAKE A LOOK AT THE MEDITERRANEAN AREA, DEVELOPMENT
POTENT!ALS ARE NUMEROUS TODAY. GRASPING THESE OPPORTUNITIES MEANS
_ CdMBINING BUSINESS LOGIC WITH THAT OF COOPERATION  AND
INTEGRATION, * FIGHTING THE DROP IN ECONOMIC GROWTH CAUSED BY THE..
FALL IN OIL REVENUES., AND CORRECTING THE RELATED AND RESULTING
FACTORS OF POLITICAL INSTABILITY THAT MAY THREATEN THE NORTHERN
AS WELL AS THE SOUTHERN SHORE OF THE MED!ITERRANEAN.

HELPING THE COUNTRIES OF THE SOUTHERN COAST OF THE MED!TERRANEAN
IS NOT A QUESTION OF ALTRUISM: IT IS IN THE STRATEGIC INTEREST OF
EUROPE AND THE WEST, WHICH MUST AT ALL COSTS AVOID ADDING FUEL TO
AN ALREADY ENDEMIC FIRE THAT 1S RAGING IN THE MIDDLE EAST BECAUSE

OF THE MANIFOLD UNRESOLVED POLITICAL CRISES.

THE ITAL!AN GOVERNMENT HAS FOSTERED CONCERTED ACTIO& TO - SUPPORT

AND TO HELP THE COUNTRIES IN THE AREA AND IN THE ABSENCE OF AN
AMBITIOUS EUROPE-WIDE PLAN OF ASSISTANCE. |

| AM REFERRING |IN PARTICJLAR TO THE PkOPOSAL SUBMITTED A FEW

MONTHS AGO BY THE I TALIAN GOVERNMENT TO CREATE A "MEDITERRANEAN

SUPPORT GROUP" FOR PROMOTING A COMPREHENS IVE DIALOGUE BASED ON

CONF ' DENCE, HU%UAL INTEREST AND COOPERATION AND AIMED AT FINDING

ouT EGUITAELE_AND NEGOT FATED SOLUTIONS TO ALL THE DISPUTES OF THE

AREA.

-



| AM ALSO REFERRING TO THE NEW LAW ON COOPERATION AND DEVELOPMENT

APPROVED AT THE END OF LAST FEBRUARY BY THE |TALIAN PARLIAMENT.
THIS LAW, UNDER ARTICLE 7, HAS INCLUDED FOR THE FIRST TIME |IN
ITALY THE JOINT-VENTURES FOR DEVELOPMENT AMONGVTHE INéTRUMENTS OF
COOPERAT ION.

ACCORD!ING TO THE NEW PROVISIONS, THE ITALIAN COMPANIES WILLING TO
ESTABLISH ‘JOINT‘VENTURES IN DEVELOPING COUNTRIES WILL HAVE THE
POSSIBILITY OF FINANCING PART OF THEIR EQUITY CAPITAL THROUGH

SOFT LOANS MADE AVAILABLE BY THE |TALIAN GOVERNMENT.

AS FAR AS ENI iS CONCERNED:. WE ARE ACTIVELY PURSUING IN ITALY,
TOGETHER WITH A HAJOR INDUSTRIAL GROUP AND TWO FINANCIAL
INSTITUTES, THE PROJECT OF A NEW COMPANY, HAVING ‘AS MAIN lTASK
THAT OF {QOOKING FOR AND PROMOTING . IN CCOPERATION WITH THE
CONCERNED ORGANIZATIONS OF fHE INTERESTED COUNTRIES, DEVELOPMENT
INITIATIVES THROUGH-THE JOINT VENTUFE APPROACH.

ENI |é ALSO EXPLORING THE POSSIBILITY OF SETTING UP.V.TOGETHER
WITH QTHER EUROPEAN AND ARAB CONCERNS; AN INTERNAT JONAL
INVESTMENT INSTRUMENT ABLE TO TAKE UP DIRECT INTERESTS IN JOINT

VENTURE PROJECTS.

CONCLUS IONS

THE ECONOMIC GROWTH IN- THE INDUSTRIALIZEﬁ COUNTRIES AND IN EUROPE
IN PARTICULAR, S TOO LOW TO BE OF RELIEF TO THE DEVELOPING
COUNTRIES AND IN PARTICULAR TO THE SOUTHERN MED)TERRANEAN ONES.

THE HIGH GROWTH RATE OF POPULATION IN THE SOUTH MEDITERRANEAN

REGION (IN THE ORDER OF 37 PER YEAR AGAINST THE ALMOST 0/ RATE IN

THE INDUSTRIALIZED NORTH) MEANS THAT, TO AVOID NEW POL!TICAL AND

12



SOCIAL TURMOILS, THE ECONOMIC GROWTH IN THE SOUTH SHOULD BE MUCH

HIGHER THAN IN THE NORTH.

SUCH A SITUATION CAN BE ACHIEVED ONLY iF THE NORTH DECIDES TO
ALLOCATE TO THE SOUTH ADEQUATE RESOURCES OF
FINANCIAL, TECHNOLOGICAL AND HUMAN NATURE. IN ACCORDANCE WITH A
PROGRAM DULY ELABORATED AND AGREED UPON AT GOVERNMENT LEVEL.’
EUROPE, FOR OBVIOUS REASONS, HAS THE GREATEST RESPONSIBILITIES
.FOR THE ELABORAT!ON AND IMPLEHENTATION OF SUCH A PROGRAM.

WITHOUT BEING TOO SPECIFIC, IT IS MY OPINION THAT THE PROGRAM
SHOULD ENVISAGE A BASKET OF MEASURES. IN PARTICULAR NEW MODES -
ALONGSIDE WITH THE STRENGHTHENING OF THOSE ALREADY INVEXISTENCE -
VSHOULD BE ESTABLISHED FOR CHANNELLING FINANCIAL RESOURCES, BOTH
PUBL IC AND PRIVATE, SO AS TO PROMOTE PRODUC+IVE INVESTMENT,

VERY - LIKELY NEW MULTILATERAL FINANCIAL INSTITUTIONS (SUCH AS A
REGIONAL BANK FOR DEVELOPMENT) MIGHT BE CREATED IN ORDER TO
FOSTER DEVE;OPHENT IN THE SOUTH.

OTHER INSTITUTIONS COULD BE ENVISAGED TO PROMOTE THE ECONOMIC
INTéGRATION OF THE REGION: STARTING FROM THE COMMERCIAL SIDE.
WITH REGARD TO THIS ISSUE, TRADE AND TARIFF AGREEMENTS SHOULD BE
DULY CONCEIVED AND  IMPLEMENTED IN ORDER - TO ELIMINATE
PROTECTIONIST BARRIERS AND TO PROMOTE THE FLOWS OF GOODS AND
SERVICES WITHIN THE AREA.

IT 1S WITH THESE OBJECTIVES IN MIND THAT WE SHALL WORK IN THE
NEXT  TwO DAYS TOWARD THE PREPARATION OF A  MED)TERRANEAN
MANIFESTO, A DOCUMENT WHICH, WE HOPE,» WILL CONTAIN BASIS OF
AGREEMENT AND A BLUEPRINT OF ACTION TO OVERCOME THE SERIOUS

PROBLEMS WHICH WE FACE IN OUR REG!ON.

13



ALGERIA

EGYPT
LIBYA
TUNISIA

- MOROCCO
ISRAEL
SYRIA
TURKEY

SUBTOTAL

OF WHICH PﬁODUCIHG COUNTRIES

IMPCRTING "

JORDAN
" IRAN
IRAQ

SAUDI ARABIA

SUBTOTAL
TOTAL

¥ preliminary estimates

S ources: ENI elaboration on IMF - MEED - EIU DATA

IMPACT OF THE OIL PRICE FALL ON THE BALANCE OF

PAYMENTS OF SOUTH MEDITERRANEAN COUNTRIES {CURRENT US DOLLARS)

ESTIMATED OIL LOSS (-) SAVING (+)

1986 versus 1985

Price)Mix

ESTIMATED REDUCTION ()
INCREASE {+) OF THE IMPORTS
(FOB) OF. GOODS

BALANCE OF PAYMENTS

CURRENT ACCOUNT

Z?i::: effect TOTAL  IMPACT 1986 versus 1985 (Million "US $ )
m § mn $ mn $ % 85 GDP mn § Co% 1985 1086+ - DIFF.
+ 200 - 6,400 6,200 - 106 - 800 - 9.0 +1,000 - 3,000 - 4,000
- 500 - 1,200 1,600 - - 300 - 3.6 - 2,200 - 3,200 -1,000
L. - 4,500 4,500 - 16.5 -1,100 - 19,0 +1,800  ~2,000 "~ 3,900
- 200 200 - 2.0 + 200 + 7.0 ~ 500 - 800 - 300
+ 500 500 + 3.8 - - - 800 - 800 « 300
. + 800 600 . 2.7 1,200 + 130 +1,100 + 700 - o0
+ 30 30 + 0.1 - 800 . - 220 -1,000 - 800 + 200
+ 1,700 1,700 + 3.5 - 800 - 7.0 -1,000 21,800 - 800
- 170 - 8,500 9,670 - . 3.9 - 2,400 - 48 -1,600 '~11,300  -9,700
- 1™ - 12,300 - 12,470 - 7.8, - 2,800 - 9.7 - 800 - ~ 9,800 -9,000
- + 2,800 2,800 + .32 + 400- + 1.7 - BOO - 1,500 . - 700
. + 260 260 + B.6 - 200 - 9.0 - 300 - 100 + 200 -
-1,900 - 5,700. %,600 n.a. n.a n.a. n.a n.a.
. +1,800 - 5,300 3,500 n.a n.a n.a n.a n.a
+7,300 - 12,800 5,500 - 5.9 - 3,100 - 15.0 ~13,000 - 10,300  +2,700
7,200 - 23,540 16,340
+7,030 ~ 33,040 . 26,010

o
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EXPORTS WITHIN THE MEDITERRANEAN REGION

.- FROM NORTH TO NORTH
. FROM NORTH TO SOUTH
. FROM SOUTH TO NORTH
. FAOM SOUTH TO SOUTH

(A) TOTAL WITHIN THE REGION

EXPORTS TQ FIVE GULF COUNTRIES

. FHOM NORTH
. FROM SOUTH

(B) TOTAL

EXPORTS TO ALL DESTINATIONS

. FROM NORTH
» FROM SQUTH

(C} TOTAL

{A}: (€) X 100
(B): (€) X 100

NOTES: .North includes: France, Greecs, Italy, Portugal, Spain, Yugoslavia.

TRADE IN THE MEDITERRANEAN REGION

(figures in billion US §)

1970

6.5
2.2
2.3

0.2

11,2

2.2
0.2

37.0
6.7
43.7

25.6%
5.5%

1975

17.2
9.4
5.4
0.8

13.9
1.3

15.2

103.9
20.4

124.3

26.4%
12.2%

1580

45.0
18.9
16.3

1.9

82,1

233.2

57.8

291.0

28.2%
3.5%

1985

41.1
15.6
17.8

2.1

76.6

7.7

1.8

9.5

225.8

4a7.1

272.9

28.1%
3.5%

Z 514l

.South includes: Algeria. Cyprus, Egypt, Israel, Lebanon, Libya, Malta, Morocco, Syria, Tunisia, Turkey.
.Exports from north to north (or from south to south) represents:xports of each northern (scuthern) country te all other northern {southern

countries.

.The five Gulfcountries are: Irak, Jordan, EAU, Kuwait, Saudi Arabia.

.Exporte to all destinaticne represent f_exports of each Mediterranean country to all the other countries of the worid (including other

nerthern and southern Mediterrane

an countries).

Source: Eni elaborations on data of direction of trade atatistiecs.



_Aspen Institute Italia

©

South Mediterranean Countries and International

Financial Institutions: Scructural Adjustment and Growth

by Marie Draghi
The World Bank

THIRD CONFERENCE ON THE MEDITERRANEAN WORLD' S_CROSSROADS:
THE APPROACH TO MEDITERRANEAN DEVELOPMENT

 Barcelona 22-23 June 1987

PALAU DE PEDRALBES

Via Barberinl, 3
00187 Roma

. TEL OGI4741974|4757457
Talex 628368 ASPEN |
C. 1. ® P. 1. 08817300584




Iy

1. Introduction

These are times of great changes and uncertainties {n the
area of development lending and times when occasions Ffor
reflection, 1like the one offered by-this Aspen conference, are
particularly welcome. I shall focus my considerations on the
lending strategy that the World Bank of pursuing in some
developing countries of the wider South Mediteérranean region.
This stvategy is at the same time country-tailored, as it takes
into account the differences of the various contexts, and Dbased
on_some principles that, insofar certain development problems
cross national boundaries, are common to many of the countries of
the region. Next to the obvious differences 1in geography,
population, climate, culture, levels of development, political
and economic characters, lie some profoundly similar problems, in
the areas of the long-term issues of growth, development and
Ilnsticucional change, and 1in the shorter-term field of
stabilization and adjustment. '

As a  development institution, the World Bank 1is mainly
concerned with the structural issues affecting these aconomies.
These range from the rapid growth of population and implied urban
settlement problems to the heavy burden of external debt that

constrains GDP growth and impairs a sustained increase 1in
investment. These problems are often compounded by the lack of
proper domestic micro and macro policies conducive rcto faster
growth,

2. "Main Issues

a. Population

The countries of the South Mediterranean have some of the
highest population growth rates in the world. 1In the next twenty
to thircy years Algeria, Jordan, Morocco and Syria will double
their population.

Egypt's population, scon to reach 50 million, is growing by
2.6% a year. Almost half{ of thi{s growth is concenctrated in the
Creater Cairo area. By the year 2,000 Greater Caire will hold at
least 16 million people,. C

In Morocco, according to the 1982 <c¢ensus, B.7 million
people, or almost 43 percent of the toral population, were
urbanized. Urban growth vrates averaged 4.5 percent over the
preceding decade.



Population {n the poorest parts of thlsr region ,wiil
altogether grow by about 100 million pecple between now .and the
end of this century, and the entire increase will be located in

wrban areas.

With this ¢tremendous expansion have come --and _ will
intensify-- well-known signs of urban strain: heavy c¢ongestion,
pollution, deteriorating "municipal services, and shantytowns,
where the unemployed and semi-employed wait hopelessly for

opportunities that their economies cannot create.

Furthermore such & growth in population takes place in an
environment characterized by limited land and water resources
with «the consequence that food production in most of the South
Mediterrenean countries has fallen short of countries' needs by a
wide margin, filled by increasing imports and accompanied by
worsening agricultural trade balances.

At the end of 1986 the largest debtors in the area accounted
for an aggregate debt of $80 billion. In absolute amount, this
"figure lcoks much smaller than the more widely publicized Latin
American debt, bur {f it is evaluated relatively ¢to the
productive <capacity of the region, it yields a comparatively
serious situation where in some cases the debt service places an
.even higher burden on foreign exchange earnings than it does in
Latin America. '

External Debr Data of Selected Countries
(end of 1985)

External Debt/GNP 1/ Debt-Service Ratio 2/

Algeria 28.0 N 0 112.9
Egypt : 77.3 336.9

. Morocco 120.1 464 .4
Tunisia 64,4 193.0
Turkey 49,2 : 230.3
Argentina 79.9 487.8
Brazil : 51.3 _ Jes.1
Bolivia ‘ 152.0 ' - 538.5
Chile 142.2 . 430.4
Mexico 58.3 > 327.6
Peru ' ' 88.2 361.2

Source: World Debt Tables, 1986-87, The World Bank

1/ Total external debt. to gross national product ,
2/ toral external debt to ekxports of goods and services
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In 1985 all the countries of the region increased their
total external indebtedness. Similarly, with the exception of
Morocco, where external debt payments were contained through debt
rescheduling, debt sgervice ratios increased for all the other
countrles. For «the major borrowers, the proportion of export
earnings dedicated to paylrg service charges on the debe, range
from 35% te 453% for Algeria, Egypt, and Hungary, to about 20% for
Tunisia. '

Return to creditworthiness implies not only a more
manageable debt service, but also requires that certain trends in
the composition of debt will have toe be reversed,. At the

beginning of the 1970's the majority of the countries belonging
to the Wider South Mediterranean area had a strong borrowing
base, and it is only with the subsequent developments that debt
not only grows 1in size but acquires a more fragile nature. Annex
1 shows the evolution of some debt indicators for a few of thege
countries between the years 1970-1985.

Some considerations stand out and may well form part of the
future debt management. First, the increase in total debt service
Is moscly due to the higher share of .commercial bank loans,
Second, the grant element has sharply decreased. Third, Cthe
percentage of variable rate lToans,negligible in 1970, becomes the
bulk of the total {n 1985.

c. Crowth

The high debt burden, which has become especially prominent
in the Tast five years, has contributed to a significant decline
im the overall growth of the region. In the 70's average
GDP growth in the region was about 7% a year. 1In the 1980's, GDP
growth has averaged less than 4% a year. For the oil importers
alone the figures are more stark: between 1970 and 1980 -'growth
was & percent a year; since 1980 it has fallen to 2,5 percent a
year. Since 1983 in fact per capita income in dollar terms has
fallen in 12 of the 15 active borrowers in the region. In
addition to retarding growth, ¢the high debt burdens have also
constrained investment. From 1980 to 1985, investment declined
in every developing country in the reglon, In 1985, investment
levels among o1l importers in the vegion were 12 percent lower
than they were five years before. With the notable exceptions of
Turkey and Morocco, these indlications are confirmed at the
individual country level., In Algeria, GNP growth was 3.4 percent
in 1985, and {t was flat in 1986, after having  increased an
average of 7 percent a year from 19653 to 1984, Gross domestic
investment in the country fell eo 1.6 percent in 1985, and was
estimated to have fallen 22,7 percent last year. In Egypt the
rate of growth of GNP fell to 1.6 percent in 1986 over 1985, and
is projected te be negative this year. Preliminary data
{ndicated that GOP fell 1.0 (one) percent in Tunisia last year,
but 1is projected to grow by 4,0 percent this year. Gross
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investment however, decreased by 13 percent [n 1985, by about 15
percent in 1986, and is projected to rvecover modestly in 1987, by
enly 4.3 percent. In 1985, some of the oil importing countries

of the region succeeded in attaining a modest export recovery and
moderate progress in reducing current account deficits thanks Lo
domestic reforms, declining oil prices and a modest resumption of
growth in the industrialized nations. But In 1986, growth in the
world economy has decelerated., Furthermore the fall o1l prices
had an indirect and perverse impact on some oil importers, as
economic assistance and remittances from oil-producing countries
diminished, World Bank studies show that the countries of the
'region responded to the o0il price shocks of 1973~-74 and 1979-80
with a partially successful attempt to increase domestic supply
rather than to manage demand. In contrast to the OECD countries,
where energy consumption per unit of GDP decreased by about 25
pevcent - in the decade after 1973, energy intensity in the South
Mediterranean «countries as a whole increased by 16 percent. As
lower oil prices produce a downturn in energy exploration and
development, energy consumption will probably continue to grow
faster than supply In the countries belonging to the wider South
Mediterranean region, and it will increase dependence of most
members of the group on imported energy. Energy Investment
| requirements in the region could amount to as much as $14 billion
| a year during the period 1986-90, of which $9.9 billion would be
| foreign exchange. :

\ Financing the foreign currency requirements will be
w difficult due to cutbacks by commercial banks and international

loil companies in the flows to the petroleum industry, and to
| uncertain prospects for Qfficial Development Assistance (O0DA)
from +the industrialized natlons, declining OPEC assistance and
reduced oil revenues and migrancs' remittances.

d. Policies

The outlook for the rest of the decade remains wuncertain.
Rising debt burdens, reduced external capital flows, and the
continuing need for financial adjustment will limit the scope for
expansionary domestic policies. Few countries of the region can
expect to resume the high growth rates of the 1970's, although
there will be some improvement in comparison with those of the
early 1980's.

The difficulties of today are partly the outcome of the
traumatic external shocks that occurred during the 1970's, but
they are also the consequence of lack or delay in the  necessary
adjustments to the changed intcernational environment.

—_—_




During the 1970's external borrowing appeared an attfractive
source of financing publlc investment programs. Terms were
favorable and the world econoemy was rapidly expanding. Foreign
borrowing soon acquired dimensions disproportionate with the size
of the borrower's economy and characteristics that increased the
borrower's risk like the wexcessive reliance on short-term
variable rate debt. The investment programs were correspondingly
rising at too fast a pace to permit a careful assessment of their
efficiency.

After the first oil shock, growth and investment In most
countries were maintained at artificially high levels, The need
to export or to proceed to a diversificaction of the  export
structure that could lead to a less risky trade ¢onfiguration was
Targely 1gnoreds Tmport substitution was often pursued wichout
regard to efficiency and long-term competitiveness. As a raesult,.
balance- of~payments deficits became very large and were financed
with more borrowing. '

Reality soon caught up with debtors and c¢reditors alike.
The «catalogue of furcther shocks is well known. Interest rates
jumped in 1980, and remained very high in nominal and real terms.
Wecrld trade declined in absolute terms between 1980 and 1982,
Voluntary lending drastically decveased even because of the
Mexican payment's crisis 1in mid 1982. Export prices for
commodities have dropped <calamitously, For major oil importers
in the region, dollar export prices have dropped almost 20
percent in Five years, and, since 1985, even the oil-exporters
are facing serious difficulties 1in the management of their
economies,

In response to these developments, some countries in the
region have made great efforts, adopting bold programs of reform,
at times at considerable political risk and cost.

Adjustments ©programs accross the region wvary in their
substance and degree, but most of <them contain. four basic
elements:

‘ 1. Refoerm of trade policies to provide and inject strong
\incentives for exports competitiveness into the industrial
sector., '

2. Fiscal stabilization through the reductioen of budget
deficits. ' '



|
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3. Improvement of <the quality of public investment
programs to increase their econocmic efflciancy,

4. Improvement of the operational efficiency of public
enterprises, -

Progress in all these areas have been mixed with great
improvements on the side of external trade and a somewhat slower
development in the fields of fiscal retrenchement and public
entreprise restructuring.

Within this broad framework, exchange rates have been
adjusted to realistic levels, import tariffs liberallzed, expore
incentives provided, Export diversification is a critical issue
in a region where oil exports represent 85 percent of all
merchandise exports for Egypt, where phosphates and fertilizer
constitute 80 percent of Morocco's exports, and where
agricultural commodities represent 60 percent of Turkey's sales
abroad.

The target of fiscal stabilization has been pursued mainly
through a reduction 1w the—stze—of—public investment programs and
SF the large subsidies tHat characterized the income distribution
policies of the preceding years, whHen the PoUTest GE8CCoFrS Oof the
population were helped by price controls on items of large
consumption such as bread and transportation. Unfortunately,
this practice has been expanded to wmany other items, the
contribution of which to poverty alleviation is highly tenuous.
Moreover, even when subsidies have been aimed at the poor they
have - been Imperfectly targeted. Numerous studies indicate that
the wellwgo~-do are the ones who gain the most from these blanket

interventions. Given the present difficulties, subsidies will]

have to be scaled back considerably and only retained where they
démonstrably serve the purposé for which they are desigmed.:

However, for the burden of adjustment to be bearable and not
to constitute a threat for the political stabilicy, it is clear
that in the medium term fiscal stabilization cannot- be pursued
only through a compression of the expenditure side but it will
also need the design of well-functioning and equitable tax
systems, ) .

Finally many countries in the region have <created large
publift enterprise sectors, which, having been sheltered from
competitlon, are presently run with <considerable operational
deficits and represent a heavy drain upon government budgets.




. To address all these issues, cthe World Bank has responded
both introducing {ts structural adjustment lend{ng and by
‘inctensifying its pre-existing economic and sector work through
project lending. = Although-structural adjustment lending 1is a
fastly @growing component of the ~‘lending program;, the wvast
majority of World Bank activity (75-80% of total lending) remains
concentrated in the area of project lending,



3. The World Bank "Structural Adjustment Lending" (SAL) 1/‘

The World Bank's Operaticnal Manual defines SAL as ‘non-
project lending to support programs of policy and insriturional
change necessary to modify rthe strucrure of any economy s¢ that
tt can maintan Dboth its grwoth rate and the viability of its

balance of payments in the medium term.’ .2/
A number of elements stand out in this definition, First of
all  SAL is an Instrument rto help bring about pollcy and

fnstiturional changes. Second, there is the Implicit recognitlion
that 1in many developing countries a faulty policy framework had
contributed to economic and financial difficulties, and stood in
rhe way of rapid recovery. Third, GSAL was not seen as a short-
rerm vemedy, but was to address development <c¢ontraints that
impeded growth and exports {n the medium term, The form chosen
tor SA-~gquick-disbursing loans for i{mports--was an appropriate
. response to country clrcumstances, The scarcity of imported’
input had depressed capacity wutilization, SAL disbursements
wauld provide an immediate growth stimulus and allow time for
policy improvements to affect the growth of output and expurts.,

Since its inception rhe Bank has used a variety of loan and
credit techniques to meet {ts  objective, as stated 1in the
Articles of Agreement,; of helping '"the development of productive
facilities and resource'" of its member countries,. Mest loans
were tftor specific and clearly i{dentiftable projects. However,
the Board of Executive Directors has continued to stress
necessary to increase the effectiveness of Bank lending and
ensure and adequate and timely transfer ot resources in support
nf the development programs of member countries.

e e AR R P N R = o e = i o o

1/ Structural Adjustment Leuding: a First Review of Experience,
B World Bank Report No. 6409

2/ Operational Manual Statement No, 3.58, Annex II, November
- 1982 |
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Program lending was approved by the Executive Ditrecrors in

1946 1in a discussion on the Interpretation of the

‘Agreement, and the first three loans of the

reconstruction were, in fact, program loans. In determining what

‘constitutes a "special cireumstance," four differsnt

situation have been distinguished:

- Reconstruction or rehabilitacion of the economy after

war or severe natural calamity.

- A sudden fall in export earnings where the

is eritically dependent on a single export item.

- A s8harp deterioration of the terms of trade as a

result of a rapid rise In Iimport prices.

~ Cases fnvolving strucrural eontraints
undeructilization.,

Articles of
Bank for
tvpes of
a
economy
or - capacity

In 10680, a formal proposal for the introductlon of lending

tor structural adjustment was made to the Executive

The first words of this proposal established  the framework:

"The <changes in the international economy in recent

including the increase in the price of oil, continued

levels of Inflation and prolonged periods of low growth

Directors.

years;
high

in

the OECD countries, are posing increasingly acute problems

for many of the developing countries. The

_their economies has become more complex.
deteriorating terms of trade and growing current
deficits. - With 1increasingly severe resource
adjust

governments must consider how they can

management

They

development patcerns and economic structures Lo

substantially <c¢hanged international economic
1/ '

p— ——tm —— -

1/ "lLending for "Structural Adjustment" (R80-22,
1980), p.1l.

Fabruary

of

face
account
contraints
their

-the
environment ."

3,
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The proposal went on to suggest that SALs would have three
main distinguishing features:

-~ they would be a fundamental instrument tor the dialogue
berween the Bank and the country on various aspects of
development pollcy and on the nature and scope of change
to be supported; -

- they would provide finance over a number of years in
direct support of specific pelicy reformg; and

- rhey would quickly disburse foreign exchange to finance
imports not linked in advance to specific investment programs,

While at the time it was considered lmpossible to specifify
rhe components of any single structural adjustment program it was
noted that {t might involve one or more of the following:

- reassessment of the medium-~term investment program to
bring it in line with available resources and  to emphasize
investmenfrs which will yield quick results;

- diversification of exports by means of new incentives,
infrastructure and markering efforcs;

- reductions tn  levels of 1{mport protection to make
domestic industries more internationally competifive;

~ issues ' of domestic resource mobilization, price
incentives or the efficiency of resource use.

The paper mnoted that structural adjustment lending would
only be juscified if there were "a specifle program of structural
ad justment to be supported which has as its objective increased
effliclency of resource use and {mproved respansiveness of the
economy to changes in economic conditions.” To be successful,
this program would have to be politically, administratively and
economically feasible,

While loans for structural adjustment would usually cover a
12 to 18 month period, lending for structural adjustment "must be
conceived as an association with a borrower in a program of
structural change over three to five years which will requlre
financial gupport and technical collaboratian throughout this
period.” This, although it would be complementary ro assistance
from the Incernational Monetary Fund {(IMF), it would differ 1in
the coverage of policy instruments and in type, s¢ope, maturity
and the rime-frame in which the {mpact of policies for structural
change would take effect.
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Since SAL was flrst proposed, some questions were raised
concerniang: -

1. The preconditions for structural adjustment lendling.
2. The relationship between SALs and cthe Bank operations,
3. The share of SAL in the lending program.

4. The selection of countries eligible for SAL.

e . vt St

Preconditions for Structural Adjustment Lending

(a) A serious existing or anticipated deterioration 1{in the
balance of payments, due principally to factors not 1ikay to be
reversed easily or quickly, to the extent that the deficit would
not be sustainable in the medium cerm and hence developmental
objectives would have to be substantially.creduced;

(b) The willingness of the government to formulate a suitable
reform program including, possibly, changes in the balance
between import substitution and export promotion, changes In
policies ot institutions, and/or changes in the composition of
investment in favor of quick-yielding projects, '

ot o St e g o e

(a) . Traditional program lending would continue to be used to

remedy temporary crises for example for reconstruction after wars
or natural disasters or in cases where countries face a sudden
fall in export earnings or a sharp deterioracion in the terms of
trade. Srructural adjustment lending would foecus on major
ad justment problems requiring remedial actions in the medium
term,

(b) Structural adjustment programs would be supported by
changes Iin the desing of Bank projects as well as the composition
of the project lending program and the use of sector loans or

loans rthrough financial intermediaries. Structural adjustment
loans would be used when the scale or difficulty of the
adjustment program vequires medium-term maintenance of the

development effort while the program is implemented.

The 1informal gulideline that program lending might amount to
up to 10 pevcent of rotal lending commitments Ls no longer

applicable to adjustment lending. The Bank's managemenrt has
indicated that the wvolume of adjustment lending--defined as
including both structural adjustment lending and sector

adjustment lending--is expected to be {n the range of 20 to 23
percent ot total lending over the coming few vears.
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At the same time, also envisaged that developling countries
would obtain funds from a variety of sourcaes, These included
some or all of the fallowing: the regular channels of development
assistance, both bilateral and multilateral, use of IMF resources
and a restructuring of the Bank's own lendlng program.

Country Selectlon

The framework for the introduction of structursl adjustménc
lending was presentead in the World Bank's 1980
World Development Report. This report focussed on the challenge
facing some 80 oill-importing developing countries to adjust to
higher oil prices and sluggish world trade while minimizing their-
loss of growth. Much of the philosopy for structural adiustment
lending devived from the finding that in adjusting to the Ffirst
major oill price increase of 1973.74, many oil-imporcing countries
had coped well but the ones that coped best were:

- +those that reacted to the decline in their impore
capacity by a drive to expand exports (e.g. Singapore);

- those that malntained import growth by foreign borrowing
but used the borrowed funds.mainly te sustain high levels
of productive investment (e.g. Brazil and Korea);

- those that benefited from good harvests resulting from
improved agricultural practices and policies (e.g.
India); and oo

- those that had rising migrant remittances (e.g. Yemen
Arab Republic). :

It was argued that the adjustment process in the 1980's would
be more difficulc for many oill-importing developing countrles,
Including some of those singled out above, because:

- debt service obligations had built up during rhe 1970's
and there was less vroom ro squeeze Imports without
reducing growth;

- export potential was lower because of more conservative
development programs among the oil-éxporting countries
and a slowing of growth in the industrialized countries;
and : '

~ the prospects for official capital flows were less
favorable while any privare capital flows were llkely to
be more expensive. 1/

1/ World Bank, World Development Report, 1980, pp. 3-6.
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Thus, in 1980 the "universe'" of eligible SAL borrowers was
about 80 countries. In a report to rthe Executive Directors in
1981 it was stated that "The Bank has been willing ¢to consider
requests for a SAL i{n all cases {n which a government has
preseanted &8 program which adequately addresses the country's
adjustment problems, or which provides the bagis for formulating
such a program, and where the govermnment has been willing to
reach agreement with the Bank on a monictorable program of action.

Up to the end of FY86, twenty countries have received 38
SALs. A furthevr 25 S5AlLs are in the pipeline for FY87-88.

4. Some countries' experlence in the structural adjustment and
the World Bank lending Strategy.

It 1s difficult to give a uniform account of the recent
developments of an heterogeneous environment 1like the wlder
Southern-Eastern Med{terranean region, especlally regarding a
matter cn ramplav a¢ the egtruccural adjuarmene. Neverthelens an
account of some individual countries' experience in common araas,
like trade liberallzation and diversificacion, growth, debt
servicing potential and restructuring of public entreprise should
demonstrate that in the last four years progress, though not
uniform, has 'been subgtantlial, and in most cases it has been
accempanied by a fruitful dialeogue between the countries
concerned and the World Bank.

e . Sl b S s

The Bank has made 28 loans to Algeria tocaling US$1,881
million. After three early loans (two before Independence) there
was an {nterval of about nine years when the Bank had no on-going
projects in Algeria. Lending resumed in FY73, and by July 1980,
23 loans, totaling US%1,120.5 million were approved. Most of
these loans were in the education and I{nfrascructure sectors,
where Bank lending aimed at meeting and solving the demand for
skilled manpower. There were, in addition, two loans to industry
(one for industrial finance, and the gther for cement); two 1in
agriculture (for irrigation and meat production); and a technical
assistance lean for rural development. No new loans were made
from mid-1980 until December 1983 when a loan for a
relecommunications project was approved - by the Executive
Directors. In June 1984, the Executtive Directors approved the
Algiers Regional Water Supply Project, and in Jyune 1985 the First
Natilonal Water Supply and Sewerage Project.

At the eund of CY1986, our portfolio contained five active
projects --one transportation, one telecommunications and three
water supply projects (Alglers Sewage, Algiers Water, Oran and



Constantine Water)

Algeria's development prospects still significantly depend
on the growth and revenues of hydrocarbon exports, Other
elements which would play an important role 1in the country's
future performance are the level and sectoral distributions of
fixed investments and Improvements ln secroral efficiency,
parntoutacrly tn agriculLure. Iaua the lighec of the most tecent o011
price projections of $17.0 to $18.0 per barrel in current marker
prices between the years 1986 and 1990, the country would have to
continue fo make adjustments in order to maintain real CDP
growth, minimize ©per capita income declines, and avoid serious
deterioration in {ts balance of payments. Algeria needs ¢to
strengthen her competitiveness and Improve the efficiency of
import substltuting sectors. The Government has alvready taken
some measures to decentralize and restructure parastatal
entreprises and improve finagncial incentives for increased
productivity and efficiency. Further measures are under
preparation to promote Tresource mobllization and to improve
management of available resources by means of increased tariffs,
lower subsidies, reduced transfers to public entreprises, and
reform of the banking sector. This latter step would give more
autonomy and vresponsibility to banks for mobilization of
resources, investment decisicns, and risk evaluatian. Intevest.
_tates are also planned Lo be 1ncreased to positlve levels in real
termg in the future.

Another <challenge facing Algeria is making the best use of
its abundant human resources. The population growth rate {is
expected to increase further in the years ahead from 3.2% p.a. to
3J.4%. The country's population growth thus is a potential source
of aconomic and demographic istability. It establishes a lower
limir for the rate of acceptable GDP growth as well as carrying
powerful scructural and interregional implications, The wurban
population continues to increase along the coastal strip furcher
amplifying the interregional development gap.

Export diversification of country's exports Is anothevr long-
term goal. There has been a gradual but marked change 1in the
perception of foreign trade. Traditionally Algeria followed a
striet {mport substitutlom policy where imports were seen as a
"temporary' solution to the unavailability of local substitutes
and exports as a "residual'" after the satisfaction of total
domestic demand. in the light of existing extermal debt and the
decrease in the avallabtlity of foreign exchange, the country's
future ftorelgn trade strategy s expected to change. The
expansion of import substitution sectors should slow down and the
development of new export sectors aslide from hydrocarbons should
gain pace, as the country seeks a more active export policy. The
exchange rate policy which the country pursues in the near future
will be a crucial factor Iin the success of the new trade policy.
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In the medium-term, the debt burdan of the country SHOuld
remain manageable "provided <cthat future oil prices do not
collapse, current economic policlies are - successfully
implemented, and Algeria continues to receive support from
international and commerclal sources. Algeria will atrempt to
stabilize 1ts long~term debt at about US$14 billlon over the
next five years [(n order to maintain a manageable debt_service

rario, non exceeding 50%. The external debt In 1986 amounted to
about 21.4% of GDP, and 150.3% of exports of goods and services
and workers'  remittances, The latter index 1s expected to

decline and scabillize at 100% after 1987.

Egypt

As of December 31, 1986, the World Bank Group had approved
47 loans and 29 credits to Egypt. Total commitments as of that
date amounted £o $3800 million, of which $2300 million had been
disbursed., Abour 35% finances projects in the industrial sector,

while 21% supports agriculture, 17% transpore and
‘relecommunications, 16% power and energy, and 11% the social
sectors (including education, population, wurban development and

watetr supply and sewerage).

IFC's equlty participations and lending commitments for
projects in Egypt as of December 31, 1986, totalled about $116
millian. Most of the Corporation's activities have been lending
operations. The most important projects financed are a project
for an agricultural complex primarily for sugar beet, a buildlng
macterials project In Suez, and a reinforeing bar project at El
Dikheila. IFC has provided technical assistance in the design of .
incenclves to private sector investments and in the development
of the capiral market. IFC is considering several other private
sector and joint venture projects.

.The strategy underlying Bank activities in Egypt during the
1970's and early 1980's aimed at rehabilitacring damaged capacity,
improving maintenance.practice, eliminating critical deficiencies
and bottlenecks to development, and helping the secting up and
strengthening of institutions, To achieve these goals, the Bank
supported development in a wide spectrum of sectors and served
not only as provider of direct flnancing but also as a catalyst
for bilateral and multilateral aid by organizing a Consultative
Group for Egypt.

In support of this strategy, the Bank helped the Covernment
rehabilitate and enlarge the Suez Canal, and assisted 1in
maintaining the productive capacity of the agriculture sector,
mainly rhrouhg a series of projects to install draingage systems
in the Nile Delta and Upper Egypt. Bottlenecks in the
rransportation sector (particularly porcs) and in the power



sector were also addressed with Bank tinancing. Artention was
also given to the proviston of productive {nputs, with special
emphasis on imported materials and energy. Deficiencies in cthe
areas of cement production, taxttiles, agricultural producrivity
and skilled manpower were eased through projects in the
respecltve subsectors. Private sector actlvities were fostered
through five DFC operations aimed at agsisting small and medium-—
scale Industry and through two loans for agroindustrisg. Motre
recently, export promotlon has received increasing support. Most
projects included important technical assistance components aimed
at strengthening the - implementing agencies and other sector

institutions., . The Egypttian Public Autherlty for Drainage
Projects (EPADP), the Egyptian Electricity Authority, the
Development Ipdustrial Bank, the Suez Canal Authority and the

newly c¢reated Export Development Bank are good examples aof
instirution-building efforts supported by the Bank in Egypt.
During the past five years, the Bank's economic and sector work
has concentrated on structured tssues, such as crade strategy and
investment planning, publie sector entreprise reform, etc.

