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The extracrdinary summit of the League of Arab States
held in Amman hetween 8 and 1l November 1987, has been
hailed aé a triumph for Jordanian diplomacy by friend
and foe alike. Modest as we are in Jordan, we

gracioulsy acknowledge this assessment and express our

thanks to all. However, what was at stake was not
Jordanian diplomacy. At stake was the colledtive Arab
will which had been rivem by confliet, strife and

mistrust. The fact that no full Arab summit could be
convened for five years prior to the Amman meeting spoke
volumes for the tragic state of inter—Arab relations.
The Arab leaders came to Amman and their countries’
security threatened, their territorial integrity
questioned. and the survival of their states challenged.
They were apprehensive about the present and uncertain
of the future. The question of Arab collective security
was staring them in the face, demanding immediate and
comprehensive action to protect the Arab order and

preserve its distinct identity.

It was not just the Iranian threat to Iragq, Kuwait and
Saudi Arabia. It was not Just the Israeli challenge to
Jordan, Lebanon and Syria, but a peril that confronts

them collectively, and they had to act as such, to avert




the danger. They rose to the challenge. The leaders of
the Arab states agreed at Amman to transcend all
differences and resolve the causes of their disunity and

inaction.

The Amman summit marks a turning.point in the history of
inter—Arab relations. the reconciliation between Iraq
and Syria and the shared perception of the neéd for amn
early implementation of 598 must be seen as a
significant facet of the Arab World’s resolve to end the
senseless slaughter, wanton destruction and waste of
precious human and material resources. The war must
come to an end as all wars do: and the sooner the
better, so that these resources can be better deployved

towards reconstruction and development.

The spirit of the Amman meeting must be preserved so
that the political framework worked out for the
implementqﬁion af collective Arab action can take shape
and become a tangible reality. There will be no limit
to inter-Arab political cooperation as all the major
differences among the Arab states have been eliminated.
The effective implementation of the summit resolutions
will provide the best mechanism for the preservation of

Arab solidarity. The interdependence of Arab resources

and interests in the political as well as the economic



fields has been the guideline to the resolution of
inter-Arab disputes. In the past this work was
interrupted for lack of the political will to carry it
through, and the absence of coordination among the
various participants. This problem is to be recitifed.
A Jjoint 'Arab team, formed earlier, will submit its
report on the regional integration of -the Arab
countries. It is hoped that this report will provide a
new strategy for Arab economic and political cooperation
so that a new basis for inter- and intra-regional

collaboration may be laid and followed.

Proud as we are of our Arab achievement at Amman, we
were just as heartened to see that the peace machinery
of the world body has been given a new lease of life.
Superpowers cooperation and the vunanimous vote on

Security Council Resolution 598 to end the Gulf war has

injected a fresh impetus in the work of the UN, and

given us a new hope that at Jlast the two superpowers
have agreed to grapple with world problems in earnest
and jointly. Their <collaboration in this field 1is
certainly long over—due. We Arabs have always impressed
on various figures and representatives of the US and the
USSR the desperate need for such joint action to defuse
the highly explosive situation in the Middle BEast, and

assist in the resolution of all ocutstanding conflicts in




our troubled region. summit resolution in

support of 598 is a clear indication that the Arab world

in its entirety demands the implementation of these

provisions.

We have long recognized that the danger implicit in the
Gulf war goes beyond the two immediate adversaries: Iragq
and Iran. It threatens the stability and the security
of the entire region. The insidiocus perils of
fragmentation and radicalization entailed in the
fundamentalist religious .campaigns undermines the very
fabric of sovereign state system in the Middle East.
Moreover, the strategic importance of the Gulf and the
magnitude of its o0il resources, coupled with the threat
of escalation of +the war has led to the deployment of
considerable naval forces: American, Russian and
European, adding to the risks of touching off a wider

conflagration.

The presence of theée naval forces is of considerable
interest and ceoncern to all of us. What 1is so
mystifying is the purpose of this presence. '‘No one 1in
the US, or in Europe for that mafter, has asked the
gquestion as to what it is that the American naval task
force in particular is supposed to be doing in the Gulf-

there are basically four questions:




1. Is it there to protect Kuwaiti ships?

2. Is it there to guarantee the freedom of navigation

in international waters.

3. Is it there to contain Iran’s war and its quest for

hegemony over its neighbours.

4. Is it there to check Communist penetration of the

region and limit Soviet influence?

OCne thing is clear. It cannot be all these things at
the same time. .While the protection of Kuwaiti ships is
necessary and desirable it becomes rather paradoxical to
do that, and allow American—-owned ships to be attacked
Sy the Iranian revolutionary guards. Moreover, to
guarantee freedom of navigation is not compatible with
the containmént of the Iranian war effort -since Iran
would be able to export its oil without interference.
Increased o0il export will inevitably mean increased
revenues which will in turn lead to improvement of the
Iranian war machine and its capabilities. Meanwhile,
the Americans do not show the kind of resolve that would
deter Iran from pursuing 1its war aims for fear of
driving Iran into the Soviet crbit. We really can no

longer afford this kind of instant reactive diplomacy of



doing things first and finding the explanation for it

afterward. We must have a well—-thought out, coherent

and comprehensive policy which addresses itself to the
problems of the region rather than deal with their

symptoms all the time.

It is imperative that there should be no complacency and
‘delay in the implementation of UN resolutién 598. We
should not allow ourselves to be so mesmerized by the
concensus achieved either at Amman or the UN Security
Council that this unanimity becomes an end in itself.
It provides tﬁe means for effective action not only
relating to the Gulf, but also on other important and
explosive disputes. There 1is a serious risk im the
widely expressed view that all other disputes in the
region have been overshadowed by the Gulf war, which
must now await the outcome of superpower cooperation to
resolve it before other outstanding problems are
addressed. It is hoped that the Secretary- General of
the UN would increase his effort and capitalize on the
current collaboration to impress upon the Security
Council that other conflicts are not left in abeyance
and should be tackled simultaneously. Allowed to drift
these disputes become more complex and intractable tao

the detriment of all concerned.
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" Increased effort and resolve become even more necessary

when differences in perception whether in the Arab world

or Between the two superpowers on the nature and - the
extent of the UN resolution and its provisions, coupled
with the determination of the Iranian leadership at the
top to prosecute the war to ilks bitter end against Iragq
are taken into consideration. They must not be allowed
to paralyse the peace machinery of the UN. Failure in
this regard would mean that the region is condemned to
continuous war and destruction. Such an outcome would
inflict untold damage on the peacemaking machinery of
the world and put into sharper focus the credibility of
Arab leadership and the role of the superpowers. More
directly it would put an end to the useful work and
progress which the Arabs have made toward the promotién
of peace and good neighhourliness in this troubled

‘region.

It is imperative that the problems of the Middle East
are addressed at a regional level. The Irag-Iran
conflict bears many similarities to the Arab-Israeli
dispute. In some ways they are directly related and
cannot be separated. Iran occupies a geo—-strategic
position of considerable importance and what happens to
that country as well as to the region would have much

wider repercussions than merely the general concern with




.the free flow of o0il supplies to the West, ‘or the

western strategic advantage over the Soviet Unioh, both
of which may prove marginal and ephemeral factors. As
such Jran should not be allowed to use its important

strategic position as Israel has exploited its close

alliance with the United States to wvitiate all
international action. Diplomatic immobilitv has its own
dangers. Thus constructive cooperation between the two

superpowers which ought to be pressed upon them and
supported is essential for the success of the UN effort,

regional security and world peace.

The Amman summit devoted some time to the question of
Egypt’s readmission to the political councils of the
Arab world. It 1is incomprehensible that when Arab
leaders are 1looking inté the problem of Arab national
security, Egypt, the most popular and potentially the
most powerful Arab state, should be kept cut. The rush
to establish diplematic relations between Eg;pt and
several other Arab states in the wake of the Amman-
summit is an indicatien of the importance the Arab
states attach to Egypt. Joint Arab strategy and defence
is 1ikely to be as effective without Egypt as the
Western alliance 1is without the United States or the

Warsaw Pact without the USSR. Moreover, whether in the

fold or outside it, Egypt has not shirked its pan—-Arab



responsibilities. She has remained a staunch champion

of the Arab cause, whether in Palestine, in Lebanon or

the Gulf. In peace and in war, Egypt can be relied on

for support and assistance in the Arab World.

The peace achieved between Egypt and Israel provides the
universally accepted precedent for the implementation of
the cardinal equation embodied in UN Resolutions 242 and

338 of exchanging peace for territory. Egypt has

evolved 1ts commitment to the proposal for an
international peace conference to be held under the
auspices of the'United Nations with the participation of
all the parties concerned in the Arab-Israeli dispute
and attended by the five permanent wmembers of the
Security Council. As we seek a middle path in the face
of cynical extremes, Europe and many other parts of the
world, have become our parkners in this endeavour. It
is the only propesal that_kgeps the peace process in the
Middle East alive and viable. Egypt’'s role and interest
provide an important element in that process. It will
heighten the desire for peace, improve the capability
for development and reconstruction, and act as a

stabilizing force in this highly volatile region.

Regional peace and Arab security must be underpinned by

economic growth and development to increase the wealth




and prosperity of all ouripeoples. National wealth, as
you all know, is not measured by the possession of
healthy bélances in foreign banks. It is, essentially,
the acquisition of a national capacity to organize and
produce goods and services in order to generate a
surplus of both. for these specific purposes a
competent management of Arab economic affairs -has to be
obtained and developed. The problem which needs to be
tackled is the lack of a complementary economic strategy
that serves the economic interests on a regional level.
Inequality in resources, income and wealth is a cause
for rgsentment, recrimination, instability and discord
not only within our region but also between the various

regions of the world.

The recent crash of the world fipancial markets came
swiftly in the wake of the World Bank annual meetings in
Washington in late September. It is ironic that the
need for increased international cooperation and
coordination in dealing with the major economic 1issues
facing the world was the overriding theme of the
Washington meetings. Recriminations, accusations and
counteraccusations of responsibility for the recent
upheaval are increasingly coming out in the open amongst
the leading industrial nations. West European countries

blame it on the mismanagement of the US economy, while




the Americans are critiéal‘ of the policies of other
countries such as West Germany and Japan for the massive
trade surplus they have enjoyed over the years. What is
clear 4is that the three ugly sisters of external debt,'
exchange rates and trade imbalances which were on the
agenda- of the World Bank meeting have been joined by a

fourth - the crisis in the financial markets. .

In many instances, Arab countries have been
disadvantaged by the ability of the advanced countries
to coordinate their economic and political policies and
thus achieve maximum bargaining positions. Apart from
0oll a recent example 1is the exploitation of the
situation 1in the Gulf by certain Buropean countries 1in
relation to the EC-GCC dialogue on petrochemical
industries. The EC has conveniently divided the Arab
world into three main sub—-groupings that cover almost
all Arab countries: the Maghreb, Mashreq and GCC.
Separate negotiations between the EC and each of those
groups have taken place without coordination among them,
and sometimes to the detriment of all concerned. Arab
countries can equally suffer as by-standers in a
probable triangular split and a global economic cold war
that is emerging more openly amongst the USA, Western

Europe‘and Japan.




The high hopes that eﬂsued from the Amman summit of 1980
and the declaration of the Arab Development Decade
contrast sharply with the current inability of the Arab
states to coordinate their economic policies in the face
of an unstable and deteriorating international ecounomic
scene. Partial recovery 1in the major international
financiél markets will mnot erase the memory of the
events following Black Monday on October 19th, when the
stock exchanges of New York fell by 23%, London by 20%
and Tokyo by 15%, and the trend has continued despite
the hurried measures taken to check the decline. How
much Arab money was Jost in that collapse is anybody’s
guess. The estimates are in billions of dollars. This
clearly calls, amongst other things, for the revision of

investment criteria for Arab capital in Arab countries,

Inter- and Intra-regional frameworks for development can
be evolved through the identification of regional plgn;
for different sectors based on a wide ranging pattern of
complémentarities. The egtablishment of the
Trans—Arabian system, transporting oil from the Gulf
across the Arabian Peninsula to the Red Sea, and through
the Levant to the Mediterranean hés knitted these areas
more closely together than ever before. It has changed
the nature and volume of trade and consequently the

order of priority for economic development. The attempt




to by-pass the strategic bottleneck of the Straits of
Hormuz has given tﬁe .Red Sea Basin and the East
Mediterranean littoral additional strategic
significance, which goes a long way towards explaining
the immense interest expressed by the superpowers in the

freedom of navigation in these sea lanes.

Moreoveyr, the demographic dimension in this éontext is
no less important: The presence and migration of
manpower from Jordan and the Levant to the countries of
the Peninsula and the Gulf has given rise to an
unprecedented pattern of complementarities in terms of
shared human and financial resources. Thus events in
one part of the region have a direct and immediate
bearing on all others.. A threat to the security of the
Gulf emanating from the Iranian quest for hegemony will
inevitably imperil the economies of the Fertile Crescent
states, just as war with Israel could bring about the
closure of the puﬁping stations or the shipping lanes,

shutting off the flow of ail.

The regional linkages and complementarities mean that neo
state 1in the region can feel secure or isclated from
developments elsewhere, nor can any country be insulated
from regional conflicts, however distant ar paroéhial

these may seem at first. The Arab-Israeli conflict, the
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crisis in Lebanon, the War and other disputes

I

simultaneously menace all the states of the region and

world peace.

Jordan has been advocating the 1idea of regional and
inter-regional programmes for economic development to
overcome various discrepancies in the prqvision of
economic resources within a FEurasian framework. It
seecks the integrated development of +the Asian Rim of
Europe or the European Rim of Asia in cooperation with
Europe on the one hand and with countries of Socuth Asia
on the other. A plan of this kind can provide an answer
to the political and economic problems of the most
disturbed region in the world and forms the basis for
closer linkages with Europe and Asia so that the balance
of economiec power does not shift too drastically in

favour of the Pacific Rim countries.

It is abundantly clear that neither the political nor
the economic problems of the region can be treated on
bilateral bases as though they concern only Jordan and
Israel, or Iraq and Iran. Therefore, a broader regional
focus is required to eliminate primordial passions and
overcome narrow concepts of national interests. While
economic cooperation presupposes a degree of political

stability and accommodation, it is equally true that one
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way of breaking out of the political straight jackets is
to | divert mattersj to commonl economic¢ concerns.
Inter-regional cocperation will provide a counterpart to
what may disdainfully be described as the "politics of
gestures”. Despite the devastation caused by wars and
internal strife, there has been a marked iﬁcrease in
skills and wealth which need to be put. to more
constructive uses. A lasting solution to the problem of
poverty and underdevelopment can only be found on the
basis of integration in the world economy and not be

looking inwards to narrow internal markets.

It is these factors which have prompted the notion of
the BEurasian Rim of Asia and the need for closer
cooperation between the member-states of the OECD and
the countries of the Middle East, and between these

countries and other regions in the world.

Clearly we must build a more intergrated world to avoid
the paradoxical situatien of building mountains of food
north of the Mediterranean while +there is famine and
starvation to the south of the same sea. Here again
what is required is the ©political will te translate
these 1ideas 1inte tangible machinery to carry out the
work. It is not an impossible task, and it is certainly

worth the effort.
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Only six months ago the Western media used to refer to the Iran-Irag war
as the "forgotten war"., From time to time they reported on the high number of
casualties, atrocities, like the use of chemical weapons and the draft of
children, and the huge military expenses incurred by remarkably poor and
backward socleties. There was nothing like the present regular coverage of the
war operations and its political evolution. The "forgotten war" was meant to be
a moral judgement to blame both the countries at war and the culpable inertness
of third countrlies in stopping the conflict.

Today, from the fact that the war is covered 1n full detail and a number
of Western countries are more or less involved in the Gulf area, it may be more
evident that the "forgotten war" was a political judgement too: the war was
forgotten because for the Western countries -as well as for the Soclalist ones-
it was very difficult and politically unwise to take side in this particular
crisis., Both on regional and global grounds, the balance between costs and
benefits emerged as uncertain and unpredictable. This was the real reason for
forgetting the war. Have things changed in these last six months?

RERERER

The reasons it is difficult for the Western countries to take side in
relation to the Gulf conflict are particularly clear for the United States. Two
main reasons can be mentioned.

First, affer the Iranian revolution the United States has kept on
ascribing to Iran a crucial role in shaping the East-West balance within the
South-Western Asia region. In the eyes of the Unifted States no other country in
the reglion is able to replace the role pre-revolutionary Iran had played in the
global arena. Furthermore, there is the risk that because of international and
regional pressuresg on its security, Iran will drop its present non-aligned
posture by allying itself more or less closely with the Soviet Union. This
would represent a definite blow to the Us and Western possibility of
withstanding the Soviet Union in that reglon as well as to the global balance
of power. As a consequence, despite the provocative attitude of Teheran against
the United States, Washington has maintained a very cautious and neutral
posture in the Gulf erisis. So, the role assigned to Iran by the Unlted States
has acted as a first important constraint on Us policy.
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Second, the Iran revolution has politically unified the Middle East and
Iran, two areas which previously were substantially separated despite a number
of. cooperative (Iran-Israel relations) and conflictual (Iran assertive role in
the Gulf) relations. Its ideological interests have brought Teheran to search
for an Iranian role in the Palestinian crisis. Its anti-Western Islamism has
allied Teheran to fundamentalist domestic oppositicns in the moderate,
pro-Western Arab regimes. The radicalization of the Shi'ite population in
Lebanon has encouraged Teheran's political interests to assert and expand its
own presence in the region. On the other hand, the Iranian interests we have
just mentioned have been rightly:regarded by Syria as instrumental to its own
interests in the inter-Arab arena. As a consequence Iran has become a new
factor in inter-Arab politics. Inter-Arab relations have become extremely
intertwined with the Gulf crisis. This development has acted as another
constraint on Us policy both in the Middle East and the Gulf -as well as on the
policies of other countries concerned- and has contributed to make thelr.
declsion making even more difficult. '

These constraints have prevented Washington from taking a definite stand
in the Gulf war. Standing on Iraq's side might be helpful for its Middle
Eastern interests. .This could-stabilize and strengthen the moderate group in
relation to domestic oppositions, the radical Arab countries and the radical
Falestinlan groups and possibly ease some form of peace arrangement with
Israel. On the other hand, however, this evolution could throw Iran into Soviet
arms and stir up more or less open opposition in Israel. In other words it
could hurt the two countries which are considered by the Usa as the two real
strategic assets of the region. Similarly, if the United States decided to side
with Iran -if allowed to do so by Teheran- this would upset its relations with
the Arab allies.

A third factor which has contributed to prevent the Usa. from taking a
stand has been the fact that it has been prevented by its local Arab allies
-the Gulf Cooperation Council countries (Gece)- from ilncreasing its direct
military access to the reglon. The transformaticn of Iran from a friendly
strategic "pillar™ into a harsh enemy prompted Carter's intervention doctrine
and the setting up of a Rapid Deployment Force {later to be known as Rdjtf).
This doctrine, however, assumed a military Us access to the reglon which proved
unfeasible because i1t was perceived by the Gee countries as a factor of
domestic and inter-Arab insecurity. In subsequent years Us direct access has
been surrcogated by a number of facilities which surround the Gulf, in Egypt, in
Oman, etc., but the very principle of its direct military presence has not been
accepted by local allies. On the other hand it is also true that this presence,
which in the early stages of the Gulf crisis was strongly demanded, was )
considered later as compromising in the eyes of the Iranians. As a consequence
the indirect access which had materialized was seen as a satisfactory solution-
for everybody.

Despite constraints, this situation has gradually evolved toward some Us
tilting in favour of the Arabs. Sale of weapons to Saudi Arabia and the
stationing of an Awacs fleet in that country have made materlal a form of Us
low profile access. A long political process has brought Irag and the Usa to
restore their diplomatic relations. Most of all, however, the uncompromising
hostility displayed by Teheran towards the "Great Satan", and its practice of
terrorism against American citizens and Arab allies alike, have prevented any
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open rapprochement, much as this may have been sought after. It is true that
from time to time Iranlan hints at a more moderate attitude towards the Usa
have emerged. from the end of the hostages saga to Mr.Rafsanjani's mediation on
the ocecasion of the June 1985 highjacking of a Twa aircraft in Beirut., These
developments, however, have never translated intc an offieial Iranian policy.
Rather they have always appeared as instrumental to domestic political
struggle. As a result, the Usa have simply been left with no other option than
that of maintaining generally normal or good relations with the Arab countries
and abnormal, not to say very bad, relations with Teheran.

In any case, the Usa has officially maintained a strict neutral stance
and, despite 1ts good relations with Arabs as opposed to its bad relations with
Iranians, i1t has continued to do zo because of the major strategic
preoccupations we have mentioned above. The war therefore has continued to be
"forgotten™,

KRRNERE

West Eurcopean allies have taken positions remarkably different from that
of the Unlted States. In contrast with other cases, like the Mul tinational
Force sent to Lebanon, in that of the Gulf crisis the West's out-of-area
sol idarity has not worked for more than seven years. West European countries up
to very recently have strongly de-emphasized the opportunities the Gulf crisis
seemed to open to the Ussr. By applying a notion of global security
divisibility at a time of strong East-West tensions, they have been rather
afraid that a hardening of the East-West dimension of the Gulf crisis would
have made more difficult an Fast-West entente, thus affecting security in
Europe. As a consequence they have strongly supported the Gee countries!
opposition to the Us request for easler access to the area.

This has brought West European countries to neglect the Gulf crisis too.
At the same time, however, because of thelr peculiar East-West perception in
relation to the Gulf area, they could maintain a freedom of action unknown to
the Usa and, though it-would be unfair to say that they took sides, it would be
equally unfair to say that they were as neutral ag the Usa, In fact, France has
openly taken the slide of Irag and sold Baghdad weapon systems, like the
Mirages, which have proven decisive in keeping Iran at bay. On the other hand,
the Federal Republic of Germany and Italy have kept on increasing their trade
with Iran. Japan, even more detached than the Western Europeans on political
grounds, has malntained strong commercial ties with Teheran, thereby sustaining
its war effort.

One has to say, however, that this West European stance has been more
opportunistic than politically inspired. It didn't amount to an open support in
favour either of the Arabs or the Iranians. On the whole a war of ten regretted
on moral and humanitarian grounds was no less "forgotten" on political grounds
(though less so as business) by West Europeans and Japanese than by Americans.

HRERERER

These antecendents make the eighty Western warships which are today
present in the Gulf only a more unexpected and astonishing event. As unexpected
and astonishing is the fact that forty out these eighty vessels belong to West
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European countries (Belgium, France, Italy, Netherlands and Uk), while for the
first time since the war even the Federal Republic of Germany has indirectly
contributed to this military effort by sending four warships to the
Mediterranean so as to allow other allied vessels to be diverted to the Gulf.
Only Japan, though contribiuting finaneclally to the expedition, has refrained
from a direct military contribution. Is this event to be interpreted as a
change, not to say a turnabout, in the Western stance? Does it mean that the
Usa have now taken sides with the Arabs and that the West European countries
are doing so with the Usa? Is the Western East-West perception in the region
undergoing a change?

Let us begln from the West European attitude, If Western Europe has opted
for such a significant involvement in this out-of-area operation, it is because
security conditions in Europe:are changing and the role of South Western Asia
(Swa) among these European security conditions is changing too. In this sense
the Europeans cannot fail to consider that both the Usa and the Ussr have’
undergone a growing involvement in Swa. Independently of recent developments in
the Gulf, this involvement is witnessed by the new military arrangsments made
by Washington and Moscow in setting up the Rdjtf (Rapld Deployment Joint Task
Force) in Tampa and the new Southern Tvd (Russian acronym for "operative
strategic theater") respectively. The recent disarmament agreement between the
two superpowers in the European theater may be regarded as an outcome and a
factor of this change in both superpowers' reglonal priorities.

Whichever thelr relationship may be, disarmasment in Europe and the new Us
regional priorities coalesce in urging Western Europe to work out a new and
enlarged gsecurity concept. It i1s an enlarged concept in the sense that it muat
account for European and the Southern Flank (including Swa) regional security
alike. In fact, a= a consequence of changes occurring in Us-Ussr relations,
especially in the European theater, West European countries are expected not
only to take up more responsibilities in defending the European front, but also
to do so out of the Nato area. For in order to keep alive American support to
their security in Europe, Western Europe has to meet Us security requirements
el sewhere. West European countries will not be allowed to think of their
securlty as divisible any more. More and more, the East-West dimension in
reglonal crises outslde Europe, especially in Swa and more generally speaking
in the Southern Flank, i1s going to become a mutual concern. Another argument to
reach the same conclusion is that the detente now prevailing in the relations
between the twe superpowers 1s reassuring for Western Europe and as a
consequence 1t allows for more Atlantic cohesion., Whichever the arguments, they
suggest that West European presence out-of-area 1s likely to become an
important part of the new West European security concept. Its remarkable
presence in the Gulf today can be considered as a first outcome of this new
posture, Past trends seem to have been reversed and Western Europe 1s expected
to stay closer to the Usa in out-of-area operations generally and in the Gulf
particularly. Accordingly, West European policy toward the countries in the
region should become less fragmented and copportunistic and the Western presence
in the area more effective and stable, ‘

The change in global and European security conditions is not the only
factor allowing for this more cohesive and effective Western presence in the
Gulf. Another important factor is the substantial Atlantic consensus on
policies to carry out in the area, both on reglonal and global grounds. One
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could hardly say that the "reflagging policy™ and, more generally, that of
protecting international navipation in the Gulf emerged, from Washington as a
conscious and pondered policy. It may be that this policy was adopted as a way
out from the "Iran-Contras" quagmire at a moment when Us credibility among Arab
and Western nations seemed seriously in question and Bmerican policy was
regarded as a blow to the stability of the allied moderate Arab regimes.
Whichever its origins it has rapidly proved effective. Its effectiveness comes
also from the parallel action carried out at the Un starting with Resoclution
598. In some Western quarters -as in Italy for instance- a direct Western
military presence in the Gulf has been regarded as in contradiction with
policies carried out through the Uno., Military presence has been considered as
an obstacle to the possibility for the Un to mediate between Iran and Iragq and
for the Ussr to be assoclated with a more authoritative peace process. Quite on
the contrary, though this Western policy has been neither thought out jointly
nor of ficlally agreed upon, it looks like a deliberate and well-conceived
double-track policy. On the one hand, Western moves at the Un keep the door
open to the Ussr should 1t be willing to inltiate a cooperative policy to
moderate and conciliate the contenders by joint pressures and by isolating them
politically. Furthermore, Un moves'have prevented the Ussr from using easy
propaganda against the Western military presence in the area and have also made
clear that there are oscillations in its attitudes towards the crisis. Some
Soviet steps have appeared in harmony with the overall cooperative attitude
shown by the new leadership and the search for a responsible role in this
regional c¢risis. Other steps have appeared closer to old fashioned opportuni sm.
Anyway, the door is kept open and this 1s defiritely an important element in
reassuring West European allies and in allowing a strong cohesion among them,
On the other hand, military presence 1s a clear signal to the Soviet Union, to
Iran and Iraq and to the Gee and the other Arab countries that the Western
nations are determined to protect their interests and those of the allied
countries independently of the absence of expected cooperative pollcles. In the
end, this may be a good argument for urging such cooperative policies.
Consensus on this double-track policy 1s making Western cooperation work, even
if it is working as a spontaneous coordination cutside arny institutional
framework.

Besides pluses, however, there are shortcomings. An uncoordinated military
presence may be a good start. Defimitely, it has had the merit of throwing
Western countries out of impotence. However, 1t cannot be a surrogate for an
overall regional policy. In the end, if Western military presence is not
explicitly coordinated, it i1s because of the absence of shared Western
policies, A policy based on nothing else but consensus -rather than on shared
institutions- i1s only teoo vulnerable to changes in circumstances and conditions
actually prevailing. As in Lebanon, it may work for a while, but sooner or

~ later the lack of well defined goals -as well as the presence of wrong

policies~ is bound to backfire and make any military instrument void.

At Present, the prominent political goal which has prompted Western
military presence in the Gulf is that Western countries' interest in protecting
Arab moderate countries' stability has definitely prevailed. Fears about Arab
stability have finally been confirmed by the Iranian decision to involve Kuwait
in the war, by attacking it militarily after years of terroristic pressures.
However, these fears have come up as a consequence of protracted Amerlcan and
then French ambiguities in reacting to Shi'ite terroriam in Lebanon, and
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principally in the aftermath of the "Iran-Contras" affaire. Now, military
presence has certainly sent to Western regional allies a strong signal. It is
also true that this signal has been appreciated, though not necessarily in an
open fashion. However, in the immediate future this policy will require
responses to other -sometimes "old"- questions which in the end have been only
postponed. First, effective and cohesive as it may be today, Western palicy in
the Gulf has not resoveld its dilemna between Middle Eastern and Iranian
interests. Second, if Western policy is expected to restore Gee countries?
long-term security perceptions, it cannot avoid accounting for Yold" regional
issues, such as Iraqg-Syria rivalry, Irag and Iran roles in the region, and the
conflict over Palestine. If the West falls in responding to these wider
questions, its military presence will be perceived once agaln by local allies
as a factor of insecurity and the aim of stabilising Arab moderate countries as
a middle-term goal will also be missed.

We have just hinted at the more or less covert negotiations undertaken by
sone Western states with Iran and its supporters. As unacceptable as those
policles might have been, they are the expression of a widespread feeling,
especially in the United States, that a relation must be restored with Iran
because of its unavoldable strategic importance. Rightly or wrongly, recent
Iranian moves towards Moscow as a reactlon to Western military activities in
the Gulf may keep alive the American feeling that Iran cannot be strategically
surrogated. One can say that this feeling is sometime exaggerated. However, it
remains true that Iran is part of both a Western Northern Tier and a
Russian/Soviet Southern Tier which continues to be perceilved as strategically
determinant by both sides as in all our modern history. This means that the
present Western tilt towards the Arab side is not to be maintained and
developed in the near future. Today, there is an international agreement which
involves not only the Western countries but the Soviet Union as well, over the
fact that an Iranian viectory over Iraq cannot be permitted because it would
have a sweeplng destabllising effect on the Arab world. However, there 1s also
on the Western side the firm feeling that Iran cannot be entirely left to

frustration.