The Bank's current strategy is designed tq assist the
Government to restore macroeconomic halance through increases in
productivity and improvements 1in {nvestment allocatian, respurce
mobilizacian, export activities and employment policies. 1In this
context, sector adjustment loans for the agricultural, industrial
and energy sectors are under preparation with rhe objective of
realizing the produccivity potential which exists in the economy.

In addition, projects to overcome c¢ricical supply bottlenscks,
increase and diversify exports, and foster economic Iimport
substitution would be supporcted. For the longevr term, as the
stabilization measures become effective and the investment

outlopok {improves, further asslstance would be programmed for.
expanding capacity in the productive sectors, Such lending would
also support small-and-medium Iindustries in the private sector,
The Bank's past experlence 1in these sectors ls being complemented
by substantial economigc and sector work to provide effective
support to the Government in its economic reform measures.

The Covernment has already adopted a series of policy
measures which represent {imporrtant pvogress that need to be
continued and 1intensified. In particular the Government has
increasingly concentrated public expenditures on the productive
sectors. It implemented a public sector industrial
reorganizatlion designed to decentralize decision-making. it has
progressively freed pricing from elaborate controls, although
there is still a long way to go. The Government has recently
removed forced procurement of many agricultural crops at fixed
prices. It initiated an enetvgy-conservation program to limic the
growth of demand for energy products and has also offered foreign
o0il companies increasingly flexible and generous terms to
ancourage more exploration of oil and gas. Ir s now conslidering
other reforms to be implemented in the areas just mentioned.
In particular, the public investment program will concentrate on




completing on-going projects, vehabilitation and malncenance of
exiscing capacitcy, and only limited new investments. There i3 an
‘tncreased emphasis on agriculture, energy and industry at the
expense of transpore, communication, storage and public
utilities, which experienced large expansion in the previous five
years.

Continued dlalogue ls proceeding on macroeconomic and sector
policy issues, including energy pricing, agricultural incentives,
trade policy and fiscal disequilibria among others. The dialogue
should lead to agreement on some important policy actions thart
curvently preclude Bank cooperation {n energy and relaced
activities that would be priority candidare for assistance. In
this regard, closgse collaboration is being matntained with the
IMF. The Government of Egypt has just agreed with the IMF on a
stand-by program, Efforts are also being made to enlist
addirional bilateral assistance to finance part of the economic
veform program and help narrow Egypt's resource gap.

Morocco

Bank Group lending fto Morocco, 1in support of 70 projects,
has totalled US$3,013.4 million. Us$2,534.3 million are
ceurrently outstanding, of which US$1,433.35 million are disbursed.
Abour 33% finances projects in the 1ndustrial sector, while 28%
supporrs the social sectors (ineluding education, population,
urban development, water supply and sewerage), 22% is in favor of
agriculture, 11% transport and telecommunication, 6% power and
enargy. '

These figures 1ineclude IDA «ecredlits, totalling US$45.2
million, which were made available for five projects uncil 1975,
Total I1FC {nvestments amount to YS$94.5 million in 12 eperations
(US$90.4 million after cancellations, terminations, vrvepaymencs
and sales).

The overall objectives of the Government's medium-term
strategy are to restore suystainable growth rates and reduce the
debt burden to manageable levels. The Bank's assistance strategy
15 to support Government programs which contain concrete measures
to: (1) mobi{lize resources, particularly increase public savings;
(ii) improve mechanisms for the efficient allocation, mounitoring
and use of public resources; (l{i{) promote exporcs and etficient
Import substitution; (iv) enhance equity in the discribution of
economic gains, Such support implies promoting tlexible
institutional structure, enhancing the . decentralizarion of
decision-making, and creating enviroument which stimulates
private sector Lnvestment and production. The principal vehicles
for supporting Government programs to promote stabllization and
structural adjustment {n cthe major economic sectors will be
sectoral pollicy operations, They will form a large part of the




Bank's assistance program. Glven the resource constraints
imposed by fiscal stabtlization, .avestment proposals relying on
the Government budget need to be carefully scrutinized. There
ts, however, scope for (L) formulating investments which redress
Imbalances {n 1income distributlon and in the access of the
populariaon to public sevrvices, and (ii) financing the resource
needs of private sector entreprises and export industries which
are being restructured Bo to opevate efficiently within the new
trade regime. Viable operations financing essential maintenance
requived to sustain essential service levels are also included in
the strategy. Project lending will thus continue, at Jlevels
similar ro those characterizing the past three years of the
program. The Bank's economic¢ and sector work program has been
designed. to provide the analytical basis for the structural
reform programs in each of the major sectors, and for subsequent

Bank lending in each. The results of the Bank's general macro-
economic work, shared with members of the Consultative Group of
Morocco In Matreh 1987, is being supplemented by special studies

on resource mobilization, on the employment situarion and the
impact of the overall structural adjuscment program on eaconomic
activity and on the poor, Together with the IMF, the Bank
intends to evolve a medium=~-term framework for fiscal policies
aimed atr a broadening of the rax base and a rationallization of
public expenditures. A recurrent element of the macro-economic
dialogue is the evolutlon of a program to streamline and
integrate 1investment planning and budgeting, with emphasis on
appropriate regource allocation and project selection. Sectoral
studies in the Energy, Urban, Population, Health and Nutrition
sectors are expected to provide the basis for future operations
in these areas.

At the sectoral level, World Bank lending has focussed on
four maln areas: Agriculture, Education, Public Entreprises and

Financial, Industrial and Trade regimes. The first three sectors
are being restructured along principles of efficiency and cost
effectiveness., World Bank lending has also supported directly

the Financial, Industrial and Trade reforms that accompany the
restructuring effort.

Tunisgia

e e e . ot e

Since 1962, the Bank has committed to Tumisia seventy-two
loans and ten IDA credits amounting respectively rto US$1,625.5
millien and US$75.2 millien of whieh forty~five loans and
credits have been fully disbursed. As of September 30, 1986 IFC
net commitments Inp Tunisia totalled about US$ 18.5 million.
Project implementation is generally satisfactory. 1In a number of
sectors, important policy ¢hanges and instirtutional improvements
have been achieved, and autonomous agencies have been created ov
strengthened to ensure the affi{cient management of the related
sectors or sub-sectors.
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The Bank's lending strategy in Tunisia alms at supporting
rhe country's transitfon from a situaticeon of reliance on
petroleum expores to a sectorally-balanced post hydrocarbon era
through appropriate changes in aconomic policles and programs,
while taking measures Lo increase employment and target
development to low income groups. In.suppoert of the above, cthe
overall objective of Bank lending is to emphasize projects which
have a4 direct and rapid impact on production, employment and
exports (or Lmport savings) and which minlmize Government net
contributions. The focus of lending for agriculture and industry
meets this objective. In addicion to the above, proposed Bank
lending would focus on {mprovement. of public enterprise
performance, <c¢conservation and developmant of energy resources,
and continued support to the social sectors and operations
targeted to low income groups. For the latter, attantion would
ba given ro increased efficiency and cost-effectiveness of
Institurions and investments, and to linkages with directly
productive sectors (e.g., education reforms stressing vocational
training).

Past Bank lending emphasized support for long-term
investments in infrastructure and social development, with
increasing support in recent years for agriculture and industrial
finaneing. Bank/IDA commitments to date are distributed as
follows: urban, water supply and sewerage, 23%; agriculture, 29%;
industry, 20%; transport, 13%; energy, 9%; education, &%y and
health and technical assistance, 1% each. Within the broad

framework noted in the previous paragraph, in our future lending,
we expect a continuation of policy-based lending and tradicional
project lending 1In priority areas, for example, in the next
couple of years, highway maintenance and forestry and credit
lines to small-scale industries and agriculture.

The dialogue between the Government of Tunisa and the Bank
on industrial development 1s of long standing and has kept
evolving over time. Through 1ts first loans to industry, the
Bank aimed ar, providing general support to industrial
development; later on, 1t aimed at promoting industrial exports
and labor=-intensive industries, and financing high prioricy
industries (e.g. electrical and mechanical industries (EMI) and
small-scale induscries (SSI) in support of thelr priorlty in the
Gouvernment's strategy. Bank support to industrial development in
Tunisia has consisted mostly of lines of creditr to rthe Economic
Development Bank of Tunisla (BDET) mostly oviented to flnancing
manufacturing industries.

In addition to the lines of credit provided to BDET, four
loans were made directly to industrial entreprises in Tunisia:
the first was in 1974 to the Gafsa phosphate mining company LO
introduce advanced mining technology. It was followed in 1984 by
a technical assistance loan for the mining sector and by a loan
to SOGITEX in 1981, aimed at rehabilitaring the textile industry.
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Finally, a foundry project was approved in 1983 to modernize and
expand a large foundry, which should help lmprove the integration
of the EMI sector in Tunisia. In 1982 the Bank made a loan tao
the Government which included a component to develop and promote
new industrial projects,

The Bank's economic¢ and sector work while in the past mainly
deveted to rhe study of major structural problems, Is now focused
on implementing the policy recommendations of these studies
through sector lending in agriculture, industry and trade, public
entreprises and transport; it will therefore concentrate on the
tallowing main tasks: (a) preparation and monitoring of the
macro-economic framework of the VIIth Plan, which provides the
policy base for structural adjustment and sector lending; (b)
review of public expenditures under the VIIth Plan to provide
guidance for <the necessary reductions in budget outlays and a
basts for support through structural adjustment lending; (c¢)
assessment of public entreprise reforms prepared by the Government
to reduce thelr drain on the state budget; and (d) monitoring of
the agreed macro-economic and sector policy changes. The program
also includes studies on education administration and finance,
municipal finance and development, energy pricing, and the impact
of the adjustment program on various income groups.

Turkey was the first to start hevr structural adjustment and
can, so far, claim the most wide ranging success. Turkey's
adjustment program, adopted in 1980, had two principal goals:
rastove creditworthiness through improved export performance, and
place greater reliance on market forces by loosening government
controls on the economy. In support of these aims the exchange
rate was devalued, taviffs ratlonalized and generally reduced,
incentive were provided to exporters, and many state gntreprises
were returned to cenditions of probabilicy, The Government
reduced overall fiscal deficits and substantlally improved the
quality of the. public investment program. Results have besan
outstanding. GDP grew by 5% p.a. between 1982 and 1985 compared
with growth of less than 1% in 1979-1981. Balance of payment
deficits have been substantially reduced, largely through an
unprecedented export parformance, Export volumes (of goods and
non-factor services) have grown by almost 30% p.a. since 1981.
Despite a high domestic inflation, effective and timely exchange
rate management - has kept exports competitive. Turkey has
substantially reduced its debt burden. The debt to exports ratio
decllned from 2.5 in 1980 to 1.7 in 1984 and the debt service
ratio has remalned constant at i@?ﬁ?ﬁimatEIY 25% of exports since
1980. The recent decline (n ofd prices wtll allow further
improvements to the balance of pafmentrs, although Turkey's new
challenge will be to diversify exports to markets other thanmn the
Middle East. The process of adjustment has certainly not come to
an end and Turkey is now tackling the veform of its financilal
sector. :
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Through December 31, 1986 the Bank and IDA had lent
US$7,3989.5 million 1/ to Turkey, through 95 projects.
Agriculture accounted for 2! percent of the funds lent, industry
and DFCs for 23 percent, power for 19 percent, structural
adjustment and program loans for 23 opercent and urban
development, transportation, education, tourism and technical
assigtance for the remaining 14 percent.

Bank lending is aimed at supporcing Turkey's medium-term
objectives of restructuring the economy by increasing competition
in cthe domestic markets and adopting a more outward-oriented
stratagy. The main vehicle Ffor the. Bank's operational
discussions with the Government has been the SAL program, which
was completed in June 1984, and more recently the sectoral
adjustment lending program. The emphasis of Bank lending in the
post-S5AL period will continue to be on striking an appropriate
balance between sector adjustment lending designed in part to be
quick disbursing and supportive of policy reforms in cthe major

sectors and project lending. A first sector adjustment loan for
agriculture was approved in June 1985. A financial gsector
adjustment loan approved in June 1986 was the second of the
series. Further sector adjustment leans for the major sectors

are planned over the next few years for energy and transport, and
ftt 1s expected that there would be follow-up loans in agriculture
and the financial sector.

Project lending, which would continue to make up the
majority of Bank lending, would be designed to support and
strengthen the adJustment process. Some project lending would be
earmarked for the construction or rehsbilitation of key projects
in the energy sector, Other projects would be guided by the
ma jor policy objectives of the Government, which include
generation of foreign exchange (including improving productivity
in export industries and providing essential infrastructure for
exports), improvement of institutional efficiency and reduction
of the social costs of adjustment (including provision of social
infrastructure and employment generation, with some emphasis on
the least developed provinces).

IFC has invested in textiles, pulp and paper, glass,
aluminum, cement, iron and stee! products, food processing and
tourism., It has also invested in the Industrial Development Bank
of Turkey (TSKB) and provided guarantees for overseas contracting
firms. in addition, IFC is currently providing technical
assistance to the Government with respect to the development of
the capital market and a regulatory framework for leasing,

1/ Net of cancellations and including commitments signed but not
yet effective as of December 31, 1986,

Ly
|
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5. Conclusion

The wvast majority of the South and East Mediterranean
countries have embarked in difficult and ambitious reform
programs. The progress accomplished so far should already be a
cause for optimism as regard to a timely Implementation of the
further . necessary sSteps. However, . even in presance of a great
commitment by the goverauments of the borrowing <countries, the
reform process will be succesful only {if rhe international
environment remains favorable. The possgsible laeck of <this
prersquisire ie ranes far graeat 2onecarn. The low growth zate of
QECD countries, the still high level of real interest rates, the
imbalances in the budget policles of the major industrialized
countries, the vresurgence of protectlonst pressures are all
symptoms that, in conjuction with a decline in the flow of
private financial flows, are making the return of developling
countries to growth much more difficult and the restovration of
their creditworthiness often impossible. 4 ragliscic assessment
of - the available alternatives in such a situatlon will imply a
larger role for the international financlal institutions, role to
which the World Bank is often called by all the member
Governments.,

So far such a process has taken place without increasing the
Bank's resources orvr explicitly widening its mandate. The World
Bank feor {ts part is rapldly reaching a limit where neither a
further expansion of the lendiag program nor other changes (n irts
composition will be possible. Its shareholders, 1in order to
aveid such a contradiction between means and desires, should
proceed to a review of its mandate and to a timely decision
concarning the General Capital Increase.

The reforms that we have been discussing will insure growth
and stability in the medium-term, but are not painless 1in the
short-run. The broad- ranging nature of the adjustment process
will cause unavoidable imbalances, and decisions concerning the
relactive speed of the various policy actions have to be <taken.
Since there is no agreed theory suggesting which is the proper
succession of structural reforms, the wultimate Judgement
assessing the resilience of the societies affected by these
rraumatic changes has to be mainly a political one.

Agreement in the area of feasibiliity constitutes the deci-
sive test of whether the dlialogue between the country concerned
and the World Bank has really been succesful. Governments should
carefully asgsess what rheir societies can bear so as not to undu=-
ly delay the needed reforms, International Financial lonstitu-
tions on their side are aware that poalicy advice {s rarely wrong
in its prescriptions, but it {s often mistaken in f(ts judgement
of «cthe social, instictutional, and political constraints that
ultimately determine its feasiblility and its timing.



' Readiness to act following a policy advice that is formulaced
‘with humility, constitutes the essential ingredient of a succaesfuyl

~dlalogue between the governments of the borrowing countries and the
World Bank. ’
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External Debt For Five Selected Mediterraneanm Countries

{US$ millions)

Egypt Algeria Morocco Tunisia Turkey

1970 1985 1970 1985 1970 1985 1970 1985 1970 1985
2664 21615 1471 18365 958 14998 864 7047 2721 23379
2029 17564 853 3832 807 10154 644 5267 2532 . 15900
635 4051 618 1453 151 4844 220 1780 189 %79
354 2249 44 4584 61 1034 65 677 17 3502
186 727 16 172 42 554 23 361 133 1701
168" 1522 28 3812 19 480 42 316 38 1801
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1.1 131 148 8.1 31.2 10.8  47.4 14,5 37.1 6.7
2.3 2.8 30.0 36.3 0.0 16.6 29.1

Scurce: World Debt Téhles, The Worid Bank, 1986-87 edition
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Introduction

Professor Draghi's interesting paper serves majinly two very useful
purposes 1 1) to highlight the problema that Turkey as well as the
Maghreb-Meshrack countries &re now facing; 2) to further our
understanding of the lending activity of the IBRD i{n the same
economies. In my commentary to Professor Draghi's paper I would
1ike first to explore further tha so-called Policy Based Llending

and 2nd to racall the main aspects of the EIB landing activity in

a1

2.2

the Maghreb-Maghrack countries which is basad entirely on project
financing, both for practical as well as political reasons that I
do need to enter in thia occasion, though tha main practical
reasone will become clear, I hope, at the end of what I shall have
to say on Policy Based Lending.

cv Beged Lendin

Genersl

Following the initial atructural adjustment loans (tha so-called
fully flagged SALs), tackling country wide economic issues which
{nvolve the manipulation of major macro-sconomic aggregatas{l),
policy based lending is, 4n recent times, incressingly dealing
with asctoral 4{ssues.

The nain objective of policy-based lending, aiming at introducing
structural raforma at sootoy level, i» that of removing
constraints preventing the fres play of market forcas.

Structural sdjustmant interventions may therafore tackle detail
sectoral issuss such as pricas, tariffs, subsidies ete., bdut
reforme in the legal, instituytional and regulatory aspects of a
spacific market have slso been increasingly included in the set of
conditionalities charactarizing a policy-based loan.

The letter aspacts are acquiring increasing importanca, and
requira staff, on the part of developmant institutions adopting

policy based interventions, with specific akilla and experience
Jifficult te find, :

The gongeptual founggt;ogl

Why haa tha free play of market forces acquired, in recent tiums,
such & fundamental importance in development aid adoinistration 7

(1)

In this araa thaera is 3 considerable overlap of compatence batwesen IBRD
and IM?, not always clesrly resolved.




2.

Resaarch in development economics has, since the early 70s, shown
ovidanra that in 1IN markere An wark. Tarmare and manufortiurare
do raspond to market fluctuatfions and to more fundamental markst
changes(2).

R But, at the time of independence sconomists and aid administrators
held the balisve that markets do not function in an LDC context.
Tha magnitude of the incoma differences between developed and
developing countries 1led moast development aconomiots to ths
conclusion that conventional economics somshov failed to apply to
developing countrias, It gecoed salf evident that markets had not
functioned sfficiantly, given the extreme poverty and slov growth
in most LDCs. Planning at macro level (often 4n a data vacuum)
seemed tharafore to be a bettar allocativa aystem. 1/0 matrices
were daveloped, and growth modals were widely usad to dynamice the
1/0 matrices for allocative and prediction purposes, The
Harrod-Domar modal, which extendad the Xeynesian amphasis on
investment to include its capacity increasing effects, vas the
principal theoratical underpinning of most davelopmant plana.

In parallel, it was widely believed that a major causa of
under-developmant was tha laval of under-capitalisation mest .LDCs
suffered from. The phenomenal success of the Marshall Plan in the
late 1940s and 19508 led many to believe that similar transferz of
capital and technology to LDCa, would psrmit thelr comparebly
spactacular transformation. This led to large investmant plans,
centrad upon the constryction of infrastructural facilities and
111 adapted industrial plants, erequiring administrative and
tachnical gkills, maintenance policies and 8 level of recurrent
expenditure that often was not available locally.

. Tha lev ERR of such projects, the burden on the local
edninistration and the large demand they mada on govarnsant
resources (no aid has aver bean available for recurrent
axpenditure) were for long time scross subsidised by the "leading
sectors" (mainly export-orientad rav matarial producing activity).
Morsovar, up to the mid 1970s, when LDCs managed to maintain, by
and large, sustainable balance of paymants positions, {11 adapted
economic peliciss aimed at asustaining a high standard of living in
urban arsas, at the expenses of the rural primary producara,
drastically altered the tarms of trade betvean "town and country".
Marketing boards, controlling the purchase of expert and food
agricultural products, often set producers prices at & far too low
levels for valusble aexport products. For a long time rav materisl
exports provided large foreign exchange earnings wvhich frequently

(2) Bat : A.0. Krueger - PFactor endowmants and par capita incoms
differances among countries, Economic Journal Vol. 78, Sep. 19685 A.
Hirachman = Riam and doecline 4n development economios {(ed.) in M,
Gersovitz - Tha thenry and experience of Economic development, London
G. Allen and Unwin 1982,




vere amployed for prestigious projects, and for financing the
complex natwork of patronage most governments depend upon.
Farmers, often, through lack of d{ncentives, went back to
subaistence level or smuggled products to neighdouring countriss
where higher prices wers avallable. Similarly, in the industrial
gactor, overvalued exchange rates and widespread totective
measures provided large financial gains to unviadle (at world
prices) import asubstitution projects which are now, 4in the
restructuring phase, bacoming uneconomic and are often clesed down
(the process of de-industrialisstion now experienced by many
LDCa). When. with the fal) af raw materiol pricoe in she sacead
half of the 70a(3) the surpluses gonoratad by the leading sectors
digsappeared, LDCs attamptad to finance thair level of axpanditure
borrowing abroad with results that are all vell known.

. LDCs therefors found thomselves, in the late 70s, with large
external commitments, on the one hand, and 4investzents, on the
other, that wvere {ll-adapted to the local £actors aendowment.
Countries begun to accumulate arrears on their commarcial debt
repayments, and debt rescheduling becams a widespread procedurs.

.e 2.3 The revised views op development begin to influence donors
pelicies

. Debt reacheduling, however, increasingly becams conditionsl to
policy reforms inspired by the new development thinking. The
IBRD, the IMF and the Club of Paris begun to require bdasic

sconomie weebructuving lavelviug OGuverumsnt comnmliuents o
policies founded on drasticslly revised 4ideas concerning the
effectivenass of markets as an allocative machanism .and the
responsivaness of individusls to economic incentives. One . could
aay that by tha late 70s research results and empirical evidance
ghoving the importance of incentives and markat forces in LICs,
had filtered down at oparational 1level, end begun te influence
donors behaviour., - The c¢hallenge to tha prevailing conventional
wisdom principally cams from evidence about the effectivensss of
incentives when a numbaer of countries, in particular in South Rast
Asig, moved away from import subastitution etrategies and directed
their manufactucring sectors towards export-oriaented activity. The
fenomenal supply response that resulted seriocusly challengad the

prevailing i{deas basad on the ill funrtisning Af marketo and the
weak suppty elasticity to aconomic incentives. In addition the

examples provided by the success of export-orisnted policies,

(3) The short lived boom §n raw material prices in the mid 70s exacerbated
the disequilibria. Many countries believed the high raw materiasl
prices would continue and launched ambitious investmsnt programmes that
could not be fundad and required painful adjuatments.




finally buried the infant dndustry argument{4) that, for long
time, together with the "supply vesponsse pessimiym" led policy
makets to balieve that LDCs would have to foster import
substitution if they wantad to develop.

. Moreover, a numder of detailad studies in the 19705 based both on
cross-saction analysis and analysis of individual countries(§),
showed that exports weérs indeed reaponsive to incentives, and that
their fallure to grow over time was due more to normgl eupply
responsas amanating from overvaluad exchange rates and strong
inducemsnt to pull rescurces into import substitution {ndustriess,
than to any structural rigidity.

. In this new contaxt, whare the eccnomic viability of large
infrastructural projects and import asubatitution manufacturing
plants (which constituted for many yeers thes "braad and butter" of
development agencies activity) aze under searious queationing,
bilateral and multilateral donors had to (and soms still have to)
rethink their strategy of intervention. The emphasis 1s not any
longar on creating new capital formation, dut on attempting to
improve the gensersl macro-sconomic context, Physical {nvestment
are limited to the rehabilitation snd the maintsnance of existing
assets. Working capital, raw materisls and spare parts are now
important slamants in the composition of a rehabilitation project.
Moraovar, whanavar an inatitution starts to implement resl policy
reforms {nterventions, the divorce betwgen material investmants
and loans becomes complete and ths adjustnents, in tarms of basic
operational and statutory principles, that an i{nstitution has to
undergo, ars very 4important. In banking terms, policy raform
intervantions do not craata any new capital. The counterpart
arsat of the loan {8 a commitment taken by a Governmsnt dapartmant
to a set of well identified reforms; a far cery from tangibla,
material asseta that bankers like ¢o have &# their last-resor:
collatersl.

2.4 Example : The finangis) pector

' Policy reform based intarvantions in tha financial sactor, for in-
stanca, aim at westablishing positive real intereat rvates to
mobilise savings, The rasults ia that domestic intarast rates are
reaching unpracedentad levels. Development agenciss have becoms
congcious of the importance of positive rsal intarast rates, but
the large spraads tesulting from the difference between local
intareat rates and those of aid funds need caraful handling, Tha

(4)

(5)

R. Prebisch - The economic developmant of Latin Amarica and its
principal problems, NY, UN Dapartment of Boon. Affair 1952.

S8ae 1 M. Syrquin, L. Taylor and L. Westphal - Economic Structurs and
Parformance ¢ Rssays in Honor of H.B. Chenery, New York Acadamic Press,
1984,



2.3

sclution is to give the spread to whoever takes the forex risk, as
a8 revard for its likely losses arising from future devaluations.

In the same conceptual framawork, policy based interventions in
the financial sectors no longer privilege the local Davelopment
Finance Corporations (DFCs). Aid funds are lodged in & central
bank's account, accessible to & number of approved local financial

cAntermudisriey. DPCy wrv therefore put In dlrect campeutitlon with

vtlier fluanclal lnstitutions. This "Apen" type interventien
amphasicas tha importanca of establishing some compatition amangst
financial institutions.

More in particular, a policy-based intervention in the financial
sector should start of by asking the question "Is the present
financial system an afficient intermediary for channalling savings
and external capital flows to the productive sactor?” rather than
"Tg there a tolerably afficiant DFC with which ones can do
business?". A typical financial sector adjustment operations,
after having tackled the most obvious aspect such as the interest
rate gtructure, would leock at the datailed regulatory aspscte of
the financial market as a whola. Aspects such as @ tax on
interest income, the functioning of the capital markets, the
existence and functioning of non banking financial inetitutions,
banking suparvision, regulation and auditing, brosdening the range
of savinge ' instruments etc., would bde carefully setudied and
reforms would be suggested. In this context, the role of the DFCs
is serioualy questioned. Indeed, although opinions are certainly
not unanimous, many pecple are of the view that singling out an
institution (the DFC) for spacial treatment introduces market
distortions. Hence, {n tha Apex loan approach, the DFC {s in
compatition for funds with a number of approved donestic
commercial banks.

Bxsmple ! The industrisl gactor

Policy based operations in the industrial sector are equally
goared to improve the environment in whish industry oparates by

' enguring exposure to market forces. Taking some recent examples

in the Maghreb, particularly in Tunisia and Morocco, the policy
reforms promoted by the interventions aimed at 3 objectives :

a. Improve international compatitiveness : in this field the
main reaforms were centred around the neutralisstion of antd
export forces 4n the economy. A veduction of effactive
protection, an elimination of quantitative restrictions and
the narrowing of the range of tariffs applied to imports are
an important arves of reforms., A characteristic of these
loans however s tha great datailz in  which the
sdmlnlatrative, the ergsnisaticnal end the inatitutional
aspects of a sector ars asnalysed and reforms promcted. For
instance in the recent Maghred operations, the functioning of
the custom office, the role of the major trading houses and
their effectivaness as intermediaries, together with aspects
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concerning trade insurance and availability of expert credit
were objects of raform recommendations. -

b. Improve tha local fmarket structure ¢+ similarly, the
conditionalities attached to the policy-based loans conegrned
reforms {n a number of basic market institutionsl and legal
features with important aeconomic consequences., Competition
depends on easy entry and exit inte markets., Therefcre
reforms in the licencing and tankrupey laws hava been put
forward. The freeadom of producers to set the prices for
their own products is a fundamaental feature of a competitive
market. Price liberalisation reforms have therefors besan
introduced in the loan conditionalities. Likewisa tha
corporate tax regima, the aystem of tax incentives and the
{nvestment tax sllowances schemes have also been the object
of reforms and conditionality,

¢. Factors market policy {(labour capitel technology): in this
field great attention iz paid to labour laws (mobility,
minimum wage) with tha viev to improving the flexibility of
labour markets. Dacentralisation of wage sstting, training
schemes and improvement in ths collsctive bargaining
mechaniams ara object of conditionality and reforms. As far
as capital is concerned conditionality and reforms cover
banking supervision, auditing of the banking asystem by the
Central Bank, the development of internal capital markets,
liberalisation of cradit, deepening the financial sector
(bulk of the savings to go through the banking system) and
tax regime on 4nterests earnings. Technology transfer and
acquisition is clozely linked with joint ventures. Thus the
reform pays great attention to the foreign {nvestment code as
an instrument to attract external capital and expertise into
the country. '

of Pe ~bgsed Lend

2.6 Policy-based lending has two aspects : (a) the policy reform

supported by the intervention (b) the wutilisation of the funds.
Point (a) should by far be the most important; funds utilisation
should be almost immaterial : as indicated before, the "asset"
counterpart to a policy basad operation is rather immaterial. In
most policy-based landings, funds could ba utilised to f£inance
ratroactively imports, subject to a negative list excluding
luxury, military equipment and partly oil, Consequently, the
funds for a policy-based operstion in agriculturs may very wall be
utilised to import mining equipment. Greater emphasis should be
put on the speed of disbursement than on utiligation.
Intsrnaticnal competitive bidding proceduras should be kept to &
minimum., Similarly, the utifisstion of the counterpart funds in
local currency ahculd not be subject to any reatriction.
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2.7

2.8

7.

The major objective of policy-based lending (L.e. the creation of
a poliey framework conducive to the free play of market forces)
can not be achleved overnight. Policy-based interventions,
therefore, are naver saan as 'once and for all operatiaons". They
have to be looked 1in the framework of an ongoing rvelationship
batween the lending agency and the country concerned. It may be
that the firat policy-based oparation may not tackle the most
urgent problems, but it is nevertheless carried out becsuss it may
serve as a useful opening to test Government commitment and train
the gdministration to the new technique. This may evantually lesd
to 2 mors positive attitude on the part of Government towards this
type of intervention, which may eventually help tackle mora
difficult problems, Cases exist in which policy baesed
interventions weare gsolicitad by Governments Lkean to 4{ntroduce
policy chances with outsids concaptual and matsrial support.

It is known that the disbursements of policy-based loans are
phased. Tranches are released against performance targestas,
usually fairly loosely interprated. The sise of such operstions
variss, hut thoy ahould {n principle be made dig snough to carry
sufficient bargaining powar. Some peopls belisve that a closer
assoclation batwean the area of policy reform (for dinstance
industry) and the uti{lisation of funds (industrial imports only)
woyuld increase the bargaining power carvisd by the cperation. The
spead of disdbursement e¢ould prevail on an attampt to introduce a
more obvious associstion betwesn funds' ytilisation and arsas of
policy reform.

Policy-bgaed lend and Co nein

2-9

Ara policy-bssed lending operations suitable for cofinancing? So
far cofinancing has taken placa bilaterals in the context of the
special African facility, vith the ADBE and Japan. In the former
case the bilateral participation to the conception of the
operation varied. It has ranged {from no contribution at all, to
the participation of one or two staZf membera of tha bilateral
concerned to the preparstion and appraisal phases. Considering
the number of gtaff involved in such an operation, one or tweo
rapresentatives of the co-lending had only & marginal impact. 1In

- goms cases co-landers made some efforts towards wsingling out

2.10

particular areas of eonditionality and/er fund disbursemant and
take direct responsibility for implementation. Co=financing with
the ADE s at ita inception and proceduraa are not known to me.
The rapport of forcas is hovever similar to that betweepn the IBRD
and the bilaterals, and in practice it is unlikely that the ADB
eould maka a significant impact on the conceptual aide of the
opsration, although afforts by tha ADB to ¢srmarking special sraas
of conditionality seem to hava baen made.

Amesg the donor community s wide spread agreament with the IBRD'y
philosophy bshind the selsctad conditionality exists. In the
futura oco-lenders aze likely to follow similar policies:



participate in the conception phase and/or ecarmark for their own
more direct responsibility an area of conditionality and/or
disbursement, but 4t is wunlikely that anybody could go much
further than that, as a co-lenders tendency towards wanting to
control mora closely fund utilisation might result in a slow down
of tha vete of disbursement., -

An ocutlook for policy lendin

2.11

2.12

Although policy based lending, particularly in Africa, will tend
to increase, it is unlikely, as pointed out by Professor Draghi,
that more than 40% of total IERD's commitment will be allocated to
policy reform operations. Traditional project-based lending will
tharefore continue to absorb the greater proportion of rascurces.
And I belifeve that the IBRD's longer term view foresees,
eventually, a gradual switch back to project lending when,
hopefully, through policy reform interventions, ths gensral
context will have sufficiently {improved. As pelicy hased
operations will dacline, project-based loans will take over sgain,
but their policy content will ramain high. This is a final
scenarie. Some countries, particularly those that have bean
ragponaive te policy reforms, ars not far from thia. Policy
reform has an obvious limit. If one considers the detail of asome
of the present policy-based oparations, it is quite claar that the
gcope for reasonabla reforms will soon be exhausted, Or, in other
words, the reforms required will increasingly become of & spacific
punctual nature, nc¢ longer requiring policy-based loans, will
likely carry encugh bargaining powsr. Similerly the speed of
digbureaments should become less presaing, as countries move
towards a substainable balance of payments position.

Does bol 8d lending vor

The success or failure of policy-based intervention is difficult
to measure. The conceptual model, on which these types of
intervention are based, would suggest that the benefits  generated
by a more rational resourca allocations, resulting from the better
functioning of markats, should bea sufficient to offset, with a
return, the locan repayments. Some effort s going into
formalising a methodological framawork for carrying out appraisal
of policy-bagsed interventions. The conceptual problems are
considerably more complex than those encountered in the
conventional project sppraisals activity. The latter is now out
of fashion om the ground that project appraisal attempts to
optimise a "microcosmos' ignoring tha ganaral contavt in vhich a
project will eventually have to function,

The supply response of a sector stimulated by & policy reform
intervention is tha only measure at one's dieposal to assess the
success or failure of a policy-based interventions. Measuring the
supply response directly attridutable to tha policy reform is
hovever very difficult and unnvoidlbly artificial,




In practice, opinions differ eignificantly as to whather
policy-based interventions have worked:, Turkey is often quoted as
a resounding succasp; Ghana, Malawi, Kenya and to a lessar extent,
the Ivory Coast and Senagal, have no doubt denefitted., But Zambia
and Zaire are often quoted as unsuccessful cases. Morocco and

Tunisia ssem to ba well on—the way towards aatablighing a better
base for sustained growth, but may ba too sarly to bs outright
optimist. As mentioned above, whether policy based lending has
baen successful in a cost benefit context (loan repayments against
additional output brought about by battar functioning markets) {s
at present imposaible to say. But what ona can aay, howaver, {s
that policy based landing has greatly helped to re-establigh
nacroeconodic equilibria in a context that had all the ingredients
for run away inflation, d{nsolvency and breakdown of economic
discipline. It 4is trus that in soms countries the supply
responses are weaker than sxpected, but even if results are
slimmer than initially forecastad, what else the donor community
could have dona when, in the early 1980s, the general economic
contaxt 4in & large number of LDCs was so distorted that
conventional project financing leading to new capital formation
vas no longer the priority 7

¢ EIB gtrat in the Socuth mediterrgnean countria

2.13 Considering morve specifically the BIB, I would like to recall it

is mainly a bank for tha finance of projects located in the EBC
member countries.

More than 90 per cent of the EIB lending 4s done in these
countrias and only the remaining 10 per cent is directed to other
countries. Roughly speaking adout 7.5 billion ECU &8 year (s
diracted to South Mediterranesn Countries, including Yugoslavia,
Given the present volume of lending activity, in each non REC
country, it would be unthinkable for the BIB to attampt to
introduce its own specific poliey raform. We would make sure ws
agree vith the policy reforms promoted, perhaps contribute to
their conception, tut in a very marginal form.
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EIB operations in mediterrangar couniries outside the Community

3.1,

3v2e

3'2.1-

3!2!2.
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For many Yyesars, the European Investment Bank has beoan
responsible for a significant pertion of the financial afd
channelled to the Mediterranean region. Before detalling
ite activity (n Mediterranean countries which are not
members of the EEC, it would, perhaps, be useful to point
out that much of the EIB's activity centres on five Member
Countries located wholly or partly in the Mediterranean
region and whose combined pepulation accounts for cver %0%
of the Community total. This implieg, in particular, that a
sizeable number of the EEC's inhabiteants lives off mminly
agricultural production in direct competition with that of
countries on the other side of the Msditerrangan. Moreover,
the latest enlargement of the Community has already created
problems of adjustment for the NMediterpansan regions of
Greece, Itely and France sufficiently disquieting as ¢o
prompt provision for specific Community action to improve
the mocial and economic structure of these regions. The EIB
will contribute towards implementing these programmes
(IMPa) by providing loans from its. own resources and from
those of the NCI, the latter comprising the protcesds of
harrawinga tamahed hy the finmmnity an tha canital markets
with the EIP amcting under mandate from the Commimeich in
aranting the loans.

Inatitutional framework

Leaving aside & few operations decidad on a case-by-case
basia by the ElB's Board of Governors and mounted, for
example, in Lebanon or Yugoslavia, European Investmen® Bank
activity in Mediterranean countries outside the Community
falls within the ambit of Financial Protocels cencluded
between the Community and each of theme countries. The
Protocols generally provide for an aid package to be
committed over a five-year period and coemprising financing
from bhoth the Bank's own presocurces and budgstary funds en
highly advantagaoug conditions {very leong-term losna, risk
eapital and grants).

The Commission and the Bank work closely together in
implementing the Financial Protocolm : the Bank grants
leoans from ite own resources and alge administers part of
the budgetary funde under the terme of & mandate recelved
from tha Commimeion on behalf of the Community.

OQverview of past activity

The firat FPinancial 'Protocol waz concluded with Greece in
1962, followed by that signed with Turkey in 1983,

These two countries virtually continued ¢o represent the
ElIB's =cle Mediterranean partners outside the Community
until the mid-1870s when, in tandem with eatablishment of
the Community's "Mediterranean policy”, Bank activity was
gradually but rapl{dly extendesd to embrace the Maghreb and
Mashreq countries, Igrael, Malta end Cyprus. In addition,
we witnessed cooperation with Yugeslavia as well as that
embarked upen with Portugal and Spain prior to their
accesgion to the EFC.
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Following the accession of Greece, Spain and Portugsl, the
Bank's Mediterranean partners outside the Community are now
twalve in number : Algeris, Morocee, Tunisis, Egypt, Syria,
Lebanon, Jerdan, Israsel, Malta, Cyprug, Turkey and
Yugoslavia.