For this reason Western countries have to find the way to restore working
relations with Iran. The military stick must combine with a reinforced stream
of offers for political and diplcmatic cooperation., On this ground Western
hints at recognizing that Iran suffered an agression should be more expliecit,
because this could be a good argument in the hands of Iranian pragmatic wings.
At the same time military pressure must continue unabated in order to make
peace more desirable to those who want it and the war more costly to those who
are not prepared to enter into negotiations. This will certainly be a major
political task for the Western countries to accompl ish.

An even more difficult task will be that of reassuring Gee countries.
Though, for their oWn reasons, these countries are as half-hearted as the
Western countries. Their security could not tolerate an Iragl defeat but an
Iranian defeat 1s hardly wanted. By the same token, a situation where Iraq
could prevail over Syria is not desired either., While on the first point, i.e.
keeping a fair balance between Iran and Iraq, Western and Gee interests seem to
converge, as far as the second point 1s concerned it invclves the whole
Palestinlian issue and the ultimate inter-Arab balance. Here regional and
Western interests are not necessarily comwverging. Nor are the Usa and Western
Europe! s. ‘
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As a consequence, as satisfactory as the present state of affairs may be
in terms of Atlantic cchesiveness and effectiveness in the Gulf, prospects
depend on Western countries' ability to substantiate thelr mllitary presence
and their prevalling East-West orientation with proper initiatives on the
ground of regional politics. This is a difficult and divisive task of itself
and it 13 a severe test for the Western lack of institutions in an area where
they need on the contrary a growing presence and cooperation.
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The Iraq - Iran War

Present and Future Implication

Introduction:

Historically, nothing has constitued adirect cause of er-
uption of Wars.more than miscalculation. And nothing led to misca-
lculation more than lack of/or misinformation. Such judgement se-
ems to be quite relevant to the Iraq-Iran War, now entering its

eighth year, and threatens to continue for many years to come.

The War between Iraq and Iran has been characterized on
both sides by serious miscalcutions,particularly,the strategy and
operation- of the War,and the.loyalty of each other's population:’

Aware of the.political and social turmoil which took place in Iran
after the revolution, and alarmed by Iranian revolutionany tenden-
cies toward Iraq and Arab Gulf Sfates,and_yet considering its role

PR
[N

as tne guardian of the Arab intgrests on the eastren Tiank of trhe
Arab nation; the Traqi leadership though that, the Khomeini regime
would fall under the impact of a quick and pre-emptive invasion
Likewise, the Iranian leadership thought,as soon as Iragis' were
faced with military setbacks and economic hardshiﬁs, the peaple.of
Iraq who are mostly shi'a would rise up and throw the regine out,
In fact, the War haslhad much the opposite effect. It has driven
Iraqi public opinion behind the regime. The hopes of Iran's lead-
ers that Iraq's sizable Shi'a community (more than 50 perceng of

the population) could be led to active disaffection have thus far

also proved to be illusory. (1)

There has been no convincing evidence of.any serions dis-

turbances on the part of the.Iraqi Shi'a during the War. Such

disturbances are now occuring in Saudi Arabia, Kuwait, and other




Arab and moslem countries. The Iraq's, being aware of the aggressive
interntions.of the Iranian regime agaist their country are now uni-
ted to defend their pride and Iraq's territorial integrity. Conver-
sely, Iraq's invasion of the province of Khusistan, know historically
known as Arabistan, whose inhabitants are largely Arabs, did not lead
to significant defections among the people of that province. Even
worse, some Arab countries sided with Iran, while others are still

neutral. Nationalism and- loyalty to the present state havep proven ”

a stronger force than relgions affinity or distant ethpis identity.(2)

Following the course of this bloody Wap, many observers beli-
eve that whether the War-started on the 23 of Septembers 1980, or
on the 4th of Sep£ember that year, Iraq had no choice but to gq to
War to defend it future existence. fhere is no doubt that the Iraqi
leadership regarded the Khomeiﬁi regime a deadly threat against Iragq
and , as sﬁch, it was 3 challenge that had to be canfronted regard-

less of its risks, ’

One of the compelling reasons was to stand against the Iran-
ian encroachments on Iragi land,and land inhabited by Arab speakers.
Iragqis see this encroachment as a long and exorable process strech-
ing back to the Ottoman-Persian Wars and the treaties concluded as
a result of them, and continuing right up to the Shah's seizure of

the right bank of the Shatt.

The Iranian encroachment has intensified in the twentieth cen-
tury under the modern state of Iran. In 1925, for example, the ant-
onomaus Arab Shaikhdom of Muhammarah, under Shaikh Khaza'il was se-
ized by Reza Sha and incorporated in Iran‘ as the province of
Khnzestan. In 1937 @& treaty between Iraq and Iran, brokered

by the British, advanced the Iranian frontier between - Iragq

and Iran on the Shatt Al - Arab still further intao Arab




terriloryi specifying that the border would run along the right b-
bank, except in front of Abadan where the fraontier ﬂould be the th-
walweg or midchanned.(j) Thué, Irag lost éxclusive.control over its
only major access to the Gﬁlf. Even this line was breached by the
Shab in 1969, when he challenged Iraq's claim to sovereignty over
the river, and began to police and use the shatt with out reference
to Iraqga)The Shah's ambitions were not cqoled down except after
signing the Algiers Agpéement of March 1975, which légally géve him
what he wanted-a border on the thwalweg ; and which the Iraqis bitter-
ly accepted in return For the Shah's guarenteed promise to cease in-
terference in - the Zinternal affairs of Iraq .—-In short, to end

his support to Barazani movement in the north.

’

The second reason was to stand against the continuous att-
empts by the Iranian government to openty spread its revolution to
Iraq and the Arab Gulf States. For example, Iran's president Stat-
ed "Iraq is persian" on 7 April, 1980, while the foreign minister
claimed the next day that "Aden and Baghdad belpng Eo us." In a
radio address the same month, Khomeini stated that " the Iraqi-people
should liberate themselves from the claws of the enemy. It should
tapple this non-Islamic party in Iraq refering to Ba'thist Party."
In May, the Iranian president declared that ".... the Imam(khomeini)

is the religions leader for us as well as for Iraq."(5)

The appeals to overthrow the Iraqi regime was addressed pa-
rticularly to the shi'as of Irag,and specially to Al Da'wah party
which is supported by Iran. The Da'wah party and Shi'a mihlants ,

under Iranian direction,were engaged in bloody demonstrations '




sabotage attemps,and assissnation acts against Iraqi targéts and
official government and partylaad?rs. Hostilities between the
two countries.reached climax when,on. 4 September 1980,Iranian Armed
forces used artiilery to shell the Iraqi cities of Khanaqin and Min-
dali ° from the border area of Zayn al-Gaws, which Iraqis expected
to have returned as apart of the border agreement of 1975 . The
shelling inflicted seripus losses of property and civilians, and
consititued an abrogation of 1975 agreement by the 'Iranian. side.
Despite an Iraqi protest, the shelling was repéated agéin on cbhe -
7th of September. Iragis agian protested but received L_ﬁOﬁ;réply.
Finally the Iraqis occupied Zayn al Qaws and no September 17 abro-

gated the 1975 agreement.(6)

The-Iraq Iran War has other characleristics, One of strik-
ing phinomina about the Iran-Iraq War is its uniqueness. It is

distiqgiushed in many aspects from other contemporary conflicts.

First, the continuation - of the War seems not . te
be mofivated by the désire of either side for occupation and
terrilorial acquistion, athough historically, border disputes—over
shatt al-Arab and Arabistan (now khusestan), have been hehind the
fears and suspitions prevailing between the two countries. After
about eight years of fighting, officials in both countries now
publicly declare that they have no objection to accept the interna-
tional border line between the two countries, provided (certain
.conditions) are met. There is no foundation for dispute over land

and sovereignty as is the case in the Arab - Israeli conflict.

Iraq had stated more then once that it has no territorial

aims beyond the restoration of the status quo prior to the 1975




agreemnet, and the return to the Arabs of the three islands, .Abu
Musa and the Tunbs, earlier seized by the Shah in 1971. In addi-
tion, of course, Iran would have to agree to end the export of its
revalution and to cease interference in the internal affairs of
Iraq., On the tenth of November 1980, president Saddam Hussein
stated: "We have said on more than one occasion ... and we empha-
size that, our decision.to confrént Iran after its aqggression
implied no intention dr action on our part to acquire Itanian teérr-
itory.(7) The same attitude was pronourced by the rulers of Iran,
although it is now becoming very difficult to predict the. real
Iranian terms for the setllement of the War. Quoting = Hashimi
Rafsangani, head of the Iranian Parliament, he said: "We only dem-
and putting the criminal aggressor(Iraqi president Saddam Hussein)
on trial and Punishing him, in addition, to get compensation for
losses, and the liberation of the Iraqgl people. If our demands are
met, we will then have no ambitions on a single inch of Iraqi

territory."

Second, the War between Irag and Iran cann't be viewed as
a racial or ethnic War. The War is.not between the Arabs and the
(furs) Since only a few Arab countries, Jordan and Egypt in paCft-
icular, have come to strongly support Iraqg, Syria andlLibya have

been openly supporting Iran.(*)

In fact, both Iragq and Iran are expefiencing all
serious problems of which afflicts most - of
(*) The question of the War is atop priority on the agerda of

the emafgency summit meeting convened now in Amman. According to
press reports,aiphanga in the Syrian and the Lybian stapds towards

joining the Arab consensas. in supperting Iraq - and endorsing immed-

iate~implementatibﬁ of security cauncil Rescl.598 is expected to take

place.



the third world countries. Every year or fighting puts back each

country at least five years.

Both countries depend on oil for most of their foreign ex-
changesand the oil glut, and the drop in the price of o0il, had ce-
rtainly ruined the economy of both countries. Arms and amunition
are never supplied free by either capitalist or socialist countries,
and even though helped—by friendly countries with finance, it will

sgo.n be difficult for both sides to continue Warfare.

Third, the Gulf War cannot be considered as-a War by-proxy
between the two superpowers, although, it ié not difficult to re-
alize that the American and Séviet stand towards the War is notl
totally neutral. There is no direct or indirect confrontation bet-
ween the two superpowers through their local allies as is the case

in Angola or South America.

Perhaps the most remaskable thing about the War has been
the relative aloofness of the superpowers. It is inconceivable
that a conflict between Israel and any Arab country would Qo on for
VEeTY loné, without both superpowers being drawn in, on the diplo-
matic side, and threatening to become involved militarity. Yet in
this conflict both superpowers have been some whaf ambivalent about
where their interests lie. They are both showing considerable re-
strain not to get directly engaged, presumably for fear of drawing
in, the direct involvement of the other superpower, and because this
net the region where the United States would choose to have a major
military test with the Soveit Union.(8) The general attitude of the

two superpowers has been to prevent any decisive military victory
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be Iran or Iraq one one another, and to keep the War dragging on
as long as it can be contained Within:its military and‘regional
Boundaries. So long as the flow of oil-to the WestrenAworld is
continued in fair price, there is no need for American actual in-
terference. The Soviet Union, though an interested party, is busy
in Afghanistan and prefers to stay out of the conflic while evid-

ently suppling arms for both sides.

Nevertheléss,'the Gulf War is not, nowW,confined to the bo-
rders of the two warring contries - Iraq and Iran. It has spread
to the Gulf states as well. The attacks on oil tankers, and thé
interruption by Iranian naval forces of ﬁil shipment; have posted
difficult choices for the two superpower-and other superpowers as
well. For the Gulf States, the extension of the War, tOl rreach -
nofi-bellingerent countries" (ie: the Mecca incident and rocket at-
tacks on Kuwaiti oil installationg"), have now convinced them that,
the Iranian revolution, and the Irag-Iran War constitute the worst
security threat that they have yet had to face. Many Gulf leaders
are now ready to see Iraq as their first line of defense :.against

Iranian subversion.(9)

Finally, the Gulf War is not a religious War. it is
not a War motivated by differences between two ! religions.-
Aside from Khomeini indoctrinations, combatants on both sides em-
brace the same religion - Islam, and have the same religions

affiliations.

At the outset of the War, Iraq indicated its willingness

to end the fighting, and expressed 1its readiness for direct



negotiations through a third party, the Uﬁited Nations, or any-
other regional or international Fofum. Iran still refuses to ne-
gotiate the conflict. In fact, Khomeini insists fhat, no peace
will be caoncluded with Iraqg as long as president Saddam Hussein is
in power in Baghdad. Khomeini further demands, aloﬁg with other co-
nditions,a new regime should be established in Iraq which resembles
the present Iranian regime in its constitution, idiology

and operation.

No country can advise another about its change of leader -
ship. Any change must come from within, either constitutionally or
otherwise. Instance on change from outside will result in a puppet

and unpopular regime to neighbouring countries. Perhaps.,this is

what Khomeini aims at.

The unique and complex nature of the Iraq - Iran War, its
dynamics and motivations, should not, morally and politically jus-
tify its continuation or prolongation, although Wars are usually
fought with no regard to moral or humantarian obligations. The Gulf
War has been going on for almost éight years now... time enough to
revéal to everyone what this tragic War has left behind. The aim
of thiszpaper is to examine Fhe tragic consequences and implica-

tions of the War in its regional~and international context. It will
focus on the social, political and strategic impact the War has left
on both Irag and Iran. Its impact on the Gulf States, as well as ,

the two superpowers whose interests have been directly or indirectly

affected by the War.



Impact of the War on Iraq and Iran

The negative and painful results emenating from the Irag-
Itan War are hard to camprehend., The War has bheen a - complete ’ waste
of human, economic and éociél resources for both countries. More
than a million have been killed and wounded on both Sides(10) If
so many young men are sacrificed in a hopeless War which definitly
cannot be won by either side, who will care for the widows, chi-
ldless and old people in five, ten, and twenty yeérs from now when

the generals and ayalallahs are old men or have passed away.

One of the most distressing social effect - is the ability
of the War to destroy and weaken the material and moral structure
of society. Death of tens of thousands of men in the battlefield
created social vacuum and .imbalance between thé two sexes. The
absense of thie nead coi the family led to grave financial, moral
and psychological problems, let alone problems created by the ex-
istence of thousands of disabeled persons, who are left desperatly
in need faor professional and rehabilitation: programms to help. them

to spend the rest of their lives in peace and dignity.

Attacks on economic and vital installations such as fact-
ories, roads bridges and other,—transportation services have des-
troyed the infrastrcture and crippled the economy of both countries.
The gstablishment of such infrastructure cost Irag and Iran tens of
millions of dollars in the last two decades. Many development pr-
ojects in the field of housing,'education,industry, and sécia; well

fare have been defered or cancelled under the need to allocate

money to service the machinary of the War. It is going to take




relentless efforts by the governments of the two countries, when
the War ends, to rebuild - the economic infrastructure which is

not an eaéy job to do.

If the social and political consequences of the Irag - Iran
War have been so painfully shocking, the political results are no-
less dangerous. The continuation of the War, with the possibility
of spreading to threaten other countries in the region, has left
the door open for the- superpowers to reinforce thief existeﬁce in
the area, under the pretext of protecting their strategic interest
and the interests of their "Friends™". It led to the weakening of
the natianal and regional securify of the two conflicting parties;
and, as one of the necessities of War, created a.shift in their
position toward friends and adversaries. -For instance, Imam
Kﬁomeini and those adaround him used to call the two wuperpower. the
"big Salan'" who has been responsible, historically, for the problems
and grievances of the Iranian people. They used also to label
any contacts with Israel as being treacherous and evil. Nowadays,
Iran depends on these countries for its economic and military bu-

ild up. (11)

The extension of War hasalso- led to weakening of regional co-
operation. The principles of good neighbourliness, cooperation ,
negotiation, peaceful coexistence and rtecognition of each other's
identity, have been replaced, in this War, by the tendency towards
mistrust, suspition, and aggression. In fact, the World is now
withnessing . very dangerous and strange political tendenciesesuch
tendencies are :.represéenbedy byz theué;Lraniaha “desire ta.

destroy other- countries' heritage, ideologies, and regimes,



because such regimes are different from that of Iran; using only

force to achieve that goal. (12)

Unfortunately, the data available on economic costs of thg
Iran-Iraq War do not provide an accurate picture of each side's pr-
oblems and capabilities. The budget and economic data available on
Iragq's credit position, or of Iraq's position in terms of total
cashflow available to finance the War is unclear. .The economics
and budget statics on 'Iran are also intrustworthy.(13) Never the.
less, it is clear that both Iraq and Irtan are nbw under serious

strain.

Inspite of costs in development and industry, Iraq is badly
short of labor. 1Iraq has now sole two million foreign workers to |
finance. It has become steadily more dependent on Egyptian and
Arab workers, and-on. .imoorts cof focd and industrial prcducts.
The extension of the War,and the loss of its Gulf o0il terminals du-
ring the first weeks of the War, and then its pipelines through
Syria, cost Iraq growing economic strains in financing arms inports.
Iraqg went from massive holding of foreign reserves, (estimated 35
billion at the start of the War) to being a debtor nation that can
only sustain its ability to borrow and defer debt payments because

of aid from Saudi Arabia and Kuwait.(14)

Judging from the data issued by the Iraqi Central Organiza-
tion, it is clear that significant decline in'gross domestic prod-
ucts, employment, rate of construction, improvement of transporta-
tion services,'growth of education, imports of civil geods, and

agricultural production of majer crops, has taken place, becaue of




the huge costs of the War. The situation is certain to grbw much

worse if the War has not come to an end.(15)

Iran also is feeling the strain; but in different way. Itan
has had to generate high levels of military spending inspite of the
revolution, the collaps of Iran's pre-revolutionary economy, and
major difficulties in maintaining its oil exports; Although Iran
has been able to average 2.2 million barrels perday during the ea-
rly stages of the Waf} it was almost certain that Iran has only be-
en able to finance the War, because so many of its volunters are vi-

rtually unpaid, and because of mass popular contributions.(16)

In an interview with the Indonisain Weekly Magazine ( the
Tempo) Abu Al-Hassan Beni Sadr, ex-president of the Islamic Repu-
blic of Iran, described the Situation in Iran; as being "Severely
Deteriorating”{(17). "tvery day there are protests and demonstra -
tion against the regime of Khomeini and the War he is " foolishly
pursuing with Iragq". People are fed up with the War because of the
high cost they are paying for it. The War costs the budget around
10 billion dollars each year; where as the revenues from oil dé not
exceed 4 billion; that is'if we want to exclude the false figures
issued by the government of Iran". "The War, poverty, social injus-
tice; frustration of not being able to export tHe revolution, and
social and financial scandels are the "mechanisms" which face the
Khomeini regime and its insane policies". He concluces by saying
"the image of the Khomeini regione is fading away. There is no one
who can take the place of Khomeini. All those who are in office now
are "men of War: They lack the vision, ability and integrity  to

lead." (18)
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In fact, the cost Iran is paying for prolongation of War is
not to be measured in the corpses that litter the baftle—FielF
Like Iraq, it also represent an enormous drain on Iran's. Finandeé
and skilled man power. Very soon, Iran may have to choose between,
its ambitious development programmes, and the conflict with Iraq -

much as the government of Iraq has 8hown its readiness to do.(19)




- 14 -

The Impact of War on the Gulf States

The War between Iraq and Iran has been oneof two major dil-

emmas facing the Gulf countries;irefered tp here,as the six members of

hit

the Gulf cooperation council. The first, is the. recession which

the ecoﬁomigs of these countries since the first half of the 1980s.

The Gulf countries have been among the worst hit by the co-
mbined fall in demand for oil. Saudi Arabia which has been a major
producer in OPEC  iS now producing 4.15 mb/d compared to 10mb/d in
1980. Kuwait and the other countries are not in better shape. 0il
revenues are down by 50% since. 1981. The Gulf couﬁtries problem in

(20
the past six years has been that of trying to adjust to new conditions.

The falling revenues reduced the level of spending by the
Gulf governments. It forced cutbacks in development projects, reduc-
tions in the number and salaries of government employees,and delays
in payments to contractors. Some governments ;re trying to increase
their revenues by cutting subsidies on electricity and water; and
even,by introducing income tax. But political nervousness made those

governments unwilling to squeeze their cilizens directly.{21)

The economic difficulties of the Gulf states have been exa-
cerbated by the Iran-Iragq War,and the rise in regional security pro-
blems. Assistance to Iraq has drained dwindling resources, while.re—
gional subversion has undermined business confidence, leading to a
considerable outflow of capital, and reduced investment in local ec-
onomies. The War has laso depressed regional trade, including re-

export trade. The result has been a serioys economic recession that

has endangered the stability of the Gulf Ffinancial and banking
systens.(22) |




Additienally, the Irag- War has generated tremendous polit-
ical turmoil and instability in the Gulf. The.real dangers of the
War lies not only in its prolongation but in its poessible after

effects in a stralegic region over which the Gulf states have very

little control; . - e

The major concern of the states of the Gulf has basically

been to maintain their own secutity against the radicalization winds
sweeping the region. The gist of their policies was centered

on preserving a states quo ﬁbsition against the dangers of inter -

nal . 'as well as, external threats.

Another majer concern was, and still is, the{proteptidn af
their economic base. The greatest risks are, of course, those of
physical damage to o0il installations, and/ or the disruption of.
shipping of eil in the Gulf. Both of these risks have been illust-

rated in the Irag-Iran War.

It is probably correct to say that the states of the Gulf
did not want this War, however much they feared and d;sliked the
implications of the Iranian revolution. Aware of their weakness
vis-a-vis more powerful regional neighbours, these countries have

adopted a policy of seeking to stay out of trouble and remain on

good terms with everybody. ;E;; worked hard to establish good re-

'I;;;;;;_;I;;_;;;F;;;;T_—Et therefore came as & particularly unplea-
sant shock when his government was overthrown and replaced by a re-
gime that openly proclaimed its hostility to the '"corrupt rulers

and societies” across the Gulf.(23 ) Under the circumstances, the
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Gulf States”Support for Iraq was necessary for reasens of Arab So-
lidarity and because Iraq constituted a vital element in the reg--
ional balance . Howevér, they did so because they regarded the Ir-

anian revolutionary regime as the main threat to their security.

In fact, the leaders of the Gulf States realize that in
the best of eircumslances Iraq cannot defeat Iran, and that what-
ever coutrse Iran's internal revolution takes over the next decade,

Iran will continue to be a major force in the Gulf affairs, and

that the Arab Gulf States will have to find away of living withit.

They have therefare sought to balance their support for Iraq by

keeping the door open to Tehran.(24)

The dangers of the Ifaq—lran War have been, one of the co-
nstant and primary concerns of the Gulf cooperation council since
the organization was founded. As kuwaits foreign Minster Shaikh
Sabah Al Ahmad Al Jaber, recently stated in ameeting of the GCC Mi-
nisterial council (June 1986), " there never has been a meeting (of
the Ministerial council) at which the Irag-Iran War has not figured
on the agenda". The Gulf War emphasizes the difficulties the GCC
faces in reconcilikg its stated aims and objectives with the pra-
ctical dictates of inescapable pilitical and milita%y-develapmenps.
" The GCC therefore, * hag. - emphasizedi the importance of dts.
nonaligned position to all countries" and its collective reponsi-

bility for the stability in the Gulf region.(25)

The same views of " neulrality and non-alignment" has been
reiterated by Mr Abdul Kader Al-Ameri, ambassador of Qatar to the

United States in a recent interview with the editor of the American
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Arab. Affairs. When asked about, what might bt daone to end tﬁe
‘War , . he said; "The Gulf War has_been gtop issue on the agenaa
of the GCC summit meetings™ . The GCC called on both parties to
accept the brinciples of the United NAtions, which calls for the
freedom of navigation to end from the Gulf ports. The GCC countr-
ies reaffirmed their readiness to mediate with waring parties in
order to put an end to the destrutive War, in away that would pr-
eserve the rights and legitimate interests of both bountrieé, as a
step toward normalizing relations among the States of the

region". (26 )

In order to understand the ideological oriontation of the
Iranian revolution, and consequently its potential threats on the
Gulf States and Arab and moslem countries in the area, it is nec-

essary to examine the ideological percepts of Khomeine, who is the

architect of that revolution:

For Khomeiﬁi, the only salvation for moslems is to overth-
row the corrupt, opressive and anti-Islamic regimes, and to estab-
lish the Islamic¢ revolution which will usher in, a new social and
political order in the Islamic World.2Z ) In his words: "We have
no alternative but teo work for destroying the corrupting systems,
and to destroy the symbol of treason and the unjust among the ru-
lers of peoples. This is a duty that all moslems wherever they may
se are entrusted-a duty to create avictorious and triumphant Isla-

mic political roveolution".(28)

Thus the objective of khomeini's ideclogy is to establish

the Istamic reveolution whiech will "destroy the heads of treason ,
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the idols, the human images, and the false gods who disseminate
injustice and corruption on earth".(29) To achieve this objective,
Khomeini calls on the religious (Ulama) to abandon passivity and to

become involved in the political process.

Since the Islamiec government isa gﬁvernment of religious
law, Khomeini argues that "only the religious jurisprudent ( the
Fagih), and nobody else should be incharge of the government.(30)
Thus the (Ulama).have‘exclusive anthority over all matters. "They
have been éntrusted with governing, ruling and running the affairs

of people.

The concept of (vilayati Faqih) is based on Khomeini's
conviction that the Islamic state is the best from of government;and
that only in an Islamic state can the moslem's interests be saf-
eguarded and promoted., Since the Islamic state is the best form of

government, only the (Fagih) can have genuine leadership of such

a-state., (31)

Khomeini concept of the Islamic government and the uhiver-
sal pan—Islémic state runs contrary to the concept of the territ-
orial state; and the contemporary political systems. For Khomeini
"the division and fragmentation of the moslem states into indepen-
dent political entities is artificial. He attributes this fragm-
entation to the schemes of "imperialists and the Eyrannical, self-

seeking rulers" who have divided the Islamic homeland.(32)

Iran's holiticizing of religion has antagonized the secu-
lar state of Iragq and alarmed the Gulf states. In the words of

Sa'doun Hammadi, head of the Iraqi peoplés council:




"Khomeini's scheme of the so-called Islamic revolution is to des-
tabilize thérregion thrnugh instigating sectarian strife. We in
Irag refuse such a medieval idéoiogy. Our concept is secular, and
we dont mix together affairs of state and religion. Revolutions
canﬁ’t be imposed from the outside agaist the free will of the
people. We are bound to stand agaist Khomeini's theories and pr-

actices, in defence of our security, well being, and independence".

To presiaent'Saddam Hussein, the new orientation of the
Iranian revolation is only " a false mask to cover persian racism,
and the deep-rooted hatred agaist the Arabs", "The Iranian ruling
clique is using religion to instigate Fanaticism, hatred, and di-

visions among the peoples of the region, ( 33)

Unfortunately, the ideological and practical manifestation
of the Iranmian revolution proved to be so. The political incidents
carried out by the Shi'a community in the Gulf, and instigated by
Iranian outhorities; gave validity to the Iraqi interprelation of
Iran's revolution. The anti-government agitation in the eastern
region of Saudi Arabia in 1979, the Iranian-backed coup attempnt. in
Bahrain in 1981, Iran's refuéal to return to the UAE the three is-
lands seized by the Shah in 1971, the disturbances during the Haj
season, which are caused by Iranian pilgrims to spread Khdmeini's
message of bdlitically active Islam, convinced the leaders of the
Gulf States of the hegemonic intentions of the Iranian regine. Such
incidents were perceived by the Gulf states as an Iranian attempt
to undermine their existing regines; and as aspiration by Tehran,
as did the Shah before, to be reconized as the dominant po@er of

the .region.(34)




In Rafsanjani's words Iran's naval and other forces are

"the guardians of persian Gulf security" "Iran would turn off the

0il taps in the persian GulF, if Iran's oil exports are stoppedJ{35)
Therefore Iraa's rocket and air.attacks on Kuwaits land and o0il
inséallations; and on the shipping in the southern Gulf is aimed
at for reminding the Gulf States that their support for ‘Iraq is

not cost free.

Inspits of "Itan's verbal assurances"; partucularly iin
the last two years that "Iran has no covetous eye on Iraqi territ- ;
ory, and it has high respect Fo; itéGulF'niqghbours, the lgaders: of
the Gulf States, are still worried of the dangerous regional impli-
cations of the Irag-Iran WYWar —‘a War on which. Khomeini and his re-

gime have gambled every.bhing- even the revolution itself.(36)

The Irag-Iran War has had far-reacning implicaticns that

exceeded the twa waring countries to the whole Middle East region.

Some of the major regional implication are:

First, the eruption of the War splited the Arab world into

‘two camps, a pro-Iraqi camp versus apro-Iranian one.(37) A new

realignment of power consequently emerged in the Arab world , as
evidenced by an Iranian - Syrian - Lybian axis versus an Iraqi-
Saudi - Jordanian axis. This polarization deepened and sharpened
inter<Arab differences. However, such differences seemto be over-

came in the deleberation of the extra-ordinary Arab Summit held in
Amman on the 8th of this monthw The conference unanimously suppor-

kEed Iraq and the Gulf States to. defend their legitimate rights,




and condemned Iran's denial .and nmonconpliance with internationl

Jdaw.. (38)

The final communique issued by the conference expressed
the Arab leaders' anxiety an the continuvation of the War and voi-
ced their dismay over the Iranian regimes' intransigence, provoca-
tions and threats to Arab Gulf State. They condemned Iran's occ-
upation of parts of Iraqi territory and'Tharan‘s procfastination
in accepting Seécurity - Council resolutions 598. }he-conference
also declared its solidarity with Kuwait in confronting the Iranian
regine's aggression: and denounced the bloody crimnial acts per-
petrated by the Irarians in the vicinity of the Holy Mcsqué in
‘Mecca. The conference rejectéd all forms of disturbance in the
holy piaces that would infring on the sate: and sovereignty of the

Kingdom of Saudi Arabia.

Secand, the War destroyed the Iragi - led Arab-coalition
against Egypt's Sadat in the Arab world. Egypts'support for Iraq
against Iran led to gradual but steady improvement in Iraqi- Egyp-
tion relation. Thus the War provided Egypt with an opportunity-to
extricate herself from regional isolation to re-enter the Arab

fold.