While aveiding figures = contained in the annex hereto @
few goneral rsmarke can be made econcerning operations
mounted by the EIB in the above Mediterranean c¢ountriaes,

Deppite the difficulties inherent in deploying develcpment
aid and the particular facets of one or other partner, the
Financial Protocols have, on the whole, been implemented in
aceordance with the prescribed timetable and in a
econstructive spirit of cooperatien (the latter achievement
is eapecially valuable for our future activity which will
perhaps take place against an asven more delicate eccnomic
backdrop than in the paat).

Budgetary wresources have made it possible to soften
considerably the terme on which aild is provided, notably
via interest subsidiss of 2% or 3% attaching to Bank loans
and funded from grant aid available under the Protocola.
They have also enablad training and technical assistance to
be etepped up, aspects of particular importance for the
baneficlary oountries, ‘

EIB support has often given rise to co-Tinancing operations
mounted with bilateral (Member States and other countries)
or multilateral (chiefly the World Bank) lenders. Examples
include : Turkey = Elbietan end Karekaya power stations;
Bgypt ~ Shoubrah El Kheima power station; Morocco ~ global
loan to Caisse Naticnale de Crédit Agricole; Byria - Aleppo
sawerage pcheme. BSuch operations have been a sources of
extremely fruitful cooparation.

Ald previdad by the Sommunibdy {and hones by +he FIR),
although representing a not {nconsiderable effort on the
part or the $EU, has remalnied fud;ly modesl cumpaied will
the size 01 TnNg economles concertsd dand Lhelr pegpecllive
requirements, Apart from the case of Turkey many yearz age
where gustained pupport was furnighed for the enargy and
{indugtriel sectors, or Tunisia.where aid svailable under
the second Financlal Protoool (1981 - 1888) was dsvoted

. molely to agriculture, EIB assiatence has mainly comprised

a series of duly warranted but ppecific operations in most
economic aectora,

In certain inatances, politicel events have led to
operaticne being mumpended, sometimes for long periods @
this was true of (reece, for exampls, betwean 1967 and 1874
and is currently the came with both Lebanon where the BEIR'p
lagt loan dates from 1983 amnd Turkey wheres the Bank last
financead & project in 1981,

__“{




4,

12,

Future prospacts

4.1,

4'1.1.,

4.1.2,

In early 1987, the Community fixed the amounts of aid to be
channellsd to the Maghreb end Meshreq countries and Israel
over the period 1987 - 1891, with an eye to conclusifen of
the third Financial Protocols with these countries,

The aggregate aild package amounts to 1 616m BCUs, of which
818m BCUs are to be advanced from Community budgetary funds
and 1 003m ECUs {n the form of loans from the BiB‘s own
remources.  Thia repregents an overall increass of BO%
compared with tha pecond genesration of Protocols which
provided for 1 015m ECUs to be deployed between 1682 and
1086 (i.e. 415m ECUs in budgetary funds plus 600m ECUs in
EIB loans). The country-by-country breakdown is shown in
the annex hereto,

Turning to budgetary funds :

878m BCUs (94%) are to be made availsble in the form of
rant ald : two-point {interest subsidiea on EIB loans and

gtnanctng, via the Commissicn, for cooperation projects
(technical assiatance, training, studies); while,

37m ECUs (6%) are to be provided in the form of risk
capital granted and administered by the Bank under mandaze
from the Community. In deploying these resources, priority
will ba accorded to furnighing equity or quaei-equity for
private and public undertekings, particularly those in
which Community {nterests are involved, e.g. Jeint
ventures, Risk capital representa a highly Trlexible
instrument and cen be deployed in a number of ways
{conditional or subordinated loans, equity participations)
in ¢the mannsr bast suited to the particular case in point.
Although this financing medium has desn used for a number
of yeara by the EIB under the Lomé Conventions, It ip &
virtual novelty in the Mediterranean region where (¢t will
be uged on & trial basia for an almost eymbolic amount.

In contreget to previous Protocols, the third gensration of
Protocols with the Maghreb and Mashreq countries contains
no provislon for special loans.

EIB loang are subject to the rules spelt out in the Bank's
Jtatute and are given cover to part-financing projectes of
which implementation 4is duly warranted {n economic terms.
They may cover either local or foreign expenditure and are
generally granted for terms varying betwsen 10 and 20
years, depending on the charsctariatics of the project
involved. Interast rates are cloge to those prevailing on
the market ~(before taking acoount of interest subsidies
which many loans carry), Loana, denominatad in ECUs, are
disbursed in several currencies in keeping with the EIB'e
liquid holdings and the raete of interest set out in the
finance contraot,
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The new PFinancial Protocols to be concluded In coming
months between the Community and the various countries
concerned attach priority to agricultural and induatrial

development and industriasl cocperstion.

A number of comment® can be made concerning the RIB's
future cooperatien with the Maghreb and Mashregq countries
in conjunction with the new Protecols,

The financial resdurces which the Bank will ¢ommand,
although rapresenting a not inconeiderable effort on the
part of the Community, constitute a very modest
contribution compared with thase countries' requirements.
1t i therefore vitel that they be deployed as effectively
as possible,

Turning to the priority guidelineg adopted, emphasis, in
terms of agricultural development, should doubtless be
sccorded to fostering viable agricultural production in
keeping . with ¢ach country's natural and economic
environment, rather than striving for gself-sufficiency ir
foodstuffs at any price. Sufficient ettantion should alsc
be paid to agricultural infrastructurs, fortiliser
production, agriculturel proceasing industries, etec.

In industry, suppert for small and medium-sized snterprises
will again represent an imporzant remit for the Bank which
will now be able to call on risk capital resources as an
sdditional means of financing.

Mcreover, as an adjunct to 1te operations in support of the
agricultural and. induatrisl sectors, the EIB will also be
able to provide financing for other secters such as
transport, communicationa, energy and urban infrastructure.

As the goal is to make the beost possible use of limited
resources and to ensurs that the impact of financing is
felt rapidly  wharever possible, it might be wige, in
cartain cases, to focus on rehabilitation of existing
capital investment,

Finally, when mounting all operations, the Bank will accord
particular importance to protecting the environment.

Conalusions

Coming years will prove particularly difficult for numerocus
Mediterranean countriss and the new protocols will span
this critical peried. The requisite adjustment process will
call for solidarity on the part of the Bank.
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Although the EIB's raesocurces arc indeed limited, the Bank
will not be acting alope. It will continue to work in
concert with ether development ingtitutions - both:

bilateral and international (notably the IBRD} -~ and will

make every effort to accommedate Its partners’ requiremeats
ag afficiently as possible. The solid spirit of cooperstion
which hae developed over the past decade is reason enough
for optimism in the future.

“Lucio Izzo

18 June 1987

i




| BANK ACTIVITY IN THE SOUTHERN NEDITERRAKEAN NON MEMDER COUNTRIES

' DATA CONCERNING E18 LOANS AND SPECIAL LOANS GRANTED 8Y THE BANK
MITHIN THE FRAMEWORK OF THE FIRST AND SECOND PROTOCOLS

ANCONTS 1IN M ECuS (PERCENVAGES INDICATED N BRACXETS)

COUNTRY  INFRASTAUCTURE =~ . enenoy &2?: Loars(1) __u_m?n;-rguf ____ImvsTRY Total
ALCERIA Y35 ( 87 } _' 20 ¢ 1) | S 35 ( 100 }
oveRus . M3 (T8) w222 | 55 ¢ 100 )
€CYPT 25(10) | 123 ¢ 51) hslm") 50 ( 27 ) 24t { 100 )
ISRAEL _ . 70 {100 ) 70¢ t00)
JORDAN 1R _11(17') Azarss; 31 9) 131 23) 62 { 100 }
LEGANON 20 (100 ) | 20 ¢ 100 )
PALTA 21 {100 3 | o 21 ¢ 100 )
MmOTCO . 83 ( 50 ) 3 21) W{290) - ' 165 ( 100 )
SYRIA ™ T2 28 { 28 ) . , w2 ¢ 100 )
TUNISIA 2(21) T YE R 60 ¢ 39 ) a¢ 51 oMt %00
Tatal  kza (a1} aus (2n) 2 (23 s2¢ 6) 13t 79 Tioa5 ( 100 )

(1) IWCLUDING THOSE CRANTED FOR AGRICULTURAL PURPOSES

*§1




e

THIRD_FINANCIAL PROTOCOLS

gcale of allocation
per beneficiary country

16.

COPSFRY Bu_daet:;érun_esourcpi £:8 ’lé%%ns ‘ Total P;g:uqcom
runuu | 3 133 2%
igypt 200 249 44§
Lebanon 20 - ' 8 ”
Tereel - 63 63
Algerin % 183 2y
Moreceo 373 151 32
Jordan b 63 100
(valance) 36 110 T

615,0 1.003 1.618

e e ——

Allocation of risx cagagal (1)

COUNTRY

MmCu

Tun'isu é
Igypt 11
Leganon 1
Algeria 4
Moroceo 1
Jordan 2
(balance) ?

37

Q0 ve thargeda to budgstary resources
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DEMOGRAPHIC TRENDS: CONSEQUENCES ON THE LABOR MARKET

1. PRESENTING THE ISSUES

It is in the Mediterranean Region that the differential
population growth of the more and of the less developed
nations typical of ocur century, presents the sharpest
contrast. In no other area of the world, with the
exception perhaps of the Rio Grande fronteer bhetween the
anglosaxon and the hispanic areas of America, differences
" in the speed of growth will produce effects on economy
and society comparable to those that are taking place in
the North, South and Eastern shores ¢of the Mediterranean
region. A few figures will be sufficient to give an idea
of the magnitude of <changes that are taking place under
our eyes: accerding to sensible. projections, between the
years 1980 and 2020, more than 180 million people will
accrue the populations of the Southeastern shores,
against slightly more than 20 of the Northern Shore. In
the first 50 vears of our century, the Northern shore has
added 40 millions people to its population, as against an
increase of 35 millions 1in the rest of the Region. This
profound modifications are altering the distribution of
human settlement around the Mediterranean: at the
beginning of our century, about three fourth of the total
population of the area lived in the North; this
proportion has gradually fallen to one half at the
present time and will dwindle to about one third by the
middle of the next century.

Changes of this magnitude are often seen as threatening
some kind of equilibrium that has actually never existed.
Catastrophic consequences are often feared, forgetting
that societies have a tremendous ability to accommodate
change. Indeed, at the times of Augustus, the populations
of the Northern and of the Southeastern shores were. of
comparable magnitude, and at the times of Caracalla, in
the third century, the Northern area probably had a lower
population than the rest of the region, which was
prosperous and produced and exported grains to the North,
But leaving aside .far away times, let me add that what is
now happening is the conseguence of inevitable
developments, with their locad of positive and negative
effects. Stagnation in the North reflects the conclusion
of a plurisecular growth cycle initiated at the time of
the industrial reveolution and that is now coming to an
end, under the pressure of a limited environment and
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" through the action of genuine individual choice. Growth
in the East and 1in the Scuth is the consequence of the
rapid fall of mortality and of the increase of the length
of 1life, an indispensable cause and consequence of human
progress, and of the slow decline of fertility, guided by
cultural values that cannot be changed overnight.

In the following pages I shall first outline the
demecgraphic developments of the Mediterranean region with
trheir implications for the active population and the

labor force (Par.2); I shall next discuss some
demographic, social, economic and geopolitical
conseguences of population change (Par.3). Problems

concerning possible population policies will alsc be
addressed (Par.4), with special reference to fertility,
and 1its interrelations with development, peolicy and
internaticnal cooperation. I will than discuss the
implications of future population growth patterns on
international migration in the area (Par. 5), with
particular attention to the potential for absorption in
the North and for possible policy strategies.

2 - POPULATION GROWTH IN THE REGION

According to recent projections of the United Nations,
the population of the Mediterranean region will grow from
345 million ©people in 1980 to 550 in the year 2020. This
section is devoted to a summary analysis of future
development of the population, the population of working
age, and of the economically active aggregate. Numbers,
distributions, rates of growth will be briefly examined
and commented. Alternative hypothesis ~of demcographic
growth are also presented in order to explore
conseqguences and implications of different scenarios.

2.1 - A PLAUSIBLE PROJECTION TO THE YEAR 2020

Demographic inertia has already written part of the
future development of the Mediterranean population; the
size of the population of working age, from now to the
beginning of the next century, can be easily derived from
the birth cohorts born up to now; the number of births of
the next two decades will be also largely dependent upon
the number of people reaching reproductive age, survivors
of people already born. The attrition of mortality can be
estimated with a good degree of confidence, given the
gradual decline and the Jlow levels already reached 1in
large part of the area. The United Nations forecasts can
be received with a good degree of confidence up to the
beginning of the next century, particularly for the
population in working age; forecasts for the year 2010
and 2020 have an increasing - degree of incertitude,
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although they constitute sensible guidelines for the
arguments we are going to develcop. The medium variant of
the United Nations projections may be 1iused in order to
look into the next decades. Basic assumptions (tailored
individually to each individual country) are, for the
Southern and Eastern shores, those of a reascnable
further decline in mortality (expectation of life will
reach, by 2025, 1levels close to the one prevailing
nowdays in Southern Europe} and of the continuation of
the fertility decline, with final levels, in 2025, not
too higher than the replacement levels. For the countries
of the Northern shore, fertility is supposed to recover
slightly and 0 attain replacement level at the end of
the period, while mortality will have a further slight
reduction. A few main indicators of fertility, mortality
and growth, according to the UN estimates for 1980-85,
are reported in Table 2; among the other facts, the
reader will note that fertility as measured by the Total
Fertility Rate (a «periocd» measure of the number of
births per woman} is below replacement in the Northern
shore (replacement level, i.e. the level that in the long
run would insure a stationary population is now between 2
and 2,1), while is almost triple in the South and more
than double in the East. Expectation of life at birth,
e{0), is 74 years in the North, 59 in the South and 63 in
the East. In Table 8, the decline of fertility during the
last 20 years can be observed, together with the increase

of the expectation of life, for individual areas and for
the three Shores.

Table 1 reports the results of the UN Medium Variant
projections; as said before, they are based on plausible
hypothesis, although we might think that they
overestimate growth in the North (where fertility has
kept up to the current year below the levels assumed by
the UN) and probably underestimate growth in the South
and in the East. T

Between. 1980 and the year 2000, the rate of growth of
the Southeastern shores will Dbe almost ‘2 percentage
points higher than the rate of growth of the North (2.3
percent a vear as against 0.4); between the years 2000
and 2020 the gap will be reduced to 1.4 percentage points
because of the strong reduction in the rate of growth of
the South and of the East (1.6 percent) against a rate of
growth approaching stationarity in the Nort (0.2
percent). Beteween 1980 and the year 2000, the Northern
shore will adé 0.8 million people every year to its
population, against 4.5 millions in the South and in the
East. Between the years 2000 and 2020, the two areas of
the region will gain respectively, every year, 0.35 and
4.6 millions.
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In the year 2020, Turkey and Egypt will be the most
populous countries of the region, exchanging places with
Italy and France, the most populous in 1980. Tha share of
the total population of the two latter countries will
dwindle from 30 percent in 1980 to 21 percent in 2020.
Spain will keep the fifth palce in the ranking, while
Yugoslavia, now sixth, in the year 2020 will be only
ninth, being suspassed by Algeria, Morocco and Syria.

In Table 3, the medium variant hypothesis is "prolonged"
to the vyear 2050; although the hypothesis is made that
fertility in the less developed areas of the Region will ’
attain replacement by the third or fourth decade of next
century, inertia will still push up the population
numebers of the South and the East, while assuming that
the North will remain stationary; the share of the
Mediterranean population in the Northern shore, already
fallen from <two thirds to one half between 1950 and this
date, will further decline to 39.5 in 2020 and 32.9
percent in the year 2050. '

Let us stop our exercise in projections here; a silent
demograsphic revolution is taking place, and its
geopcelitical consegquences in the area are of a
macreoscopic nature.

2.2 - POPULATION OF WORKING AGE AND ECONOMICALLY ACTIVE
POPULATION, 1950-1980 AND 1980-2020 -

As observed before, those who will enter the working age
in the next 15 or 20 years, are already born, and there
is little incertitude as to their dimensions. Even if a
revolutionary change in fertility took place next year,
it would barely affect the stock of the population of
working age before 2010. Let us therefore proceed with
the results of the Medium Variant projecticn concerning
the segment of the population fron 15 to 64 years (Table
4).. The differential growth between the North and the
South and East is larger than for the total population;
between the vears 1980 and 2000 is only .5 percent a year
in the former area, and 2.8 percent in the latter;
between the vyears 2000 and 2020, growth will approach
stationarity in  the North (.1 percent}), and still exceed
2 percent 1in the rest of the area (2.1 in the Scuth and
2.2 in the East}. Total growth in the North will be 14
million in the first and 3 million in the second period,
as against 62 and 77 in the rest of the Region.

Not all those who are of working age are economically
active, and contrasting forces are at play in populations
with different degrees of development. In the North, the
propensity of women to enter the 1labor force is
increasing, and a growing share of the female populations
is therefore economically active. On the other hand, the



age structure of the working-age population is rapidly
ageing, and overall prtecipation rates may dwindle in the
future decades. In the 1less developed societies of the
East and the 8South, a declining importance of the
agricultural sector and an acceleration in the process of
urbanization may depress the activity rates; however, the
increase of female participation rates (now extremely
low) may more than compensate this trend.

Projections of the UN/ILO of the economically active
populaticn are reported in Table 5; they include 5
countries of the North and 5 of the South-East,
corresponding respectively to 93 and 86 percent of the
total population of each of the two areas as we have
defined it. According to these projections, the North may
gain 9 millions wunits '~ in the economically active
population between 1980 and the year 2000, and than lose
another 1.5 millions in the ensuing 20 years. In the
Southeast, 28 millicon units will be added in the 1980-
2000 period, and another 36 million in the following 20
vears. Rates of increase of the aggregate are almost
identical to those of the population of working age: .6
and -.1 percent in .the North and 2.6 and 2.1 in the
Southeast. '

2.3 - LABOR FORCE GROWTH

Another way to lock at the problems induced by
differential demographic growth in the Mediterranean has
been feollowed 1in a recent study presented at the 1987
Tunis Conference on Labor Market Policies. The problem
can be posed in the following way: taking as a target
that the countries of the area maintain a constant
employment rate up to the year 2000 (in other words, a
constant ratio between the number employed and the
poepulation of working age), what would be the rate of
growth of GNP compatible with that target ? The answer to
this question requires the knowledge of the 1Jevel of
elasticity labor force/GNP; in other words, we need to
know what would be the fracticnal increase of the labor
force for a 1 percent increase of GNP. The values of
elasticity tend to be different according tc the level of
development of the country; indeed, in the case of less
developed economies, where the agricultural labor force
is high and the level of underemployment conspicous,
elasticity tends to be lower than in more developed
economies. This said, and with the help of raw estimates
based on the experience of the two decades 1960-70 and
1970-80, an elasticity coefficient of .3 has been chosen
as a dguideline (this means that a 1 percent GNP growth
would result into a .3 percent growth of the 1labor
force).



The result of the exercise tell us that between the “8Cs
and the year 2000, maintaining constant the ratioc labor
force/population of active age, would require a GNP
vearly growth of 1.7 percent in the five major countries
of the North and one of 9.3 percent in the 5 major
countries of the South-East (a minimum of 8 percent for
Turkey and a maximum of 12 percent for Algeria).An annual
GNP growth of 1.7 percent seems quite plausible for the
countries of the North, but cne of 9.3 percent seems
excessively high for those of the South, which
experienced growth between 4 and S5 percent in the 60's
and an acceleration to between 6 and 7 percent in the
70's, when some of the economies were boosted by the oil
sector. This means that, under the hypothesis of this
scenary, the economies of +the South will not be able to
keep the current relative levels of occupation:

-unemploymént and/or underemployment will grow, emigration
must occurr etc.

Different hypothesis will obviously 1lead to different
results, but the message is clear. The economies of the
Southeastern shore need to boost their econcmies in the
coming decades in order to accommodate the growth of the
working age population that, 1in the '80s and 90s, is
reaching the highest level.

2.4 - ALTERNATIVE SCENARIOS OF POPULATION DEVELOPMENT IN
THE MEDITERRANEAN

In the preceding sections the Medium Variant of the UN
populaticn projections. have been the base o©of the
discussion. But we might like to see which would be the
consegquences, particularly on population growth and
distribution, of completely different, but not
impossible, scenarios. The results may constitute a

further element of appreciation of long-term developments
in the region.

Three scenarios have been selected; each of them has the
same assumnptions concerning the continuation of the
gradual decline of mortality; differences concern the
hypothesis on fertility. The first scenario, of the

«Maximun Differentiation» , implies that the countries of

the three areas will continue to experience fertility
levels close to those prevailing in 1980-85. The
assumpticn could be realistic for the North, much less so
for the Scuth and the East, where an irreversible process
of decline has probably already started. The second
scenario, of the «Minimum Differentiation» , implies that
in the countries of the North where fertility is now
below replacement (France, Italy, Spain) there will be a
gradual recovery to replacement levels by the year 2020.
In the countries of the South and the East, on the other
hand, there will be an accelerated decline and



. 2

convergence to the levels of the North by 2020. The third
scenario, or «Policy Oriented», implies a recovery of
fertility to replacement level in the North as it is in
the wishes, if not in the expectations, of much of public
opinion. In the Scuth and in the East, fertility will
follow a course which 1is coherent with public official
statements. Two countries - Jordan and Lybia - affirm
that current population growth is satisfactory. Another
country -Syria- recognizes that current growth may have
negative effects, Dbut has no policy directed to decrease
fertility. A fourth country - Algeria - had a similar
position until recently and has now changed its policy
- and sustains family planning. For these four countries
(indeed Algeria should fall in a different category, but
hypothesis were formulated before the change in pelicy
had been known) the assumption is that no change will
take place in fertility wuntil the vear 2000, and that
decline will slowly initiate thereafter. The two major
countries of the area, Egypt and Turkey, have strong
policy favouring family planning and the reduction of
fertility, as so0o have Morocco and Tunisia. For these a
strong reduction of fertility 1leading to replacement
levels in 2020 have been hypothesised.

The results of the three scenarios are shown in Table 6.
With the scenario of the «Maximum Differentiation», the
poprulation of the region would grow to 712 million in
2020 {as against 550 million for the Medium Variant), and
the share o©f the population of the North would fall to
28.8 percent {39.4 with the M.V.). With constant
fertility, the South and the East would accelerate their
growth because of declining mortality and younger age
structure. It 1is obviously an "impossible" scenario,
useful only for showing what would happen if the
enormous potential of growth of the South-East remained
unchecked. With the «Minimal Differentiation» hypothesis,
that would imply an accelerated effort of the
Southeastern countries in curbing fertility, total
population would grow to 540 million in 2020, the share
of the North shore would fall to 42.8 percent, more than
three point above the M.V. But even in this rather
favourable scenario, growth differentials remain
extremely high; the Southeastern shores would add 82
million inhabitants between 1980 and 2000 and another 75
between the years 2000 and 2020, as against 23 and 15 for
the North. With the «Policy Oriented» hypothesis and a
total population of 625 million by 2020, the share of
the North falls to 37 percent, differentials of growth
are substantially larger than with the preceding
scenario. Current policies, if punctually translated into
actual behavior, would result into trends more
unfavourable than those -already full of preblems-
implied by the reasonable Medium Variant.
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The teaching of this further exercise are evident, and
can be summarised as follows. (1) The potential of the
current demographic situation is tremendous if fertility
behaviors remained unchanged arcund the present levels.
Fortunately, autoncmous change 1s taking place and
Governments seem inclined to support this change to lower
fertility, although with many important exceptions. (2)
Even under the most favourable hypothesis (the one of the
«Minimum Diifferentiation») the differential growth of
the two areas would be enormous; every 1 new inhabitants
added to the North between 1%80¢ and 2020 there will be
more than 4 in the East and the South. (3} Current
policies must be reinforced.

3 - SOCIETAL IMPLICATIONS OF POPULATION GROWTH

Adding some 200 million people in 40 vyears tc the
population of the Mediterranean region is, in itself, a
tremendous revolution. But the conseguences do not reside
only in the sheer numbers, but also in the structural
aspects of the change. The age composition of the
population is bound to change, influencing development;
residential changes will be equally important, since the
large urban agglomerations will mainly grow in the South-
East rather than in the North. Mobility between the
shores will increase and intermarriage will develop. The
-changing demographic distribution will have geopolitical
implications while the growing demographic and economic
dimensions of the less developed areas will stimulate
North-Scuth human, commercial and financial interchange.
The next decades of differential growth will not leave
the Mediterranean unchanged. Some ideas and hypothesis
are briefly explored in this section. )

3.1 - THE AGE STRUCTURE

"Let us go back to the plausible UN Medium Variant
projection, and briefly examine some structural aspects
of the Mediterreanean region during the coming decades
(Table 7). In the North, population 1is ageing rapidly;
the proportion above age 65 will grow from 12 percent in
1980 to 18 percent in the year 2020; the mean age of the
population will also increase from about 35 to about 41
yvears. This trend is feared in all developed economies,
meaning increasing transfers for social security, medical
care and pensions and a growing load for government
budgets. However, developed societies have the time to
adapt, and the ageing process is more chronological than
biological, since the extended 1life span means also
better health in o0ld age. Dependency ratics =-or the
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number of the individuals not in the working age per 100

in the working -age (ratio of young people below 15 -or,
alternatively, below age 25- and over age 65 per 100

people between 15 and 64 - or between 25 and 64) are
stationary or slightly decreasing. Turnover rates of the
population of working age - the number of young people

potentially entering the labor force aged 15 to 19 per
100 people potentially leaving it aged 60 to 64 - which
is now extremely unfavourable will gradually decline:
from 228 1in 1980 to 100 in the vear 2020. In the
populations of the South and of the East, the
continuation of the declining fertility will raise the
mean age from about 24 in 1980 to about 30 by 2020, but
the proportion of the o0lds over 65 will only increase
fractionally. This trend would have a very beneficial
effects on dependency ratios, in rapid decline, as
declining will be the turnover ratio.

Age structure has complex effects on economy and society.
In general, in rapidly growing populations, the decline
of fertility brings beneficial effects, lowering
dependency ratios, decreasing the population in school
age and permitting savings or better allocation of funds
for education and increasing the quality of those who
enter the labor force. The trends postulated by the UN
could therefore have beneficial effects in the South-East
while, perhaps, the negative effects of ageing in the
North are overestimated.

3.2 - THE GROWTH OF URBANIZATION -

Another aspect of far reaching conseguences 1s the growth
of urbanization in the Region. I shall limit my
discussion to the macroscopic aspects of urbanization -
the growth of large cities and conurbations - since the
concepts of «rural» and - «urban» are extremely difficult
to define. The United Nations have attempted a projection
cf the population of cities by the year 2000; but let us
limit to see the process of growth of large cities, by
«large» meaning those cities that in 1980 had 500,000
inhabitants or more. In the Region there were 38 millien -
people living in these c¢ities in 1950, but the vast
majority, or 29 million (76 percent) , belonged to the
North and 9 (24 percent) to the Scuth and to the East. By
1980, 55 million inhabitants in the North lived in these
cities (68 percent) against 34 milliocnin the rest of the
area (32 percent). By the year 2000, according to the
projection, the residents of  the large cities will
further grow, although with a declining speed, in the
North, to 68 million (53 percent), and they will jump to
60 million (47 percent) in. the South. and the East.
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These are not conly arid statistics of a well known
process, but are indicators of another revolution in

human settlement. The process of urban concentration and

growth was tipically a phenomenon of the Northern shore
until mid-twentieth century, the large metropolis was
tipically eurcpean, with a few important exceptions like
Istambul or Cairo. This process 1s coming to an end in
the North, where large cities are growing mocre slowly
and, in some cases, are even losing population, but is
now exploding in the rest of the region. The growth of a
large urban population in the less developed part of the
region may have important consegquences; it will increase
the opportunities for exchange, stimulate mobility,
multiply contacts of all kinds with the northern shore.
Large cities are the origin, the stimulus, the focus of
human exchange. Their growth will contribute to increase
and close the ties between the shores of the region.

The trend above described 1is even more evident if the
analysis is restricted to those large cities on the sea
shores (with some exceptions in order to include Rome and
Cairo, close to the sea but «technically» not coastal-
cities), that are more 1likely to be the terminal of the
networks 1linking the North and the South. The
differential process of growth 1is even more evident;
large sea-towns' populaticn increased in the North from
11 million in 1950 to 20 in 1980 and is expected to
further increase to 25 by the vyear 2000, but the
proportion on the total sea-towns population of the
region declines from 63 percent in 1950 to 46 percent in
1980 and 35 percent in the vyear 2000. In the South and
the East, the growth of this aggregate is very fast, from

i0

7 to 24 and 45 millions at the three dates considered (or

37, 54 and 65 percent of the total).

3.3 - GEOPOLITICAL.CHANGES

Differential demographic growth will not be neutral.in
the complex domain of 1i1International relations. It 1is
evident that population size is only &a minor factor
determining the relations between countries or group of
countries, others being much more important (economic,
financial, military, cultural, religious power, among
others). Still, it would be a great error to assume that
the role of population is neutral. In the 1long run,

"population size is inevitably linked to the size of the

economy, to the intensity of trade, to the network of
human, social, cultural, economic contacts.

Here below are some data that may be something more than
a curious outcome of the statistics at our disposal. Let
us take a few cases of countries that, for different
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reasons, have been, - or are, in close contact

{geographical, political etc.). The ratio of the
population of France to the population of the three
Maghreb countries was 3.5 at the beginning of this
century; it has declined to 1.2 in 1980, and will further
decline to .4 by the year 2020. The ratio of Turkey's to
Greece's population was around 2 at the beginning of this
century, around 5 today and will grow to 9 by 2020; that
between Libya’' and Malta changes, at the three dates
considered, from 2 to 9 and to 25. The ratio between the
Yugoslavian and the Albanian population will decrease
from 8 today to 5 in 2020. The exercise could cortinue,
and analyse the consequences of differential growth
within populations, between Albanians and Serbocroatians
in Yugoslavia, Greeks and Turks in Cyprus, Christians
and Muslims in Lebanon, Jewish and Muslims in Israel.

Population size is certainly a mincr factor in
internaticnal relations; but when this minor factor
changes so rapidly, than its role cannot be dismissed.

3.4 - MIXING AND INTERCHANGE

Before closing this section, mention must be made of the
possible conseguences of increased mokility and
circulation in the Mediterranean area. The subject of
migration will be specifically dealt with in section 5,
but I will assume that differential rates of growth of
the working age population and the unskilled labor demand
in the more developed economies will stimulate in the
long run the presence .of foreign labor in the Northern

shore. Here it is question of trends and not of the size
of migration.

Foreign born population approaches 6 or 7 percent of the
national population 'in some countries of Europe, and an
increasing proportion 1is originating in countries of the
Southeastern shores. In the 1long run, the presence of a
conspicous foreign community will stimulate some degree
of ethercgamy and mixed marriages, and births issued from
mixed marriages will increase. But even in the absence of
mixed marriages, children born to fereign stock couples
whe often acquire permanent residence or citizienship in
the hosting country, will readily assimilate and start a
process of ethercgamy. Mixed marriages will, in turn, be
a powerful vehicle of assimilation and permanent contacts
between countries. ‘

Births issued from foreign or mixed marriages are
relatively important in many countries of Europe;
estimates for 1982 give a proportion over total births of
11.8 percent in the Federal Republic of Germany (down

11
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form 16 percent of 1975), of 15.4 in Belgium, 12.3 in
France, 7.7 in the Netherlands, 6.4 in Sweden and 16.6
percent in Switzerland. Data for Italy and Spain are not
available.

This phenomencn must be followed with care. The growth of
foreign communities in the c¢ountries of the Northern
shore, the growth of second and third ' generation
communities, the intensity of intermarriage, the 1links
established with the countries of ‘origin are tooc often
seen as a liability for the hosting country (very often
programs o©f «stabilization» or <«reducticns» of the
foreign communities are invoked with more attention to
size than to quality) while they may prove the strongest
asset for promoting international «cooperation in the
area. -

4 - SLOWING POPULATION GROWTH

The tremendous potential for growth of the populaticons of
the Southeastern shores has been shown 1in section 2;
fortunately in many countries there are signs of
fertility decline, seconded by Governments' population
policies. At the UN 1984 Population Conference in Mexico,
it was clear that the great majority of LDCs are now
seeing with great worry the current levels of population
growth and are enacting policies to reduce it. The
countries of the Northern shore, on the other hand, are
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reducing their speed of growth and, in some instances,

like Italy and, to a lesser degree France, may soon face
population decline; this may result into policies tending
to raise fertility and to stabilise population.

4.1 - CURRENT POPULATION POLICIES IN THE SQUTH AND IN THEE
EAST

Many countries of the Southern and Eastern shores are
adopting population policies tending to reduce fertility,
disseminate family planning, improve maternal and child
health etc. The evalution of the effectiveness of these
policies is an extremely difficult task. Some countries,
however, keep a rather neutral attitude, the official
position being that efforts are being made in order «to
resolve the remaining problems of underdevelopment,
including those associated with population, mainly by
means of vigorous economic development» or comparable
expressions. This in general means that no effort is
being made to diffuse family planning and contraception.
The official  position of the wvarious countries is
reported, in abstract, in the Appendix A. Lybia, Syria,



Jordan and maybe Algeria (although some changes in policy
have recently taken place) seem to fall in this category.

~QOther countries, 1like Israel, perceive their rate of

~

growth as unsatisfactory because toc low; and although
providing good family planning services, encourage large
families and immigration. Among the largest countries,
Egypt has a rather vigorous policy leading to an
¢intensification of the country's . family planning
programme, with the goal of covering 60 percent of the
women of reproductive age by the vyear 2000».Similar
policies are being followed by Turley, Morocco and
Tunisia.

4.2 - LEVELS OF FERTILITY AND DIFFUSIOCN OF FAMILY
PLANNING

High fertility is closely related to the absence of
contraception, whose «prevalence», or incidence, in less
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developed countries, is still rather low. It is estimated

that, excluding China, prevalence (or the proportion of
women in reproductive age practicing contraception) is
around 24 percent, as against 68 percent of developed
countries, This level o©f prevalence corresponds, on
average, to Dbirth rates clese to 40 per thousand.
Estimates of contraception prevalence need ad hoc surveys
that are costly, and therefeore information is not up to
date as it would be desirable. Contraceptive prevalence
was 7 percent in Algeria (1977}, 20 in. syria (1980), 25
in Egypt (1980), 26 in Jordan (1983), 27 in Morocco
{1983-84), 31 in Tunisia {1982), 44 percent in Turkey
(1978}. Covering 70 percent of the target population, a
necessary achievement if fertility has to be brought
under control, will need time and resources, and
unrelenting efforts of the public and of the private
sector. :

As I have pointed ocut before, some changes are, however, .

taking place. Table 8 reports the levels of the Total
Fertility Rates in 1960-65 and 1980-85 according to UN
estimates. Countries 1like Algeria, Lybia, Jordan and
Syria (accounting for 22 percent of the whole area) have
had no or very 1little change over the 20 years span. In
Egypt, Morocce, Tunisia and Turkey declines range between
one fourth and one third of the 1960-65 levels. This
decline is to be attributed both to the diffusion of
contraceptive practice and to an increase of the age at
marriage.

A series of detailed indicators of fertility behavior can

be found in Table 9 and are drawn from national fertility
surveys carried out between 1976 and 1980 in 6 countries
of the area as part of the World Fertility Survey. Some
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major indications c¢an be drawn. First, age at first
marriage is still low, with the exception of Tunisia.
Second, fertility had undergone a notable decline (this
can be desumed comparing the period TFR of all women in
repreductive age with the number of children ever born to
older women 45 to 49) in Turkey, Egypt and Morocco.
Third, child mortality (0-4 years) close or well above
100 per thousand is still wunacceptably high. Fourth,
fertility preferences indicate that the desire for large
family size 1is still widespread:; only in Turkey a mean
number of children of 3 is indica:ed, while in Jordan and
Syria is still 6. Fifth, as we have already seen, the
proportion using contraception is low but there is a
large proportion of women that would be willing to use it
if they had the possibkbility of doing so; unmet need for
contraception is large.

4.3 - THE NEED FOR IMMEDIATE ACTION
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Lowering the birth rate today will start affecting the

inflow into the active population of working age 15 or 20
years later. It looks, therefore, as if any action taken
now is going to have delayed effects. This is only
partially true. Smaller birth cohorts mean also a
decreasing inflow into the educational system 6 vyears
later, and -for comparable inputs- proportional savings
of the public sector or, alternatively, better education
for those who are in the system. Improved education
means, in the long run, a more efficient labor force. a
decrease in fertility means also less children per woman
(net of the effects of reduced infant and child
mortality); more chances for her education; 1ncreased
propensity to enter the labor market. This is an
essential component of development, particularly in the
Mediterranean area where female participation rates are
very small. Less children per family may also mean a
higher rate of private savings and a higher rate of
investment. Therefore, a decline of fertility now has a
series of beneficial effects that are 1less distant 1in
time than those linked to a reduced inflow inte the
working age.

There is therefore need for action directed to check
fertility. In some countries, where desired family size
is relatively low and unmef contraceptive needs still
high, the chances for success of these policies may
obvicusly be much higher and come earlier than in
countries where family norms are closer to traditicn. But
in both cases, ad hoc policies may accelerate the process
of transition to lower fertility.




Population policy .is politically a very sensitive area;
and for good and sound reascons. However, wherever this is
acceptable, aid and cooperation ( both financial and
technical) in the area of health and family planning,
from the more prospercus countries of the North should be
granted and no effort spared. There 1is the widespread
impression that in some of the rich countries of the
North cocperation in this area is considered politically
taboo. This was so in the '60s and in the '70s, but
attitudes in this area is rapidly changing, and the
action of potential donors should adapt promptly.

5 - MIGRATION AND THE LABOR MARKET

Differential growth of the working age population in the
Mediterranean area is so high and concerns such .a large
number of people that it is unthinkable that problems of
unemployment or underemployment of the East and the Scuth
might be solved through migration. However, it 1is
inevitable that migratory pressure will increase;
prosperous countries of the North are reacting by
enacting restrictive regulations and policies concerning
migration. However, restrictions in the long run maybe
detrimental to receiving and sending countries
altogether: the former because migration would attenuate
problems of a shrinking labor force, ageing population,
decreased internal mobility; the latter because. they
would lose valuable remittances and opportunities for
establishing deeper links with the more developed areas.

5.1 - HOW MANY MIGRANTS IN EUROQPE ?

A simple exercise 1in arithmetics will help us in
understanding the dimensions of possible future migration
in the Mediterranean area. Let us suppose that further
development will take place in Europe at a good pace in
the next decades; that no restrictive regulations are
adopted within certain acceptable dimensions of
immigration; let us also advance an hypothesis as to the
maximun level cf immigration that might be tolerable or
.acceptable; let us suppose that by the year 2010 this
maximum level 1is reached after a gradual process. Let us
now estimate the net inflow of migrants and compare it
with the probable growth of the economically active
population.