As a matter of fact, it isthe realistic and ballanced policies
of president Husni Mubarak which made the whole difference. Alth-
ough the Arab world is still worried about the interpretation of
the camp David .framework, especially that refering to the Pales-
tinian issues, many Arab countries look with regard toc Mubarak's

stand on the Iraq-Iran War and its strategic and geopolitical




implications, his support to Iraq and the Gulf States, and his
adherence to the Arab cause. Now the restoration of full diplbm—'
atic relations between Egypt and ﬁany Arab countfies is becoming a
malter of formality. The extrasordinary Semmit Conference while,end-
orsing in principle the restoration of relations,(39) has left the
door open for each individual Arab State to decide on this matter.
Right now, Iraq, the six Arab GulF States, the republic of North

Yemen and Morocco have -already restored thei'r-dg'plomatic relation with Egypt.

Third, Iraq military involvement in the War weakened-the
eastren front agaist Israel and had adverse effects on the Arab -
iéréeli ballance of power. This military imbalance worked to Is-
rael's advantage,and WasS one of the factors which led her to em--
bark on a full scale invasion of Lebanon in summer 1982. Israel's
destruction of the Iraqi nuclear reactor, osirak, in the summer of
1981, and her military support to Iran, also attested to her desire

to weaken further Iraq's military capability.(40)

The Israeli anthorties, due to Iraq's preoccupation with
the War, have been able to scuttle all meaningful moves towards the
establishment of ajust and durable peace in favour of their policy
of creeping annexation of the occupied Arab terrilories into what
they call "creater Israel"™., They have also pursued, with relentless
Zeal, the re-~inforcement of Israel's two-tier relationship with the
U.S by putting into sharper focus the strapegié dimension.(41) Thus
the American commitment, rather than being confined to the defence
of Israel as a garrison State within the regional context, has ren-

dered Israel a virtual member of Nato.




Fourth, stralegically and economically, the establishment ;
of the trans-Arabian system, transporting oil from the Gulf to the
Mediterranean across the Arabian Peninsula to the red Sea, has knit

these areas more closely together than ever before. The attempt to

by-pass the strategic bottle=neck of the States of -Hormuz has 'given

the Red Sea Basin and the East Mediterranean additional strategic
significance, much goes along way towards explaining the immense in-
terest expressed by the Superpowers in the freedom -of navigation  .in

these sea lanes:(42)

Thus events in one part of the region have a direct and im-
mediate.bearing on all others. . AAthreat to the security of the
Gulf emanating from the Iranian quest.For hegemony will inevitably
imperil . the security - of the fertile crescent.states, just as War
with Israel could bring about thi closure of the pumping astations |,
or the shipping lanes, shutting offthe flow of 0il. No state in the
reqgion can feel secure or isolated from developments elsewhere, nor
can any country be insulated from regional conflicts, however dis-
tant‘these may seem at first, The Arab Israeli conflict, the..crisis

in Lebanon, the Gulf War and other dispute® menace simultaneocusly all

the states of the region.(43)
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The War and the Superpowers

The Iran-Iragq War has been the most dramatie manifestation

of a rivalry to fill the vacuum created by the.Bfitish withdrawal
from the Gulf in 1971. Until then, Great Britain had dominated the
Gulf for over a century. It maintained -.security of navigation in
the area, kept superpowers remate, and the ambitions of the regional
powerssthrough its presence in the small'kheikhdoms_of the Gulf Arab

littoral - Bahraih, Qétar, and the other sheiklidoms, now comprise

the United Arab Emriates.

The United States was eager to take Britain's role in the
Gulf. But being heavily engaged in the Viet Nam War, it .instead ,
allowed the responsibility for regional defence, under -the Nixon
Doctrine Known as the "twirn pillar strategy", to be undertaken by
thelocal:.powers namely Iran and Séudi Arabia. Iran assumed the re-
sponsibility for overall security and for Gulf navigation, while
Sauwdis-Ababia took responsibility - for the other Gulf states. Iraa,
isolated in the Gulf by the Saudi - Iranian alignment received

Moscow's support to act as the third regional power.(44)

The Shah of Iran dominated the competition in the Gulf between

the years 1969 and 1979. In the wake of the Nixon Doctrine enunciated in June
1969, the Shah offered adefensive alliance to all the Gulf States
after the British withdrawal in late 1971. The largest state in the
Gulf, Iran,was also the preeminent military power.(45) But the fall
of the Shah, the Iranian revolution, and the Irag-Iran War- which is

in itself-a by.~product of the revolution, again put: the security of

the region in jeopardy.
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The Gulf region is an area of major strategic and economic inport-
ence for both the USSR and the West. Any significan distuption of

the balance of power could pose méjor dangers to the interests of

both sides. While Iran is probably considered to be the more impor-
tant of the two warring countries{46) by virtue of i£s size, pop-
ulation and strategic geogréphic location; Irag's close strategic,
cultural,and political identification with the rest of the Arab
world enhanses its imp;rtance to béth East and West. A decisive

victory by either country could create new regional balance of

forces which could be frofoundly destabilizing to the status quo of

the entire region.

Sucha crucial situatién has had its impact'on the attitu-
des and policies of the sﬁperpowers towards the War and its mech-

" anisims. Both sides:the Soviet Union and the United States, have
different policies in the area, as a'reflection of their historical
positions. Both seem to consider the Gulf region as an area :too
sdnsitive to allow for miscalcalated rivalry between them. thesefore,
the two superpowers maintained a deliberately watchful and nettral
poiicy,towards the -war during its first stages» such policysélfﬁbugh

tailored by the two sides to protect their own interests - “without

being directly involved in the War, they proved to be less effective

to cope with the regional and international implications of the War.

When the War erupted, the attitude of the United States
was influenced by many considerations such as:(47) the unresolved
hostage crisis, the effect of War on the supply of o0il and the sec-

urity of the Gulf States, and the fear of closer Iranian - Soviet

relations, particulary in view-of: Iran's strategic location, her
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géographical contiguity to the Soviet Unieon, and the radicél anti

American orientation of its new regime.

In an attempt not to make negotiations over the hostage orisis
-hotV_becoming more complicated, and so asnot to alienate Iran and
push her towards Moscow, the United States declared her neutrality

in the Iran - Iraqg War. Moreover, the American administration en-
tertained the possibility of supplyiﬂg Irén with arms and spare
parts as an induceﬁent’for her to expedite the release of the
American hostages. Since then;America. has been involved with many
secret arm deals with Irén, the latest is that which has been dis;
closed on Nov 14,1986 and became to be known as-lmchmgom Irangate -
The - justificatton this ‘time ,.. is to help release the American
hostages in Lebanon, and "to strengthen moderate elements in Iran
who were supposedly opposed to terrorism arnd wers willing to bring

an end to the Iran-Iraq War".(48)

Iran Was not only forthcoming but used these "friendly ge-
stures" to improve its image ..inside Iran, and on the battlefront.
The Iranian leadership manipulated the leniar American stand tow=

ards Iran's policies to prove that Iran is not tolally isclated.

The Soviets view of Iran Was also conditioned with Iran's
vocal anti-American policy arientation, Irans strategic location
on the Gulf, Iran's geographical poximity to Atghanistan,
Moscow's attempt; to- minimize Tehran's aid to the-Afghan resistence
agaist the Soviet cccupation; and the role of the (Tuheh) communist.

party in Iranian domestic politics,{(49)
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But when the War erupted, the Soviekts were faced with on

ocute dilemma. Caught betwéen Iragq, whﬁ was linked with Moscow by
a treaty of friendship, and radical anti US Iran ,Moscow prefered to
declare her neutrality whiledescribingthe War as"serving the inter-
ests of the imperialists"(50) Displeased with the Iraqi invasian
and of not being consulted by Iraq about the latter's ‘milditary
plans,the Soviets offered to supplyrlran with arms. Although the
Soviet offer of arms was rejected by Iranian leaderé, Moscow did
supply Iran with arms through Poland and North Korea in winter
1980-1.(51) Now Moscow is happy to maintéin its neutral agtitude

by supplying arms to both sides.

Like Washington, Moscow's neutrality or rather friendly att-.
.itude towards the Iranian regine was not that rewarding. It did
rot taxe long for the Iranian authorities to crack on the (Thdeh)
party and arrest its leaders, accusing them of - acting as agents
to the Soviet Union. M6EEQVer, the 'Iranian. sdpport to the Afghani
resistence has not changed.. Iran has granted refuge to. about ‘two
milliﬁﬁnAfghahi refugees :in-addition to her support to the Majahineen
movement. Iran is also bargaining with Moscow to obtain .an active
role, equal to that .of--Pakistan in determining the future salution

of the Atghaniiproblem,.

AFté{ nearly right years of fighting it is becoming evident
that the Irag-Iran War cannot be easily contained within the bound-
aties of Iran and Iraq. It is now .becoming, the major issue ,in M iddle
Eastren Politics. The effects of the .War. has spilled-over touf:&ﬂf
states. Politicaliy,.the.War has .changed the traditional nature of priori-

ties and alignments in the region. Such change is deemed to affect the
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policies and interests of the superpowers in the area.
The escalation of the War has led to a growing naval build-

up on the part of the superpowers in the region. feat of the pot-

ential threats of the War, coupled with Iranian threats to close

the strategic straits of Hormuz, and her repeated attacks on sh-

ips and installation of the Gﬁlf States, futher intehsified naval
build-up, particulary,American presence. Whether they like it or
not, the’ two supefpowérs will soon find themselves in a confronting
situation, If the War has not been halted. Because sthe war is
far too dangerous to be-naiveiy regarded (as something that should
be allowed to continue as a'means of par;lizing Iranian and Iraqi'

ambitions).

While a quick end to tHe war would be most desirable, Khom-
eini's demgstrated determaination to pursue the conflict does not
lead to optimism. Just yesterday, it has been announced by Iran
radioc that Khomeini has given order to the army chiefs to prepare
for a.massive attack agaist Iragq. Althouéh this tough stand refl-
ects Khomeini's attitude towards the warj it is meant to challenge the
respolution taken by the extra ordinary Arab Summit conference which
unanimously supported Iraq and called for ‘inmediate implinentation

of security - council resolution 598.

The role of the superpowers, particularly America, to pfotect
" non belligerent” countries and maintain freedom of navigation in
the Gulf Waters remains important, but it is secondary. -The
fate of the Gulf depends on the War. Any superpower that

shows ability and delermaintion to affect the War gains influence.
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Basically, the apparant major gain for the two Supers is to
proteét their strategic interest in the region, a vied any major
change in the states quo, and the possibility for each to create
a "friendly" regime in Iran or Iraq when the War ends . In the
absence of that outcome. The USSR like the US is prebaly hopiné

for a negotiated settlement between Iraq and Iran, without a

decisive victory by either side. They cannot reach this goal,

@ithout their potantial influence to limit the economic, political
and military mechanisims of the war, and help create measures,which
may finally induce Iran to agree to a negotiated séttlement. The
suberpowers éhould use tﬁeir intensive efforts for the implemaﬂhtion
of the security council resalution 598, which has been endorsed
unanimﬁusly by all members of the council; in all its priorities.
Failure or delay in implemeﬁting such a resolution will be catas-
trophic in terms of the human and material losses caused by this

tragic War.

In conclusion, the Iraq-Iran War should be ended; otherwise
the whole Middle East, and not only the Gulf, will remain as ’it
had been so often described, a tinder-box ready to set the world

afire from a single spark.
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Introduction

On the following pages, a short survey is presented of Dutch

relations with nineteen Arab states.

The data on bilateral trade are derived from publications of the

Centraal Bureau voor de Statistiek (CBS - Central Bureau of
Statistics). The figqures for 1986 are provisional. Export and import
figures refer to exports and imports by the Dutch; hence, the
balance figures refer to kthe Dutch trade balance. Only bilatesral
economic agreements have been listed. With many Arab states,
economic relations are (co-)founded on agreements with the European

community.

The data on development cooperation are Official Development Aid

(oDA) figures. They include grants and loans provided according to

QDA criteria.

guantitative data on cultural cooperation were somewhat hard to

gather, because of the decentralized nature of Dutch university
administrations. The figures presented are derived from the
Jaarverslag of the NUFFIC (Annual account of the Netherlands

Universities Foundation for International Cooperation). They refer

. only to educational courses at institutes of advanced learning given

in English. As mastery of the Dutch language is regquired to follow
ordinary courses at Dutch universikties, and studying Dutch may not
worthwhile for many Arab scholars, the number of Arab students

presented by NUFFIC probably provides a trustworthy impression.

Political relations seemed even more difficult to catch in numbers.

They therefore do not figure in the individual country reports. The
Netherlands government greatly values mutually constructive
relations with Arab states. The Netherlands maintain diplomatic
relations with all the Arab states in the country surveys. With many
of them, frequent contacts at high levels are customary. In the

period under discussion, Dutch ministers annually made extensive
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®
tours of the Middle East in order to further intensify and improve
contacts. (Visiting Iraq, Kuwait, Saudi Arabia, Qatar, Bahrain, the
UAE, Oman, the Arab Republic of Jemen, Jordan, Syria, Egypt, and
Tunesia.) Prominent Arab leaders and politicians were welcomed in
the Netherlands during the same period, for example their majesties
king Hussein and queen Noor, and HRE crown prince Hassan of Jordan;
representatives of the league of Arab states and the Gulf
cboperation council; the vice prime-minister and the minister of

foreign affairs of the State of Kuwait.
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COUNTRY REPORTS

I. ALGERIA

b
1. Economic relations

Bilateral trade: in 1,000 Dutch quilders

1980 1581 1582 1983 1984. ' 1985 1986
exports 528,237 665,929 639,117 706,266 686,212 - 758,260 548,525
imports 800,914 869,593 2 327,715 2 261,226 3 062,592 3 446,553 1 325,722
balance - 272,677 - 203,664 -1 688,598 -1 554,960 -2 376,380 -2 688,293 777,157

Exports consist of a great variety of products, agricultural and industrial (telecommunications items)
Inports consist mainly of crude and refined oil.

E
2. Development cooperation

]
'

putch aid: in 1,000,000 US dollars and Dutch guilders

1980 1981 1982 1983 1984 . 1985 1986
$ 0.6 0.1 1.3 0.8 0.1 0.0 -
DfL 1.19 0.25 3.47 2,28 0.32 - -

3. Cultural cooperation

In 1986, 11 Algerian students followed advanced courses of applied science (especially at the Institute for Aerospace Survey and
Earth Sciences), and agricultural science. ‘

wd}




II BAHRAIN

1, Economic relations
T

Bil?teral trade: in 1,000 Dutch guilders

1980 1981 1982 1983
exports { 41,552 72,278 98,874 124,958
imports 35,257 54,540 25,597 6,851
balance + 6,295 - 22,262 + 73,277 + 118,107

Exports consist of a great variety of agricultural and industrial products,
Imporks consist mainly of industrial products (and aluminium).