The parameters of the exercise can be thought of" as
follows. Latest estimates of the foreign population in
the European countries are presented in Table 10. If we
exclude Switzerland and Luxembourg, that are extreme
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cases -the second for its small“population— the incidence

of the foreign population on the total population in no
case reaches 10 percent; it is 9 percent in Belgium, 7
percent in Germany and France, 5 percent in Sweden.
Similar figures are obtained for the proportion of the
foreign labor force over the total labor force of each
country. Even allowing for an underestimate of foreign
presence because of undocumented immigrants, we may
confidently advance the hypothesis that 10 percent
represents the acceptable maximum share of foreigners in
a given country's labor force.

In 2010, the countries of the Northern shore will have a
labor force of approximately 80 million; assuming that
the maximum tolerable level is reached. in 2010, the
number of foreign workers would be 8 million. Let us add

another 50 million in the labor force of the rest of

western continental Europe, and add another 5 million
foreign workers, and we will reach the 13 million figure.
Foreign workers in the countries of the Northern shore
are below 3 million (1.7 in France, .6 in Italy, .4 in
Spain; but some of these are Yugoslavians, Portugueses,
Greeks proceeding from the same region): 1let us assume
that they will be 3 million in 1990. In the rest cf
continental western Europe there are about 4 million
foreign workers, and let us assume that their number will
remain unchanged in the vyear 19%0. If from a ceiling of
13 million in 2010 we deduct 8 million in 1990, the
potential maximum net growth of the foreign workers
between 1990 and 2010 is 5 million, or a net inflow of
.250 million per year . We may compare this figure with
the net addition of 2.2 million per vear to the
economically active population estimated by the UN/ILO
for the countries of the Southeastern shore during the
same period.Let wus alsc suppose that Egypt, Syria,
Lebanon and Jordan, whose migration now gravitate mainly
around the Gulf states, do not generate any migration to
Europe; the net annual growth of the economically active
population of the remaining states of the area would than
be around 1.4 million of which only 18 percent (.250
million} would £ind employment in Europe.

The exercise, of course, relies on assumptions that
«maximise» immigration, because: (1) it is supposed that
immigration tc Europe will proceed exclusively from the
Medliterranean; actually, immigration from Sub-saharan
Africa and Asia as well as from other areas of Europe
(Portugal, Yugoslavia) is not negligeable. (2) It 1is
assumed that all areas of Europe will accept a 10 percent
quota of foreign workers, including areas like Yugoslavia
and Portugal that are still «exporting» manpower. (3) It
is assumed that the current restrictive trend in
migratory peclicies is relaxed. (4) Last, Dbut most




certainly not least, it is assumed that labor demand in
the more developed area will grow.

5.2 - ARE MIGRATION POLICIES CONSISTENT WITH THE
INTERESTS OF THE COUNTRIES OF THE NORTHERN SHCORE ?

In recent times, the major countries of the Northern
shore have oriented their migratory policies in a
restrictive sense, following the example of Switzerland
in the '60s ani Germany in the '70s. Sound motives are
certainly at the base of the changes in policy in Spain
in 1985, 4in France and Italy in 1986; the main being the
slowdown of the eccnomies, security, the tightening of
the labor market. These factors are 1likely to persist,
and changes do not seem probkable in the short term. In
France, that has by far the largest foreign community,
numbering .some 4 million people, changes are most
unlikely. Spain and Italy, where immigration is
relatively recent, are more likely recipients for future
immigration, and this for various reasons. The first is
that the high international mebility and the inflow of
tourists by the million makes it ‘impossible to control
the borders or to enforce other restrictions. This
applies to other European countries, but at a much higher
degree to Spain and Italy. The second factor is the size
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of the informal or underground economy, and the high.

elasticity of unskilled labor demand in relation to the
growth of the economy. Although precise data are not
available, Spanish sources concurr in admitting to - a
rapid increase of immigration in the 1last years, Dboth

from Portugal  and from oSther origins, mainly in Africa. .

In Italy, ISTAT has estimated that "full time" foreign
‘labor units have increased from 274,000 in- 1980 to

443,000 in 1983 and 604,00C in 1986. The third factor, at

least for Italy, is the decreased internal mobility that,
initiated during the difficulr '70s, does not show signs
. of recovery. A reason for the lower mobility {(linked to
many other factors) may be found in the rapid increase of
the level of educaticon of the young, and their decreasing
propensity to change residence when entering the labor
- market. The spatial narrowing of the market is a negative
develcopment that immigration can partially cure. A fourth
factor, linked to the preceding, is the increasing
segmentation of +the labor market, and the widening of
labor demand not satisfied by national workers. This fact
justifies, among other things, the increasing presence of
foreign labor in spite of a growing unemployment.

Restrictive migratory policies, that tend to admit
workers only - when provided of working permits or if they
can demonstrate that they have the means to support
themselves, may have, in these countries, the effect of
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limiting «official» migration, and o¢f worsening the

conditions of undocumented, clandestine,marginal
immigrants.

Some other considerations must be made with an eye to the
future decades. In Italy, for instance,if current trends
persist, the population of working age may start
declining by the end of +the century. Although the
elasticity of female labor demand is very high, it is
likely that it will be oriented to sectors not in direct
competiticn with foreign labor. On the other hand, ageing
and the 1J1elated burden for the public sector, may be

attenuated in i1ts consequences by the presence of foreign
labor.

5.3 -~ MIGRATION FROM THE SOUTH-EAST: NOT A PROBLEM
SOLVING PANACEA, BUT A VITAL OUTLET.

We have seen that migration to Europe, even under the
most favourable conditions, would bkarely account for one
sixth-to one fifth of the projected growth of the
econcmically active population, between 1990 and 2010.
For Egypt and the countries of the Eastern shore (Turkey
excepted) oil-exporting countries in the Gulf are the
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maln destination. The current oil-crisis may attenuate or-

even reverse current flows, and add further pressure on
European destinations. Estimates of Egyptian workers in
oll-exporting countries are of the order of 1 or 2
million, most likely above 10 percent of the national
labor force. Lebanon has perhaps the equivalent of one
third of its labor force abroad, and 10 percent Syria.

Emigration represents, nowdays, a conspicous resource for
the populations of the Southeastern shores. Table 11
reports the data on workers' remittances for 7 countries
of the area; from about 600 million dellars in 13870,
remittances have grown 15 times to almost 9000 million in
1984. They compare with a deficit of the current account
balance of 6000 million dollars. The ratio of remittances
to GNP amounts to a startling 23 percent for Jordan, 12
percent for Egypt, 6 percent for Morocco, 4 percent for

Tunisia, 3 percent for Turkey, 2 percent for Syria, less.

than 1 percent for Algeria. There may be a debate on the
medium and longterm effects of remittances, whether or
not they go into productive investment, whether they
contribute to stimulate new activities or boost
consumption and tend to create a small unproductive
middle class. All this is debatable and probably reality
is highly wvariable according to times and places. But
from a macroeconomic point of view the contribution of
remittances is conspicous. In Egypt they exceed the net
revenue from oil and cotton exports. Income differences
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between the North and the Sodth are so large; that the

i9

_share of the revenue of an immigrant may support a large :

family at home. ‘

The development equation has @ no simple soluticn.
Emigration is not problem-solving by itself but, in the
long run, may combine its @positive effects with the
results of other actions. The positive effects are
ecoromic, social and political. Of the economic we have
said. Social advantages will derive from the experiencs
gaired in more advanced contexts. The degree of the
advintage gained depends very much on the policies
adopted by the receiving countries; nonetheless exposure
to different cultures, acquisition of skills, increased
mobility may constitute an asset in the long run , albeit
a painfully acquired cone. Political advantages reside in
the links that in different ways are established between
the receiving and the ' sending community. Ec¢onomic

advantages operate both in the short and in the long run,

the social and the political mostly in the long run. But
it is the long run , in this context, that matters.

Migration, therefore, is not a panacea for less developed
countries of the Region, but may constitute a vital
outlet. Designing flexible and realistic migration
policies well integrated in plans for economic
cooperaticn coould ke a worthwhile c¢hallenge for the
Governments of the three shores.

Florence, June 10, 1987
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TABLE 1 - PdPULATION OF THE MEDITERRANEAN REGICN OBSERVED, 1550-1980,
AND PROJECTED, 1980-2020, ACCORDING TO THE U.N. MEDIUM VARIANT.

ANNUAL RATE OF INCREASE

RIVA NORD 1950 1980 2000 2020 1950/80 980/2000 2000/20
ALBANIA 1230 2731 . 4102 - 5441 2,7 2,0 1
GREECE - 7566 9643 10437 10743 0,8 0,4 0
ITALY 46769 57070 58642 57503 0,7 0,1 -0
MALTA . 312 369 418 454 0,6 0,6 0
POTUGAL 6405 9884 11211 12170 1,4 0,6 0
SPAIN - 27868 37430 42237 45385 1,0 0,6 0
YUGOSLAVI 16346 22299 25206 26541 1,0 0,6 0
FRANCE - 41736 53714 57162 58347 0,8 0,3 0
N. SHORE 148232 193140 209415 216584 0,9 0,4 0

- - - - - - bl ™ - W
R P N N

ALGERTA 8753 18666 33444 47170

O~ w0k s U ]

2,5 2,9 1,7

EGYPT 20330 . 41520 63941 85758 2,4 2,2 1,5

LYBIA 10298 2973 6082 10071 3,5 3,6 2,5

- MOROCCO 8953 19382 29512 38053 2,6 2,1 1,3

- TUNISIA 3530 6392 9429 12215 2,0 1,9 1,3

S. SHORE 42595 88933 142408 193268 2,5 2,4 1,5
CYPRUS 494 629 762 881 0,8 1,0 0,
JORDAN : 1237 2923 6437 12088 2,9 3,9 3,
LEBANON 1443 2669 3617 4895 2,0 1,5 1,
SYRIA - 3495 8800 17809 28984 3,1 3,5 2,
ISRAEL 1258 3878 . 5302 6584 3,8 1,6 i,
TURKEY 20809 44468 65351 86741 2,5 1,9 1,
E. SHORE 28736 63367 99278 140173 2,6 2,2 1,
‘N.SHORE 148232 193140 209415 216584 0,9 0,4 0,
. S.SHORE 42595 88933 142408 193268 2,5 2,4 1,
E.SHORE 28736 63367 99278 140173 2,6 2,2 1,
_MEDITERR 219563 345440 451101 550025 1,5 1,3 1,

PERCENT DISTRIBUTION

'N.SHORE 67,5 55,9 46,4 39,4
S.SHORE 19,4 25,7 31,6 33,1
E.SHORE 13,1 18,3 22,0 25,5

- MEDITERR - 100 100 100 100

' - SOURCE - UNITED NATIONS




_ TABLE ! - SELECTED DEMOGRAPHIC INDICATORS, MEDITERRANEAN REGION, ACCORDING
TG U.N ESTIMATES, 1980-85

AREA, POPULAT. CBR CDR NI TFR NRR MR © E{Q)
" ALBANIA 2731 27,8 5,7 22 3,6 1,64 45 70,9
FRANCE 53714 14,5 . 11,2 3,4 1,92 C,93 9 74,5
GREECF, . 9643 14,9 10,1 . 4,8 2,15 1,01 16 74
ITALY - 57070 11,2 10,4 - 0,8 1,6 0,76 13 74,5
MALTA 369 17,4 10,1 7,3 1,97 0,93 13 71,7
PORTUGAL = 9884 17,1 9,7 7,4 2,17 1,02 20 71,7
SPAIN 37430 14,6 8,7 5,9 2,07 0.99 10 74,3
YUGOSLAV, 22299 16,4 8,9 7,5 2,07 0,96 30 70,7
NORTH §. 193140 14,1 16,0 4,1 1,9 0,9 14,2 73,8
ALGERIA 18666 42,7 10,7 ‘32 6,66 2,69 88 60,1
EGYPT 41520 36,6 11,6 25,1 4,82 1,91 100 58,1
LYBIA . 2973 47,3 12,7 34,6 7,38 2,9 107 55,8
MCROCCO 19382 36,4 11,3 25,1 5,13 2,04 97 58,3
TUNISIA. 6392 32,8 10 22,8 4,82 1,97 85 60,6
SOUTH S. 88933 37,9 11,3 26,7 5,4 2,1 96,0 58,7
CYPRUS 629 20,7 8,5 12,2 2,43 1,16 -17 74
ISRAEL 3878 23,2 7.2 15,9 .. 3,09 1,47 14 74,4
JORDAN 2923 44,7 - 7,9° ° 36,8 7,38 3,22 54 63,7
LERANON 2669 29,3 8,8 20,5 3,79 1,69 .48 65
'SYRIA 8800 46,5 8,7 37,8 7,17 3,09 59 62,6
TURKEY 44468 30,2 9,4 20,8 3,9 1,66 92 el,6
EAST S. 63367 32,6 9,1 23,5 4,5 1,9 78,3 62,9
NORTH 5. 193140 14,1 10 4,1 1,9 0,9 14,2 73,8
SOUTH S. 88933 . 37,9 11,3 26,7 5,4 2,1 96 58,7
EAST S, 63357 32,6 9,1 23,5 4,5 1,9 78,3 62,9
MEDITERR 345440 23,6 10,2 13,5 © 3,3 1,4 47,0 67,9

SOURCE; UNITED MATIONS ESTIMATES

NOTES: CER= Crude Birth Rate; CDR=Crude Death Rate; NI = Rate of natural
increase; TFR = Total Fertility rate; NRR = Net reproductio Rate; IMR =
Infant Mortality rate; E{Q) = Expectation of Life at Birth



TABLE 3 - POPULATIONOF THE MEDITERRANEAN OBSERVED, 1950-1980,
AND PROJECTED, 1980-2050, ACCORDING TO THE U.N. MEDIUM VARIANT

UNITED NATIONS MEDIUM VARIANT

~ AREA 195¢ 1980 2000 2020, 2050{A)

. NORTH S. 148 193 209 217 220

SOUTH S. 43 89 142 183 292

EAST S. 29 63 99 140 156

MEDITERR 220 345 450 550 668
PERCENT DISTRIBUTION

NORTHS S. 67,3 55,9 46,4 39,5 32,9

SOUTH S. i9,5 25,8 - 31,6 35,1 43,7

- EAST S. 13,2 18,3 22,0 25,5 23,4

- MEDITERR . 100,0 100,0 100,0 100,0 100,0
ANNUAL RATE OF INCREASE (R*100)

NORTH S. 0,9 0,4 0,2 0,0 .
SOUTH S. 2,4 2,3 1,5 1,4
EAST S. 2,6 2,3 1,7 0,4
MEDITERR 1,5 1,3 1,0 0,6

SOURCE: UNITED NATIONS AND WORLD BANK (FOR 2050)




TABLE 4 - MEDITERRANEAN POPULATION OF WORKING AGE, 15 TO 64 YEARS
1950 TO 202Q, ACCORDING TO THE U.N. MEDIUM VARIANT PROJECTION

ANNUAL RATE OF INCREASE %

ARER 1950 1980 2000 2020 1950/80 980/2000 2000/20.
ALBANIA . 665 1582 2574 3590 2,9 2,4 1,7
GREECE 4884 6176 6654 6382 0.8 0,4 0,2
ITALY 30598 36843 . 38704 37198 0,6 0,2 -0,2
- MALTA 185 248 286 292 1,6 0,7 0,1
PORTUGAL 5341 €287 7327 8044 - 0,5 0,8 0,5
SPAIN 18285 23485 27425 30001 0,8 0,8 C,4
VUGOSLAV 10334 14770 16862 17102 1,2 0,7 0.1
FRANCE 27508 34247 37888 37500 0,7 0,5 -0,1
N. SHORE _ 97800 123638 137720 140609 0,8 0,5 . 0,1
ALGERIA 4857 9253 18683 32232 2,1 3,5 2,7
EGYPT 11660 23218 39378 57821 2,3 2,6 1,9
LYBIA 549 '1519 3191 6160 3,4 3,7 3,3
MOROCCO 4722 10217 18577 26484 2,6 3,0 1,8
TUNISIA 1955 3431 5921 8507 1,9 2,7 1,8
S. SHORE 23743 47638 85750 131204 2,3 2,9 2,1
CYPRUS 294 411 511 562 1,1 1,1 0,5
JORDAN 6i2 1387 3102 7045 2,7 4,0 4,1
LEBANON 844 1455 = 2188 3285 1,8 2,0 2,0 |
SYRIA 1893 4338 9124 18383 2,8 3,7 3,5
ISRAEL 810 2268 3405 4288 3,4 2,0 1,2
TURKEY 12148 . 25228 40885 57514 2,4 2,4 1,7 -
"E. SHORE 16601 35087 59215 91077 2,5 2,6 2,2
+ N. SHORE 97800 123638 137728 140609 0,8 0,5 g,1
' . S. SHORE 23743 47638 . 85750 131204 2,3 2,9 2,1
" E. SHORE . 16601 35087 59215 91077 2,5 2,6 2,2
MEDITERR 138144° 206363 282693 362890 1,3 - 1,6 1,2
' PERCENT DISTRIBUTION )
-N. SHORE 70,8 59,3 48,7 38,7 : ‘
S. SHORE 17,2 23,1 30,3 36,2
E. SHORE 12,0 17,0 20,9 25,1
' MEDITERR 100 100 100 100
‘ RATE OF INCREASE (R*100)
N. SHORE 0,781444 0,539613 0,103511
S. SHORE 2,321143 2,939026 2,126586
E. SHORE 2,494559 2,616720 2,152652

MEDITERR 1,337800 1,573623 1,248651

SOURCE: UNITED NATIONS




TABLE 5 - ECONOMICALLY ACTIVE POPULATION FOR SELECTED MEDITERRANEAN
- COUNTRIES: ESTIMATED, 1850-1980, AND PROJECTED, 1980-2000, ACCORDING
TO UN-ILO PRCJECTIONS '

ANNUAL RATE OF INCREASE

AREA 1950 1980 2000 2020 1950/80 980/2000 2000/202
FRANCIA 19248 23559 26486 25648 0,7 0,6 -0,2 -
GRECIA 3089 3668 3947 - 4089 0,6 0,4 0,2
ITALIA 20417 21936 23310 21078 0,2 0,3 -0,5
SPAGNA 10686 12895 15539 16711 0,6 0,9 0,4
. YUGOSLAVI 7613 9958 11627 11305 0,9 0,8 0,1
- NORTH S 61053 72016 80909 79431 0,6 - 0,6 -0,1
. ALGERIA 2691 4051 8378 15712 1,4 3,6 3,1°
EGYPT 6331 11298 19114 29454 1,9 2,6 2,2
MOROCCO - 2666 5688 © 10503 15568 2,5 3,1 2,0
TUNISIA 1063 1908 3378 4894 1,9 2,9 1,9
TURKEY 11954 19090 28752 40406 1,6 2,0 1,7
SOUTHEAST 24705 42035 70125 106034 1,8 2,6 2,1
‘NORTH 61053 72016 80909 79431 ¢,6 0,6 -0,1
SOUTHEAST 24785 42035 70125 106034 1,8 2,6 2,1
TOTAL 85838 114051 151034 185465 0,9 1,4 1,0

.. SOURCE - UNITED NATIONS AND ILO | .
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TABLE 6 - POPULATION PRCJECTIONS OF THE MEDITERRANEAN ACCORDING TQ THREE
SCENARICS: MAXIMAL DIFFERENTIATION, MINIMAL DIFFERENTIATION AND POLICY-ORIENTED

MAXIMAL DIFFERENTIATION MINIMAL DIFFERENTIATION POLICY ORIENTED
. AREA 1980 2000 2020 1980 2000 2020 1980 2000 2020
NORTR S. 193 205 205 193 216 231 193 216 231
. SOUTH S. 89 162 308 89 139 184 89 153 242
EAST S. 63 106 183 63 95 125 83 C 1o 152
MEDITERR 345 481 712 345 450 540 345 470 625

. PERCENT DISTRIBUTION

, NORTH 8. 55,9 42,6 28,8 55,9 48,0 42,8 55,9 46,0 37,0
- SOUTH S. 25,8 33,7 43,3 25,8 30,9 34,1 25,8 32,6 38,7
EAST S. 18,3 22,0 25,7 18,3 21,1 23,1 18,3 21,5 - 24,3

MEDITERR 100,0 100,0 100,0 10c,0 100,0 100,0 100,0 1oc,0 100,0
s ANNUAL RATE OF INCREASE {R*10Q) -
NORTH §. 0,3 0,0 a,6 0,3 0,6, - o,3

SOUTH S. 3,6 3,2 2,2 1,4 2,7 2,3
EAST S. 2,6 2,7 2,1 1,4 2,4 2,0
*  MEDITERR 1,7 2,0 : 1,3 0,9 1,5 1,4




TABLE 7 - INDICATORS OF THE AGE STRUCTURE OF THE MEDITERRANEAN POPULA-~
TION, 1980-2020, ACCORDING TO THE U.N. MEDIUM VARIANT

PERCENT OF TOTAL POPULATION INDICATORS OF THE AGE STRUCTURE (%
AREA 0-14 - 0-24 65 + MEAN DPNDENCY DPNDNCY TURNOVER
: AGE RATIO 1 RATIO 2

NORTH : - |
1980 23,7 39,7 12,2 34,8 56 108 228
2000 19,7 32,7 15,4 38,2 54 93 120
2020 18 30,4 18 40,7 - 56 . 94 , 100
SOUTH o
1980 42,4 62,4 4 23,5 87 198 511
2000 33,8 54,6 4,5 26,4 . 62 144 486
2020 26,4 44,1 5,6 30,5 47 9% - 264
EAST . k
1580 39,9 59,9 4,7 24,7 81 183 584
2000 36,1 53,9 5,2 26,5 70 144 380
2020 31,9 . 50 6,3 29 62 128 286

NOTE: Depehdency ratio 1 is the ratio of the population 0 to 14 and 65 a
over divided by the population 15 to 64. Dependency ratic 2 is the ratio
of the population 0 to 24 and 65 and over divided by the population

25 to 64. turnover is the ratio of the population 15-19 to the populati -
cn 60-64, :
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TABLE 8 - SELECTED DEMOGRAPHIC INDICATORS FOR THE MEDITERRANEAN REGION, 1960-65, 1980-85%5

]

. _ POPULATION TOTAL FERTILITY RATE  INFANT MORTALITY RATE  EXPECTATION OF LIFE AT
ARER 1960 1980 % CHANGE 1960/65 1980/85 % CHANGE 1960/65 1980/85 % CHANGE 1960/65 1980/85 % CHAN
ALBANIA 1611 2731 70 5,74 3,6 -37 %9 45 -55 64,8 70,9
FRANCE - 45684 53714 16 2,85 1,92 -33 25 9 -64 71 74,5
GREECE 8327 9643 - 16 2,18 2,15 -1 50 16 -68 €9,5 74
ITALY - 50223 57C70 14 2,85 1,6 -37 40 13 -68 £9,9 74,5
MALTA 329 369 12 3,11 1,97 -37 34 13- -62 68,8 71,7
PORTUGAL 8826 9884 i2 3,06 2,17 -29 - 7% 20 -74 64,2 71,7
SPRIN 30303 37430 24 2,87 2,07 -28 42 10 -76 70,2 74,3

7 YUGOSLAV 18402 22299 1 2,7 2,07 -23 80 30 -63 64,6 . 70,7
© NORTH §. 163705,0 1%3140,0 18 2,8 1,9 -31 43,7 . 14,2 -68 69,2 - 73,8
ALGERIA . 10BOC  1iBe&6s 73 7,38 6,66 -10 160 88 -45 48,3 60,1
EGYPT 25922 41520 60 7,07 4,82 -32 175 100 -43 £7,4 58,1
LYBIA 1349 2973 120 7,17 7,38 3 150 107 -29 47,9 5,8
" MOROCCO 11626 15382 67 - 7,15 5,13 -28 155 97 -37 47,9 58,3
TUNISIA 4221 €392 51 . 7,17 4,82 -33 155 85 -45 49,6 60,6
B SOUTH $.. 53918,0 BS933,0 65 7,2 5,4 -25 165,5 95,0 -42 47,9 58,7"
CYPRUS 573 629 10 3,42 2,43 -29 29 17 -41 69,2 74
. ISRAEL 2114 3878 83 3,85 3,09 ~20 29 14 -52 65,4 74,4
JORDAN - 1695 2923 72 7,17 7,38 3 225 54 ~57 48,2 63,7
LEBANON 1857 2669 &4 6,35 3,79 -40 62 48 -23 60,7 = &5
SYRIA 4561 8800 93 7,46 7,17 -4 125 59 -53 8] - 62,6
TURKEY 27508 44468 62 6,01 3,9% -34 176 a2 -48 51,7 61,6 7
EAST 5.  3630%,0 63367,0 €5 6,1 4,5 -26 151,8 78,3 ~48 53;1 62,9
"NMORTH S. 163705 193140 18 2,75 1,9 -31 43,7 14,2 -68 69,3 73,8
SOUTH S. 53918 88933 65 7,16 5,4 =25  165,5 9% -42 47, 58,7
... EASTS. 38309 63367 - 85 6,09 4,5 -26 151,8 78,3 -48 53,1 62,9
y  MEDITERR.255932,0 345440,0 35 4,2 3,3 -21 85,5 47,0 -45 - €2,6 67,9

SOURCE: ELABORARTION OR U.N. ESTIMATES
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TABLE 9 - SOME SOCIAL AND DEMOGRAPHIC CHARACTERISTICS OF FERTILITY IN-SELECTED
MEDITERRANEAN COUNTRIES; WORLD FERTILITY SURVEY RESULTS

: FERTILITY PREFERENCE!,

-

r

MEAN AGE % MARRIED CRUDE . TOTAL

COUNTRY AT FIRST AT AGE

CHILDREN CHILD DURATION

BIRTH TFERTILITY EVER MORTALITY FULL

% WANTS MEAN DESI DESIRED .
NC MORE RED FAMI-TOTAL

MARRTAGE 15-19 RATE © RATE BORN 0-4 BREASTF., CHILDREN LY SIZr FERTILITY
(1) (2) {3) (%) (6) {7 (8) (10)
EGYPT 21,3 22,5 43 5,3 6,8 191 7.4 53,7 4,1 3,1
MOROCCO 21,3 22,1 a4 5,9 7,1 142 5,5 41,8 5 3,7
. TUNISIA 23,9 5,2 35 5,9 6,2 107 6,2 48,9 4,2 3,6
- JORDAN 21,6 19 45 7,5 8,6 C B0 -- 41,8 6,3 5,1
SYRIA 22,1 22,7 45 7,5 7,7 86 5,5 36,5 6,1 5,6
TURKEY 20,4 22,4 31 4,5. 6,3 166 - 59,13 3 2,4
% AWARE % EVER  %USING CNTRCPTN % WILLING UNMET YEAR
BRY CONTR USED EFFICIENT ANY TO USE NEEDE FOR OF,
METHCD CONTRCPTN METHODS METHOD CONTRACEP CONTR. SURVEY
(11) (12) (13) (14) (15) {16) (17)
EGYPT 990 40. 23 24 43,1 17,9 198Q
MOROCCO 84 29 16 19, 23,7 10,8 1980
TUNISIA a5 45 25 32 27 12,5 1978
. JORDAN 97 46 17 25 36,6 10,6 1976
SYRIA 78 33 15 20 . 20,4 10,5, 1978
TURKEY 88. 55 13 38 39 12,8 1978
NOTES: NOTES: Indicators at time of survey or for the 5 years preceding -survey. )
, Col.{5): Average number of children ever born to women aged 45-49 at survey
Col. {6): per thousand. Col, (7): months. Col.(8): % of currently married
women who want no more children. Col. (9):-Amnng currently married women.
Col. (10): Total fertility of women if preferences of married women come true.
: Cols. (11)-(16): married women. Col,(16): Percent of currently married
women, non pregnant and fecund, who ‘do not wan more children and who
! report that they are not using any method of contraceptiomn.
Source:

WORLD FERTILITY SURVEY, Major Findings and Implications, London, 1984.

\
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T ! Population of foreign citizenship (1) | International migration §2) 4 - N
| N '_ . r - ! . _‘
| Country J ! | latest avalaible | Emigrants | Immigrants | Het migration . ! - B
I ]  areund 1970 | around 1975 | figure | around 1904 | around 1984 | around 1904 ! i %
U S I . | | I .

Table 3: absolube numbers J . I :
Austria . 211 896 291 448 271 947 . . L. [ : ‘ O
Belgiom 696 242 ‘e ' 818 577 37 033 39 427 2 394 ' .
Denmark - c .. 116 949 25 053 29 035 .3 982 ' L
I'rance 2 6L 060 J 442 415 3 éno 100 - 51 425 . 1 ' ﬁ
Gormany, F.R. . 2916 44y 4 0U9 594 4 370 9412 608 240 457 093 =151 147 ' i o
Greece 26 075 .. 82 692 .. .. .- ! ¥
Iceland 2 853 : 3 240 3 499 - 2 335 <1 827 - 508 [ cad
Italy . . . 210 937 62 B4O 8g 915 24 075 0 s
Luxembourg 62 504 - . 95 789 . . . i
Nctherlands . 252 299 350 465 558 710 58 854 66 907 ., 8 053 !
[lorway J6 109 68 244 97 403 15 927 19 688 3 76l I
Portugal .- : .. loa 526 . 6 B56. . - :
Spain ' .- . .. 226 470 9 418 19 135 9 717 '
Sveden 411 280 409 094 398 641 22 041 33 134 11 093 !
Switzerland 1 089 076 1 632 610 960 691 83 Ba5 99 217 15 372 !
Turkey. 39 765 50 069 . . 47 353 .. .. | . B
, United Kingdom - . - ’ 1 614 000 "163 300 201 100 37 200 : T
Percentage of foreign citizenship Migration rate {(per 1000 population) !
- i
! Austria 2.084 3.85 3.62 .. .. o
¢ Belgium 7.22 . 8.92 N 3.76 4,00 0.24 ;
Denmark .. .- 2.28 Y4,90 5.68 0.78 !
France 5.26 6.53 6.75 . 0.%4 . l
Germany, F.R, 4.90 6.61 7.20 9.94 ) 7.47 -2.47
Greece 0.29 - 0.84 - e .-
Iceland 1.40 1.49 1.44 9.61 7.52 -2.09
Italy _ .. . 0.37 1.10 1.52 0.42 [
Luxembourg 18.44 o 26.34 e e .. |
Hetherlands 1.93 2.54 3.85 4.08 4.64 ¢.56
Norway 1.96 1.70 2.35 3.85 4.76 0.91
Portugal .. . - 0.65 .. .
Spain . .. : - 0.60 . . .o
Sweden 5.11 5.00 4.65 2.64 3.97 1.33
Suitzerland ’ 17.23 16.12 15.07 13.15 ‘ 15.57 2.42
Turkey - 0.11 0.12 ‘e . . )
United Kingdom .. . 2.88 2.92 3.59 0.67

{1} 1The data on population of forelgn citizenship are referred: Austria to 12-5-197! (population census), 12-5-1981 (population
census} and to 1985 (estimate of average value);Belgium to 31-12-1970, and to 1-3-1981; Denmark to 1-1-1986; France to 1968,
1375 and to 1942 (population censuses); Germany, F. R. around 1970, arcund 1975 and 31-12-1985; Greece around 1974, around
1975 and 1983; source: Register of aliens; Iceland to 1-12-1970, 1-12-975 and 1-12-1985; source:Naticozl Ucpulation Register;
Italy to 25-10-1981 (population census); Luxembourg around 1970, around 1975 and 31-3-1381; Netherlands to 28-2-1971 -
{pooulation censust, 1-1-1976 and 1-1-1985; Norway around 1370 (population censuys) data on the country of birth}), 31-3-1976
(Register data) and 31-12-1904 (Reqister data); Portugal not specified date; Spain to 1984 Sweden to 31-12-1970, 31-12-1975
and 31-12-1985; Switzerland Lo 1-12-1970, 1-1-1976 and 1-1-1986; Turkey 1970 and 1975 (population census); : .

: United Kingdom to 19034; FLabhour Force Survey (LFS}. ’ .

(2} International migration data are referred: Belgium to 1983; Denmark to 1984; France to 1984; Germany, F. R. to 19584; .
Iceland to 1985; ITtaly to 1904; Netherlands to 1984; Norway to 1984; Portugal to 1984; Spaln not specified date; Sweden to ' .
-1985; Switzerland to 1985; Turkey not specified date; United Kingdom Lo 1984; ' . - -

{a} Owing to the {tems "unknown citizenship", "stateless” or “unsettled” in some countries the value for . . Ce
"non member states of Council of Europe* can not coincide with the sum of the corresponding geographical areas. -

o LI Y ST e

'Sourcé of basic data: Evolution demdqraphlque recente dana les Etats membres du Conseil de 1'Europe, C. of E,,Strasbourg 1986.°

"
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TABLE 11 - WORKER'S REMITTANCES, CURRENT ACCOUNTS BALANCE AND
GNP, SELECTED COUNTRIES, 1970 AND 1984 (MILLION DOLLARS)

| CURRENT REMITTANCES

WORKERS REMITTNCS ACCOUNT GNP AS PERCENT
COUNTRY 1970 1984  BAL(1984) (1984) OF GNP
ALGERIA 211 329 75 51092 0,6
JORDAN .. 1236 -269 5338 23,2
EGYPT 29 3963 ~1978 33048 12,0
MOROCCO 63 872 ~986 14338 6,1
SYRIA 7 327 -852 16362 2,0
TUNISIA 29 317 ~734 8890 3,6
TURKEY 273 1820  -1409 56144 3,2
TOTAL 612 8864 ~6153 185212 4,8

SOURCE: WORLD BANK, World Development Report 1986




1BRAEL

The Government of Iarael considers the rates of population growth,
natural incresae and fertility to be uvastisfactory becsuse they are teo low,
It is felt chat esch family should sim at haviog the maximum puaber of
children that it can raise with the support of the State. The Covernment is
actively encouraging immigration and supports for all Jews the right to settle
in Israecl. New towns have been established throughout the country io order Lo
provide housing and work for the new arrivals. The creation of these
dfvzlopmenl towns is also seen as & means of relieviog overcrowding in large
cities and generating an interaction between small rural sertlements and urban
arcas,

JORDAN

The Government enphasizes the role of population factors in development
planning so a» to ensure the most effective use of the country's material and
human resources and to provide the growing population with food, achoole,
health facilities, employment snd housiog. In 1983, the Government indicated
that current rvates of fertility were esatisfactory. In 1979 the country
officially began & child-spacing programme which had as its goal an
improvement in the standard of health for both mother aod child. Priority is
being given to reducing overall levels of morbidity and wmortality, with &
target for infant mortality of 27 per 1,000 by the year 2000, and improving
the pattern of population distribution. As a result of the large influx of
refugees and displaced persons, the population density in urban and rural
areas has greatly intensified. Cowmprehensive socio-economic developwent
programses include support for the rural sectors, mnotably within regional
development progremames, of which the Jordan Valley Authority is a major
example. As a result _of serious *hrain-drain problems caused by the
substantial pumbers of Jordanian professionals and technicians working in
peighbouring countries, the Government would like to limit the flow of
emigrants, The level of immigration is significant, and the Government wishes
it to cootinue at the current level.

LIBYAR ARAB JAMAHIRIYA

The Governmenlt considers the rates of population growth and fertilicy to
be - satisfactory. Its principal concers is to improve. the well-being of the
family. Measures being implemenced include child welfare sllowances, family
benefits, maternity leave of up to three months and & birth grant koowvo &0 &
"delivery aid”. Measures for the care and protection of the sged and for the
improvement of the astatus of women are also in effect. The levels of
morbidity and mortality are considered acceptable. To further improve health
conditions and increase life expectancy at birth, particular emphaasis is given
to maternal apd child health., Considerable stteotion has been given to
achieving an appropriate distribution of populatiocn within the country and to
limiting excess growth in the major cities. A substantial proportion of the
labour force consists of immigrants. Due to increasing numbers of foreign
wmigrante in receot years, bilateral agreements have bescome increasingly
important in regulating migration. They have been used to obtain labour
supplies from neighbouting Arab countries and = pnumber of non-Arab countries
from other regiomes. While reduction in the level of immigration in the future
is sought, the current level of emigration is expected to remain the same,

Source . Po/oafa.f‘aéu Bleies ’Bfuef—a)
. Ui Te ot AN aéu.(‘) A 7K

ALGERIA

.

Tha policy of the Government 1is to resolve remsining problems of
underdevalopment, including thoae sasociated with population, mainly by means
of wvigorous econowmic development. The establishment of & self-sufficient
industrial ecopomy within the new international economic order is viewed as a
prerequisite to the pgeneration of desirable demographic chaoges. The
Government has recently adopted a policy to reduce the levels of population
grovth and fertility, which it conaiders "too high", by means of family
planning, population information, the improvement of the atatus of vomen, and
the provision of protection to the elderly. Another specific objective is the
rapid reduction of worbidity and wortality, including the improvement of
maternpal and child health. To bring about a wore satisfactory distribution of
population and decreased flow of migrants to urban areas, the Covernment has
formulated a cegional development programme which emphasizes industrialiczation
and cowprehensive rural development, 1In the sres of internacional aigration,
the Goverament has suspended all new emigratico to France sad is purauing
bilateral agreements with chat country for extending the duration of visaa
held by Algerian immigrancs. The Government of Algeria is alao attempting to
identify new recipient countries for potential emigrants, and ism actively
pursuing measures to accommodate newly returned migrants.

CYPRUS

A long-term decline in fertility has led the Goveroment to take Che view
that the rate of population growth is unsatisfactory becausme irL is Loo low.
The policy is to reverse the declioe by providing supports and incentives,
including marernity allowaoces, asternity leave of eight weeks, with full pay
for public sector employees, tax allowances related to family wize, and
maternal/child health care and ap extension of child care fecilities. A
primary bhealth care approasch in vural aress is expected to improve the health
sitvation further. It is felt that by decelerating the fiow of migrants from
rural to urban areas, some of the probleme associasted with rapid urbanization
can be alleviated. The policy objectives with regard to internstiocnal
n:gu;ion are to wminimize ewmigravtion and encoursge repatriastion of Cypriots
abroad.