2, Development cooperation

! : )
Duteh aid: in 1,000,000 US dollars and Dutch guilders

+

1984
144,742

5,538
139,204

+

1985
134,511

4,972
129,539

+

Dfl,

et

1986
90, 688

5,653
85,035

1986
0.02
0.05



111 [(EGYPT
!
1. Economic relations

L)

Bilateral trade: in 1,000 Dutch guilders

1980 1981 1982 1983 1984 1985 1986

expogts 423,845 723,811 895,665 1 045,669 1 113,025 1l 164,651 799,630
lmports 165,769 119,946 215,531 244,861 364,038 261,337 69,648
balance + 238,076 + 603,865 + 680,134 + 800,808 + 748,987 + 903,314 + 729,982

-

Exports consist of a great variety of agricultural and industrial products.
Imports consist of a great variety of agricultural and industrial products.,

There exists an agreement on economic and technical cooperation between the Kingdom of the Netherlands and the Arab Republic of
Egypt (1975) as well as an agreement on reciprocal encouragement and protection of investments (1977},

2, Davelopnent cooperation

Dutch aid: in 1,000,000 US dollars and Dutch guilders

| 1980 1981 1982 1983 1964 1985 1986
$ - 17.1 21.4 17.3 12.6 18.3 11.1 26.73
DEY . 34,00 53.40 46.20 35.96 . 58.72 . 36.87 64.49

Dutch cooperation has been in the field of birth control projects, increasing food-production, amelioration of agricultural
infrastructure and amelioration of general health services, drainage program.

3. cultural cooperation

A cultural agreement was concluded between the Kingdom of the Nelherlands and the United Arab Republic in 1960,

Cultural ties are extensive, There is cooperation between the faculties of biology and agriculture of the Municipal University
of Amsterdam and Cairo University, respectively. The subfaculty of science of the Free ( protestant) University of Amsterdam has
contacts with Mansura University, and Cairo University (concerning laser technology).

There 1s cooperation of long standing between the subfaculty of archeology of Leiden University and Egyptian archeologists. A
Netherlands Institute has been established in CaIro. The Catholic University of Nijmegen has contacts in the field of the study
of Arabic and Arabic Literature.

In 1986, 48 Egyptian students followed advanced/graduate courses at Dutch institutes in the fields of applied and social
science, agriculture and medicine,
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IV IRAQ
i
1. Edonomic relations

! o
Bilateral trade: in 1,000 Dutch guilders
| .. \

f 1980 1981 1982 1983 1984 1985 1986 -
exports 495,587 706,756 780,961 453,003 546,437 534,882 293,381
imports 276,380 75,230 282,537 364,979 729,664 869,745 810,712
balance + 219,207 + 631,526 + 498,424 + 88,024 - 183,227 - 334,863 - 517,331

t
Kxports consist of a great variety of agricultural and industrial products (e.q. items for telecommunication).
Imports consist mainly of crude and refined oil. ’

i

Theré exists an agreement on economic and technical cooperation between the Kingdom of the Netherlands and the Republic of Irag
(1983).

2. Development cooperaktion

Dutch aid: in 1,000,000 US dollars and Dutch guilders

1980 1981 1982 1983 1984 1985 1986
$ 0.1 0.1 0.0 0.0 0.0 0.1 0.07
DEL 0.20 0.25 - - - 0.33 0.17

3. Cultural cooperation

In 1986, 10 Iraqi students followed graduafe courses of applied scilences, agriculture and medicine at Dutch institutes of
learning.
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Vv JqRDAN g '
1. Edonomic telations

I
Bilateral trade: in 1,000 Dutch guilders -

! 1980 1981 1982 1983 1984 1985 1986 '
exports 100,212 136,326 261,307 . 173,714 196,796 206,872 172,818 -
imports 759 609 3,916 1,624 2,948 5,910 4,864
balance + 99,453 + 135,717 + 257,391 + 172,090 + 193,848 + 200,962 + 167,954

Exports consist of a great variety of agricultural and industrial products,
Imports consist of agricultural and industrial products.

fheré exists an agreement on economic and technical cooperation belween the Kingdom of the Netherlands and the Hashemite Kingdom
of Jordan (1978), as well as on international road transport (1975).

2. Development cooperation

putch aid: in 1,000,000 US dollars, and Dutch guilders.,

. 13980 1981 1982 1983 1584 1985 1986
$ 0.7 0.9 0.4 0.3 0.8 0.1 0.37
DEl. ’ 1.39 2.25 1.07 0.86 2,57 0.33 0.91

3. Cultural Cooperation

The municipal university of Amsterdam maintains ties with Bir Zeit University.
Leiden University cooperates in the field of archeology with Jordan.
fhe Catholic University of Nijmegen maintains contacts with the aAcademy for the Arabic Language, Amman.
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Vi ﬂUWAIT

1. Economic relations

Bila@eral trade
I

H
|
!
exponts

. T
imports
balarice

Exports consist
Imporks consist

Ther? exists an
{1983), also on

: in 1,000 bputch quilders -
1980 1981 1982 1983 1984 1985 1986 -

204,096 344,519 318,363 269,894 373,144 350,463 298,297

2 810,968 2 506,535 1 131,699 1 B68, 200 2 779,240 3 108,734 1 533,321

+2 606,872 -2 162,016 - 813,336 - 1 598,308 -2 406,096 -2 758,271 -1 235,024

of a great variety of agricultural and industrial products (e.g. items for telecommunicaktion),
of a number of industrial products and, mainly, ciude and refined oil,

agreement on economic and technical cooperation between the Kingdom of the Netherlands and the State of Kuwait
aviation (1973).
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VII LEBANON
I

1. Economic relations
|

Bilaqeral trade: in 1,000 putch guilders

. | ‘ 1980 1981
exports 144,340 192,270
inmpodts 5,294 5,239
balarjce ¥ 139,046 + 187,031

T

Exports conSist of a dreat variety of agricultural and industrial products.

Imports consist of raw materials, industrial products.

2. Developmeni: cooperation

bDutch aid: in US dollars and Dutch gquilders

: | 1980 1981
$ 0.3 0.3
DEL 0.60 0.75

3. Cultural cooperation

The Catholic University of Nijmegen maintains contacts concerning cooperation in teaching Arabic and Arabic literature with

American University of Beirut.

R
1962 19823 1984
200,437 198,414 242,776
6,114 6,430 8,389
194,323 191,984 234,387
1982 1983 1984
2.1 1.6 1.2
4,57 3.85

1986
141,270
11,164

130,106

—
o

-

-t

the
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VIII ! LIBYA f

!
1. Economic relations

|
Bilateral trade: in 1,000 bDutch guilders

|

} 1980 1981 1982 1983 1984
exports 330,030 668,615 513,036 702,367 593,343
imports 508,760 591,576 1 385,868 2 821,223 1 288,701

balarce - 178,730 + 77,039 ~ 872,832 —2 118,856 — 695,358

Exports consist of a great variety of agricultural and industrial products.
Inports consist mainly of crude and refined oil.

1985
446,164

1 501,036

-1 054,872

+

1986
393,346

337,489

55,857

—
—



IX MAURETANIA
1. Ecbnomic relations

i
Bilat?ral trade: in 1,000 Dutch guilders

I

! 1980 1981 1982 1983 1984
exporgs 43,668 71,076 55,729 60,023 26,097
imports 5,238 17,453 1,959 14,802 725
balan?e + 38,430 + 53,623 + 53,770 + 45,221 25,372

|

!
Exports consist of a variety of agricultural and industrial products.
Imports consist of machinery.
2. Development cooperation
butch aid: in 1,000,000 US dollars and Duktch guilders

!

1940 1981 " 1982 1983 19684

$ 4,7 4,5 1.0 2.8 2,7
Dfl 9.34 11.23 2,67 7.99 8.66

1985
53,608

1,390
52,218

—
b

1986 -
39,896

261
39,635

There exists an agreement between the Kingdom of the Netherlands and the Islamic Republic Mauretania on cooperation in the

development of agricultural areas around villages (1983).

Cooperation has been concentrated on proijects of irrigation for agriculture. Food-aid was also given.

3. Cultural cooperation

In 1986, 6 Mauritanean students followed advanced courses of agricultural science in the Netherlands.



X  MOROCCO

1. Economic relations

Bilateral trade: in 1,000 Dutch guilders

! 1980 1981
exports 220,123 255,027
imports 256,870 235,514
balance - + 23,513

|
|
!

Expofts consist of a great variety of agricultural and industrial products (e.qg.
Imports consist of a great variety of agricultural and industrial products.

There exists between the Kingdem of the Netherlands and the Kingdcn of Morocco an agreement on international roadtransport of
persons and goods (1982); also an agreement on economic cooperation (1971).

1

2. Development cooperat

36,747

ion

Duitch aid in 1,000,000 US dollars and Dutch guilders

DE1

3. Cultural cooperation

A cultural agreement exists between the Kingdoms of Morocco and the Netherlands.

Y
1982 1983 1984
263,168 237,964 203,556
248,834 250,725 257,297
14,334 12,761 53,741

1982

300,953

1985 1986

223,714 246,401
192,128

77,239 + 54,273

’

items for telecommunication).

1985 1986
0.9 0.09
2.99 0.22

The Free (protestant) University of Amsterdam cooperates with its counterparts in Fez and Rabat on the subject of French
lanquage, semitic languages, general comparative linguistics; theology.



XI OMAN

1. Economic relations

Bilateral trade in 1,000 Dutch guilders

: 1980 1981 1982 1983 1984 1985 1986
exports 97,096 107,920 230,711 187,444 218,289 317,934 229,698
jmports 141,943 137,772 261,748 331,446 3,864 1,114 473
balance - 44,847 — 29,852 ~ 31,037 - 144,002 214,425 316,620 229,225

I

1

!
Exports consist of a variety of agricultural and industrial products,
ImpoFts consist of some agricultural and industrial products.

There exists between the Kingdom of the Netherlands and the Sultanate Oman an agreeﬁent on aviation {1983).

A

L J
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XI1 QATAR

1. Economic relations

Biiateral trade in 1,000 butch guilders

-
. 1980 1981 1982 1983 1984 " 1985 1986 -
exports 57,764 58,580 114,742 92,545 83,984 104,427 67,052
imports 1 470,676 1 745,000 309,311 227,307 563,916 255,688 139,253
balance - Ty 412,912 -1 686,420 — 194,569 ~ 134,762 ~ 479,932 ~ 151,261 - 72,201

i
Exports consist of a great variety of agricultural and industrial products,
Imponts consist almost exclusively of crude oil.

|

§

'There exists between the Klngdom of the Netherlands and the State of Qatar an agreement on aV1at10n (1980).



XIII SAUDI ARABIA

1. Bconomic relations

Bilateral trade in 1,000 butch guilders

1980 1981 1982 1983 1984 1985 1986
exports 2 181,389 2' 636,190 2 513,583 2 457,678 2 297,386 1 681,018 1 152,249
fmports 8 664,847 ' 11 420,529 3 966,637 1 473,770 1 440,518 2 470,356 2 582,546
balance —6 483,458 — 6 784,339 - 1 453,054 + 983,900 + 856,868 + 789,338 -1 430,297

Exponts consist of raw materials, agricultural and industrial gooas in great varieties.
Impocts consist of crude and refined oil, and industrial goods.
I

Theré exists an agreement on economic and technical cooperation between the Kingdom of the Netherlands and the Kingdom of Saudi
Arabia (1984), as well as on agreement on aviation (1985).

i
A Dutch company constructed the Bahrain-causeway.

i
3, cidltural cogperation

i
In 1986, 32 saudi Arabian students followed advanced courses at puich institutes of learning in the field of applied sciences

(particularly at the Institute of Aerospace Survey and Earth Sciences), social and agricultural sciences,

"91
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ZIV  SUDAN

l. Economic relations

Bilateral trade in 1,000 putch guilders

w“,

1980 1981 1982 1983 1984 1985 1986 -
exports 89,700 145,714 182,749 169,186 154,390 191,663 159,908
imports 7,257 22,350 25, 445 38,547 23,613 11,498 11,784
balance + 82,443 123,364 157,304 130,639 130,777 180,165 148,124

Exports consist of a variety of agricultural and industrial goods.
Imports consist of food products.

There exists an agreement on economic and technical cooperation between the Kingdom of the Netherlands and Sudan (1970).

2, Development cooperation
|

Dutch aid in 1,000,000 US dollars and Dutch guilders

]

| 1980 1981 1982 1983 1984 1985 1986
$ 45.6 34.8 26.3 34.4 28.0 27.8 52.47
DEL 90.66 86.83 70.23 98.18 89.84 92.34 128.55

Cooperatlon has been concentrated on the amelioration of food production, health services and rural provision of drinking-water,
as well as reforestation, road-construction and energy projects. -

3. Cultural cooperation

Leiden University (faculty of astronomy and physxcs) maintains contacts with its counterpart in Khartoum.
The CaLhollc University of Nijmegen had contacts with the International Institute for the Arabic language at Khartoum.

In 1986, 36 Sudanese students followed advanced courses at Dutch institutes of learning, studying applied sciences, social and

agricultural sciences, and medicine. .




XV SYRIA ‘ ©
1. Economic relations
Bilateral trade in 1,000 nhutch guilders x
».
1980 1981 1982 1983 1984 1985 1986 «
exports ) 229,808 254, 460 242,448 269,090 308,127 302,985 142,950
imports 50,684 2,156 19,175 876 9,020 35,520 45,728
halance + 179,124 + 252,304 + 223,273 + 268,214 + 299,107 + 267,465 + 97,222

Exports consist of a great variety of agricultural and industrial goods.
Imports consist mainly of tobacco, refined oil products, clothes.

There exists an agreement between the Kingdom of the Netherlands and the Syrian Arab Republic on the establishment of a training
center For the stock breeding of dairy cattle (1982).

2. Development cooperation
u

Dutéh aid in 1,000,000 US dollars and Dutch gquilders

i 1980 1981 1982 1983 1984 1985 1986
5 0.4 0.5 0.7 0.4 0.3 0.3 0.34
DFL ! 0.80 1.25 1.87 1.14 0.96 1.00 0.83

i
]
|
3. Cultural cooperation
H " :

|
In 1986, 11 Syrian students followed advanced courses of applied science, social and agricultural sciences at Dutch institutes
of educatiaon.




XVI TONISIA

1. Economic relations

Bilateral trade in 1,000 Dutch gquilders

exports
imports
balance

Exports consist of a great varjety of agricultural and industrial products.
Imports consist of agricultural products,

1980 1981
174,811 222,490
188,833 149,012

14,022 + 73,478

1982 1983
229,347 189,324
129,050 © 122,208

+ 100,297 67,116

1984 . 1985

233,439 191,041
' 124,414 125,403

109,025 65,638

raw materials and industrial products.

"6l

)

1986
211,237

141,428

69,809

There exsists an agreement on trade (Benelux—-Tunisia) (1958} and an agreement on the protection of investments (1963).

2. Development cooperatian

Dutch aid in 1,000,000 US dollars and Dutch guilders

|
5
nfﬂ

1980

1984 1885
6.2 3.2
19.89 10.63

ConFentration of cooperation was directed toward rural development and slum rehabilitation.

3, éultural cooperation

A cultural agreement exists between the Republic of Tunisia and Lhe Kingdom of the Netherlands (1960).

The Catholic University of Nijmegen maintains contacts with the Bourguiba Institute in Tunis, -on the subject of Arabic and
Arabic literature,

i

In ;986, 9 Tunesian students followed advanced courses of applied and agricultural science at Dutch institutes of learning.

1986
7.73
18.93




XVITI UNITED ARAB EMIRATES

1. Economic relations

Bilateral trade in 1,000 Dutch guilders

1980 1981 1582 1983
exports 365,098 446,541 540,061 497,979
imports 925,961 769,043 895,157 462,212
balance - 560,863 - 322,502 -~ 355,096 + 35,767

Exports consists of live animals, agri
Imports consist mainly of crude oil an

cultural products, industriatl products in great variety.

d refined oil products, also of machinery.

1984
561,494

70,694

490,800

1985
505,208

665,116

~ 159,908

1986
436,816
88,237

+ 348,579

4

3

A




XVIII YEMEN ARAB REPUBLIC

l. Bconomic relations

Bilateral trade in 1,000 Dutch guilders 3

f

1980 1981 1982 1983 1984 1985 1986 ¢
exports 118,930 105,861 155,362 172,335 261,123 297,440 205,474
imports 350 995 4,729 196 22,087 28,161 318
balance 118,580 104,866 150,633 172,139 239,036 269,279 205,156

Exports consist of live animals, agricultural and industrial goods.
Tmports consist of refined oil products. . .

There exists between the Kingdom of the Netherlands and the Yemen arab Republic an agreement on reciprocal encouragement and
protection of investments (1985), and on technical cooperation {1578),

2. Development cooperation

butch aid in 1,000,000 US dollars and Dukch guilders

1980 1981 1982 1983 1984 1985 1986
$ 19.6 20.4 12.7 1.0 13.4 12.8 22,72
DEL | 38.96 50.90 33,91 31.40 43,00 42,51 55.66

TherF exists between the Kingdom of the Netherlands and the Yemen Arab Republic an agreement on the employment of Dutch
volupteers (1981). .
b

Coopétation has been concentrated upon rural development projects {health care, provision of drinking-water, agricultural

development).
|

3. Cultural cooperation

In 1986, B Yemenite students followed advanced courses of applied, social and agricultural science at Dutch institutes of
learning.




XIX YEMEN PECPLE'S REPUBLIC

1. Economic relations

Bilateral trade in 1,000 Dutch guilders

1980 1981 1982 1983
exports 64,595 121,556 98,389 lul,723
imports 26,109 84 23,749 _15,705
balance 38,486 121,512 . 74,640 86,018

Exports consist of a variety of agricultural and industrial products.
Imports exist of products of refined oil.

2. Development cooperation

Bilateral putch aid in 1,000,000 US dollars and Dutch quilders

1980 1981 1982 1983
$ 0.0 0.0 0.1 0.4
0.27 1.14

DEL - -

1984
115,016

69,132
49,884

1985
121,309

19,914
101,395

1986
56,618

4,075
82,543

‘g
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Dutch energy imports and exports

1. Crude o0il, natural gas liquids, and refinery feedstocks, in thousand metric tons.

1980 1981 1982 1983 1984 1985 1986

a. total exports 21 55 41 222 463 1961 1323
total imports 49915 - 38686 - 37227 - 4C211 - 44592 - 39547 - 46749 -
balance ~49894 -38631 ~37186 -39989 -44129 ~-37586 ~45426

b. Arab suppliers

Algeria 526 323 1665 2211 2476 2546 2704

Bahrein - - - - 799 . - - -
Egypt 158 96 188 139 270 218 -
Iraq 650 113 365 141 1038 1002 3133
Kuwait - 5536 3249 1168 2362 2995 2968 ) 3747
Libya 563 705 1464 3903 1787 1804 870
Saudi Arabia 18826 15961 5153 2040 . 1365 3076 9800
Quatar 2878 2299 438 306 769 356 323
United Arab

Emirates 1985 1084 1253 670 17 303 215

c. Other important suppliers

| 1980 1981 1982 1983 1984 1985 1986
Ifan 615 466 6998 6855 7653 4401 4062
Mexico 298 982 1648 2712 3689 2791 1105
Nigeria 10765 4975 2289 2840 3543 2872 3407
Norway : 1733 1399 1787 3048 3564 - 2654 5298
U 3814 4200 7659 7618 7815 10480 9127
USSR 525 821 2287 2282 4004 2178 955

i
I

ExpoFts: almost entirely to OECD-countries (Belgium, France, Germany, UK).
L

'
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IT QOtal produc

a. total exports
total imports
balance

b. arab supplier

ts, in thousand metric tons

Algeria -
Bahrein
Egypt

Irag

Kuwait

Libya

gaudi Arabia
Nuatar
United Arab
Emirates

c. Other important suppliers

Belgium
Finland
Germany

Spailn

Unitéed Kingdom
USSR

1980 1981 1982 1993
40915 40180 45838 50831
28549 31901 36399 - 36448

+ 12366 + 8279 + 9439 + 14383
S

1371 1224 1621 1258
24 93 57 -
36 18 65 146
18 - - -
387 445 693 845
377 206 452 187
589 1169 574 372
- 19 —- -
12 87 27 6

1980 1981 1982 1983
3gav 4229 2622 3891
382 996 1117 1431
1551 2138 2265 1975
128 361 1373 1201
2879 3035 2488 2620
7443 10300 11208

1984

51494
32455 -

+ 19039

2281
85
1644

145
480

53

1385

50238
36613

+ 13625

2663

58
63
1901
695
478

1986

54509
40098

+ 14411

2421
25

174
2256
530
1009

515

4447
1133
1073
1251
4363
9764

v
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d. ALab customers

Algeria
Egypt

Kuwait

Libya

Saudi Arabia

The bulk of the total products exports goes to OECD

Source: OECD/IEA, Quarterly 0il and Gas Statistics

countries.

22
69

12
60

1985 1986
13 11
3 1
2 15
4 : 3
34 11

=14

*J
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A. INTRODUCTORY REMARKS

The following paper presents a concise survey of the bilateral relations
- political, economic, and cultural - between the Federal Republic of
Germany and 19 Arab states.*

Historical and cultural aspects of German-Arab relations have not been
dealt with intensively. A comprehensive book, covering all aspects of
the relétiohship, has been published a few years-ago in Germany: Karl
Kaiser and Udo Steinbach (eds.), Deutsch-arabische Beziehungen, Munich/

Vienna 1981 (0ldenbourg), Research Institute of the Deutsche Gesell-
schaft fiir Auswirtige Politik. (Unfortunately, this book has not yet
been translated into Arabic or English).

The figures on bilateral trade presented in the following survey, are

always in Million (m) Deutsche Mark {current prices; imports - c.i.f.,
exports - f.o.b.); source: Statistisches Jahrbuch, various editions,
Statistisches Bundesamt Wiesbaden. '

Bilateral co-operation in development comprises of mainly financial and

technical co-operation. Financial co-operation is loans- on favourable
terms. Since 1978 the less developed countries have received grants
without payment. Technical co-cperation, granted free of charge, aims at:
providing technical, economic, and organizational skills and knowledge.
It consists of the following items: dispatch or financing of experts,
delivery or financing of equipmeht, grants for the payment of salaries
for local and foreign experts, professional training, and grants for
programmes and projects in develeping countries. “Technical co-operation
against payment" is designed for those countries, who can afford to take
upon the costs. In principal it comprises of the same services already

mentioned.

The other two member-states of the Arab League, Djibouti and Somalia,
are considered as African states in Germany.




B. COUNTRY REPORTS

I. ALGERIA

1. Political relations
Bilateral relations, which had been discontinued in May 1965 and resumed

in December 1971, are mainly taking care of the intensive economic
exchange. The political dialogue has been promoted on high levels since
1974. Towards the conflict in the Western Sahara the Federal Republic of

Germany maintains strict neutrality.

2. Economic relations

There is no general trade agreement. A joint committee exists as from
January 1981. An aviatior agreement was concluded in May 1976.

Bilateral trade:

1981 1982 1983 1984 1985 1986

German imports 5 326 3 826 3 167 2797 . 4112 -1 9V7
exports 2 816 3 282 2 478 2 491 2 898 1 802
baiance - 1 510 - 544 - 689 - 306 -1 214 - 115

German imports: mainly oil and oil products. The main items of German
exports: engine building products, road vehicles, food, iron, and steel.

3. Development co-operation

The main projects are.in forestry, use of solar energy, training of
experts (esp. oil products), sheep breeding, and environment protection.
A laboratory for regional environment protection is in preparation. -

The financial co-operation until the end of 1986 amounted to 325 m DM.
The technical co-operation until the end of 1986 amcunted to 165,1 m DM
(in the year 1986 to 12 m DM). Other forms of co-operation reached 87,3
m DM.

4. Cultural co-operation

There is one cultural institute {Goethe Institute) in Algiers with appr.
600 language pupils during one half-year tera.



IT1. BAHRAIN

1. Political relations

Political relations, established in 1973, have been without any bilate-
ral problems; they are called "cordial".

7. Economic relations

There are no agreements on economic co-operation, technical co-opera-
tion, or on double taxation. German direct investments are not yet

considerable.

Bilateral trade:

1983 1984 1985 1986

German imports 22 24 52 69
exports 384 328 _ 296 281

balance + 362 + 304 + 244 + 212

German imports: mainly aluminum. (Since 1984 oil and oil products have
no longer been imported.) German exports: mainly engines, road vehicles,
electro-technical products, iron and ironware, chemical products, food,
precision mechanics, and ontical product§.

3. Develcpment cc-operation
Public technical co-operation amounted to 0,477 m DM (until the end of

1984). Private co-operation on market conditions reached 132,4 m DM (end-
of 1984).




III. EGYPT

1. Political relations
Bilateral relations (since 1952) had been discontinued in May 1965 and

resumed in June 1972. Today they are marked by regular contacts and
meetings on the highest level and by an intensive exchange of visiters
in all spheres and on all levels. The relations are called "trustful and

cordial™.

2. Economic relations

Mutual agreements have been concluded on trade (1951), commodities
(1956), protection and promotion of investments (1974), and double
taxation (a new agreement is in preparation).

Bilateral trade:

1981 1982 1983 1984 1985 1986

German imports - 634 1053 767 1 364 1 576 429
exports 2 540 2774 2 952 3 214 3150 2 513
balance + 1 906 + 1 721 + 2 185 + 1850 + 1574 + 2 084

German imports: mainly oil, oil products, metals, and textiles. German
exports: mainly machines, road vehicles, iren and steel, and chemical
products. '

German direct investments were at the end of 1986 more than 1,1 billion
DM {mainly in the oil sector).

3. Scientific-technological co-operation

Mutual agreements or science (1979) and on the peaceful use of nuclear
energy (1981) have been concluded. After the general agreement of 1979
several single agreements have been made, on the German side mainly by
the nuclear research center (Kernforschungsanlage) Jiilich.

The main areas of co-cperation are: alternative energies; nuclear
safety; study on the development of electrotechnical and electronic
industries in Egypt. New projects are under consideration (gene
technology, production techniques, environment protection, and

information media). !




4. Development co-operation

Egypt is one of the "focal points" of German development co-operation;
she ranks third after India -and Turkey. Since 1973 annual agreements on
financial co-operation have been made. Until the end of 1986 the German
government has pledged to provide 3 731,6 m DM (for the year 1986: 235 m
DM). Loans for technical co-operation, food aid, scholarships, and pro-
jects of the churches and political foundations amounted to 450 m DM
(until the end of 1986; in the year 1986 35 m DM for technical co-opera-
tion and 50 m DM for food aid have been provided).

'The co-operation has concentrated on basic necessities of. the poor
social strata, the <dincérease of productivity in agriculture and
industries, the building economy, and on the professional training. At
the end of 1986 98 projects have been carried out, 47 experts have been
working in the country, and 1 385 scholars have been supported.

5. Trade unions

Since 1978 close contacts have been established between the single trade
unions of the German Trade Union Federation ({Lleutscher Gewerkschafts-
bund, DGB) and their Egyptian counterparts.

Pl

6. Cultural re1ations‘

A general agreement on the German cultural instituticns in Egypt has
been concluded in 1984.

Three German schools (two in Cairo, one in Alexandria) are supported.by
the German government. Two cultural institutes (Goethe I.) are based in
Cairo and Alexandria. There is one central library for German scientific
literature. The German Academic Exchange Service (DAAD) is represented
by a branch office in Cé%ro, supporting Egyptién universities and pro-
moting German language at three Cairo universities.

Scholarships and the exchange of scientists are provided by the DAAD and
the Alexander-von-Humboldt-Foundation. 2 277 Egyptian students and
scientists have studied or graduated at German universities from 1960 to
1986. In 1978 a special exchange programme has been established for
Egyptian scientists. Several co-operation agreements exist between uni-
versities in both countries:
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Cairo University - University of Marburg and Technical University

Berlin. ' ,
Ain Shams University (faculty of pedagogics) - University of Braun-

schweig, University of Erlangen/Niirnberg, ard University of Essen.

Several projects of the German Archeological Institute, based in Cairo,
have been carried out in close cc-operation with the Egyptian autho-
rities. Beyond this, several German excavation teams are working inde-

pendently in Egypt.
Professional training has been provided by the Carl-Duisberg-Foundation.
The youth exchange has been lively: since 1981 more than 500 persons

have travelled annually in each direction. In 1985 appr. 113 000 German
tourists visited the country.



IV. IRAQ

1. Political relations
Bilateral relations, which had been discontirued in 1965 and resumed 1in

1974, are normal. There are high level meetings and an intensive econo-

mic co-operation.

2. Economic relations

An agreement on economic and scientific-technological co-operation has
been concluded in 1981. Meetings of the joint economic commission have
taken place in 1982, 1983, and 1985. Agreements on the conversion of
Iraqi debts have been concluded in 1986 and 1987. ’

Bilateral trade:

1981 1987 1983 1984 1985 1986

German imports 177 563 1002 1368 367 228
exports 6592 7599 3684 2449 2452 1436
balance + 6 415 + 7 036 + 2 682 +.1 081 + 2 085 + 1 208

German imports: mainly oil and 0il products. German exports: mainly
machines, road and other vehicles, and chemicals. )

3. Development co-operation
Technical co-operation until the end of 1986 amounted to 10,2 m OM.

Since 1978 this co-operation was for regular payment. Other forms -of
co-operation until the end of 1986 reached 27,2 m DM.

4. Cultural exchange

Takes p]éﬁe on a relatively low level. A cultural agreement has been in
force since 1983. Besides the German Archeological Institute in Bagdad
there is no other German cultural institute in Iraq.



V. JORDAN

1. Political relations
Relations, which had been discentinued in May 1965 and resumed in 1967,
are called "cordial“. There are frequent regular meetings on highest

Tevels.

2. Economic relations

An agreement on the promotion and protection of investment came into
force in 1974. German direct investments have reached a level between 2

and 3 m DM.

Bilateral trade:

1981 1982 1983 1984 1985 1986
German imports 14 13 .20 53 50 . 30
exports 965° 974 576 526 584 398

balance + 951 + 961 + 556 + 473 + 534 + 368

German imports: mainly metal ore and machines. German exports: mainly
road vehicies, mechines, elzctrotechnical products, Tood, pnermaceutical

and cosmetic products.