EGYPT

The Government of Egypt has based its population policy om the
"davelopment approach Lo population problems™, which 18 defiped in terms of
its four msjor interrelated sapects: growth, distribution, charecteristica
and structures. GSpecifically, education, incressed participatioo of women in
the labour force, agriculturel wodernization,  vural industrislisation,
improved social securiry, general improvement in [he soclo-economic status of
families and reduction of infant mortality were all aeceén as essential support
to the effective implementation of the population policy. The Government's
intervention 14 mainly Cthrough eftorts to reduce fertility and infant and
¢hild mortality. Recently, Government officials have urged inrensification of
the country's family planning prograsme, with che gosl of covering 60 per cent
of the womeo of reproductive age by year 2000. Programmes ar¢ being planned
to increase primary education, raise the age at wmarriage and provide
employment for women. In the £ield of heslth, wmsternal and child health
centres are being expanded, especially in rural areas, potabla water is being
provided to deprived villages, and parasites acd infectious aiscases are baing
controlled. It is assumed thst the crude death rate and crude birth rate may
decline from the current levels of 11.4 and 35 per 1,000, reapactively, to 7
and 20 per §,000, respectivaly, by the year 2000. The spatial distribution of
the population is inappropriscte. Although there is mo explicit policy st that
field, efforte are being made to easc population congestion in urban and
mecropolitan c¢entres through the establishment of new urbao ceatres and other
measures, including the expansion of indusiries in rural aress, in order (o
improve the standard of liviong there, The level of internaticoal migration ia
insignificant and ‘ur.i-hctory.



TUNIS1A

The GCovermment considers the rate of natural increase to be
unsatisfectory because it is too high. 1ts policy is to decrease the ntea‘ot
aatural increase and fertility. Empheasis is being placed oo the loC}nl
importance of populstion limitation, with family planning programmes being
implemented as s basis for improving tamily welfare. The sim is to increase
the nupber of women covered by the programme from 27 per cent in 1980 to 40
per cent by 1986, With regard to family welfare, the Government's nttateg.iel
consist of population educatiop snd improved public health services, including
family plaoning facilities snd & number of legislative mensures designed to
facilitate contraceptive practice. In order to stea the flow of migrants to
urban areas apd improve the spatial distribution of the population, programmes
of rursal development and incentives for re-grouping highly disperaed
populations into new village commupities are in effect, The Governmen?'l
decentralication policy aims particularly at the development of the interior
part of the country. The creation of new employment possibilities has become
s primasry pleaoning goal, owiog to the problems of uvnewployment which have
become aggravated by declining emigration, The Governaent now views the
levels and trends of international wmigrstion as insignificant and
satisfsctory. There is a plan to repstriate up teo 20,000 Tunisians between
1982 and 1986 and to seond between 10,000 and 15,000 emigrants abroad, mainly
to the Gulf States.

TUBKEY

The fourth Five-Yesr Development Plan (1979-1983) sddresses pnpul:al.:ion
issues indirectly through its social and economic programmes. In addition,
Article 41 of the 1982 Constitution assigns to the Government the task of

protecting the family and extendiog family planning. and related services.
Legal provision for the delivery of clinical and family planning services by
trained patamedical persoonel has recently been made. The Government
considers the rates of population growth and fertility to be unsatisfactory
because they are too high, and has adopted a policy of lowering the growth
rate by providing family plasning services. Io response to inacceptable
levela of morbidity and mortality, the Government has stipulated that newly
graduated general practitioners give two years of compulaory service in a
rural health centre. Socialized public health mervices are being extended
progressively throughout the country. The Government has adopted measures Lo
redirect migration away from the largest metropolitan centres and toward
smaller towna and cities, and to control urban sprawl. In order to facilitate
intergovernmental relations associated with the problems of Turkish workars
abroad and to provide codes for the extension of certain services, such as the
trapafer of aocisl security benefite of workers returning to Turkay or the
¢xlension of health care services to dependents living in Turkey, a sariee of
bilateral agreements oo labour and social security affairs has been completed
with other European Governments. Other protocols om professional trainiog,
children's educstion etc, have also been signed with various Governmentas,

N LERANON

The Government recogoizes that overall so¢io-economic developwent is the
wost effective way to rTesoclve cartsin structural problema, making poseible
desirable demographic chaoges in the medius term snd loog term. The
Covernment has indicated thst total size of population and rate of natural
increase were satisfactory but acknowledged problems associated with large
families and insdequate apaciog of children among certain groups of the
populstion, still high levels of morbidity and mortaslity sod an inappropriate
concentration of population in CGrester Beirut. Although _the iomediate
priority is national reconstruction and Bo recent statements of population
policy are kpown to have been made, the Ministry of Labour and Social Welfare
and the Lebsnese Army provide family planning services in their welfsre
clinice, 'apd support continoues to be given Lo the Lebancn Family Planning
Association as a mesns of imwproving maternal apd child health and family
welfare.

KOROQCCO

The Government has indicated that it regards the popularion growih rate
ss "too high". The current level and trend are eeen as s threst to the
socio-economic equilibrium of the country. The Government's policy is to
reduce fertility by mesns of family planning services, with a target of
covering 24 per cent of women sged 15-4% by 1985, aund by providing social
welfare services, includipg child allowince, maternity benefits, and care and
protection for the elderly. Other measutes include the upgrading of -the
status of women and improved maternal apd child health snd family well-being.
The levels and trends of mortality and corbidity are unacceptable. The target
includes the reduction of infant wortality to b5 per 1,000 by 1985. Efforts
ave being msde to expsnd health infrastructure, imounization programmes and to
improve the provision of osafe drinking water. To adjuat the spatial
distribution of the populstion, the HNational Development Plan (1981-1985)
calls for further decentralization and a reduction in regional disparities by
meane of the creation of growth poles and the encouragement of agricul-urasl
aad industrial development in rural rones, 'There is a desire o decrease the
level of immigration end to increase that of emigration.

SYRTAN ARAB REPUBLIC

The Government recognizes that the relatively high rate of population
growth may have & negative impact on its socio-economic objectives; however,
no explicit policy has been adopted. Couples are free to choose the pumber of
children they want to have, The peneral consensus among officials is that che
population question ahould be dealt with by wmeans of more vigorous
socio-econoniz development. To further improve the health situation, maternal
and child health centres &5 well as general heslth services are being
expanded, with particulsr sttention to narrowing the gap between the urbsn and
rural populations. There exist programwes for comprehensive agricultural
modernization, decentraligation of industry and the establishment of urban
organizational pl_ma which will facilitate the development of saall urban
centres 1o order o reduce migration to metropolitan areas, The level of
immigraticn is insignificant and satisfactory. The levels and trends of
egigration are viewed &8s unsatisfactory (too high) and che policy is to
discourage emigration and prevent the migretion of skilled perscos asad
government employees.
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DEMOGRAFHIT TRENDS: CONSEBUEMCES OGN THE LABOR MAREET
By Massimo Livi-Bacci :
{Summary )

It 1 inm the Mediterranean region that the differential
population growth  of the move and of the less developed
countries presents the sharpest contrasts. According o
plausible projecticns , between 1980 and 2020 more than 1RO
millien pecple will acorue  the populaticn of the
Boutheastern shores, againzt slightly more than 20 of the
Movrtherm Shoire. The population of the countyries of the
Noerthern shore, which accounted for three fourth of the
populaticn of the Region at the beginning of this century,
will gradually dwindlie to abouwt one third by mid Plst
century. Differential growth will be evident also for the

Cpopulation of working age: tetal growth in the Morth,

beteweesn 1780 and the year 2000 will be 14 million, and 3
million between the years 2000 and ZOR0O, as against &2 and 77
for the vest of the Regilon. Estimates for the economically
active population reflects similar patterns. '
Changes of this magnitude are eoften seen as threatening some
kind of equilibrium that has actually never evisted.
Catastrophic conseguences are often feasred, forgetting theat
societies have a tremendous ability te accommodate change.
However, adding somg 200 million people in 40 years to the
population of the Region is, in itself, a2 tremendous
revolution. Consequences do not reside enly in the sheer
numbers, but also in the structural aspects of change. The
age composition is going to be affected, imfluencing
development; residential changes will be equally important,
since the large urban agglomeraticons will mainly grow in the
South-East rather than in the North. Mobility between the
shores will increase and mixing and intermarriage will
develoep. The changing democgraphic distribution will have
gecpolitical implications while the growing demcgraphic and
econcmic dimensions of the less developed areas will
stimulate North-SBouth human, commercial and financial
interchange.

The .tremendous potential Tor growth of the population of the
Southeastern shores calls for a reappralsal and stregthening
of population policies capable of seconding and stimulating
the signs of fertility decline already evident in countries
like Turkey and Egypt., Tunisia or Morocce. These countries
are already adopting populaticn policies tending to reduce
fartility, disseminate family plaming, improve maternal andg
child health . Other countries, however, hkeep a rather
neutiral attitude. It is true that lowering the birth rate now
will start affecting the inflow into the populaticn of
working age 1% to 20 years later , but many positive
tonsequences will be felt in the shert term. Smaller birth
cohorte meaan & decreasing inflow into the educational system,
improved education, a more efficient labor force. Less
children per. family imply an acceleration in the development
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cf female education, a higher rate 1n the formation of
private savings and a higher rate of investment.

Fopulation policy is politically a very sensitive subject,
although after the UN Mexico Conference on populaticon in
1984, it became apparent that by far the vast majority of LDC
countries are favowring or adopting pelicies divrcted to lower
the rate of growth and to curb fertility. Therefore, wherever
this is acceptable, aid and cooperation (both finarcial and
technical) in the area of heath and family planning should
be stepped up and no effort spared.

Differential growth of the working age population in the
Mediterranean area is sco high and concerns such a large
mumber of people that it 1is unthinkable that proeblems of
employment and underemployment of the Scuth—East might be
solved thirough migratlion. Froasperous countiries of the Morth
are reacting to a mounting demogrephic pressure and to
tightening labor markets with restrictive reqgulations and
policy regairding forelgn labor. We have estimated that i1 all
European countries were to increase the share of foreign
labor wup to 1D percent of thelr lagbor force by the year 2010
{a rather extreme hypothesig) the net inflow of foreign labor
in the next 20 yvears would amount to ' a quarter of a million
every year, betwesen 10 and R0 percent (according te the
hypothesis) of the estimated growth of the economically
active population in the Scoutheastern shores. However 1t is
pessible that in seme countries of the Northern shorees,
shrinking labor force, a conspicous infeormal =sector,
decreassd intermal mobility and a consplcous segmentation of
the labor market might encourage immigraticn.

Migration .is net proble-sclving by itself but, in the long
run, may combine its positive effects with the results

of cther acticns. The positive effects are economic, scclal
and political. The amount of worker' remittances is, in the
countries of the Scuth and of the East larger that the
deficit of the current accounts balance. Sccial advantages
will derive from the euperience gained by the labor force in
more advancead .contexts. Folitical advantages reside in the
links that in different ways are established between the
receiving and the sending community. Designing flexible and
realistic migration policies well integrated in plans for
econamic coeoperation could be a worthwhile challenge Tor the
Goverments of the three shores.
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Theaeriﬁ no doubt that one of the major challenges that
Egypt is faciﬂg ia its population which has already exceeded so
millions,.at as growing ratglof 2.8% per annum. A factor which
aggravates the situaticon is that 50% of the population falls .
under 20 years of age, thus, affecting the eize of the working

population negatively .

Meanwhile, the Egyptian economyiccntinued to suffer from
a seiies of Qﬁaggeflnq a&onomic policies that have had ‘their foots
since the fifties. Thé iﬁpact'thoaa policlies showed in intensivé'
shﬁta control cryetallizing in the dominance of a public sector,
alony with a market governed by price control, subsidized consu-

mption commodities and a nation-wide rationing system. The

* application of a rigid system of price control meant that the

government would maintain many commodities at a fixed nominal
lavel, ﬁhus-halping the average Egyptlian to avoid shaxp increases
in prices that cbuld reflact the universal wave of ciflatien at
the time. Fér yearé‘EgyptLan concumers were made not to face worlad
economic prices of energy and of many other Sasic commadities.

The gap between_market and administered prices continued to grow
wider, a feature that simply meant a heavier to the government

for the maintenance of tha system .



Yet, the seventies witﬁessed a serious shift in economic

- policy in Egypt with the adoption of the "opendcox” policy. From
'19?4 te 1980 ERgypt experienéed a pericd of ﬁnpxecedented economic

,grawth mainly because of & large inflow of foreign currency

through oil exports, flourishing touriasm , Suez canal traffic dues,
and large remjttances from Egyptians working abroad. Revenues

from these 4 sources kept growing, in nominal terms, at a rate of

~about 40% per annum, to account for over 70% of the total value

of Egyptian exports by 1980 , Exports of non-oil commodities
practi:ally kept stagnaﬁt, if not dropped. Imports witnessed Q
rapid groﬁth due to desvelopment programmes as well as the intro-
duction of new pattefns of consumétion. In brief, tha'situation
was that the flourishing inflow that the Egyptian eccnomy wit-

nessed during that period, was mainly due to factors beyond the

‘control of the Egyptian economy itself. Thus, when certain changes

océurred‘at the international level, such as the sharp drop in oll
prices during the first years of the eighties, the impact was

quite serious and resulted in sever puffarings.

Moreover, the financial structure of the country continued
to suffer greatly from a state of unbalance and disequilibrium

caused by keeping the public sector under administered factors,

-away from healthy market ones. This sector offered 40% only of

.G O P, at the time it accounted for 40% of total employment, 54%

of the value added, 60% of total expenditure, and 70% of total

'investment. The result shpwed in a budgét deficit amounting to



about 20% of GDP . About half that deficit was financed through
borrowing from the banking sysfem; Thus, thé eécnomy wvas subje-
ceted ;o sarious Lnflaticnéry-pressures. One positive feature to -
mehtion was thaﬁ'iﬁ spite of the growing defiéit in the bkalance
‘of payments, the situation concerning extarnal due payments con-

tinued to be manageable for a number of years,

- By mid-eighties, along with the serious fiscal defieit

Aof 20% oflGDP, the balancas of payments suffared a serious defieit
caused by the large cost-price distortions, declining oil.pficqs
and remittances from abroad, and by substantial increaaes‘in debt~

service abligationa. The situation called for immediate action.

To face tha siﬁuation, starting‘from the quptiah.fiac#l
year 34/1985, a number of corrective measures have been £akan.
Begide policien to improve production and increase producﬁ;vity,
these meagures have includad a vaxiety of policies‘mainly related
to fiscal, moneﬁary, foreign tradg and'balance,of paymenﬁé areas,
Examples are !

- reducing public expenditure ; .
= introducing Qreateﬁ price flexiﬁility:

~ the privatisation of ce:ﬁain imports and allowing for

selling such products at market prices ,



- incraasinqltaxes and fees on certain commodities and
sarvices; and , |

~ introducing a widewrangé tariff-reform (August 1986} .,

In May 1986, the government started consultations with Twe

on the introduction:of a comprehensive £inancial progrénnas that
the IMF andorged last month, In fact, aprt of this programme had

already been axplied, e.g. :

- energy prices (electriecity and petroleum) are being
increasedt

- = The government procuremant system of crops isbeing
4.terminated except £ro cotton, rice and sugar cane,
Procurament prices for agriculturai products ara
: being,inéreased '

- & term-exchange reform is being applied ;

- & term-structure of interest rates is being introducad;
and ‘

a wides-range pblicy of encouraging private investment is
baing adopted .

It was quite evident that the overall fiscal deficit
amcunting to 20% of GDP was the key factor in the financial inba-
lances from which the coﬁntry's aconomy suffered. During the Figcal

year 1986/1987 the government succeedad in reducing this deficit

o 163 of GbP . It 1= inctended that the deficit would be reduced




during the ccming few years by 2% of GDP annually, so that it would

not axcead .4% of GDP by 1991/1992.

Meanwhile, Egypt set up a new five-yeax plan of Economiﬁ ahd
Social Development covering the pariod from 1987/1988 to 1991/1992. .
Tﬁa plan reflects tﬁa country's need to re~evnluatekits scﬁnomic
stfategieé'on the one hand, and on the other presents a géod indica=-
tion of the general direction Egypﬁ's future dsvelopment is megnt

The Five-year Pian aims at the following :

1- Acﬁieving an aanual ?atelof growth of GDP of 5.8% . This is to
be realized through an investment expenditure that totals
.46.5 L.E. billiocn, of which 28.5 billien are allowadlfor the
public zector and 18 billion for thé private gsector. Correspo-
nding ;ectoral growth rates are 5,8% for the eommodity sector,
5.6% for the productive. serices sectéx, ;nd €.2% for social

services .

- Facing the deficit in the balance of payments through the
following measures :
(a) marking high priority in the allogation of investment to

the commodity secter including agriculture, industry etc..



Export—oriented'prdjécts and impbrthgbatituting ones

are given highest priofity ;} and

{b) emphagizing the need for increasing production and
raising productivity through the rehabilitation of

existing industriee and training pregrammes;

Maximizing the role of the private sector in the implementa-
tion of the plan. Thus, this sector is allowed about 40% of
‘invastmients identified by the plan, a share that did not exceed

25% in the first Five-Year Plan , nor 11% of total investments

during the early seventies.

Increaging industrial productien and exports to 13% and 5% of

current revenues in 1991/1992 against‘8.3% and‘4.4% in 1986/1987

(the base year for the Plan ).

Raising tourism revenuas by an average annual rate of 17.8%,

Maintaining the low rata of 0.7% for the increase in the consu-
mptien of goods, while raising the rate for the increase in

intermediata goods te 3.2% per year and reducing that for

capital goods to 3,3% per yvear .



Thig programme of reform may be coﬁsidared'a first step

‘in a long gdjustment process which needs the support of interna-

‘tional financial institutions and that of the donor/creditor

community .

In addition, we also realize that aleng with the support

of freindly countries, Egypt need to consolidate and increase the

flow of foreign savings whicﬁ ére‘di:ectad towards long-term
economic motries, provided that the benefits of joint and foreig
§antures can be shared in a way that allows Egypt,‘tcgathé; with |
foréign_investcré, to enjoy not only a sﬁort;term foregin exchange
flow, but also a steady stream of_net,beﬁgfita. In order to
achieve this, Eqypt-within its adpétea policiea - gives high
priority to maasureé that may strangthen thg country's ability

to encourage, evaiuata, salect and monitér long-term investment

projects of this nature.

-

+
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Situgtion économjque actuelle.

Avec 2 381 741 Km2 1’Algérie est oprés le Soudan, le plus étendu & lg
fols des pays africains et des pays arabo-musulmans. ¢
Située entre le 18° et 37° de latitude nord, elle comprend:

- au nord, les zones tellfennes et steppiques qul s’étendent sur ep
viron 381 000 Km2; |

- qu sud, les zones sochariennes qui s‘étendent sur plus de 2.000.000
Km2,

L’Algérie est un étot socialiste,option irreversible qul est regffirmée por la
charte notionale, source supréme de la politique de la notion et des
lois de 1’étot; le systéme institutionnel algérienne fepose sur le
principe du parti unigue ( Front de libérotion natjonal F.L.N.).

La Direction de lo fonction exécutive -est assumée par le président de
la république chef de 1‘étot et secrétaire général du partf du F.L.N,
La fonction législative est exercée par 1‘assemblée populaire nationg
le qui légifére dons le cadre de ses prérogatives.

A 1’echelon notionale, les instances suprémes du F,L.N. sont:

- le congreés : instance supréme du parti F.L.N.

- le Comité central (plus houte Instance du F.L.N. entre deux con-
gres)

- le buregu politique

L ‘économie algérienne est orientée et commandée par un systéme de pla
nification centrale (sur base quinquennale) lui-méme démultiplié par
des plans déglobalisés et annualisés,

Elle se situe qujourd‘hui dans la tranche supérieure des poys & reve-
nu intermédialre avec un P.N.B, par téte de 2.410 US $.

Les efforts du pays ont porté principalement en direction de la con-
stitution d’un Important secteur industriel (y compris les hydrocerbu
res et la construction, celul-ci représente plus de 50% du pib en 1984
contre 34X en 1965) avec un accent particulier mis sur les industries
monufacturiéres qul ont progressé, en moyenne, de plus de 15% par an
durant lo décennie 73/84.

I/l
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L’agriculture, por contre a connu un développement moins soutenu, ce
qui a entroiné une dépendance accrue gux importations des produlits
alimentaires, compliquée par une population crofssant & un rythme
moyen annuel de 3,1%.

Les moyens de cette stratégie ont €té fournis par l‘exploitation et
1'exportation des hydrocorbures (brut, gaz et dérivés),

L’‘Algérie s’est alinsi retrouvée dépendonte O plus de 90%, de ses ex-
portations d’hydrocarbures pour s’assurer des ressources en devises
lul permettant d’atteindre ses objectifs finals d’intégrotion,

Le premier plan quinguennal (198N-19R84) visalt une croissance du pib
de 7% 1‘an et un toux d’investissement du pib de 48,6%.

C’est ou cours de ce plan que les premiers effets de la. crise se
sont faits sentir par le retournement de tendance sur le marché des
hydrocarbures, |
C’est aussi au cours de ce plan, que les gutorités ont commencé @&
modifier le panorama de l‘économie par la restructurction des entre-
prises, le modeloge du pgysage des unités de productions agricoleset
des clrcuits de distribution des produits agricoles, En effet, ce qul
a permis de fonctionner et de progresser pendont 10 ans, avoit at-
teint ses limites,

Le second plan quinguennal (1985-1989) o été &laboré alors que le re
tournement de la tendance du marché pétroller étalt déja bien omor-
cé.

Aussi les objectifs ont-ils été moins ambitieux puisqu’il est prévu
une croissonce du pib de 6,6% et un taux d’investissement d‘environ
40% du pib, _

Qualitotivement ce plon a poursulvl les tendances déjd constatéc dns
le précédent, en l’occurence:

- donner une Importance plus gronde & lfagriculture et & son sup-
port hydraullque;

- poursulte de 1'améliorotion et du développement des infrastruc-~
tures sans lesquelles toute industrie risque de s‘essoufier;

- amélioration du rendement dans tous les secteurs de 1’économie.

o/
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A présent pour avoir une idée plus précise de la situation économique,
une appréciation de 1’état actuel et des perspectives d’un certaln nom
bre de secteurs importants est nécessaire,
Le secteur agricolc cst caractéricd par une dépendance aglimentaire qui
représentait environ 60% en 1980.
Le premier plan, en vue d’accroltre la production, s’est gttaché &
réorganiser le secteur socialiste, & oméliorer le dispositif d’aide au
secteur privé, @ accroltre les lnterventions des organismes de service
et de recherche,

L‘amélioration de 1’encadrement o permis un progrés certain dans ce do
maine d'autant plus que le secteur privé qui dispose d’environ 60% des
surfaces cultivables o eu un accéds facilité aux moyens de production.

Le deuxieéme plon quinquennal, o quant & Jul axé ses efforts sur 1‘ex-
tension des surfaces utiles, et 1'’omélioration de la disponlbilité de
1’eau,

De bons résultats ont été déja obtenus avec les récoltes de 1985 et
1986, bien qu’une part non négligéable de ces performances soit qussi
dues aoux conditions climatiques favorables.

On peut cependant dire que les dispositifs mis en ploce, la volonté de
rendre 0 }’agriculture une place {mportonte dans 1‘économie, par 1’amé
lioration des réseaux de commercialisotion qui sont encore soumis @
trop d'intermédioires, les prolets importants d’irrigation mis en oeu-
vre, le progromme de suppression de la Jachére, contribueront sans doy
te @ terme @ réspudre tout ou partie importonte du probléme alimental-
re d'autant plus que 1‘on assiste @ une mise en place rotionnelle d’un
contrdle du rythme de crolssance de la population.

L’hydraulique, support essentiel de ce secteur connait ainst un grand
développement: sept grands barrages ont été achevé: (autant qu’entre
1963 et 1983) au cours de ces deux derniéres années et seize autres sg
ront terminés d’ici 1990,

Ce progromme o permis en particulier, de résoucre définitivement le
probléme de l'olimentation en eau de 1a ville d‘Alger, opération qui
se poursuit en direction des outres grandes villes riu pays.

e
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D’autre part on considére qu’environ 1 300 000 hectares supplémentai-
res pourralent €tre uffectés & l’agriculture moycnnant une irrigation
convenable,

Incontestablement le secteur industriel a été le *fer de lance” du de-
veloppement de 1’Algérie. Il a atteint un stode de moturité techni-
que qul se revele @ travers un ensemble d’Indicateurs significatifs
(améljorations des taux d’utilisation des copacités de production, re-
duction des taux de dépendance ....).

Les unités de production ont été ramenées O des dimensions plus #xiles
d gerer qu terme du programme de restructuration entrepris en 1982,

Toutefols, les performonces économiques sont encore largement perfec-
tibles en particulier pour certaines activités du secteur des indu-
stries léoeres comme les cimenteries ou les conserveries,

Aussi le second plan quinquennal g Talt de ce secteur des Industries
1égéres une priorité notiongle dans le but de satisfgire les besolins

prioritoires, les productions stratégiques, ensuite de rédulre le dé-
gré de dépendance donc de poursuivre la politique de substitution des
importations puls d’oméiiorer lg gestion des unjtés Industrielles et
1'efficacité productive.

Moyennant 1o poursuite de 1‘effort d’amélioration, ainsi que la recher
che de nouveoux gains de productivité tout en déveleoppant une mentali
té d’exportation, le secteur industriel pourrait atteindre des scores
remarquables oussi bien sur le marché intérieur qu’ad 1‘exportation.

Le secteur des hydrocarbures qul o Joué longtemps le rdle du secteur
d’accumulation a subi les effets de la crise de moniére trés sévére.
En effet les recettes, sulvant le déclin brutal des cours du pétrole
ont été réduit d’environ 50% lorsque le prix du boril a atteint son
gours plancher au cours de 1‘été 1986,

Le niveou de production du brut s‘est stobllisé autour de 650 000 bbls
Jour pour en premier lieu respecter les quotgs de 1°OPEC et oussi o-
béir & la stratégle de conservation jnaugurée dés le début des années
1980, |

La production de condensat par contre s‘est accrue & 300.000 bbls/jour
dés que la production du gisement de Hassi R‘Mel g atteint son palier.
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Lo production de GPL @ 6té multipliée par trois pour atteindre 3,5 106
TM en 1985. Cette production est encore appelée & conngltre un essor,

{
La production brut de goz a atteint 98 109 m3 (doublement en cing ans),

lo production nette guant & elle atteignant 35 109 m3,

La production de GNL a pratiquement doublé (18 109 m3 en 1985) alors
que les prodults raffinés doublés aussi attefgnant 22 106 T en 1985.

Ces productions sont troditionnellement destinées ¢ 1‘exportation blen
que le marché intérieur qit connu lul oussi une forte progression,

On peut estimer que sur des ressources d‘environ 85 Millions de tep,aR
représentent le marché intérleur,

On note qussi une bonne réportition entre les exportotions et une di
versification qui a contribué @ emoindrir les conséquences de la chu-
te des prix et qul rédult les risques possibles,

Malgré la chute des cours, le secteur reste prioritaire dans les inve
stissement avec 31 109 DA prévu pendont le plon 1985-1989,

En particulier, 11 est prévu une exploration poussée du sous-sol sup-
portée par la promulgetion d‘une nouvelle lol et une poursuite de 1‘g
mélioration des récupérations et aussi qu‘une gugmentgtion des gains
de productivité,

Dans le secteur des transports qul a connu une phase d’expansion re-
marquable, 1'accent est mis & présent sur l’omélioration de -1a produc
tivité, le renforcement de l’efficacité,

Aussi la maintenance et lo réhabilitation ont été priviléaiés ou
cours du premier plan quinquennal, un total de 31 109 DA g été réall-
sé (80% de lo prévision) concentré sur les routes et voles ferrées,

L'actuel plan prévolt des engagements & hauteur de 54 109 DA ofin de
poursuivre 1‘effort engagé, qui est le complément nécessaire sans le-
quel l‘oméliorotion des performances de l’iIndustrie ne serait pas pos
sible,

L*infrastructure routiére représente 40% alors que le roll est 4 25%.
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L’accent sera mis sur la remise en état de 1’infrastructure existante
en particulier les voles ferrées et 1’omélioration des performances
des ports, ainsl que la réolisation d’une nouvelle infrastructure fer
roviaire,

Le secteur de l‘éducation et de lao formation @ constamment été la prig
rité numéro 1 depuis 1‘indépendance. En effet {1 ne peut y avoir un
développement économique sans la mise en place d‘un systéme efficace
d’enseignement et de formation.

Aussi 1‘Alogérie o consocré, sons désemparer plus de 7% du pib pour
construire son avenir par 1‘enselgnement,

En plus de lg nécessité et du besoin de formation de chocun, ces ef-
forts ont cussi été réalisés pour répondre & 1‘'cugmentation de lo
population et pour fournir une main doeuvre qualifiée & une indu-
strie qui se developpait 4 grand pas.

Ce dernier point a conduit d la créotion de technicums ou l’on peut
accéder aprés 9 ans d‘enseignement fondamental. Cecli permet de répon
dre ou besolin de formotion de codres intermédioiresquil se revelent étre
un rounge essentiel dans le cadre de 1'industrie et de 1’agriculture.

Le plan actuel prévolt un investissement de 45 109 DA dans ce secteur
dont 28% sont consacrés 4 la formation professionnelle,

~ Quelles sont les tendances pour 1‘avenir, sachant que le pays milite

pour une amélioration de la croissance afin d’atteindre un nivegu sg
tisfaisant. o _

Sur le plan macro-économique, nous assistons & lg mise en place d'une
politique volontariste d‘allégement des procédures et des pesanteurs
en vue de mettre en place des procédures faisant appel 4 plus d’inci
tations,

Cette tendance se ressent trés bien dans les différents secteurs pas
sés en revue, '

Aussi dans le secteur de produétion, la restructuration des
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entreprises a permis de mettre l’accent sur une plus grande respon-
sobilisation, d’éliminer au fur et & mesure les subventfons, ce qui
nous loisse entrevoir le dégagement de marge nette d’ autoflnancement
plus décentralisée.

Daons le méme secteur, blen que les Investissements d‘expansion se
poursufvrent & un rythme soutenu, comme nous avons pu le voir précg
demment, 1‘accent est mis surtout sur une réduction des difficultés
qul existent; lo réhabilitation et 1‘assainissement de la base déjd
existante est une nécessité et doit se situer & 1‘omont de tout noy
veau investissement ou risque de créer des distorsions préJudicla-
bles & l‘ensemble,

Quant au secteur &ducation et formation, 1‘accent mis sur la formo-
tion professionnelle doit &tre poursulvi en particulier sur le pro-
gramme de création de centresde formotion professionnelle.

Enfin pour le secteur hydrocarbure, l’avenir se résume, & accroltre
de manidre substantielle le rythme d’explorgtion, soit en effort

/)

propre, soit en association, car les ressources potentielles du pays
sont importantes, tout en améliorant les performances des compagnies

de service.

En conclusion, nous pouvons dire que les efforts engogés sur le ter-.

rain en matiére d’organisation devraient permettre de poursuivre la
‘crolssance du pays, en particulier préparer le relais gux hydrocarbu
res comme source essentielle d’occumulations qui déjd représentent
le quart des ressources (cf budget 1987) et mettre 1‘économie  sur
une voie d’expansion stable de niveau appréciable,
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ESTIMATION DE LA POPULATION RESIDENTE PAR GROUPE D’AGE
AU 1 JANVIER 1979 ET AU 1. JANVIER 1984,

ROUPE POPULATION EN :
D'AGE 1979 1980 1981 1982 1983 1984
I- 4 3,180 3,285 3.393 3,448 3,588 3,698
'5-9 2,674 2,759 2,849 2,945  3.039 3,138
3-14 2.346 2,420 2.499 2,583 2,666 2,752
5-19 1.985 2,048  2.115 2,185  2.256 2.329
0 - 24 1.546 1,595 1,646 1.701  1.757 1.814
B - 29 1,292 . 1,333 1,376 1.422 1,469 1.516
50 - 34 974  1.005 1,038 1.073  1.107 1,142
35 - 39 654 674 696 720 743 766
40 - a4} 643 - 663 685 708 730 754
45 - 49 603 622 642 664 - 685 707
50_- 54 495 510 527 545 561 579
55 = 59 381 393 406 419 433 448
30 - 64 323 33y 345 356 368 380
35 - 69 243 251 259 268 277 286
70 - 74 210 217 224 - 231 239 247
75 - 79 128 132 136 141 146 150
+ 80 B T 117 120 122 128 135
TOTAL 17.791 18.358 18,956 19,564 20,192  20.841
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MOUVEMENT NATUREL DE LA POPULAT]ON

by

RESIDENTE . .
nité : millier | | o
ANNEES  NAISSANCES ~ DECES ACCROISSEMENT NATUREL
1979 774 212 o 562
1980 797 205 594
1981 791 78 T 613
1982 808 180 . 528
1983 | 830 181 T
1984 | 850 173 - 877
 ANNEES TAUX BRUT DE ~ . TAUX BRUT DE  TAUX D‘ACCROISSEMENT
. NATALITE 0%  MORTALITE 0% NATUREL: 0%
1979 42,80 11,70 31,10
. 1980 ’ 42,70 10.9n0 31.80
1981 QIaoq. stqq - 31:69
1982 40,60 9,10 31,50
1983 40,40 8,80 31,60
1984 40,18

8,60 : 31;6()
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SANTE _PUBL IQUE
PERSONNEL _MED]CAL

.11

c)

1983

43.028 43.128

1979 1980 1981 1982 1984
Médecins :
- Etrangers 2,320 2,235 2,283 2,767 3.188  3.026
TOTAL 6,081 6,521 7.595 9,751 10,652 12.082
Dentistes : o | |
- Algériens 1,005  1.044 1,473 2,122 2,517  2.664
- Etrangers 178 137 130 191 239 216
TOTAL 1.183 1.181  1.603 2,313 2,853 2.880
Pharmacieps :
-~ Algériens 721 - - 1,093  1.095 1.137
- Etrangers 57 - - 82 64 . 60
 TOTAL 778 899 925 1,175 1,193 1,197
Nombre _d’habi-
tants : |
- Médecins 3.639 3,022 - 2,889 1,925 2.301
~ Etrangers 18.784 415.532 - 9,509 7.185 7.823
JOTAL 23.850  2%.619 - 17,173 17,184 18,329
CONSTRUCTION HOSPITALIERE
~ HBp1taux ;182 183 196 196 198 189
- Centre de Santé: 747 662 771 781 910 869
- Polyclinique 175 161 187 208 249 279
- Salle de soins: 1,422 1.364 1,438 1,425 1,664 2.197
- Listed'Hopitoux :45.160 40.708 . 47.360  49.680
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ENSE IGNEMENT PUBLIC

ETUDIANTS ET ELEVES INSCRITS

F.1z
a)

1979/80

ANNEE SCOLAIRE 1980/81  1981/82  1982/83  1983/84
‘SEIGNEMENT PRIMAIRE
(ELEVES INSCRITS) | 3.061.252 3.118.827 3.178,912 3.241.924 3,336.536
SALLES DE CLASSE 56.701  59.390 ' 62.676 62.627 71.065
SCOLES PRIMAIRES 9.034 9,263 9.339 9,864 110,266
TAUX SCOLARISATION | |
(6 - 13 ans) 76,3 77,4 78,0 78,8 80,82
E1GNEMENT MOYEN
SECONDAIRE
ELEVES INSCRITS |
MOYEN 737,894 804,261 891,452 1.001,420 1,126.920
ELEVES INSCRITS o
SECONDAIRE 185.391 212,497  249.245 279,299  325.869
TOTAL 923,285 1.017.118 1.140.697 1.280.719 1.452,389
DONT FILLES (%) 37,7 38,7 39,5 39,9 40,6
CEM & LYCEES 1,101 1.162 1.282 1.453 1,586
NSCIGNEMENT SUPERIELR
STUDIANTS INSCRITS
N GRADUATION ET |
20ST GRADUTATION 61,410 72,200 79,631 95,867

110,210
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NOMBRE DE TETES PAR SECTEUR f(milliers de tétes)

e

VOLAILLES *

BOVINS ~ PURE RACE | | |
VACHES VACHES LAITIERES _ OVINS ~ CHEVRES ~ CHAMERUX  CHEVAUX ppopurrs  viaw
1982 : | | f
S. Sociallste 42,2 42,6 1.271,1 14,0 5.2
S. Privé 852 66 1M.227,7  2.843,1 155.6 840,8  2.400 99.0
TOTAL : 894,6 1108,6  15.498,8  2.857.1 155.6 845,8 -
1983 : - , .
- S. Soclaliste 40,1 40,1 1.139,1 7,7 - 5,8 2.500 113.0
S. Privé o835 66 16.562 2.955 47,7 806, 1
TOTAL : 975,1 106,1 17.701,8  2.962,0 47,7 809,9
1984
S. Sociallste 39,0 39,0 867.8 L1 3,1 o
S. Privé 724,8 66,0 14.796,7  2.808,1 125,4 646,8  6.800 114.(
CTOTAL : 763,8 105,0 15.664,5  2.809,2 125.4 6498 -
1985 :
S. Soclaliste - 24,0 27,0
TOTAL : 761,88 103,0
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Superficles utilis

inité : hectare

LTU

ar 1’Agriculture

T

Secteur 1979/80 1980/81 1981/82 1982/83
Laperficie utile-S.R.A. 1.048,430 1.048,480 963,380 506.980
S.S 2,040,390 '2.040,400 2.075.630 2,344,470
S.P. 4,421.520 4,421,200 4,469,730 4,379,900
TOTAL 7.510,340 7,710,080 7.508.740 7.231.350
1.Terres labourables-Total: 6,858.320 6.868.110 6.858,810 6.567,880
Cultures hebarodes S.R.A. 591,400 525,100 426,490 232.550
S.S, 1,247,700 1.160.940 1.074.,670 1.148,290
- S.P. 2,052,390 1.862,450 1.761.100 1.715.220
Total 3.891,490 3,548,490 3.262.260 3.096.060
Terres ai repos S.R.A, 383.580 460.740 473,560 238,210
S.S. 497.060 584.430 707.470 - 887.440
S.P. 2,086,190 2.274,450 2,415,520 2.346.170
Total 2,966,830 3,319.620 3.596.550 3.471.820
2. Qultures permrmentes Total: 652.020 641.970 649,930 657.470
Prairies naturelles S.R.A. 3.050 2.620 2.160 1,020
S.S. - 5.990 5.400 6.650 5.070
S.P, 8.610 9.250 12.270 17.870
Total : 17.650 17.270 21.080 23.960
Vignohles S.R.A. 8.230 8.160 7.810 1.690
S.S. 162.530 162.490 159,190 159.630
S.P, 29,840 28,340 28.460 26.890
Total : 196.600 198,990 195.460 182.210
Plagntotions arbres
frultiers S.R,A, 62.170 51,860 53.360 33.510
S.S, 127.110 127.140 127.650 144,040
S.P. 248,490 246,710 252,380 273.750
Total : 437.770 425,710 433.390 451,300
2.Pocoges et parcours - Total: 31,660, 980 31.661.240  31.598.370 32.050.910
3.Terres n/Productives des exp,  41.700 41,700 38.020 21,350
ogricmles S.R.A.
S.S. 48,920 48.920 47.600 50.070
S.P. 25.1% 255,130 269,320 354,580
Total 345.750 345.750 354,940 426,000
Total (1 + 2 + 3) 39.517.070 39.517.070 39,462,050 39,708,260
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F.1S

AGRICULTURE g)
PRINCIPALES PRODUCTIONS
1té : 1 000 quintoux
1979/80 1980/81 1981/82 1982/83 1983/84  1984/85

3régles dont 24,209 18.316 15,232 12,980  14.417  30.030
16 dur 9,265 7.681 6.326 4,920 5.752  10.340
16 tendre 5,850 4,503  3.445 2,978 3,002 5,420
rge 7.942 5,248 4,834 4,468 5.111 13,160
woine 1,102 859 601 493 515 1.100
.6gumes secs 518 507 332 361 471 460
ultures moralchéres - . '
ot 14,270 12,978 12,366 13,748 15,400 |
>, de terre '5.906  5.282. 4,151 4,907 4,903 7.240
Tomates 1,823 1,342 1,940 1,597 1,520 1,450
dJignons 1,179  1.258 1,129 1,214 1.905  1.370
Melons et Postéques 1,725 1,792 1,932 2.069 2,688 2,800
Autres - 3,637 3,304 3.214 3.315  3.534
Cultures Industrielles 1.8 - - 1.951  1.442
Tomtes industrielles 954 1,686 524 918  1.377  1.370 -
Tabac 3 58 45 33 65
Betterave sucrlére 494 635 350 995 -
Oléagineux . 5 20 17 3 -
Agrumes dont : 4,217 3,555 3,194 2,554 2,854
Oranges 2,807 2.296 2,009 1.618 1,829
Clémentines 1,031 1.164  1.080 805 -
Arboricultures dont : :
Dattes 2.007 1,953 2,065 1.815 1.827 1,000
Figues fralches 694 706 ~ 187 385 314
0lives 1.034 2,136 1.433 1,353 1,020
Amandes 39 70 67 53 -

. Autres fruits 1.032 1.341 1,393 1.600 -
Vigne & vin 2,838 2,669  1.400 1.875 1,393
Raisons de table 807 661 700 . 771 807
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EVOLUTION DES IMPORTATIONS DF MARCHANDISES EN PRIX COURANT

1979 1980 1981 1982 4 1883 T 1984

Prcladults alimepn 51743 7.78L,8 8389 8A4 177 929 R8BS 7.833
taires .

de base destinés 1.9%2,9 27181 24039 25733 3,024 3,022

g 1’'industrie

de ko bose destinés 68,5  740,0 21,9 - 90,0 991 780

O la consomngtion _

Transformés et des  1.674,2 25970 3.5%7,9 2753 2,176 1,738

stinésd 1 ‘irdustrie | — |

Transformés et des 880,7 175,7 1852 2.%%6.,3 3,018 2,293

nés d lg consom, .

Aoros. industriels  10.8%4,5 13.680,4 17.468,6 17.26,3 34,9 U.693 B7 21.627
. Prodults de base 972,3 99,0 1L45L7 1,226 1.557 . 1,856
- Procuits ayont 9.862,2 12,683,4 16.016,9 15,983,7 1.6% 19.771

sbis une trans- :

formution .

- Huile et lubri-  5%0,0 853,4 846,1 368 0,6 81 18 - 8%
fiots : _

- Machines et biens 10,6887 11.320,9 11.831,1 1L.982,6 24,3 1284 28 12.029
équipements

- Matériel trans- 33707 4.0761 7.0839 7,537 148 5062 102 5.626
port

~ Biens de consom 1.177,9 2.697,0 3.1925 37965 76 390 &0 3,203
mation industriel

- Divers 10,0 6,1 8,7 | JD.O 124 5
- Total 32.375.1 40,515,7 48.779,8 i9,383,8 100 43.782 10,0 51,257
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ESTIMATION DE LA DEMANDE EN MAIN D;OEUVRE QUALIFIEE
ET SORTIES DU, SYSTEME EDUCATIF

_ — ———— == —_ ——— e ———
s T RN N e e M s N e e e e e e e e

Besoins

1)

'Prévislons - Ecarts
Nouvegux de Sorties .
1985-89
" 4iveau 6 Cadres Superieurs 83,800 77,000 (6,800)
DONT | ﬂ
Ingénieurs . - 32,200 10,000 - 22,200
-1ng. Agronomes et Forestiers 2,500 1,600 {900)
veterinaires = - 700 600 (100)
- Architectes etc. . 3,400 1,000 (2,400)
Juristes 3,200 3,500 + 300
Medecins 10,000 7,700 (2,300)
Dentistes 3,000 2,300 (700)
Pharmaciens 1,600 1,500 (100)
Niveau 5 Techniclens Superieurs 174,200 83,000 (91,200)
DONT | |
Agriculture 5,000 1,800 (3,200)
Technologle 70,000 1/ 10,000 (60,000)
Sante 25,000 1/ 18,000 (7,000)
Enselgnants (PEM) et Formateurs 49,000 44,000 (5,000)
Niveou 4 Techniciens/ﬂultrlse 164,200 152,000 (12,200}
DONT
Agriculture 12,000 4,700 (7,300)
Industriel 13,700 12,700 (1,000)
Enseignants Primaire 35,000 47,500 +12,500
< Sante 10,000 18,000 + 8,000
Niveay 3/2 Qualiffe et Semj Qualifie 425,800 408,000 (17,8b0)
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Suivl duPremier Plon

Progrommed’ Investissement Ou detléwm: DLIUH Winaaony. .

Ouinquennal 19801984 (Mflijoirds de DA de 1934) m
tevort | Revort ] Dépenses | Dépenses| Coiits [Réalisa [Réaiisa
nminol du| effectif | DIffé- | Prog, |d’'lnvest. | @ réali-) total |tions | (tlons iy
Plon précé} du Plon | rence | nou- |planifiés| ser ou | des projnitiales|révisée s
deat en DA ] précédent| (2)-(1) | veaux | pour déla de | orommes [prévues |prévues o
courants DA (1984) 1985-1989 1589 envisa-{ pour pour L
oés 1986 1986 .
(5)+46) 5
(1) {2) (3) (y) 5) 6 (7) ) (9) -
o
INDUSTRIE 164.5 52.9 -111.6 198.7t 174.20 77.90 251.6 28.2 2.1 e
dont hydrocarbures (15.0} (26.5) 39.80 1.70 (81.5) g
AGRICULTURE 43.3 - 34,34 | 9.0 | 81.08]| _79.0 6.2 154921 1.8 | 10.0 =
* Forét 110 850] 7.0 1.1 1.0 -
* Agriculture 9.00 35.0 | 30.0 4.7 3.9 -
* Hydroul lque 24.00 36.72 1 al.0 5.8 5.0 =
* Peche 0.2% 0.86 1.0 0.2 0.1 ';__
TRANSPORTS 13.6 6.41 1.2 15.41 | 15.0 6.52 21,52 2.6 2.1 =
INFRASTRUCTURES ‘
ECONONIQUES 36.8 38.14 1.3 45.60 | 61.7 31.50 93.20 } 12.0 9.7
* Commmicot . Hors rail 8.78 17.0 18.5 8.50 4.9 3.6
* Infrastructure ferrg
viaires 5.84 8.8 17.8 6.80 3.0 2.0
* Télécommunicot lons 7.35 6.7 8.0 6.00 1.3 1.1
* Stockage-distribut ton 13.65 11.3 15.85 9.16 3.0 2.7
* Zones Industrlelles 1.52 1.8 1.50 1.00 ¢.3 0.3
ITAY 2.8 61.42 | -10.6 | 65.50, 86.%5 38.47 | 124.92 ¢ 10.3 8.8
EDUCAT JON -FORMAT 10N 60.% 33.30 -27.1 31.50 [ 45.00 19.80 64,80 | 9.3 7.8
INFRASTRUCTURES SOCTMLES 19.6 21.33 1,7 35,28 | 18.90 38.61 56.61 4.8 5.0
dont sonté (13.27 (21.50 | ¢(10.00) (24,77} | (20.77)) (3.0 (2.%)
EQUIPEMENTS COLLECTIFS _13.0 22.67 | _19.7 | 25.47| 51.65 15. 62,111} 17.6 14.8
ISES DE ISATION _19.6 _8.20) -11,9 | 25.00( 13,00 15.2 33.20 | 2.8 2.0
DIVERS 186 | _18.1
TOTAL 2.8 306.77 | -136,1 |521,61 | 550.00 278, 828,38 | 9.4 8,3

&7°d




on lnstaliées, production ré
{quelques blens industriels)

= . Accrolssement Indice volume Toux d*utill- Toux de réolis

Copocités | Copoc | __Indice . i

apOtiies [tooaclies | _des 1165 Production réalisée |proguc. | copac. | satlons copacités|tien objectifs

afin79 | o fin 83 ag’“ P_"sgl" “’J‘g"fs 1979 1984 | 1985 { 85/79 | 86/79 79 85 st | 8

Mineral gde fer (103 1) 4.615 4,615 - - - 2.864{ 3.60| 3.3%] 10 100 | 4z | 75¢ g5 | 97%
2inc {10° ) 16 2.2 - - - 8.81 23| 2%.21 298 139 55T | 1183 951 | aax

Phosphates (162 T) 1.150 1.850 - - - 1.062) 1.000 1.271] 113 161 o1t | 66 807 | 102T !

Sel (10° D 146 178 - - mwe{ 182 163 112 132 1002 | 91T Qx| 791 :

fFonte (103 T 480 1.200 100 390 - 4967 1.176] 1.962 25 352 103X 872 95% 921 1

Acler (102 ) 636 1.129 209 6 5 g32| 1.183] 1.246] 288 213 68T | 93 943 | 861 .
Lominés (107 T) _ 400 586 539 345 - %3] S 682 759 397 662 | 43T 761 | 881

Rond @ béton (103 T) u 275 429 - - - 26| 282 265 123 156 79T | 6z 1002 | 87 -

Eabal loges mécaniques (107 1) %4 40.6 s.1! o.01 95 | 2.8 29.8| w9 149 159 o | 722 722 | 951

Clunente.ann'mrleuo’n 70 114 22 12 7 67.51 114.9] 126.6 188 221 9%1 92 972 L s S

Wogons {(inités) 334 338 107 - - 334 895 857 257 268 100% 96X 105F | 102% -

Camlons (U) - 4.300 - - - 6.082) 6.619] 5. 9% - - 1352 1008 | 85K

Bétonnidres (U) 1.575 4.070 33| - - 1.181( W.0s2) w.usi| 389 261 722 | 1082 101z | 1061 °
Compresseurs (U) - - - a1 565 - - 16 - - - - - -
Motewrs diésel (U) 6.220 8.300 - | - 1.875 | 6.220| w.9%| 12.0%] 193 164 1008 | 1%s% #5x | 01z
Trocteurs ogricoles (U} 4.000 - - - 1.498 | 4.886| S9! 6.20{ 128 157 1222 | 156 88x | 89
Moissonneyses-batteuses (U) 371 601 - 149 299 371) %90| 700 189 780 1008 | 67% 781 ] BST
Autobus (U 700 700 - 50 100 sal 731 636[ 121 121 752 | oz w4z | a5y
Motocycles (U) 27.672 | 45.510 | 1.4%] 1.000 ) 2.000 |27.012| wom!|a7.4m| 176 181 ggx | 951 07z | 99
Cycles (1) 17325 | 33550 | 9su7| 7.903 | 4.000 (17.35)wow{w.n3 273 317 100z | ouf 100z ] 931
Parpes (1) 565 | 19.050 | 6.05¢] 3.800 | 4.800 | 3.800| m.em|17.58) %61 600 851 | 612 g9z | 119%
Vannes et roccords (U} 66.000 | 66.000 277) 10,000 | 2.500 |93.000| s0.98| q1.416 2 119 18T | sax 131 ] 862
Robinetterie (T) 1.720 1.720 - - z 13! 125 1ms! 7w 100 ux | 7 %3 | 91
Fraisures () - 150 - - - - 92 97 - - - (5% 4 - 693
Tours (V) - - - - 20 - 65| 61 - - - - - 9%
Compteurs électrioues (U) - 152.000 (108.000] - - O w20 - - - 100Z - | 100z
Compteurs & eau (U) - 120.000 [120.000| - - - |13%6.000 | 143.900 - - - 102% - ] 11z
Compteurs & gaz (W) - 80000 - - - - {.20|2.000 - - - 342 - sz
Cbles Electriques (107 [} 2.7 5.2 - 7.7 | 1) 17.2} 19.6} 131 145 ox | 7 sgzx!| o0x
Cibles téléphoniques (107 T) 3.1 3.2 0.2l 0.3 1 4.1 2.9] 2.3 56 152 122 | aex 1022 | 1022
Récepteurs radio (U) 235.000 | 235.000 - {300.000 |53.000 \uo.09 g.m 314 228 71z 8| Nz
Récepteurs TV foir et bfonc (W) | 100.000 | 197.000 | 53.000( 50.000 | 40.000 |5.000 PID.2G (7L.SIB) 499 240 st | ax 99z | 1007
Récepteurs TV coulewr (#) 26.300 | 90.000 - - 50.000 | 7.000( &2.0% |87.163| 1.245 532 71 | N ax | 961
Centroux téléphoniques (1ignesy B50.000 | 80.000 - - - {10.080i83.000|43.013] 398 100 183 | 543 97x | 7ax
Postes téléphontques (L) 140.000 | 140.000 - 1.500 | 1.500 (20.000 J0v.5X0 81.625) 408 102 M | s: o0x | si1
Réfrigérotenrs (U) 36.000 | 115.000 { 5.000{ 18.40D - 37.400 0.0 hoe.016| 273 332 104 | 692 80z | 79
cuisintéres () 18.800 { 75.900 | 2.100] 15.100 - [1.s08l73.766179.232] 21 493 631 X 922 | 862
Chautfe-eou bain (U) 20.000 | 82,200 [-50.300] -19.400 |-148.000 {18.900 [29.426112.236 6 |- 200 - - 93 | 98t
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Produits des industries légéres - Capochtés_Installées et production
] Toux d'utiliso- | Toux de realisotion | Objectifs| Objectifs
Capoc ftés Oblectifs de Product lon
instol lées roduct lons réal Isée tion des copocités des objectifs . (p|1-986 ) pm:n’:ggnlf
(1984) 83 84 83 B 83 Bh 1] 83 B4 oduc c""":sm”ées 0

Clments 10° T 10.000 5.723| 6.750] 4.776 | 5.539 4sz 552 7ur | 8ux 821 6.900 692
Prodults rouges 10% T 1.990 1.392f 1.586] 1.513 | 1.861 761 83% 812 [ 109 | 105 1.747 88%
Céromique correaux 10° W 2,650 | 2.300| 2.200| 2.019 | 2,040 | 76X 75% 93¢ | 88 | 931{ 2.300 87%
Céramique sanitoire 107 T 29 1% 12 1.5 12 49% 392 82% | 1052 902 y7 75%
Menuiser fe générale 1P W 4,448 2.171| 3.e04] 904 954 352 212 813 | axx 261 2.300 52X
Prifobe Iqués pois 107 W2 119 115 119| 129 12l | iz 1082 6T § 1123 | 108X -
Verre plot 107 T 15 6 13 30 13 197 851 98X | 48% | 100 2% 173%
Verre creoux 10° T 76 42 u7 41 43 541 571 gy | 97X 9% 55 722
Céramique vaisselle tonnes 18.100 12.870¢ 16.300| 9.69) |10.25) 5% 71 nd Fi 4 631 12.900 71z
Papler impresseur écriture 163 T £S 1)) 37 29 32 sax 78% 76T | 73x 851 5 124 - 861
Papler corton ensbollage 10° 7 89 67 69 B4 67 i1 4 76% 751 | 95X 981
Semoule 10° T 1.219 1.195} 1.121] 1.124 | 1.205 WL 99X 98x | o9ux 99z 1.240 1022
Forine 10° T 1.105 1.150] 1.323] 929 | 1.032 86X 931 852 | 81 921 1.200 109%
Hulle Giigentaire 109 1 285 290 24| 279 275 973 971 1087 | 962 933 280 o981
Savons 10° 7 82 IR 73 77 77 94 943 951 | 1031 | 105% 74 9%
margarines, Graisse végétale 167 T 27 19 19 15 15 571 57T 86X | BIX 81x 19 70%
Conserves de légumes 107 T 27 y 3 3 2 1 a8 8 | 75% 66% ” 891
Concentré de tomates 10° T 15 8 17 7 18 4sx 1 851 | 81 | 1042 34 227%
Foux minérales 10° WL 1.610 1.1907 1.2%4] 1.054 | 1.129 663 704 731 | B9X 872 1.650 1022
Bolssons gazeuses 107 WL 2.854 1.437] 1.930! 969 | 1.610 391 46z 672 | 671 681 2.300 811
Cloarettes 108 poquets 1.030 80y 804 769 799 751 77% - 9% 991
filés coton tonnes 3020 | 29.355] 29.2652%.636 [27.194 7 80L 7Ix | 8uz 93z | 27.500 81X
Filés laine tonnes 8.371 7.110) 7.203| 5.911 | 6.189 63t 663 70T | 83X 86X 9,600 1023
Tissut finls coton 10 ML 120.399 | 95.055] 89.696|86.254 |86.963 ¥ d 72X 81X | 91% 97% | 87.000 72X
Tissut finls laine 10° AL 34.02 | 16.949} 15.903| 8.831 | 9.721 y. 4 -29% 99z | S52% 61Z| 13.000 381
Tissut finis sole 103 ML - 12.544 8.202} 9.102| 8.663 | 9.987 691 73% - 106X | 110%| 17.000 1362
Couvertures 103 pléces 1.459 1.319| 1.108| 1.509 | 1.371 | 1032 T 4 8ux | 1141 | 1243 1.400 951
Chemises 107 articles : 3.37% 3,165 2.925| 2.355 | 2.654 62X 79% 89z | 74X 91X 1.800 551
Articles choussonts 10° pléces , 5,106 2.892| 2.956| 2.795 | 3.112 701 762 708 | 872 | 105% 4,500 1101
Chaussures 102 poires 18.783 | 18.281| 18.783|16.780 |18.1%8 97z 97% 99t | 922 97% | 21.000 1122
Maroguinerie articles 2.175 2.051{ 2.125] 2.508 | 3.058 | 1263 180X 100X | 124% | 1aa% 4,100 1932

T2°d

-

7 " hIL

E5iST L3,

J3L04NT

DWETI



\.\I_Jl‘l.l_'_'r-'-.'_"l'_‘u' L2003 Lirwiee |-rm_r-¢|'|".»'

AGREGATS PRINCIPAUX

Millions de hlnars

v .
‘-r' ’

1980 1981

1982 1983 -
oduction intérieure| 143.703,6 169,413,7 182,272,6  202.010,0
ut
-oduit Intérieur brut| 162,.867.5 191,847,0 208.747.,8 231,945,0
syenu notional 144,639,6 171,185,2 - 186.356,8  207.108,0

Jux croissance an-

delle (2)

rix courants , |

QPIB 26,9 17,9 7,6 10,8
_e PIB . ’ 26;7 17.!8 8;8 11;1
2rix constants ‘79

La PIB 2,8 2,9 5,3 5,0
Lg PIB s/5 Hydrocar- 7.9 6,8 5,0 6.7
bures \ '
Ratios choisis en %

Exportations / La PIB 39,4 39,4 23,4 32,5
Inportations /g PIB M4 34,9 33,0 2,8
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JUSLIES TNDIC ATEURS DE -L'ECONOMIL TIRMISIENNE

P A LA VEILLE DU VIT PLAN

L'annde 19C6 zura ¢té pour 1l'économie tunisienne une année charnidres

- Elle corresiond & la fin d'une période, celle que couvre le VIZ
rlan de develoupe. et iconomique et Bbcial (1982 - 1986) .
- C'rot aucui 1o y3jriode qui a vu la conception et 1'élaboration
des gr;ndes litnes de la politique de developpement pour la prochaine
cuinguennie .
"= Cl'agt suirisut ltannie, ou consciente des risgques que font reser les
dé:éq:ilih?ns cutiricurs sur 1rs acquis de‘JO ans de developpement. la '
~Tunisie s'cot engasde dano vn processus d'éjuqtement structurel tendant 2
réduire lcs rigiddtic qui caractérisent 1'économie et & assainir la situation

finznciiire du vays .

Peut -.?trr arrcii-il intéressant-afin de situer 1'état de 1'économie
tinisienne dans cr io cocnjonciure particuliére = d'évaluer les résultats les
Filus sigmificatiis enregisztrés durant la période du. VIEé plen, puis de présen—
ter le schéma de cevelop: enrnt retenu par les planificatrurs pour les 5 pro-
ckaines snndes y ¢% eufir d'exposer les principales réforues contenues dans lé
pregratitne de redr-ssenent et qui devraient permettre la réalisation des

objectifs du VIIC plan .

4 —= Le Bilan du VI: plen (1982 - 1986 )

Selon un bLilan provisoire du ?Ié‘plan, le taux de croissance du FIB
ne s'~st ¢levd que de 3% par an au lieu des 6% prévus, les créations d'emploi
n'ont atteini que 00,000 conire 270.000 prévus, ﬁalcré le dépassement de
ltenvelom e utinve stiucenrnt, tandis que la consowmnation 8 progressé & un
taux (4,Z) supérieur & celui_du PIB et que les exportations ont regressé

de 0,9 % per an . . yeo

Zn outre, lrg finsnces ﬁubliques-ont accusé un défigit représentant
pour la période 6,1 %> du FNB ot Le déficit courant de la walance des paierents
s'est a_gravid du Jait d'une rrogression des importations plus importante que

celle des exyortaticons .

Nous donnora ici érs résultats plus détaillés pour la péricde 1988-1986..

4




de l'z2griculture ot la pRche 39,4‘% le-secteu; de 1'Industrie, 36,2 % les

- la production

Aprds la staénatién de 1982 dlle pour l'essentisl & la conjoncture écqﬁoé
minue internationale,la croissance & .repris durant la période 33 - 85
aitieignant YN faux annuel de 5'% en moyenne, pour fléchir i nouveau en 1986
sous l'effet de couses cunjoncturelles ¢ chute des prix du péirole, événements.
dang le bassin mé:iterranéen; conditions climatiques défavorables. La croissane
ce a2 ainsi été d- C,7 ;. pour l'année 1986, et de 3) pour 1'ensemble de la
piriode 1982 - 1936 zonire un taux de 5,6 % réalisé a2u cours du plan précédant
(1977 - 1981 ).

Plus préecisectirnt, et au niveau des secteurs, les résuliats enregistrégs

peur la période i{ont reusortir s

- Uns pro_ression trés modérée de la production agricole + 0,9 % ,
an rapport aved la izible productivité du secteur .

~ Une crcissance de 5,7 §5 de la production manufacturidre, supérieure
4 la crcisscance lobale ; mais en retrait de 5 poinis par rapport aux prévie
gions du plan-. ‘

= Unr croicccnce an 1,2 % du secteur des Industries non manufacturiéres,
gui wa¥ue en fait, la rrcession qqirtouche_ce sect ur depuis 1985, et tout
tarticulidrenent les hydorcarbures et le BTP.

- Une évolution noyenne du produit des services + 3,3 % par an s €0

dépit d'une baisse de l'zctivité touristique =e2,1% par an .

~ L'emnloi

Si au cours de la période 1972-1981, la demaznde additionnelle d'emploi
a2 ¢1é en bonne partie, satisfaite grlce & des créations d'emploi conséquentes
et & 1ltappoint de lﬁémigration; la période du VI& plan a &té caractérisée par
1'aceesntugiion du décéquilibfe du marché de 1l'emploi 3 les créations d'eaploi
(200.000) ont ccuvert utins des 2/3 de.la dezande additionnelle (324.000) et

l~s wouvenents ni_ratoires se sont inversés au cours de la période. Celd

[H]

'~st traduit par un chﬁmage_impdrfanﬁf(évalué 4 270,000 soit prés de 14 %
ée la populaticn zctive rar l'enquéte/emploi 1986 ) composé pour 25 % par
érs denandetrs de srexier emploi, pour-35 %.par des chdmeurs saisonniers ou
victines de la'répession de certaine secteurs et pour 40 % par dea ch8meurs
de longue durie zour la plupart depourvus de qualificatioﬁ .

= L'Investicceiord ‘ *

'

La périour du VIZ plan a vu la réalisation d'un uantant global d'inves~

tizsruent de 8595 1D 1 16,4 % de ces investissements ont concerné le secteur

\

. ol . .
services dont 13,2 % pour les logements, ~t 8% ont &té consacrés sux Squipe-

Bents collectifs .




S

En outre; la r.poriition par agent montre que le secteur public a réa~
lisé la plus crande par'ie de ces investissements coit 56,1 %, tandis que les

entreprises privies n'ont contribué que pour 27,5 % et les ménages pour 16,4%

Da la sorie, les investissements productifs 34 fort contenu d'emploi
- ne représeatent ue le 1/£5 dn montant global contre 2/5 pour lea investisse-
enis productifs caritalistiques et 2/5 pour les infrastructures et les

logementsge

- La-consommation

-La consomnation qui a augmenté rhpidemeht durant les 3 premiéres années
du VI: plarn a pl Btire .citrisée depuis, grice notamment 4 la modération ‘
des dépenses publiques nt & celle de l'évoiution des revenues salariaux.
la consommation a ainsi progressé de + 4,2 % par an en moyenne sur .
i'ensémble de. la périods . ) _

= Les exportations

Les exportations ont connu une évolution inverse sur la période

- Evolution trés moderde pour les 3 premidres anndes (1,4 % pour les
exiortation hors lnergie et + 2,2 9 pour les exportations totales nettes

des imporiations d'énercie).

- Rapris~ en 1985 et 1986 avec une progression annuelle de 6,2 % pour
les nxporpatibns hors énrrgie et 3,2 % pour les exporiations totales nettes

des impestations «'éurrgie ).

- Toutefdis, 1'évolution 1a plus remarquable concernerait pldtat la
structure de ces exportations, puisque 13 part des exportations d'énergie
qui était de 38 < en 1981 n'a représenté que le 1/4 des exportations totales
en toyenne au cours du VIS rlan avec une tendance neite & la baisae, tandis
que le part des autres produits a sensiblement augmenté. C'est notamment le
cas du textile dont 18 part ost passée de 11 % en 1981 3 15.% en 1986 .

« Les finances publisues

Les dépenses publiques ont.fortement pfog&essé sur la période 1982 -
1984 ¢ 1751 % nar an conire 14,7 % seulement pour le PIB & priX courants, du
2ait d'une intervention plus massive de la caisse de compensatiog, de 1'aggra-.
~ vation du .service de 1la dette avec la hausse du dollar, de 1l'augmentation
drs dSpenses d'éuipement et des hausses de salaire dens la'fonction publique
‘en 1982 at 1983 . | |



Pe la sorte »~%i maleré le renforcement de la pression fiscale gul
est passée de 21,5 ;; du PIB en 1981 a 23,3 ﬁren 1984, le déficit budgétaire
a'augmnnté de prés Je 63 %—ent:e 1982 et 1984 . '

Depuisz, les pouvoirs publics'ont deployé dems efforts pour la mafirise
des dépenses, mais dent les effets ont 6té en partie attenués par une raié-

Y

" faction des rescources consécutive & la chute des priw pétroliers. Ce qui »

au total, dchouche sur un déficit budgétaire important pour l'ensemble de -

la période reprécentant 6,4 % du PEB o

- La valanen deg toiements ¢

Durant les 3 ?r*miéres années du plan, les importations de biens et

services on% progrissé beaucoup Plus vite que les exportations (respective=

ment 10 % et 6,2 % par an , a prix courants ).

Cettr évolution s'explique en partie par les Pressions exercées par
la drrande intérieurns ~t les difficultés rencontrées par les exportations,
en partie, dgalewact, par les fluctuations des taux de chamge ainsi que

par la détsrioratinn ¢r5 termes de 1'échange.

A pavrtir de 1985 et jusqu'd 1'adopition du programme d'ajustement,A

les ei'forts das pcuvoirs publies ont porté d'une part sur la rationalisg~

tion de la dewands intirirure et la relance des exportations, d'autre

vart cur un contrdle rigoureux des importations .-

Celd n'a touin Tois pas permis de renverser les tendances puisque
pour l'ensecble de la période, les importations se'sagﬁyﬁccrues & un taux
(7,6 i- par an ) plus ilevé que celui des exportations.’d; qul staest traduit
par un déficit courant cumulé de 2683 MD soit 8,7 % du PNB . '

Par ailleurs, lec fluctuationa des taux de chenge expliquent en graﬁda
.partiq 1'ivolution du poids de la dette extérieure dont 1l'encours & presque
triplé entre 1981 ~% 1986 passant de 1593 MD et 38 % du PNB & 4200 MD et
538 ;4 et dont le corvies a atteint en 1986 le 1/4 des recettes courantes

dfnxportation .

Tels sont, rn bref, les principaux résuliats gui ressortent d'un

bilan provicoire de la avinquennie du VIe plan et qui se traduisent dans

- 1'ensemble par des -icarts importants par rapport aux .prévigions des

planificateurs »

Cleat ainsi ou'd la lumidre de ces résultats et des contraintes

dé.ocraphique ,sociale, dconomique, et financidre qui péseront sur la Tunisie

wour les anndées 4 venir qu'ont été établies les ,grandes orientations du

VIfE,pLan e développeﬁnnt .
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2 = Les orientations do VIIZ plan (1987 = 1991 )

Ia p011t11un ‘ia developpement pour les 5 prochaines années devrs

revonirﬂ a4 3 prdocenpations majeures 3

_ — i'aire Tace au probléme de l'emploi qui se posare avec plus
d'acuité durant le prochain quinquennat au cours duquel la population
fassera de 7,5 willions-a 3,5 millions d'habitants ~t la demande addition-

nelles d'amploi sera da 345.000 .

- Poursuivre la diffusion du developpement dans les différentes

+

rézions de lafRepub.ique .

~ Bt surtoul, waftriser la balance des paiements.

EW Sgard 2 ees préoccupations, les planificateurs estimant que
la prolongahnﬁt den trindances actuelles notamnent en matiére de demande
intérieure condnirvait & un déséquilibre et un endettement extérieurs
insu;hortabies et nuluna cbmpression draconienne de la demande intérieure
svec l'ezporiation couiie moteur quasi-exclusif de la croissancey est une
alternative peun réaliste ont retenu un schéma de developrement intermédiaire
qui essaie da concilier i'impératif de developpement et de créations d'emploi
avec celui dn retour & une situation acceptable de la balance des paiements

et de l'endattemen’ du nays .
Les caractiristiques de ce schéma peuvent Atre ainsi résumeea ]

- Une croissance annuplle moyerna de 3,8 %, "tirée" par les
—vortat1on, qui devront progresser au taux de 5, 7 %4 par an & prix constants
et par 1l'agrieculture dont la valsur aaoutée est tenus de réaliser une

croiszance annalle moyenna de 6,1 P

- = La naliris~ de la consommation dont la progression serait en

retrait d'uni1) point e 1a.croissahce du PIB.

- L'orientaﬁion*dés investissements davantage . vers les projets
productifs -eu capitalistinues et ceux poftaurs pour l'exportation. 4 cet
srard, il aut peéva une intervention accrue du @eeteur privé et la réparti-
“ion suivanie selon Ll shcteurs o &friculture: - 20 %

Industrie'manufécturibre 18 %

Industrie nén manufacturlere 16,3 %

Serv1ces et equipements 45,7 %
collectifs
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la de.zrde additionneilc,

L]

= La ridueti.n drs dépenses globale de l'Etat en termes réels de 1,2%'

. ' |
- La créativn de 250,000 emplois qui devraient couvrir prés de 72 % de
- Unr évolutiion roderée des importations ( + 0,9 % par an A prix

constanis ) qui, compie t-nu des objectifs en matidre d'exportationa, raméne~

rait en 1991 1'eacours de la dette & 51 % du PNB et maintiendrait son service

& 27,3 % des rrcatiss courantes, en moyenne .
Ces objectirs, plutdt modestes en terme de croimsance et d'emploi
pour un parys en developpe.ent, sont - -toutefois ambitieax et Sgard aux contrain-

tes gui péseront pour 1urlques anndes encore sur l'économie tunisienne.
I T jo 1 s}

Leur réalisation diépendra dans une large mesure de l'efficacitsd des

-
Tzl

cries jriconisées pour le prochain quinguennat et dont les grandes lignes

sont  contenues dans le srosramme d'ajustement .

3 = Le prosramie d'ajusiecent structurel

Lorsni'en 1936, lz Tunisie entamait la derni2re annde de son VI3
plan de developyeient .conomique et social, les résultats enregistrés & ce
stade, notacment en 4-r.~s d'emploi.- et de eroiscance, dtaient trés Sloignés

« t

drs zrévisions .

Tourtznt, cns risultats jugés par ailleurs satisfaisants au regard
de 1'eavironneieat internotionsl = peun favorable aux rays en developpement -
gul a prévalu durant ceiie pdriode, ont été réalisés au prix de vives tensions
sur le plan financier se traduisant par une aggravation du déficit budgétaire

et du déficit courani de la balance des paiements . .

Ces tonsions snt necessité un recours accru aux emprunts extérieurs,'
ca gqui allid aux rénvoluations enregistrées par les principales monnaies de
riglement (dollar, devich iark, yen) et A une part plus importanie de prfits 2
_$oyeh terme aux conditons du marché, a séricusement altéré la capacité

2

d'endetirtent du pays .

"L'encours de la dette qui se situait 3 38 % du PNB & la veille du
Vi . plan, atteignait {7 > de ce mlme produit'é fin 1985 , tandis que le
s-rvice de la dette passait de 14 & 22 ¢ des recettes courartes d'exportationf

Je mBme, les avoirs erijrieura nets qui couvraient en 1981 prés d' { mois

*
et 1/2 d'importation dr biens et services, ne correspondaient fin 1985, qu'a
1 semaine ot 1/2 - -
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Cettr. situation devait s'aggraver durant les premiers mois de 1986
en dépit des mesures dicidées notamment pour la gompreséion des dépenses
publiques ot ded importations et pour la promotion des exportations j et ce
en ralson des retards de mise en oeuvre des mesures préconisédes et surtout

de la conjonction d'un certain nombre de faoteurs défavorables ¢

-~ La chute hrutale des prix du pétrole dont le niveau est pasgé de

'30 § le baril & moins de 10 § durant le premier seuestre 1986, et qui s'est

traduite par unc moing-yalue ibportante des revenus. pétroliers.

= Lns évinenents intervenus dans le bassin méditerranéen qui ont .

compromis la caison touristiques. J

- Lns conditions climatiques particuliéreu~nt défavorables qui ont

affectd les ricolies de cdédrézles »

C'est dans crg conﬁitions qu'a été dicidée la mise en oeuvre &d'un
prograusie d'zjiusiennant structurel soutenld paf le [II et la Banque londiale,
altarnafive juzée préférable & une compression draconienne des importations -
aux effeta Iortenent déflationnistes - de mBme qu'g?;ecours plus important

zux facilités d'emprunt qui déboucherait & terme & 1l'insolbabilité du pays.

yrésentation d'un projet de loil de finances rectificative,

le 19 joftt 1986, le premier ministre déclarait devant la chambre des députéss -
"le gouvernei~ntie. & prig 1l'initiative d'établir un programme économigue '

Lorz ue la

et social inldgré, comportant des mesures d'ordre conjoncturel, rendues
obligatoires par la necessité de rétablir avec la célérité requise, les

équilibres financiers de base .«

Le pro_ramue introduit, également, des réajuétements substantiels qui
visent & amCliorer le fonctionnement des rouages économigues pour lea doter
d'ane souplesce et «i'une éfficacité propres & permetire , dans peu d'énnéea,_

la relance de notre dconomie sur des bases saines et durables ",

Les  ropos illusirent le schéma général du programme envisegéd et qui .
& partir du conztat jue les difficultés rencontrées durant les derniéres ar
années ne sont pas uniquement conjoncturelles nais que certaines d'entre ‘.
elles geront appellica i s'accentuer, prévoit outre les actions & court terme,
des mesures.portant sur le moyen terme. Parmi les contraintes structurelles

qui p@sgZeron’ sur l'iconomie tunisienne durant les prochaines années, on

‘et citer g
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- Lz balance énrrgétique dont 1'excédent serait & défaut de nouvelles

découvertzs _radusllemsnt résorbéd et qui deviendrait déficitaire & partir
“de 1990 [} : ! -

-~ La drite extirieure dont le service, en se limitant aux préts
ddja con‘ractic, dovrait accaparer pour la période 1987 - 1991 prés du 1/4

.des recettes ciuiraates d'exportation prévues .

&L gourt terne, le yrogranne d'ajustenent prévoit des actions qui
couvren’ une p:iriode de 18 mois, et dont l'essentiel est ccntenu dans la-
loi de finznces vﬂct1f3<ﬂt1ve de 1986 et le projet de budget uconomlque de

1'Ztat pour l'annde 1987 . £lles concernent s

- 1l'zjustenent du taux de change (devaluétion de 10 % )

- lz nobilisation des ressources extérieures necessaires & la
la couverture des besoins pour la période 1985—1987.-

- le mafirise des dépenses publigues et la mobilisation de ressources
iroprrn additionnelles afin de reduire le déficit budgétaire . '

"= La politique mondtaire s iimitation.de 1'expansion de la masse
mondétaire, 1ihéralisation:deé taux d'inter8t pour les sect-urs

non-prioritéires, encadrement du orédit .

Ie cecond axe du programme d'ajustemeht concerné leés mesures préco-
nisées pour le moyen itrrme et plus précisement l'horizon 1991. Ces desures_
destindes & réduire les rigidités qui caractérisent 1'économie tunisiépne,
gtinmuler ot res:ionsabiliser les agents économiques et surtout rétablir les
équilitres extirieurs du pays & des niveaux raisonnables s'articulent autour
de deux prioccunations majeures
-~ La promotion drs exportations .

- Za mat'rise “o la derande intérieure avec ses 2 composantes investissement .

et conoomnation .

L-~g réajustenents prévus & cet dgard touchent les instruments essen—
tiels de la politinue  conomique dans les domaines des prix, du comwmerce

extérieur, ¢e l'ifvestiusement, des entreprises nubllques et de la flscalité.‘

- La politique Jes prix

I1 s'agit, pour les prix industriels, d'éliminer progressivement la
riclementation & laquelle ils sont soumis et qui n'est pas de nature 2

Tavorirer l'~oc:vit de compctltiv;te ni l'utilisation optimale des capacltes

de troduction .
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In ce cui concerne les produits subventionnés, la politique suivie

tendra & Slitiner dags un délai raisonnable les subventions accordées aux

irstradt: agricoiés et & coriaine produits gyant un impact indirect. sur

les prix & la conzommation, tandis que seront maintenues les subventions

 pour les procduits sensibles (pain, céréales, huile).

- le.comrerce =xtirieur 8

L'orirntaiion, 13 aussi, sera vers la iibéralisation.D'unzpart, les -
| restrlctlons quaniiiatives & 1'importation seront graduellement levées 3 pbur
JIFB catiéres -rrmlbras et demiwproduits dans un premier temps, puis pour les
‘biens d'égripenent, et enfin de parcours pour les biens de consommation.

. D'auire rart, la protpctlon du marché intérieur sera aménagée — par la
recucuion et l'uniformisation des tarifs dousniers - de maniére & stimuler la
compct1t1v1te des producteurs tunisiens et & les orienter vers les marches

extérisursz.

= les invesiissenents

4

7 Le cedre juridique de 1l'investissement industriel sera révisé. Ainsi
ltagrésent préclable auquel étaient soumis les rrojets industriels sera
suppriéé =t les avantages seront accordés sur une base plus sélective en:
-fonctien de criibr~s relatifs aux efforts d'exportation, de décentréliaation

et de transfert iechnologique .

-~ Les entrenrises rubliques

Le zect-urx ?ublic ayant atteint des dimensions disproportionnées et fai- -
sant peser par seo déficits cumulés un poids de plus en plus lourd sur le
. budget de 1'Iiat, 1'orientation dans ce domaine sera vers la cession totale
cu pariislle au seci~ur privé des participations de 1'Etat dans les activités

non-rrioritaires ¢t non stratégiques.

- La <imcelitg

Le systéme d'imposition sera refondu dans le sens d'un remplacement
des nombrruses tares indirectes par une taxe unique assise sur’ la valeur
agoutee de meniére. & dispoeer d'un outil plus efficace d'incitations et

de mohilisation dr3 regsourcrs .
rarallsclenrnt, la fiscalitéfdirecte_sera'aménagée par la Bimplific§~
tion =% 1l'zllegrent des laux d'impositions - o *
i ) Telles sont lps grandes lignea du programme d'ajustement qui devralent
peraetire la réalisation des otjectifs quantitatifs du VIIé Plan et préparer

l'economze tunisienrne & up nouveau cycle de devnloPpement.
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" This paper, concerning the'scenarios'developed In the
Second Phase of the Mediterranean Blue Plan, {s in two parts:

Part I - Some Results of the Scenarios
Part II - Background and Methodology

Part T - Some results of the Scenarios

-rhe levels of Mediterranean

populations im 2025 could be between 520 and 570 millions

~inhabitants, The‘.differenée between the two extremes is - about-

equivalent to ~the pbpulations of present Eaupt br Turkey. The

actual levels will' depend of the developmert achievenenis.fin,
2025. Suwuch figures‘give 8 first idea of pbssible eon;equenéés oh,
- the ﬂﬁture ihcobe' pef-_ capita, unenéloanent, heslth needs,
- education, housing.-infrastructurés and enerqﬁ reﬁuirenénis, and

of probable pressures on the so0ils, water TESOUTLEes, forests. and

[}

especialla‘on the anstal afeas of the Meditéffanean.

Using the nedium value of 54% millions inhabitants, the Northern




countries of.the basin (from Spain to Greece) will represent only
orne third of the total in 2025, 8s compared to two thirds in 1950
and abouwt ore half now. In sharp contrast,the Southern and
Eastern countries of tﬁe basin (from Horoéco to Turkey) will
represent in 2025 rnearly two phird of totsl population, two
times more théﬁ tq dag, and almost five times more than in 1950,

Althouah, as above, 1o study unenplosheﬁt was not the
ohjective of EBElue Pian,-the scénarios ocggsionnallﬂ provided some
results about this problemz-no ong scenario offered sny promising

solutione..

In a1l the scenarios, urbsnisation will continue at a high rate!
near ‘saturation ¢ (70 to 80%) for Northern countries of
the basin, approaching such -+ for  Southern and Eastern

countries (most of them being presently betweern 40 and S0X).

Depernding. o: the scernarios, the modes of this tirbanisation will

'be soﬁewhat different! "megaslopoles" slmost impossible to control

for the trend scenarios, development of small and medium cities

in the slternaiive scenarios, with better space distribution.

Total wrban populations will most prnbébls‘be hetween 377 and 443
ﬁillions in 2025f as compared to éboui‘ﬁﬁo nillioﬁs to day. The
difference between tﬁe two extreme scenerics is equivaleht to no.
less. that & or 7 Cairos of to day. 511 the atudieé

have shown how much all présent efforts -although

already very important— are larqgely insufficient to master the
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trenehdous problems associsted with this exploding situation.

Hithirn the food and agricplture sectbr, 5itua£ions are
dramatically . different between Northern (with the EEC swrplus
probiens) cand Southern; Eastern countfies (with food inbalancé
and serious threats of_qrouinq shortages). No scenario was rea}ig 
able'to so1ve'c0ﬁb1eté1s the food problems of Southefn countries.

Two ways to increase the value of agriculture production have

' been -explored! intensification_uithnut changing the structure of
the production, and intensification with a progressive change of

-the . structure 'of'production with more hiah value products - and

iﬁ¢rea$e of the_‘éxchanqes. In all case%, intensificaﬁion of.
prqdmction isl Mandatqrsp Qith vérsingi degrees of industrial
inputst irriastion, fertilisers and pesticides, tractors, etc.
fhis mears ﬁhat'intensificatian will hiehly depend on gains of
prnductivitQ in the industriasl seétof, and hn intenﬁification
could 'Progfess witﬁout' parallel progress  in ,upstreén aﬁd
downstream ‘iﬁdQStrial " sectors. Depending  of the:lscenarios,
increases of the Qalﬁe of the prbduction ih Soﬁthern ahd'Eastern.'
cduntrfeg' by . factors betweern 3 and & can probably be acﬁieved;

assuming mandatory technoloqical pfpgress tin irriqation,

‘fertilizer and pzsticide wtilisation, control of seeds and

genetic varieties; etc).

In most of the Sbuthefn éountries..uaier is @ major problem. If

irrigation trends continwe, ssy 200,000 additior2l hectares every

year, water requirements will increase sbouwt 2 billion cubic .




- meters per  year for the whole basin. If there is no

limitation rfd{ ‘various dountries; this is not true for some
Southern courdries, .. - there -uill not be énough water for .
hagricultﬂre nNDlurban reaquirements. Tr;diiionnal agriculture will
rnot be able to pay the hiagh price of trans%erred water or of non

conventioral water resources (fossile water, dessalinstion, ete).

" In 'éddition to  the .water problem, expaﬁsron of agricﬁlture
;(bécauﬁerof the hiqh pr;ésure of growing';opulatioﬁé)'on narginai
lands will dramatically increase soil erosion and lead finallﬁ'tu g
a'decrea$e of available soils. ﬂccorqinq to FAO, there is és moch

:land being lost-bs salinisation of soils than-actualls gainéd by

the proaress of irriagstion.

This 1is why finally some of the scenarios foresee food imports
{cereals ard  others) of 100 million tons around 2000, Mosiu of

these for the Southern countries of‘the basin.

Concerning indusiraf it is wbrtﬂ to remind thét in‘ 1950. the
 ﬂediterranean'cduntriesf share of wofid‘industrial prﬁﬁuction Qas3'
less than. in 1§Z?g.andlnaﬁs experts were diagnozing a definitivé
decline of the region. In fact, after 1950 the region (and Many

of its countries) have witnessed an industrial.growth rate hiaher

tharn world averaae. .

Ir Northern countries, major trends point to 8 continuming decline

of classical industries (steel, cement, fertilizers, some
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. petrochemical, and possibly aluminum), and growth of . new.

irndustries, the qarowth. rate of which wili depend on futufe‘
relationships betweer Europe, USA and Japan. Many qf these new
industries could'settle‘in the Mediterranean coastal areas, and a
sub-  scenario has_imagihed Andalucia as alturopean Califorﬁia or
rew Silicon Ual}eu.;.ln fact, theré is moch leés pussibilitigs'
for idindustrial development in the North then in the Southern andl

Eastern countries. - : Y

In these countries, the increase of populations will create
F

tremendous reeds of manufactured  qoods. Steel andg céﬂent

"produwtidn, will probably overpass Northern levels after 2000% 50

million tons of steel, compared to 30 millions for the North, and

110 million tons cement compared to 90 millions or less,
Petrocﬁenistrs will probably not charnge very much in the North,
but  here agéin.{_aithough it is more ﬁifficul to qive a date,
Souwthern and Eastern Eapacitigs will probsbly overpass those of

the North. .

A1l  these achievenenté will wvary according to the level of

possible cooperation between the two sides of the Meditéfranean}

antd, .in case of the slternsative integration.scenario, will depend
also of Sowth~ South cooperation,

eq #ll these developments will. also highlg depend - on

cavallability . of commercizl eneray. At the gqlobal level, the

scenarios. do rnot foresee & hig increase of world oil production,




with two possible levels! 3 and 3,% billion tons per year, but

such & production will be able to last, in some cases, longer

than the: time horizom of 2025, Develop ed countries would

_stahilize, and possibly decreasse their consumption, and
develop ing couvntries wowld be able to increase sloulsl their
share, A major trend of the ererqgy sector in the Meditérranean
' bésin will be thg continuastion of eleqtrification, although at a
_slower-.rate than in recent years. Fart of +this progress of
electri#itﬂ will rely on cosl imports till the year 2000, ﬁftef
2000; a wmajor -and most difficult- choice will be between coal
‘andr nuclear, assUMing 3 new start_of nuclear in  industrialised
coUntries.- Anuhqw.'in 2025; there msy he some 200’thernal, power

plamts sited on the coast, from Morocco to Turkey.

Some - of the scenarios'give to natural gas a8 much greater role

tharn to day, especially in the Southern and Eastern countries,

with an expansion of trasrsmediterranean gas lines between North '

Africa and Europe ihrouqh Sicilia Channel and tﬂrough Gibraltar.

‘One-result of world fossile energy consumption could be a warming
of global climate due to greenhouse effect of CO2 (arnd other
industrial gqases), with an increase of Mediterranean ses level

betweer 0,40 and 1,20 meter in 2025- 2030, Some _thuughté have

been gqiven to this possibility, joimtly with UNEF Regional Seas

Froaram,.

Finalls,' it Cis worth_ta;nentioﬁ that towrism is, andg probably



will remain one of the most dynamic sectors in the Mediterranean

basine. The szororios aive bhetween 320 and 670 million

internationsl and national tourists in the Mediterranean

countries im 2025, half of them on  the Mediterranear coast
(hopefully, not\all of them at the same time...)

r \ . - ' .
MHAT NEXT?
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All these resulis will be discussed inm coming months - with the

Meditenraneén countries, together with the results of their owr
SCenarios, aining tﬁ a8 closer ihtégration.

_In Septémber‘1987, the répresentativeS;qf the Contrécting Farties
to the Earcelons Convention will haveé to decide on the possible
contirvation of the Elue Flan, This could take various paths,
from & continuétipn antd deepening of 5cenarids, tﬁ concentrating
nére on  poscible ritwns, suéh as eneray, and searching for  an

active and operational cooperation.

Orie last comment. The scenarios have been defined two years aco,

peginning of 1985, It was questionsble to include . - what did

appear as 8 rather pessinistié." ‘NORSE',TREND Scenario.

Unfortunately, would we have to étart aqain to day, this HDRSE

TREND scenario wowld probably be the REFERENCE TREND scenario;

This could show, if ever recessary, the uraency for Mediterranean

coaperation. . .




‘Part II - Background and Methodology

Ai. the end of the sixties, when ecoriomic- growth was still steady
in manyg countries, »the' effects of ‘this expasnsion on the

environment had started to be cavse of concern in most parts of

-the world, As 2 result. the United Nstions Environment Proqranne"

(UNEF)  was estaﬁlished following the Stockholm Cnnference,on‘thé'

Erwvironment 4in 1972, One of the first prospects to be - launched

within the framework of this proaramme was entitled “The Health

of the Oceans", which soon became centered ~on the “"Regional:

Seas".

At thelgane time, others were focusing on the possibilits of "the

death of the Mediterranesn, mother of civilisastion".

This concern, together with the implicit geogqraphical solidarity

1bf the countries -bordering the Mediterranean and-the"need to:

tackle .pollution thszards upsirean. led tq the estsblishment of:

the Mediterranean Actiorn Plan (MAF) in 1973, In addition to a
legal component and a resesrch component (MEDFOL), it included an
‘écgnonic - srd socisl plamming component! notably the Blue‘PIan. a

series of prospective studies on the Mediterranearn basin regions



and- on the relationship between development and the protection df

fragile  environments, which was lsunched st Split in 1977 during’

an interqovernmental meeting.

‘Wherr the Blue Flan beqan its studies at the end of 1980, world
“economic  growth had beern wpset by the two o0il shocks of 1973 and
1979, Since then ecoromic recovery, emplogment snd, for some

- countries, debt “were Lo hecome overtiding  priorities,

Nevértheless, _%nd LIp td now.lMeditarranean countries have never
decressed their interest and their support to the  Elue Pléno
:whicﬁ enters its last, third phase. |

‘Tﬁiﬁr paper wil; preéent shortly Elue Plan‘ history and
organisstion, &and will focus on. the Mediterranean scenarios: and
their main resulté. Although Elue Flan (or similar pfograns) can

now adress itself to & lot of economicsl and ernvironmentsl

problems, it must be stressed that it wss NOT the objective of

Elue -Flan to study food imbidlance, or wunemployment, but only +to

try  to estimate the relationships between various development

pdlicies and Mediterranesan resources angd environment,
ELUE PLAN FROGRESS

The work which beqan in 1980 was divided into three phases.

The . first phase was explorstors! & set of twelve sectoral and

"vLransversal" expert reports wss prepsred by twelve two-man teawms




coMprising one expert froh the north snd the other from the south

of the ﬂediteﬁranean (z very importsnt rule for the research).‘

The second phase started in spring 1985, té last two years. Most
of ﬁhe work wéﬁ carried out by 3 reduced central team (in Sophia-
' éntipoliﬁ,_ neaf -7 Antibes), wnder the quidsnce of a scieﬁtific‘
difeetor,. andrassisted by Mediterranean consultants incorporated

(or: notsy depending on the subject) into spétialized working

' parties on agricultﬂre. induatrs; tourism, trarsport, etc. The
gientific director was also sssisted by 38 "Study Group on
‘Mediterranean Scenarios”. &n  open aroup  of some twenty
~indépéndant- scientffic' or  economic experts from wvarious
Heditérfanean countfies; This 1as£ Group ﬁeﬁ foﬁr times, and it
should  be noted that within the Growue the basic choiceé fof

defining the scenarios were slwsys msde through consernsus.

On the basis of ‘the'éroup’wﬁrk. and as hasrrbeen decided at
irtergovernmental level, the Elue Flsn tesm prepared s “Guide for
the Fdrhulatidn df-Nationai Scenarios". This quide was furwarded
in . mid- December f?BSlio the technicsl corresﬁondants appointed

by a&ll the countries, responsible’ for the natiomsl scensrios.

Thé first reports dn‘the mnational scenarios stérted io arrive ?t
the end of 1986 aﬁﬁ they were tskemn intc sccount in the .alohkal
~studies prepared by ihe.perngnent tean and-its consultsnts, and
'finx}lw covéring- population, nacroecononicl ‘development,

urbanizastion, sgriculture, industry, energy, tourism, transport,




.

environment/ development ‘reiationships,

spécific inpacts- on
coastliné{ eté. These global studies were always undertakéh for‘:
ali couniries and concentrated on thé MediterfanQSn regions wher
the 1availabilita of data so permitted, At the same time, féctual
én& economic dasta ﬁanks were prepared by the permanent iean; and

can be made available to interested persons.

Although thefe wérg'smme dela4s, it is very si&nificant that nbst-
of the countries di&'c;nnit ihenselves to this exercise, true to
the interest empréséed ten yesrs before in Barcelona in 1?76 to
"study  thorowdhly ‘toéether" developmert requirements, the best

use of resources. &snd aqoond long term management of - the

Mediterranesan environment.

It is hopéd that this study will be deened.useful ta' 811 ‘the
gerrnneﬁtﬁ ,invblved and  to all - those concerned, Experience
' shows, however, that' relationshﬁp\bf;thisr hind_Aacquiré full
impértance lonls when . they are followed by individual, or
colléctiVe'ldécisioﬁé 'éndractipn-and an ingreased. aw;reness of

certszin major isspes.
ELUE FLAN ﬁﬁIN SCENARIDS !

Durirng the second phése.of the Elue Flan. 8 certain number of
develonﬁent/énvironment ‘scensrios  have been established, Such’
scenarios necesssrily include asrbitrary hgpothéses. The ,ﬁost

important criterion was to be ahle to explore & larqe range . of
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Pdésjbilities and to ensuhe 8 minimum of logic and 8 Maimum of
:cdnsistencs. The fiaures which provided the basis for auantifying
the hﬁpotﬁeses,'and fhe figures in the ensuwing results shouwld not
deceive!  only orders of magnitude count,Jnnls'the insight. which
nau: stem froh'.then is neaninéful. It is not a"natfer of

forecasting but of exploration,

The figures_-nn individuzl courtries, intended to help pinpoint .
problens, were for 't;e most part ‘obtsined from rational
econometric relationshiﬁs, considering as far as possible the
ﬂomt recent situétion.- Uhenever possible, these . figures were

"discussed with -the countries. concerned and corrected if

Necessary.

This kind  of exercise reauires working at several levels!
international, reqionael, national, subregiocnal and local. The
transition from one level to srother was not & one-wsy process, -

but implied moving up and down depending the snalysis..

Horizqn 2000 (lonq'tefn) and Z02%5 (very long tern$ were ‘Ehosen}-
fhése"horizons.'_however, must ot be éonéi@éred as identicélf
marny  things thast willrhappen in 2000 sre alreadulundeEuag,‘_énd
'assuﬁptions' for this'daté could be fairly acéuraﬁe. Beyond 20ﬁ0;
prospects are much more opeg@ #lthough certzin phenomnens (suéh‘as
the deplgtion of tertsin resources) ére'likels to occur during
the firsf‘ qauarter bf.the next centurd, Setting the ﬁnri:on at

2000 would have concealed phenomens. which will " have verwy




sianificant conseauences. Naturally horizons 2000 and - 202%

involve uncertsinty, and the'further away the horizorn the greater

the uncertsinty,

The first matter to deal with when tackling the formulation of
thé smenariés wias to decide in'whiqh ress ov on what thene§ to
make hséotheses. These sreas or themes, whicﬁ rlay the roié of
: Qariablés {in the brosdest Aeaninqluf the word) in the ﬁcqnérios
aré called r"dinensions“. They nuét te hﬁth thé mosi neaﬁingfuI _
fof the foture evolution of the system studied and ;Ufficientlsr
uncertain to admit different future oﬁteones.' Five wmain
"dimensions" were selected!

-the‘ipﬁernatinnal_ecpnbnic context,

—the Medit@frénean pupu}ations and their movements,
—natiohal'dévelopnent strateaies,

-spacesmmnaqement,

~consideration of the envirorment.

Various contraétihg hspstheses, which seemed the ndst”neaningfﬁl.
were - defiﬁed on the basisiof these dimensions. Each of the FiUE
seenarios .selected waé chara&te%ized bﬁ 3 certaiq cbnbinétion pf
these wmain hﬁpothases,, the most inﬁortant. asbéct~ beirng the

formulation of the‘hgpotheses into 3 coherernt set.

Two kinds of scenarios were defined!?

~trend scensrios



‘;élternativg_ﬁcenariosf‘

Géneralis speakinéf_ trend sCcensrios describé. evolutionary
pfoqegses‘ which'do'ﬁbt radiballs depart from trends observed‘?up.
to rnow (policy trends, and n0£ necessarily statistical trehds);
:élternative écenarios.i on the contrary, describe evolutionary
-pfpdesseﬁl uhigh\ﬂivérqe'fron the trends observed up to now, and
‘afe_ characterizédlbs 2 more qoasl- oriented attitude on tﬁe Pa?t
of Mediterranesn governments both at ddnestiffand internatjungi‘

lévelor

rfhe etohéﬁic engine of the trend 5cenarios.is the empansibn of an
intepnétional nankef characterized by American-.dapaﬁesg economic
énd téchnologiéal prédoniﬁénce; Ameriéan dsnanisnleﬁébies United
‘Gtates  to- maintairn a lasting advance over Europe in leadind
téchnoiogiea. In this context, whether ~from a political,
‘eeonmnic} éultural or other poinf‘of vieﬁ. Europe haé rot managed
‘to assert itself s much as it would like. Likewise, in the
Heditéfrénaanf ihdiviﬁual 'couniries.adapi more or less bbth‘ iﬁ‘

“the North and the Sthhnto this "Pacific“‘predoninance.\

In . these circunéténces, it _seéned  CNeCessary, 'giQen ‘thé
un§értainties. ;to 'identifs three trend'séeﬁarids..wﬁiéh;'would
differ from ane aﬁother according to tﬁe‘egtent to 'whiéh fhé.
above.patterﬁ develop. In the WORSE TREND-ﬁcenario, iniernétional
econamic gruwih ‘would ’renaiﬁ weaﬁ,' especially betéuse -the
duninant partners inrthe world ecomnomy are unable to co-ordinate

their policies in the politiecsl, financisl and macroeconomic
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area. CDHSEQUEHtIHp the problem of Third Norlh debt in particular
uoﬁld remain scute dnr1nq 8 long period, On the contrary, in the

MDDERATE TREND scenario, & better co-ordirstion of ecornomic

~policies between the Europen Community, the United States and

Japan' makes it possible to achieve comparatively stable economic

arowth. The REFERENCE TREND scenario is situated between these.

two relatively contrasting scenarios.

e
The _main feature . of ;he_two alternéti&é scenarios is agreater
sélfwassertimn or the part of tﬁe Mediterranesn courtries. This
is facilitated by the.fornation of a multipolar world struciﬁre
in  which Hestern Europe, the United States. ithe USSR, Japan. and
berhaps one or two other countries or groups of countries agsert‘
themmolvas. In art1cular, p011t1c51 Europe is more ‘assertive,-
slthoush plswing @ different role. in the two alternative.

scenarios.

The +two slternative scenarios differ inter slia throuéﬁ'tﬁe kird

of relationship estsblished among ~ the cpuntrieé cf the

Mediterranear basin, namely!

-for the ALTERNATIVE REFERENCE scenario, '@ “Mediterranean®

concept of relstionship between énuntriés bordering the basin,

the EEC and other Mediterranesan countries, whether heavily
industrialized or industrislizing, attenptinq-to fowge together 2
region  of tharmornious development with an optimal openine to

exchanaes and  asareement on Migratory flows: In this scenario,

Mediterrarnesn  exchanqes flow North- South, since +the European



Community has a certain spillovgr effect.

—for' the ALTERNATIVE "INTEGRGTIUN" scenario, a more "regional"

~concept of these relationships, 1nc1ud1ng economic cooperation'

’

- dnvolving preferablg aroups of countrxes, eegs the countries of

the énlarqed EEC, the Maghreb,countr1es, the Arab East, etc, with

ximal openinq to exchanges and migration within these arowps,

.uhlle na1ntaun1nq. certain barriers between these aroups, since

countr195 -ma4y wish . to ,'pfotect . -themselves fron external

infiuences. In this scenario, the role of the Eurnpean Connun1t3

‘is oonparat1vels less predonlnant and the countries horder1ng ther'

ba$1n whlc are not wmembers of the EEC nanaqe, to establish

cdﬁpafativels well- intearated subaroups.

'In hoth cases there is a8 certain 'dEQree of Mediterranean
autonoms; looser in the slternstive 1ntegrat10n seenério, but .

pprhaps more " effect1vp at the becinning in terms of growth in the

alternat1ve reference scenario bhecause of the _economic and

techrological weight of Eurape.

Developnent strqt991er in  the slternative scenarrios may be

terned‘ "se1f~‘ reliant”,  uﬁder5tobd _here as the search for
complementarity between the developmeni of a ‘'modern" ‘éector. 
inspired by that . of - advarnced developed societies, and the

development, within urban societies, of small and medium~ sized ‘

bpusiness in the formal and informal sectors.

The . self-relisnce concept also implies reduced dependence, fobd



or other, including the sdaptation of behaviour and of life-

style or +trends, whether at the level of individwal or of
collectlve consunption. The two alternative scenarios therefore
assume a Qreater nobilization of Med:terranean resources, wzthin
the franework of a more goal— oriented approach and 'a more
detern1ned atrqule aqainst uaste and resource degradation -all
areas in uh1ch innovation has a naJor role to play- as well as
lona  term arowth in intra— Hedzterraneaﬂl emchanges. Also.
preference  ig given ssstenat1Callu to non- polluting or’ 11n1ted-
pollution manufacturing processes, b1ologicalrprocesses, water-

saving irrigation methods, or "systemic" solutiorns rather than

Purely mechanical ones.
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ENEBGY CO-OPERATICN IN THE MEDITERRANEAN
By Robert Mabro

1, Introduction

There are obvious canplanentéritias between the southern and the
northern shores of the Mediterranean. The South has hydrocarbon
resources « 011 and natural gas; it has a surplus of manpower;
and it suffers f‘rom both capitzal shortages and problems of
underdeirelopneht. The North 1s poorer in primary energy
resources but has markets served by imports of fuél; it can
export skills and telchnoioe;y, if not capital, it can also export
goods and services demanded by the South.

Proximity helps trade and econamic felationships when
neighbouring countries have things to exchange. This 1s simply
because transport costs are lawer, and infrastructural links, be
it' pipeiines or telecamunication cables, ara cheaper than when
the partrers are thousands of niiles away.
| There are also historical links and cultural affinities
between the people of the Mediterranean which can facilitate
relations in ways that may be subtle or intangible, but that are
nevertheless resl.

.Compl ane.ntarities and comparative advantages induce, by
themselves, trade flaws and movements of factors of production.
Labour from the South has sought employment in the North, and
businesses fran the North have sought opportunities for deals in
the South. In energy, commercial links have existed for some
time, Gas, oil, or both, are imported in varying amounts by most

European countries in the Mediterranean fram Algeria, Tunisia,

1




| Libya and Egypt, and sane European oll c¢ampanies opei*ate on the
| Southern shores of the Mediterranean, particularly in Tunisia and
in Egypt.

| Furthermore, when we conéi‘der energy, or more precisely oil,
which is our main focus in this paper, we find that the
Mediterranean or a much broader concept than the geographical
one, as it includes other countries than the bordering stateas,
'For the Mediterranean is the locus of a petrcleun market supplied
by' oountries which are oituvated nearby, though outoide‘ the sl
0il flows from the Culf (alse from the Soviet Ullion) inby the
Mediterranean; and the market for this oil has linka with markets
further away in North West Europe. These extensions of the
Mediterranean concept must‘be borne-in mind throughout because
they have sane interesting implications,

These preliminary observations raise important questions
however, One may want to ask, first, whether the
campl ementarities, which everybody can recognise, are inducing
through the normal operation of econcmic forces the optimum type
and the optimum volume of trade, lnvestment, technological and
factors of production flfows., If they do, then the economic
forces are better lef't to operate on their swnmomentum, and te
produce by themselves beneficial outcomes which commerce and
other exchange are expected to yleld We knew, however, that ﬂue
economic wbrld is marred by imperfections and that there are
institutional and political cobstacles which stand in their way.
We shall need therefore to identify these imperfections and

obstacles and agsess their significance,




The second set of questions relates to the concept of
co-operation which must be defined in this context as policy
measures, mutually agreed and coordj_.nated by the econcmic
partners, in order to rémove ague of the constraints that hinder
the beneficial operation of economic forces. The case for co-
operation has to be clarified and firmly established and its
prospects assessed, |

+

Finally. the third step is ta exnlare annorers anpraachas tn

co-operation and to evaluate thelr feasibility. This
investigation can only be t.entativ'e; at this stage cne can only
suggest l1deas and apen avenues for debats and research. A
complete evaluation of pnssible projects or jo:‘.nt vensures which
impl ement the idea of cowoperation requires technicsl studies
that are beyond the acope of a conferénce paper. '

In short our purpose is modest, Weonly hope to stimulate
diacussioﬁ and thinking on complex lssues which ceserve attention
but which cannot be immediately resolved, The road to emancéd
co-operation, in search of gréater mutual benefits for all the
econamic partners in energy, iﬁ the Mediterranean and deyond, i3
a long and arduous one, To recognize the difficulties does not
provide a 1egit1niate excuse for discai'ding the issuve altogether,
We are inclined to argue, rather, that the recognition of these
difficulties signals that the task is urgent and that we need to
engage the debate sooner, rather than later. For these reasoris
the Aspen Institute must be- ¢ongratulated for providi‘ng the
opportunity to ralse and discuss these issuves cnee more, and for
‘the encouragement givento all tho_se. many of whom are present

here today, who have believed all along that the way to econamic
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betterment for the pecple of the Mediterranean is, neither s
blind acceptance of the outcame of imperfect econanic forces, nor
conflict between unequasl partners but an imaginative search for

fruitful and mutually beneficial cc-operation,

2. Imperfections and Qbstacles

There i3 no need to elaborate at great lengths on the
imperféctions of the energy world. Oll-producing and eil-
consuning countries have experienced three major- upheavals in the
past 15 years which have resulted in short-term benefits,
scmetimes to the producers, and sametimes to the consumers, but
which have left everybody in the end with long-tem scars. This
is of course an universel phenomenori, net specific to the
Mediterranean. We wouid submit, however, that Mediterranean
counﬁries benefited less than some others whenever the tide of
events was in their favour and suffered more when the
develomments were adverse, The oil price rises of 1973 and 1979
did not bring to the Mediterranean producers - Algeria, VL:Lbya,
Egypt and Tunisia, the significant wealth and berefits which they
bestcwe_d on other il producing countries. This is largely
because of .the size and relative weakness of these econamies.
Both Algeria and Libya were then, and still are, amall producers;
while Egypt'and Tunisia were not in a position to benefit in the
19708 from the oil price i‘noreases because the developm_ent of
their petroleus sector then was still in its 1nfancy'; The
Mediterranean oll-consuming countries suffered fram the oll price
rises more than most of their fellow brethren of the OECD simply

because they were poorer, less industrialized, generally less




wel l-endowed with energy resources, thus econcmically poorer 'thlan
the European éountrias_ further north, and than the two western
and eastern giants, the USA and Japan, The oil price collapse of
1986 caused pr'qbably more damages to the economy of the
Mediterranean producers, particularly Egypt and Tunisia, than to
the rich Gulf States who oould, and may continue for a while, to
rely on the cushion of acceumulated financial reserves, It
benefited, however, the Mediterranean consuming countries - a
fact which we need not gloss over - more than their richer
brethren, simply because any felief 13 more welcame to those who‘
were previously badly af fected than to those who were less
seriously hit. But thisrelief is associated with scme costs
griging fram the impovefisrment of the neighbours on the southern
shores and the restrict;ions on trade and investment opportunities
in the region.

Avorld inwhich the price of a major commodity is subject
to.suddén‘ and. very sharp shocks in both directions over a
relatively short period of time is not one in which great
reliance can ‘be placed on the optimality of econamic forces.
Significant uncertainties and instabilities prevent the smooth |
and cohtinuqus operations of these f‘orce.s. The Mediterranean
countries, on their an, cannot prevent the occurrence of these
shocks; they cannot remove the gauses of instability. They are
amall players in a game, Iinveolving very big actors, very pdwerful
factors and interests, and, let us be céndid, very high stakes.
The realistic option 13 not to attempt actions to change this

world (although they can of course join forces with the bigger



powers, 1f these manifested any desire for doing something about
it), but to find ways of mitigating the adverse effects to
themselves of this unstable world, This calls for policies and
actions of their cwn, in tﬁe region where their natural partners
share common interests,

The imperfections of the enargy world are not confined to
the major structural problems -v}hich cause the price of ¢il, and
by assoclation that of all o;cher fuels, tomove up and down in
sudden and sharp jerks. To be sure, these structural problems
are the moere sericus c¢nes, but there are others. |

First the degree of market concantration in energy, although
contimally and cénsider‘ably ercded in the past twenty years, is
still high 'ihe eil industry, for example, remains dowmirated by
four or five major groups with US or UK parents, The oil
companieé of the Mediterranean countries of Europe - France,
Italy, Spain to name the most important - are part of a
cempetitive f_r_inge. This feature has implications for th-e
economic behaviour of these firms. Because they are amall,
relatively to the four or five gilants, the firms at the fringe
tend to be competitively aggressive because they seek to
increase, however maréinally, their market shares. We are not

.trying to say that economic compertition is undesirable, simply
that there is a difference between the competition that takes
place in an oligepolistic structure with a fringe. In the: former
case everybody is a price taker and market instability arises
fran shifts in demand and supply which affect in the same way the
whole industry. In the latter case, there i3 édditional

instability arising from the actions of the anall fimsat the
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fringe. To give concrete examples say, in oill. It is the
mnaller firms that tend to engage in processing deals which play
an important role at the margin in eroding oll prices. Let us
stress that we are not passing here meral Jjudgment, as thesge are
irrelevant to thé issues, but we are Just describing a structure
in which every agent, given the characteristics of this structure
which he cannot change, acts in the way that suits best his
econanic interests, There i3, however, _andther side to the coin,

Small firms, cushioned to scme extent by the oligopoly, are able

to approach the investment decision in small countries,‘ to engage

in projeéts and in Jjoint ventures in places where the
6pportun1ties appear limited in a more imaginative way and with a
greater tolerance for risk than the ol igopolistic g’iants
'me:nselves. The latter prefer to concentrate their resources and
their efforts in the big territories which they hold and where
they have already much at stake. In fact one often observes that
‘the big firms tend to retrench and consclidate in the core

markets abandoning their activities in amaller markets when the

times are difficult. This happered in Eurcpe itself where major .

oil canpanies gave up lnterests in Scandinavis and the Benelux
creating an opportunity ‘for KPC to implant itself. The mmall
fims are well placed td increase thelr involvewent in areas of
lovwer priority for the giants; and ﬁe think that some such
opportunities exist in the Mediterranean as elsewhere in the
- world. |

The structure which characterises the oll industry has its

exact counteépart for cil-exporting oountries; There are big and



sma.l; players among these countries, The Mediterranean producers
are noth the bigger playera. Their market behaviour, when it
comes to sell oil, often reflects the imperfections of the
structure. But because they are amall, they have an intaerest in
econanic relationships with equal partners who can provide them
with capital knowhow and access to :ﬁarket:. ,

Sanetimes politics stand in the way of these relationships.
In scme dountries the political philosophy does not allaw foreign
investors and requires that potential parthers be kept in an
arm's length, falrly distant relationship, In others, the bias
gees in thg opposite direction; there is a market preference for
involvement with big fims or with the most advanced industrial
countries on the grounds that one shoud go for the better known
brand namea. Ih one case the opportunity for partnershlp is
blocked and in the other unequal partnerships tend te develop.
Both tendencies, though radically different, can be explained or
justi;‘ied‘ by legitimate arguinents; but despite the differences
and irrespective of any pcssible Justificatidn they represent
sericus obstacles to an expansion of fertile relationships

between the north and 'the south in the Mediterranean. -

3. The Cooperative Approach |

Imperfect markets produce econoamic outcomes which make trading
'partnersr less well-off than they would otherwise ba. Obstacles
to thé expansion of econamic relatlionships restrict opportunities
for the movement of labour and capital and the transfer of
technology. The biggest casuality of this state of affairsis

econanic growth and development,




In the 1970s the oll-exporting countries of the south and

more generally all countries in the southern Mediterranean
enjoyed high rates of economic growth because of a boom in oil
revenues and of the spili—over effectas of these revenues on non-
0il Arab c¢ountries., Unfortunately the pattern of econemic
develément whichwas assoclatedwith this growthwas far froam
being satiéfactor_y. There was inflation; imbalances between
econcnic sectors were accentuated, usually at the detriment of
the main produo;tive sectors such as agriculture and manufacturing
industry; the qualities in the relative cistribution of ineame
became more serious in some countries despite the general
improvement in standards of 1iving; there was al so much waste
particularly in hasty investments in wneconanical projecta Same
countries, such as Egypt, incurred a large foreign debt which is
causing serious pr‘oﬁlens today. |

During the same period, most European countries entered a
period of receasion. The smaller econamies suffered more tha'n
the large ones from .the o1l price rise, but all of them becanme
victim of aworld recession wh‘ich had awide variety of causes
(of which oil was but one) but which was entirely attributed to
the o1l price rise, |

The o1l price decline of the mid-1980s killed economic
growth in the South. Both oll-exporting countries and their non-
oil Arab neighbours are suffering, the former because of a
drastic reduction in revenues;. the latter because of spill-over
effecta. It would be wrong to think that because growth did not
result in a very satisfactory pattern of development, econmic
stagnation will do the reverse a'nd produce development. It just



would not for the simple réason that growth is a necessary, but
aswe have seen, not a sufficient condition for develoment to
take place. If favourable circumstances could not just do the
t.rick, ona dare not think what unfavourable c¢ircunstances will
-do.

The oil price collapse does not seem to have led the
countries of the North out of the recession. It relieved, no
doubt, the balance-of-payments. But the potentially beneficial
effects on growth seem to have been neutralized by the
combination of conservative domestic sconamic policies and the
unfavourable state of the world economy,

So‘in the 1970s some were better off for a while but were
unable to take full advantage of the bettement and others were
worse off; in the mid-1980s some are very significantly worse
of f, and those who were expectad to gain scamething do not appear
to have beccme much better off.

. | 'Iher‘e must be scmething ﬁz;ong in 8 world which prdduces such
topsy=turvy aituations, The obj§ctive of econmmic develoment i{s
too impertant for the smaller countries of the world (the large
industrial ized countries with a mature economy can afford to show

8 lack of concern but nobody elase can) to be sllowed to become
the victim of this state of affairs, |

But what can be done? Of course, much can and ha_a to be
done 1hterna11y. This is no doubt the most important task. But
we cannot dwell here on this subject which i3 outside the scope
of this paper. Our brief relates to regional, not to domestic

issues, and we shall concentrate on them with the provisc that
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our slilence on the int.ernal aapects does not imply that they are
insignificant.

Thus, the formulation of the question changes and beccmes:
what c¢an be done on the regional front? We believe -that
co-operation in this context can help the cause of develoment
and bestcw be.nefita on all the partles concerned. -
| However, we must first emphasize that co-operation does not
igncre the important role that econanic forces play and must be
allowed to play. It is not a substitute but a complement. Ita
aim 18 not to supersede the market but to remove some of its

imperfections and to bring into play countervailing forces.

Econcmic qo-cperation i sbout the establisnment of 3 privileged
set of relationships between countries which give each of them 2
mmmmmmmmmmm In practice this
involves co-ordinated policles for opening-up markets and for
facilitating movements of labour snd capital, and the transfer of
technology. It implies the creation of regional institutions
animated by a regional perspective and an informed understanding
of the potential of the region, and of the complamentarities that
exist between the various econanies which constitute the region.
More fundamentally, it pre-supposes an apprec¢iation, which needs
to be promoted because it 1s not yet fully recognized, that a
- strengthening of regicnal ties enables the countries 1nvolv§d to
cope better with the shocks imparted by the outside wbrld, and to.

limit the influence of bigger entities on their own fortunes.
And tha motivation for 811 that oan enly be the belief that co-

oparation brings mutual barefita that are Aliatributed in a fair
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manner between the partles concerned,

Co-operation Energy |
Co-operation in energy gust be conceived in the preader framesork
eof qg-gperation for aconomic growkd and develooment. The
rationale of this broad conception includes at least three main
elements. The first is that econcmic graqth and development are
f‘undamental objectives for all the parties concerned, and t.ha-t
energy is but a particular sector, one among several that can be
instrunental f'oh that purpose. The second is that anﬁ action onh
the energy front, whatever its purpose, has wlide repercusaiona
out side the energy sector, and therefore either favourable or
adverse "extérnal" effects which must be taken into accounts The
third 1s that the mutuality of interests between the south and
the north is much more substantial, and becames increasingly mere
substan'ﬁial;' in a growing than in a stagnant world. The
interests of the north are enhanced when econcnic development
takes place in the south, and ﬁhe“ interests of t&;e south can get
a boost fram econanic grawth '1n-the north, assuming that econamic
links do exist between the various countries on bofh sides of the
divide, | _ |

Practic-al means to achieve cooperation in energy and
- development cannot be devised in the abstracﬁ. We must first
identify a set of needs, seco;:dl& def'ine specific framesorks for
co-operation, and th.ir‘dly examine the feasibility of spr;cific
proposals. '

On the energy front, the asocuthern Medlterraneah countries'

needs are as follaws:
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- The discovery of new hydrocarbon reserves (both oil and gas)
and the full development of their old and new reserves. This
involves various challenges,. In Egypt and Tunlsia where.- the need
Lu take maximum aqvantage of their natufal resowces 1s evident,
the challenges are to find ways of exploring and bringing to
econanic use mmall oil!‘*.elds and to develop gas reserves for the
internal markef. In Algeria, and perhaps Libya, more can be done
on the exploration front to add to known oil reserves, Tne
challenge, here, i‘s to find ways of asscclating foreign expertise .
with the activities of the national oil- canpanies without
infringing on the full national autonomy of the state company,
Increased hydrocarbon supplies in the southern Mediterranean will
provide much needed foreign exchange for ocountries such as
Tunisia, Egypt and Algeria, which face balance-of-payments
problems and an econcmic crisis which bode {1l for their econemic
-developnent prospects in the nexrt 5=10 years, Tunisia needs‘help
to go ahead with gas projects which have been shelved despite
their pot;ential value for i:he economy (companles find them
unattractive in the present climaté); and Egypt, despite
considerable progress ach:l.eve& recently, has still much ﬁqu to
do in pramoting gas develoment upstream and its econamic uses in
internal downstreem markets, It 1s a sad reflection on the state
of ths energy world that Egypt had to concede du mudh Lu [urulen
oll companies to induce an interest in its gas, ;
- Training of' skilied manpower and improved absorptlion of
technology. This is better achieved in the framework of Joinf
ventures with apeciric prdv isions for co=-management, training

programues, the tranamission of technological information and for
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schemes ensuring thét local staff become familiar with the
imported technology;

- - Investments in energy-related industries, These may 'range fram
petrochaenicals at one end of the spectrun to industries providing
equipment, maintenance and other serv ices ﬁo the energy sector at
the other end, We are not advocating here huge investments in
large petrqchemical plants producing commodities which may
already be in abundant supply in the world market but a selective
approach which identifies particular products in_which the
southern Mediterranean countries may have a comparative
advantage. _

- Outsidé oil and gas, the energy sector that requires most
~attention is slectricity. There i3 too much waste in the
generaticn, and particuiarly the trananission of electricity 1h
most developing countries. The southern Mediterranean is not &n
exception to that general observation. The planning of the
electricity sector leaves alsomuch to be degsired There is rom
here for an expert contribution to the search for greater
efficiency and bétter planning.

- Furthermcre, there is a crying and very urgent need to improve
the performance of the agricultursl sector in all. the southern
Mediterranean countriesa. This is a vast problem but some of its
aspects relate to energy - namely more efficient, and in many
cases more intensive use of fertilizers, the mcre extensive
distribution of electricity needed for irrigation, and the
development of wind and sclar energy sources for small

application (pumps, ete.) on the fams.
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-~ Finally, thé southern countries need a secure market for their
gas and olil exports.
The needs of the northern Ewopean countries are different

but camplementary,

' = The oil companies of these countries have an international

vocation and operate out-side the doamestic confines. An expansicn
of their activities in the southern Mediterranean where the
prospects of finding oll and gas are still good and where
technicgl co=-cperation with the national oil companies of the
exporting countries could involve mutual advantage seem-
desirable. |

- The north needs markets for its industrisl goods and for a wide
range of services, fram construction to finance, which the south
¢an provide particularly if ecbncmic cooperation increases its
a/n prosperity. |

- The north which is a net importer of oil and gas needs greater

security of supplies and would benefit fram the establishment of

stable, long-—tem export relationsm.pa.
- The north has capital and technology in search of ocutlets not

only in energy bobut 1in other sectors such as industry and

agriculture,

- Finally £he work can benefit in the long run from regulated:

‘movements of labour between the shores of the Mediterranean. The

present recession and the high levels of unemployme_nt
(particularly in Spaln, Italy and Greece) have closed
opportunities for migrat;on fram the south. But this sitiaticn
13 likely to change 1in the {uture, and prospects for labour .
flows, if:‘bot.h direction, could slawly improve.

15




Having identified thé needs of potential partners for co-
operation, let us naw try to 1dentify poassible frameworks for
this c_o-operation. - Ideally, one _would like to see the
establishment of a regional organisation of Mediterranean states
with a mandate Lo explore means and medes of regional econcmic '
cooperationn. This may not be achieved immediately, Govermments
have to be persiaded that such an brganizat.ion is both necessary
and useful, Political will must be proamoted and strengthened,
differences of views ironed out, and constraints arising fran the
existence of other organizations (such as the EEC inr the north
and OPEC which counts two southern Mediterraneen éountries among
1t3 members) explored and their implications sorted out. Byt
unless the idea is floated, and unless persons of standing and
goodwill adopt the ides and work hard for its implementation,
nothing will ever happen. After all the EEC owes much to the

vigion of individuals such as Monnet and Schuman, and OPEC to

that of Péres and Tariki. Those wha may haaome the Monnets or
the Tarikis of the Mediterranean are perhaps in this room,

At the macro-level co~-gperation requires more than the
removal of trade barriers, It involves preferential arrangements
for the flows of capital and labow and the tranafer of
technology., 1In o1l and gas, one needs to explore a "security
pact" through which the north will help to develop the resources
of the south on terms which are econanically more favouraEle to
the producing countries than those capable of attracting the
majors and US independents in exchange for supply contracts with

protection clauses against disruption in times of oil market
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crises. In other words, the south will guarantee its supplies to

the north in the event of disruptions arising in other parts of

 the world,

At the micro-level the most fruitful framework for co-

operation is the Joinf-?enture. These ensure co-operation of

© management, capital and labour, but also access to markets, The

scope of joint ventures should not be restricted to export
projecta. Projects, in natural gas for example (but the examples
can be multiplied), which serve internal marketé are also
candldates for joint-ventures despite difficul ties which may
arise as regards the convertibility intq fereign exchange of
earnings in domestic ¢urrency and the repatriation of profita,
Joint-ventures should not all be located in the south, Thers
must be reciprocity and the copening up of opportunities for
Jjolnt-ventures in the north, Thus one can envisage a parallel
develomment of upstream activities by European companies in the
southern Mediterranean and of downstream marketing in Ewrope by
the national oil companies of the 3south, Of course, these
developments will not happen overnight because of several major
impediments; but they should be allowed in the concept of co-
operation fran the outset.

But what is realistically feassible in the field of co~
operation? We doubt whether ane can just find many well-studied
projects and ready-to-implement ideas off the shelf, At this
stage it is only possible to make a shopping 1ist.r of suggestions 7

for appraisal by the partlies concerned. The list groups ideas

under different headings:
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A. Inatitutional

1. Study means to prcmote the concept of Mediterranean econmic
co-operation to a set of goverrments: Spain, Italy, France,
Yugoal svia, Greems, Turkey, Portugal, Cyprus and Malta on thc one
hand; Morocco, Algeria, Tunisia, Libya, Egypt, Syria, Lebanon and
(why not) Jordan on the other.

2, Launch the idea of regular informal meetings bebween hgads or
high officials of'oil campanies in the Mediterranean

3. Commission a review and up=-dating of studie$ on the econamic

potential and econamic links in the region.

B. Hydrocarbon Develooment

1. Study the potentiasl of an expansion of gas trade in the
Mediterranean including both south-south and south-north trade.
2., Study opportunities for gas develomment for internal markets
in Tunista, Syria and Egypt with the participation of European
companies at least upstream. 7 | |
. 3. Explore the prospects of an energy security pact involving an
inereased involvment of Euwropean ccmpaniés in the dev.elopnent-of
oil rescurces in the southern Mediterranean,

4, Investigate the feasibility of a small dawnstream ventwe in
Europe. '

C. Qther Epergy \

1. Provision of consultancy services and eventmlly‘techni‘cal
help for the improved efficlency of the electricity sector.

2. Development and promotion of techniques for the use of wind

. ang solar energy in agriculture and mall industries.
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D. Industry
1. Identify projects in the petrochemical and other sectors

(engineering, textiles, ete,) suitable for Joint ventures,

2. Develoment of training schemes in European industries for

managers and skilled workers fran the south

E. Poligy .
1. Establish task forces to survey exlsting 1nstitutiona; and

policy barriers to econanic cooperation and to propose remadies,
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The Mediterranean is a unique meeting place for
cultural, historical, political and economic eventa.
Today, it 18 probably one of the most strategic areas
in the world, for the following reasonsi

- fThe North Mediterranean countries are all members
of the EEC, candidates for same (Turkey) or members
of NATO. And those in the East play an essential
strategic role.

- It is the area through which the European Economic
Community hag direct, gecgraphical boundaries with
the CMEAR, the Third World and the QPEC.

- It is the meeting point for the three,Agreat, world
religions: Judaism, Christianity and Islam, which
makes any project for cultural unity difficult.

~ Higtorically, the EEC countries and those of the
South Mediterranean have maintained a close
relationship of interdependence during recent
times.

- It has been a backcloth against which internatiocnal
powers have recently been in dialectical conflict
and where the struggle betweaen terrorism and anti-
terrorism constantly appears. '




- 1t is, finally, a region of fragile balance, where
the confrontation betweon rich and poor has its
natural and historical scenario.

The extension of the Eurcpean Economic Community by
Spain and Portugal’s recent entry brings about ‘a
greater balance between North European economies and
the Mediterranean, thus opening up new opportunities
for the countries in this area.

The Economic Inter-relationghip

Economic relationships between EEC countries and those
of the South Mediterranean are, today, cloase but
unbalanced:

* Exports from the BEC to South. Mediterranean
countries represented, in 1985, approximately 1.%
of the EEC’s GNP. However, this percentage does
not reflect the true magnitude of the export flow
because, if this 18 considered in ECUs, we find
that exports o Nediterranean countries have a
similar vclume to those made to the USA or Canada.

* On the other hand, tha eccnomic dependence of
Mediterranean countries on the EEC ias great. Of
these, four countries (Morocco, Tunis, Egypt and
Malta) sent more than 50% of their total exports to
the EEC and 4in s8ix countries (Algeria, Lybia,
Israel, Cyprus, Turkey and Yugoselavia) this
percentage was between 25 and 50%. However, these
percentages do not reflect the true nature of their
inter-dependenca. '



3.

If o0il and mining products are eliminated, the
dependence of Mediterranean countries on the EEC
changes radically. Exports to the EEC, now, in
percentage of the exporting country's GNP, change as
follows: Malta 30§, Israel 9%, Tunis 8.6%, Cyprus 6%,
Yugoslavia 5%, All important oll exporting countries
then show a percentage lower than 2%.

Finished products represent, in fact, two thirde of
exports, excluding oil and minerals, from the South to
the EEC. Nevertheless, there are three countries in
which agricultural exports are higher than their
mineral or finished products: Cyprus (56%) Turkey
(48%) and Morocco (38%). In order of importance, in
as far as the percentage of exporting country’s GNP in
food products to thé‘ BEEC is concerned, they are:
Cyprus 4%; Israel and Morocco 3%, Tunis 2% and Turkey
1%,

if, finally, we take into conasideration agrarian
exports from the Mediterranean countries to the EEC,
we see that, not only are they greater than those from
the Community, but alsc that these countries absorb
the sixth part of milk exports from the EEC and the
third part of cereal exports.

Agricultural Perspectives

Both the North and South Mediterranean have bkeen able
to develop a more or less flourishing agriculture.
Howevex, if in the Northern area problems of abundance
and surpluses have arisen, much of the South

Il
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Mediterranean still needs to incresse its preduction.
The problem is that some products are produced in
great quantity in both areas. And for those of which
production within the BEC is lower, exchange
poesibilities do not derive from their competitivicy,
but rather from the high protectionism of European
agriculture.

The Europaan Economic Community #pends more than
20,000 Million ECUs a year on 4its agricultural
policy. And its surplus of sugar, powdered milk,
butter, wines and other products, together with the
highly protective structure of certain markets, makee
the Iinter-relationship between the two zones
difficult. And the above is i{n spite of the
agreements and treaties that the Community_hoids with
certain countries and the ACP (Africa, the Caribbean
and the Pacific) Agreements. These agreements grant
priviledged treatment to those geographical areas.

Over the last dacade, the agricultural sector has
undergone an almost world-wide evolution, typified by
the following factors:
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- A great increase in vproductivity due to the

application of new technologies. More agricultural
inputs have genarated new and greater outputs.

- The search for new underground water supplies at
greater and greater depths, the salinization of
numerous zones8 and the cost of energy to obtain

~ irrigation water makes the extension of new
surfaces for cultivation difficult.

Agriculture 4 ing n re f g
food-stuffs industry, In developed countries,
betwaeen two thirds and three gquarters of the
agricultural production is acquired by the food-
stuffs industry for transformation.

LS ei]itd MOLE o) i a4yl il—

New Opportunities for and in the Fleld of Aqri ure

All the above indicates that a profound change has
come about in the agrarian sector of the developed
countries, which has, in tura, affaected the expansion

of the lines of development. South ﬁaditerrageﬁn

cou e o th owth o eir
d EC the
e men ) ure, The market ie
cient o rifice o
gqricultural sectoxp,
w =] 8 dexrivy from
a ew m i n
agrarian technologies, that we *all® find new
t vestm r 8 on_ and




It is 1mpoasible; in this quarter of an hour, to
enumerata all the fields in which new possibilitias
are arising. Consequently, I would just like to refer
to three, generic aspecte:

a)

b)

- Opportunities in Botanics |
- Opportunities in Agro-biology
- Opportunities in Industry

Opportunities in Botanicsa:

In the first place, the new botanical
possibilities appear. Thousands of years ago, 5
million peopla had available to them about 5,000
edible plants. Today, there do not exist more
than 150 in world trade. But the other 4,850 are

8till there, at hand’s reach. Many of them
contain active ingredients, nutililupal wlemento,

‘chemical products which have hardly begun to be

taken advantage of. Many of them also have
special, alimentary properties or can be
cultivated in barren lands.

Allow me to put forward the hypothesis of a new
agriculture, based on the intensive production of
pPlants Lhat voday form paxrt of the, a» yot,
unexploited botanical reserves of mankind.

Opportunities in Agrobiology:

The agrarian production is no more than a

transformation of energy. The seed, through the
action of solar and foesil energy (in the form of
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gas=0oil or fertiligers) generates biological
caloxries. Today, approximately six foseil
calories of o0il are necessary to obtain one
biological calery, ©placed on the consumers’s
plate. -

But, perhaps for that very reason, the new
technologies in productive outputs not only try to
save the consumption of gas-olil, but also attempt
to make possible the self-generation of the
fertilizer needed by the plants.” To this ond,
wozk 45 bing carried out today to create new
plants, capable of synthesizing nitrogen;

disease-reaistant rices; barley that grows
without fertiliger;  new, digease and drought
resistant cereals; to expand thae use of

capsulized seeds which already have their energqy
ration incorporated so as to avoid unnecessary
work and waste; and the extensiocn of the
biological fight.

The above, together with the general criticiem of
certain plaguicides, will bring about an important
change, in the future, in the fertilizer industry
and that of phytosanitary products.

As though all this were not enough, the selection
of new races in the animal kingdom, or the use of
genatic engineering to obtain new species, gives
rise to new possibilities for food development.




c)

Opportunities in Industry

Finally, new oppertunities are appearing in the
field of industry.

A hundred years ago, even ten years ago, the
majority of products derived from agriculture and
stock-breeding was directed towards clothing and

food. Horradayo, outlctae Lo danduetbay aus Leluy
sought for surplus agricultural products (alcohol,

sugar, butter). In view of this, a new industry
has appeared. Milk or fish "cracking" is already
being spoken of, ds years ago was oil "cracking®“.
New  techniques convert the agro-alimentary

- Industries into refineries in which new elements

and new products arxe decomposed, revalued and
reconstructed. '

In eaddition to this, the transformation of
classical food products and their conservation are
entering a new generation. Classical conservation
and freezing processes are beginning to be
replaced by “vacuum cooked* products, which can be
kept under normal refrigetation conditions.

Furthermore, dietetics, the attention to

nutrition, already form a part of the modern food
producing iﬁduatry. The attentlon paid to
preserving the vitamin content in food, to
avoiding the destruction of proteins, to

eliminating fats which may be damaging to health
or to substituting beet saccharose, are just a few
examples of what the new food producing dindustry
is made up of today. '

TOTAL F.GB2




In summary, if the Mediterranean ia today a sone of
conflict, with mutually competitive economies and trade
policies that, on occasions, do not facilitate the
economic inter-relationship, it is also true that we are
dealing with a region that has great possibilities for
mutual cooperation and for taking joint advantage of the
new opportunities that arise in the new, modern economy.
Among these opportunities, those arising from the agrarian
gector should be emphazised.

Agriculture today i& an important. part of the
Mediterranean economy, both in the North and South.
Howaver, agriculture today is facing the challenge of a
new way of conceiving productive tachniquea and industrial
possibilitiea.

I have tried to bring to your attention some significant
lines in this evolution. They are within our reach. Many
entrepreneurs in the Mediterranean area are in conditions
to develop and promote initiatives in these fields.
These development opportunities could be situated on c¢ne
side or the other of the Mediterranean and make both
shores much more prosperous. Nevertheless, the
aforementioned opportunities should not be exclusively
limited to the agrarian ambit. In the Mediterraneah, we
can, all together, give impulse to industrial products and
establish, once and for all, an extremely important
tourist and leisure industry.

TOTAL P11
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THE OPPORTUNITIES FOR DEVELOPMENT IN INDUSTRY

The recent  development of Ihdustfx in  the

Mediterranean and in neighbouring areas

The Mediterranean can be defined as a crossroads of
different areas and cultures, the most important
among them being Eﬁrope~and the Arab-Persian Gulf.

These two areas exercise a strong "pull" on the

‘Mediterranean and both,' as the Interdependence

study has shown, would greatly benefit from the
acceleration of its ‘economic development. The
present  paper therefore starts with a quick

gqualitative overview of their recent industrial

development.

The North Mediterranean Shore has been involved in

the structural change which is transforming the
European . economy. The Mediterranean regions of
Europe were the last to be industrialized, mainly
with heavy industries having a high energy
consumption, These industries, like steel or

petrochémicals,. are - either still seriously in the

‘red or just going back to profit. The ' neﬁ,
electronics-based industries and services have ‘up
- -to now showﬁ a-preference for the Northern European
'regions' over . thg Southern ones. However, the

- Northern Shore of the Mediterranean  has

1




partecipated - although with a secondary role - in
the general growth of induétry in Europe. In the

last decade this growth has been slower than

expected, but not negligible,

A strong industrial development has taken place on
the éggg side gg'ggg Gulf, where the investment
effort has been effective and well-ordered. A large-
petroleum and petrolcheﬁical industry has been
created which 1is or will soon be in production.

Although there is no lack of problems, the first

big step towards development has been taken.

On the Southern Shore of the Mediterranean the

situation 1is much less satisfactory. Although it
was competing for capital'and po}itical attention
with agricﬁltﬁre and the services, in the '705 and
early '80s industry received a relétively large

flow of investments, representing a sizeable part

- of the available resources. However, the

industrialization  process has tended to be

intermittent, with delays in completion and in
start up, low capacity operations,~ frequent 
stoppages etc. Economic and political results have
been beléw expectations -and something like anti-

industrial revulsion is taking place there.

Some of the problems stemmed from the fact that

international contractors sell the tecnologies and

2




the designs they have avaiiable, and find it very
hard, or downright impossible to "adapt " them to
the needé of developing countries. As a result,
the size of the plants has often been chosen simply
by technical qptimization and - on the 5asis of
the contractor's international experience;
morecver, investment has been mainly directed
towards mature ' industries, whose international
markets were - and still are - fully supplied by

the breexisting producers. Productive capacity has

. therefore often been far in excess of the market,

internal or international, which the rnew plants

could hope to. supply.

Once builti the plants have not been easy to run.

Maintenance has rarely been given its due, also
because of import restrictions, and. plants have
often been left ﬁotally or partly idle soon after

commissioning for lack of maintenance and spare

parts.

In many ‘instahces, a very large part:-of the
investment had to go into the infrastrﬁcture, ,sd
that the actual productive capacity resulting from
large projects i,althéugh‘big'in relation to the
market - has often been too smallrté pay for‘ the

whole, in terms of economic and pcliticai profit.

Finally, a certain scarcity of experienced managers
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has often resulted in a desultory direction, made
more damaging by the political uncertainties about
investment choices and the scope and nature of the

controlling agencies.

The bulk of these probléms is due to the isolation
of ﬁhe éountries:attemptingrindustrialization. Very
little industrial cooﬁeration has.been offered byl
developed countries, who have generally ignored.
the new opportunities, and have often seen in the
efforts of Mediterraneaﬁ couhtries only the rise of
a éompetitor; Nor could the engineering companies

rlay a role bigger than their very nature would

'allow._

The need for guicker development - of the industrial

sector, and the prerequisites for this

To speed - up their development, the South

‘Mediterranean countries need  more sustained

industrial growth. Industry produces all tools and
implements, and is therefore the main vehicle of

technical innovation; it prepares the work force

for modern activities, in industry itself or in

_ other sectors; and it provides many products, which

satisfy many different needs. ~ Its overall demand

,haS'therefore hoivisible_limit. Instead, demand

for agricultural products is now stagnant, while



the main agriculture commodities are grossly
oVerproduced.' In any case, industry is the only
sector which can reasonably be gxpecteé To absorb
some of the a&ailable labour force. Ev;ry increase

in adricultural productivity releases workers who

can find profitable employment only in industry,

while the tertiary sector physiologically absorbs .

manpower only after industry has grown, and its

employment has actually peaked.

Industrial development requireé three primary

conditions:
-  investment capital, generated within the
economy, by agriculture or by mineral

production or, conceivably, flowing in from .

abroad;

- entrepreneurs able to implement production
projects, and to take the relatiﬁe risks;

- access to a market, national or intgrnational,
large enéﬁgh to sustain production on an

economic scale.

“Without capital, enterpreneurs and markets, -
industry will not develop, and will be unable to

reduce unemployment, which will be constantly

enlarged by population growth énd by the.‘increase

in agricultural productivity.
- Secondary conditions - like raw materials and
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energy resources, the technologies to treat them
and the neceésary services 'for production ‘;
although favodfable, cannot engender, industrial
growth if the three basic ones are not ~satisfied:
and on the Southern Shore of the Mediterranean they
are not. The only real supplier of invéstment
capita1; thelprdduction‘éf 0il and gas, is limited
in many of theséAcountries, and their prices have
fallen. Moreover, in many cases the coUnﬁries are
heavily in debt, and afraid of becéming more s0;
and the confidencé of the financial system in their
growth potential has diminished with the fall in

oil prices and the world-wide debt problems.'

The interhal market of these countries is normally
not very large, and préjects o;ganized purely for-
it  would inl many cases be too small to be
profitable, 'Enhanced cooperation among = the
devéloPing coﬁntries of the Mediterranean would
certainly enlarge it, although it is 'eaéy to
overevaluate the positive effect of a free-trade
area -ameng countries with 1little ‘production
capacity. '~The international market is a ‘Qeryf
competitiQe enﬁironment, and the newcomer has to
overcome not only his  scant knowledge 6f - the
market, but also the creeping protéctionism of ﬁhe.
rich countries. _Protectionism is wrong, And

FEuropean protection is doubly wrong: but we can't
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expect the established sellers to step graciously

-oht and to leave their hard-earned market share to

newcomers.

The presence of eﬁtrepreneurs is | difficult to
evaluate.. Many South Mediterranean countries have
organized their economies in a way which produces
techniciahs and administrafors,‘ often very good
ones, rather than entrepreneurs and risk—takers.

The isolation of their economies and the absencé_of.
European companieé in their territory is aléo part

of the problem.

The case for cooperation

The role of international cooperation in the
development of the South Shore of the Mediterranean
has been seen from many points of view: the

macroeconomic, the political, and the industrial.

The first is presented in therrresults of the'
Interdepéndence Study (includéd among the dbcumenfs
you have received). To sum‘it up: a "Reciprocal
Developnment Polidy" based on investments in thé [
poorer Arab -Countries, financed and assisted by'
European and Gulf Countries would stimulate GDP

growth in Europe and in the Arab'World,

The political argument was presented by the




~Chairman of‘ENiiat the Aspen meeting in- Istanbul.rr
The - presént' economié difficulties of the South
Mediterranean are seriouslyl adding to | political
instability. -The richer countries (i.e. Europe
and the oil—;ich Arabs) have a Strong interest in
preventing it through more effective aid. In both
cases the advantages of cooperation for both
European and rGulf countries in terms of- enlarged
markets for capital and consumers goods, political_
stability, aﬁd relaxed population pressure from

nearby states are demonstrably important.

The third po‘ii;t of view, related to the industrial
sector, is no less -ihportant. International
cooperatioh is the only practical way to overcome
the structufal limitations . of thé South
Mediterranean Countries. As entfepreneuriai. and
managerial capacities, technology and know-how, and
access  to internatioﬁal markets and‘to' financial
institutions are generally in the . hands of
companies from the developed coﬁntries, their
participation. in industrial-prcjects in developiﬁg
countries shoﬁld be the key to success. A Jjoint
- venture approach.would maintain its advantages even
- if  the first of ‘the priﬁary _conditions“ il.e.
.capital, were available, as-is clearly shqwn by the
successful industrial devélopment of Saudi Arabia.

The Saudis had abundant capital to invest in .
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industry, and also raw materials and energy. .

However, they followed a joint veﬁtﬁre approach,
because they-cgrrectly,thought that they could not
improvise either the enterpreneurs ﬁr the market
share. Clearly, this required the -ability to
cooperate 'éé equals with the companies of the
Western world. For this point of view companies

completely coﬁtrolled by foreigners are obviocusly a

political risk and a bone of contention rather than

a vehicle for coocperation. The need to reduce such

a risk and to divide the initial- capital among

~various partners makes it advisable to organize

cooperation in the form of a Joint Venture between
a local company, State-owned or pfivate, and some
foreign ones, for example, one European and one

from the oil-rich Arab countries.

' The Financing of Joint Ventures

The financing of such a Joint Venture might 'very
well be arranged in the usual way; i.e. thrdugh

project financing, a.sYstem in which the capital

provided by the partners repreSents— .only a

percentage of the investment, while the remainder

is obtained through medium- and long-term credits.

Let us assume a three-cornered Joint Venture and

an investment of 100 million US dollars. The

finéncing_might be arranged as follows:




the capital stock - or equity =~ of the Joint
Venture need not be more than. 30% of the
investmen@, i.é. 30 million dollérs. If the
three partners had equal shares, each of them
would have to provide about 10 million dollars
of capitél. In order to let the iocal partner
have the larger sﬁare; which is tantamount to
a majority if"thé other two agree, the
contribution may be worked out at 9.5 million‘;
dollars for each of the foreign companies and
at 11 million dollars for the local one.

The investment not covered by equity,
amounting to 70 miilion dollars,' would bke
financed through debts contracted by the Joint
venture. About 50%.of the total investment
(inrour example, 50 million dollars) might be
provided through "supplier's credit" arranged
by the engineering company chosen to design
and build the plant. This by the way, ensures
that the capital goods used to build the plant
come  predominantly from the countrieé
providing ~ the equity. . The remaining 20
million dollars might come from a loan at a’

fixed or variable rate.

an arrangement needs, 'of course, some

conditioﬁs, the first being that the expected

profit . of the project must bé - large enough to
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remunerate the equitf-and to cover the financial
costs. The equity is of course the main
collateral for ‘the financing institutions, although
ﬁhey would certainly ask the*Europeaﬁ 'aﬁd Arab
partne;s for guarantees to improve their cover, and
to "shift the risk" into the country of one of the:

foreign partners.

The second condition is that ﬁhe local partner
should be able to finance his share of thé equity;.
As we have seen, ﬁhis may not be the case. If it
pfqved difficult to provide e&en the reduced amsunt
of equity 'giveﬁ in our example, then the local
share could be donated by richgr ' countriés,

possibly those of the foreign partners.

This financial mechanism would make it possiblé to
_implement quite iarge-scalé proaects, -and ' to
maximize the development effect of aid. The ratio
between the 11 lmillion dollars of equity which
would be donated and the overall investment Gf 100
million gives a financial "leverage" of 1 to 9.

For every dblla:' grantéd, 9 deollars: would be

invested.

A third condition may be requested by the lending
institutions: i.e. that the project generate a flow
of exports and therefore an inflow of hard

cﬁrrency,‘ over which the banks claim some‘kiqd of

11



privilege, in order to reduce the risk related to
the 1local currency. This makes it easier to

finance export.projects rather than onezexclusively

based on the internal market.

Escrow accounts have been in many instances
negotiated; they are in fact an extra ‘'guarantee,
which might be avoided if the shareholders'!

guarantee is comprehensive enough.

The financial scheme described here would feduce
the problem of how to finance the investment to
manageable proportions; the real problem would then
come into the fore, i.e. identifying féasible and
profitable projects. This problem is.by no means
simple. Many projects have been studied for years,
without even proving their profitability, so that a
sort of pessimiém is now prevailing as regards the
possibility of finding any reasonabie project in
any of the countries that need then. In fact, the
problem is that the expertise and the capabllities-
which we have quoted és essential for industrial
development have to be mobilized from the very
start, that is, wutilized fully in the phase in
which the project is studied and its feasibility .
proven. What is needed is the capacity to obtain
and process information about present and future
deménd: the optimal technical and economicai

parametefs of the project; and the opportunities

12




. offered by the international and domestic capital

market. All this information is needed. for a
project, which must obtain the necesséry capital
while minimizing the risk for the finéncer and the
shareheolder. . In short, what 1is needed 1is . the
managerial ability to define and implement projecfs
in an environment in which the production factors
have to be obtained by .offering sufficient
reﬁuneration for them and the markets for goods can-

only be opened up and Xkept by the high

competitivity.

In short, sﬁch an effort can be made with some hope
of success on two conditions: that the work is done
by a group which combines at least ﬁwo of the
future partners, i.e. the European and the Gulf
Arab; and that companies of these two areas put in
the identifiqaﬁibh, promotion and evaiuation phases
of projects gﬂe samenenergy and ability theyj would

employ to implement them.

In practice, only a common body created by these

two would have the strength to succeed where

individually they have failed.

" A possible practical indication

L It is beyond . the'scope”éf‘this pa§er to try to

' i@entif&lprojedtsilaijb‘that has to be done as the

13
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first step of cooperation,

Nevertheless,_'some rough calculation may be made,

related to an industry; petrochemicals, which has

already had a strong development in the Arab world.-

The conditions that were sufficient to make the
Saudi petrochemicai‘ industry develop made it

competitive with the European one. Such

competition was measured some time ago, when oil

was at 25 dollars per barrel, in Table A:

TABLE A.

-Index of costs of chemical production in the Middle East

(on the hypothesis of a crude oil price of 25 $/b)

Western European costs equal 100

FOB Middle East CIF West Europe

Ethylene’ o 52 70
Linear Low Density
Polythene o .72 95

Source: Marcello Colitti, Opening Speech at the 2nd

PETCHEMPLAST '85, Second GulfiPetrochemicals, Chenicals,

Plastics and Processing Industries Exhibition and

Convention, Al-Khobar, Saudi Arabia, 3~7 November 1985.

A somewhat more recent calculation, related to a

petrochemical investment in a South European.
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country, under similar conditions, gives resu}tsr

which are'clearly better, .both FOB North Africa,

because of the reduction of oil prlces, and CIF
Europe, because of. the shorter transport necessary.

4

TABLE B.

Iridex of costs of chemical production in the Middle East f

(on the hypothes1s of a crude- 011 prlce of 18- 20 4 )

Western European costs equal 100

FOB Middle East CIF West Europe
Ethylene | 70 | | 75
Linear iow Density | |
Polythene | L ‘60 - ' - 64

‘There is therefore a prime basic case of
competitivity - of production - which has - to be

seriously exemlned. It may very well be the flrst

task of the new EurofArab Joint Venture for the

promotion of investment projects. -
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Ladies and Gentlemen,

1. As usual Dr. Colitti has done an excellent job of identi-
fying the crucial and essential élements of the‘ subject
of his paper.

He made a strong case for promoting the development and growth
of certain types of industries (hydrocarbon based) on the
Southern shores of Mediterranean and he proposes a trifpartite
joint ventures as a suitable means with which to achieve
his objetives.

The three parties involved in such joint ventures are the
local partners on the Southern shores, the Arab Gulf states}

and the Europeans from the Northern shores.

2. As regards the necessary and sufficient requirements for
industrial development in general he identifies them as
primary aﬁd secondary conditions and points out that while
soﬁe of the secondary conditions (raw materials and energy)
exist on the Southern shores of the Mediterranean there is
a general shortfall of the primary conditions (capital
enterpreneurs and markets).

On the other hand these conditions as well as some of the
secondary conditions (tgchnology) are available on  the
Northern shores. Such complementarity of conditions as well
as the long term mutual intereéts of- the three shorés of

the Mediterranean provide the mean justification for the

joint ventures advocated by Dr. Colitti.
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Last . year Prof. Reviglio, Chairman bf‘;EN;;qa_ Coordinator

of this Conference, made an even stronger

i e

and- more comprehen-
sive case for a long term polidigéf}reciprocal development

for the Mediterranean region Using some of the big savings

madé'by”thewcountries on the Northern shores from the d%éﬁéii&l

fall in oil prices which at the same time represented equally

big revenue losses for the countries on the Southern shores.

3. In general I agree with the main arguments of both Dr.
Colitti and Prof. Reviglio, and I wish to compliment. them
for their wisdom andrforesight. However, it is rather disap-
pointing that such wide and far reaching approach to
Mediterranean development has not so far gained sufficient
attention, let alone acceptance within the Eurcopean éommunity
garoup.

Perhaps all wwe can do in this Conference is to point out

this fact.

4. Having said this I will now move to some points of

clarifications and may be even disagreements with some of

fhe ‘explicit or implied policy recommendations made by Dr.
Colitti.:

,é) While 1 agree that certain well selected joint ventures

can be succéssfull I must emphasize that this has to

be an infeéral part of aﬁ'qverail reciprocal development

‘involving not only investment, but also' free trade



b)

and transfer of technology within a long term
development policy deéigned to aecelerate economic
growth and social development in the less developed

parts of .the Mediferranean region. Since the bulk
of the. demegraphic, economical and social problems
of the region are and will continue to be on its’
Southern shores, it should be made clear that the

success of any Jjoint venture or any other form of
cooperation between the two shores of the region should
be measured by the extent to which it contributes
to the solution of these problems. Joint ventures
in isolation of this everall approach should not be
expected to make a lasting cor_]tribution to the long

term interests of the parties concerned. In fact the

‘opposite may often be the case.

I do not agree with Dr. Colitti's overall emphasis
on industrial development versus agricultural

development for the Southern part of the Mediterranean.
Both are important and any cooperative policy for
the region should seek to achieve a proper balance
between the two sectors and European agricultural
policies should be adjusted to promote agrarial reforms

anb development on the other shores of the region.
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c) Another point made by Dr. Colitti concerns the need

d).

for economical feasibility and competitiveness.

It is a wvalid point but it should be clarified that
such criteria should be measqred agéinst free access
to the overall markets of the region and within an
overall economié policy of promoting development in
the less advanced parts of our region. 1 hardly need
to remind. you that the newly established chemical
industries of the Arab Gulf States which Dr. Colitti
regards as efficient and competitive have all met
with increasing trade barriers and protectionism in
the Eurcopean and other markets. If this policy
continues I can assure you that the joint ventures

proposed by Dr. Colitti will hardly succeed regardless

of the quantity of <capital or the quality of

entreprenéurship provided. Thus, if such joint venturés
are not efficient they will fail before reaching the
international markets, and if they are efficient and
competitive they will fail because of lack of free

access to markets due to protectionism.

While I agree with Dr. Colitti that the identification
of feasible and viable projects is a major task I
do not accept‘the pessimism mentioned regarding pos-
sibility of finding feasible projects in the countries

that need them. Again such projects qanﬁof be found  ‘

.in isolation from an overall commitment to  the . .=,




'devéibémént of the Southern shores of our region.
dbéat if such policy is attained and with the proper
institutional arrangements, then project and sector
- feasibility studieé may be more readily carried out
and their results would have a better chance of ac-
ceptance than 1is the case at present. Such studies
would then to be made to serve a given regional
development policy.r Dr. Colitti prbposes the

eStablishmept~of a new Euro-Arab Joint venture for

the promotion of investment projects through feasibility
studies and other means. Basically I think there will
" be a need for such an. institution if and only if it
is backed by concessional financing and investment
policy designed to - serve the development needs of

the region. Consultancy and feasibility studiesrwifhout

subsequent financing will not find many clients.

As: Dr. Reviglio said countries of the Northern Shores of
the. Mediterranean should consider ﬁsing some of the large
savings made from the drastic fall in oil prices to initiate
-a regional-investment program, including the proposed Euro- .
Arab joint  venture for investment promotion. They surely
have all the necessary means to initiate such an ambitious
and far sighted scheme. It is alsolclearly in their 1long
term interest to do that.

The question is: Will they do it?

.I‘,ﬁope:'the diSCUSSiOn._Will ‘foqus onl fhe poSsible i§ns?§f$l_i;

to this basic question.




At the same time countries of the Southern shores should

put their differences aside and begin a long term regional.
program of economic cooperation and integration among
themselves.

If they do that they will certainly have a better chance

of interacting with the Northern shores in an overall reciprocal
development‘scheme in which joint projects would be an integral
part. Indeed cooperation between the Northern and Southern
shores of'the Mediterranean and Cooperation between the countries
of the Southern shores are not unrelated. In fact one should

reinforce the other.

Mr. Chairman, Ladies and Gentlemen,

I hope it is quite clear to all of us that the future ofi
the countries of the Mediterranean regions; North and South,
is bound to berinterelated in good and bad times.

It is only a guestion of whether the interaction is carried
out within an orderly and planned scheme or is left tolcruelty‘
of chance and the fush of nnpleasant events. Let us hope.
that this  Conference will help to push us and others towards
more positive action and less repetitive debates on the pros

Coo era+.
and cons of regional e.ﬁég%tﬁaié?‘between countries of the

three shores of the Mediterranean Sea.

Thank you.