3. Development co-operation

Financial co-operation has reached a volume (until the end of 1986) of
178,4 m DM (in 1985/86 40 m DM). Main projects have been: infrﬁstructure
(railway), rural development and agriculture (Jordan valley), enlarqge-
ment of electricity and water supply, industrialization of small and
medium-sized 1industries, health system. Technical co-operation has
reached a volume {until the end of 1986) of 30,9 m DM (in 1985/86 7,6 m
DM). Other forms of co-operation amounted to 69,7 m DM.

A new agreement cn financial and technical co-operation for the years
1987/88 has been signed in August 1987.

Appr. 30 projects have been carried out 1in agriculture, coopnerative
trading systems, management of forests, geoclogy, training of‘experts,
infrastructure- and regional planning, and the equipment of the police.
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More than 20 German short- and long-term experts are present in the
country. Food aid is granted bilateraily and under the auspices of the
European Community to Jordan authorities and to international organi-
zations (UNRWA); the Arab population in the occupied Westbark also

receives German aid.

4, Cultural co-operation

is based on the cultural agreement (in force since 1981). The first
joint meeting of the cultural commission took place in October 1985.

The German Academic Exchange Service (DAAD) grants a large. number of
graduation scho]arsﬁips.'lt also supports the exchange of scientists.
There is a partnership between Yarmouk Unibersity of Irbid and the
University of Tiibingen. (Until the end of 1986 a total of 175 scholar-
ships were granted, 14 in 1986.) ‘

Two Tecturers in German language aré_working at Jordanian universities;
since 1986 a third one is present at Birzeit University (Westbank). The
Goethe Institute 1is represented in Amman. The Gérman language is ‘taught
in several schools. Four major archeological prejects are carried out.

Institutions of the German churéhes are present in Amman, East-Jerusa-
~lem, and the Westbank {Theodor-Schneller-School in Amman; Evangelical
congregation in East-Jerusalem; German Evangelical Institute for the
Ancients' Research in East Jerusalem).

Three political foundations (Konrad-Adenauer-F., Friedrich-Ebert-F., and

Friedrich-Naumann-F.) are represented in Jordan.
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VI. KUWAIT

1. Political relations

Consular relations exist since 1963, since 1973 diplomatic relations.
The bilateral relations are without problems.

2. Economic relations

An agreement on avoiding double taxatien of income and property has been
initialed in 1986.

Bjlateral trade:

1981 1982 1983 1984 1985 1986

German imports 623 517 931 986 41 377
exports 1 409 1 977 1 771 1 790 1483 1 044
balance + 786 + 1 460 + 840 + 804 - + 742 + 667

German imports: mainly oil and oil products. German exports: mainly road
vehicles, electrical machines and equipment, iron and steel; machines
and dairy products. ‘ '

3. Scientific-technological co-operation

A basic agreement has been signed in 1979. There are several projects:
Use of solar energy and sea water desalination (in co-operation with the
Kuwait Institute for Scientific Resear;h); water purification tech-
niques, treatment of oil pollution, and Hbthouse techniques.

4, Cultural co-operation

There is no general cultural agreemenf. Co-operation has been virtually
_ non-existent. (One basic problem is the scant knowledge of the German

language. )
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VII. LEBANON

1. Po11£1ca1 relations

Diplomatic relations were discontinued in 1965 and resumed in 1972.

2. Economic relations
Agreements on protection of industrial property and on aviatien (1961/

74) have been signed.

Bilateral trade:

1981 1982 1983 1984 1985 1986
German imports 13 10 13 16 23 15
exports - 502 594 582 490 383 311

balance + 489 + 584 +_569 + 474 + 360 + 296

German imports: mainly textiles, agricultural products, metals and

leather goods. German exports: mainly rcad vehicles, chemical products,
machines, ironware, food, and electrotechnical products.

German direct invesimerns have dzan asps. 4 m DM (1932).

3. Development éo~operation

Agreements have been signed on financial aid (1975/77) and on technical
aid (1961 and 1969).

Financial co-operation until the end of 1986 amounted to 20 m DM, tech-
nical co-operation 20,1 m DM. Other forms of cc-operation: 131,8 m OM.
Major projects: (partially not carried out, due to the circumstances in
the country) have been: reconstruction, telecommunication, water supply,
traffic requlations, and professional training. 17 professional scholar-
ships have been granted.

4. Cultural co-operation

Despite the Tack of a formal cultural agreement there has been a censi-
derable German presence. Due to the specific security problems in parts
of the country this presence has been considerably reduced since 1984
and 1986. (The Goethe Institute had a dependency in Beirut with a branch
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in Tripoli. There was a German school and a research institute for
oriental studies in Beirut. One lecturer for the German language had
been at the American University of Beirut. The Protestant Church has run
several projects. German radio and TV correspondents had been based in
Beirut.) Several scholarships are offered to Llebanese students and

researchers.



VIII. LIBYA

1. Political relations

are scarcely developed and at the moment very much reduced.

2. Economic relations

" were until recently considerable and are now declining.

Bilateral trade:

1981 1982 1983 1984 1985 1986

German imports 7 417 7232 6316 6166 6275 2 155
exports 3380 2835 2142 2285 1541 1108
balance - 4 037 - 4397 - 4174 - 3881 - 4 734 - 1 047

German imports: to’ 99% oil. German exports: mainly machines, road
. vehicles, and production equipment.

3. Development co—operatidn

took pltace mainly before 1975. Presently thers is only some minor tech-
nolegical co-operation "against payment".

" 4. Cultural co-operation

is virtually non-existent. (There is a German school in Tripolis. A
~second school is run in connection with projects of the German enter-
 prises.)



IX. MOROCCO

1. Political relations

are without problems. Political contacts take place on high levels.
Towards the conflict in the Western Sahara the Federa! Republic of
Germany maintains strict neutrality.

2. Economic relations
Agreements exist on double taxation, promotion of investments, aviation,

navigation and road traffic.

Bilateral trade:

1980 1981 1982 1983 1984 1985 1986

German imports 507 482 535 550 580 603 591
exports - 431 492 522 485 516 646 655
balance - 76 + 10 - 13 - 65 - 64 + 43 + 64

German imports: mainly vegetables and ‘fruits, clothing, and carpets.
German exports: mainly machines, iron and steel, and textiles.

3. Deve]opment co-operation

There are agreements on technical co- operat1on and on the conversion of
debts (1984 and 1986). Main projects have been: rural development {agri-
culture and fishery) and supply of drinking-water. The technical cec-ope-
ration qntil the end of 1986 amounted to 212,4 m DM (in 1986: 10,6 m
OM) . The financial co-operation until the end of 1986 reached 1 458,5 m
DM (in 1986: 60 m DM). Other forms of co-operation alltogether: 143,9 m
DM.

4, Cultural co-operation

A cultural agreement does not exist. The Goethe Institute is represented
in Rabat and Casablanca. Scholarships are available for Morrocan stu-
dents and scholars (annually up to 5 from the DAAD and additional scho-
larships from other institutions). The Konrad-Adenauer-Foundation 15
represented; the Friedrich-Ebert-F. and Friedrich-Naumann-F. have run
projects in the country.

Mdre than 1C0 000 German tourists are visiting the country annually.



- 15 -
X. MAURETANIA

1. Political relations )
are called “friendly”. German development aid, which is granted without

any political purposes, is highly esteemed.

2. Economic relations
There is no trade agreement. An agreement on protection and promotion of

investment has been in force since 1986.

Due to structural preconditions trade relations are not very intensive:

1980 1981 1982 1983 1984 1985 1986

German imports 38 36 34 26 26 42 28
exports 26 50 45 80 91 68 45
balance - 12 - 14 -1 + 54 + 65 +26 + 17

. German imports: .mainly metal ore. German exports: mainly machines, food,
road vehicles, and clothing.

3. Development co-cparaiion

Main projects are: irrigation, dam construction, rural development, .
promotion of infrastructure (water supply, Senegal ~ferry), and safe-
gquarding of food supply. -

The financial co-operation amounted to 178,7 m DM (105,7 m loans, 73,1 @
subsidies/grants). The technical co-operation has reached a total volume

of 98,9 m DM. Other forme of co-operation altogether 109,6 m DM,

Presently there are 14 projects with 34 specialists in the country.
There is also one joint German—French'project.

4. Cultural co-operation

A joint research project on Arab handwritings is being carried out by
the University cof Tiibingen and the Institut Mauretanien de Recherche
Scientifique, supported by the. German Research Society (Deutsche For-
schungsgemeinschaft, DFG). '

There is also co-operation in sport, radio, and TV.
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XI. OMAN
1. Political relations

are without any problem and called "friendly". {Diplomatic relations
have been established in 1972)

2. Economic relations
Agreements exist on technical and economic co-operation and on the pro-

tection of investments. The joint economic commission had its third
meeting in Nov./Dec. 1986.

Bilateral trade:

1981 1982 1983 1984 1985 | 1986

_ German imports 1 558 1 072 140 59 26 15
exports 221 395 433 608 577 371
balance - 1 337 - 677 + 293 + 549 + 551 + 356

Serman importé: mainly metalls (copper). German exports: mainly road

vehicles, alectrical and other machines, iron and steel.

3. Development co-operation
The main field is the procurement of skilled labour (town pliannirg,

professional schools, and banking).

Future projects of technological co-operation (agreed in Nov. 1986):
agriculture, fishing, mining, energy, health system, proﬁotion of
investments, and professional schools (mainly employing experts on a’
chort-time basis).



XII. QATAR

1. Political relations
are mainly based on economic exchange. (Diplomatic relations have been

established in 1974)

2. Economic relations

Bilateral trade:

1980 1981 1982 1983 1984 1985
German imports 96 205 275 458 340 5
exports 169 295 364 300 248 . 300 -

halance + 73 + 90 + 89 - 158 - 92 + 295

German imports in 1985: mainly machines and vehicles (in the years
before more than- 90% were o0il and oil products). German exports in 1985:
mainly road vehicles, machines, organic chemicals, and metal goods.

3. Cultural co-operation

There is no German cultural representative in Qatar.

A rising number of Qatari tourists and patients visiting hospitals in
the Federal Republic has been observed in recent years.



XIII. SAUDI ARABIA

1. Political relations
Regular contacts and meetings take place- on highest levels:. Political

relations, which had been discontinued in May 1965 and resumed in Sep-
tember 1973, are called "close and friendly"; nevertheless there have

been certain minor strains.

[

2. Economic relations

An agreement exists on the protection of investments. A Jjoint economic
comrission (on the level of ministers) has been established.: There is
also the “Businessmen's Dialogue® (the first meeting of economic repre-
sentatives took place in November 1986). '

Appr. 150 German companies are in Saudi Arabia with their own represen-

tatives.

Bilateré] trade:

1980 1981 1982 1983 1984 - 1985 1986

German imports 9 907 14 503 10 566 4 001 2 828 2 186 1 894
exports 4 296 6 196 8 541 - 7 606 6 307 5235 3 370
balance -5611 - 8 407 - 2 025 + 3 605 + 3 473 + 3 049 +1 476

German imports: mainly oil and oil products. German exports: mainly road
vehicles, machines, iron and steel, and metal hardware.

3. Scientific and technical co-operation

There are agreements on scientific and technical co-operation. Technical
co-operation is "against payment": more than 300 German experts are en-
gaged in professional training, in hospitals, and in other institutions
(e.g. advisors in ministries). There is also co-cperation in improving

internal security.

4, Cultural co-operation

A cultural agreement is under negotiations. In scientific co-operation
15 German professors are teaching at King- Fahd University of Dhahran;
there are also guest lecturers at the universities of Riyadh and Jiddah.
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Several Saudi Arabian students are studying at German universities. 3
German schools exist in Riyadh, Jiddah and Dhahran. Lecturers of the
German language are teaching at the universities of Riyadh and Jiddah.




XIv. SUDAN

1. Political relations
Political relations, discontinued in 1965 and resumed in 1971, are

without any bilateral problems.

2. Economic relations

Bilateral trade:

1981 1982 1983 1984 1985 . 1986

German imports 85 81 93 141 95 64
exports 241 231 213 206 329 188
balance + 156 + 150 + 120 + 65 + 234 + 124

German imports (1985): mainly cotton, cattle, and gum arabic. German
exports. (1985): mainly ready-made articles, oil and o0il products,
machines, food,. chemicals, and road vehicles.

3, Development co-operation

The main projects of technical co-operation are: infrastructure, profés~
sional training, new energy resources, “agriculture and the health
system. The volume until the end of 1986 amounted to 467,7 m DM {in
1986: 10,5 m DM). '

The main projects of financial co-operation (all grants) are traffic
infrastructure and energy supply. The volume until the end of 1986
amounted to 1 222,9 m DM {(in 1986: 40 m DM). Other forms of co-operation
have reached a volume of 302,2 m DM.

The following political foundatinns are represented in the country and
are running projecté: Friedrich-Ebert-F., Friedrich-Naumann-F., and
Hanns-Seidel-F.

The catholic and protestant churches are engaged in rural development
projects and the health system.

The Land Niedersachsen of the-Federal Republic has granted 6 m DM in the
last years for project aid.




4. Cultural co-operation
There are partnerships between the University of Khartum and the univer-

sities of Hamburg, Gdttingen, Bayreuth, and the veterinary institute of
Hannover. The Gezira University of Wad Medani has a partnership with the
Unjversity of Hohenheim/Stuttgart. .

Several German scientists payed long-term visits to Sudanese universi-
ties, several Sudanese researchers and lecturers received scholarships
to study or teach at German universities. Donations {books, equipment
etc.) for Sudanese universities have proved to be important.

Since 1986 a lecturetr is teaching the German language at the University
of Khartum.

The Goethe Institute is represented in the Sudanese capital. The Natio-
nal Theatre of Omdurman -and several ethnographic, ethnological, and
archeological projects receive support. '




XV. SYRIA

1. Political relations
Political relations,discontinued in 1965 and resumed in 1974, have been

throughout normal. Bonn ordered a degradation of relations for a time
(November 1986 - May 1987), after a German court had found evidence that
Syrian secret services ‘had been involved in terrorist activities in

Berlin.

2. Economic relations

The Federa]iRepublic of Germany is one of the most important economic
partners of Syria. An agreement on the protection of investments has
been signed in 1977 and ratified in 1980.

Bilateral trade:

1980 1981 1982 1983 1984 1985 1986

German imports 236 338 250 322 747 841 221
exports 819 991 886 g2z 681 837 461
balance + 583 + 654 + 635 + 500 - 65 -4 + 240

German dimports (1985): mainly cil and eil products. German exports
(1985): machines, chemical products, road vehicles, iron and steel (main
items).

3. Development co-operation

The economic co-operation had been interrupted in the years 1980-85 and
reduced again in the first half-year 1987. The main projects are in
agriculture, infrastructure, and professional training.

The volume of technical co-operation until the end of 1986 amounted to
86,2 m DM (in 1986: 0,077 m DM). The volume of financial co-operation
until the end of 1986 reached 603,4 m DM. Other forms of co-operation:
51,6 m DM.

4. Cultural co-operation

Both sides consider still valid the cultural agreement between the
United Arab Republic and the Federal Republic of Germany concluded in
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1959. In 1978, 1983, and 1985 cultural records have been signed.

The Goethe Institute was reopened in 1979.

Since 1980 the German Archeolegical Institute is represented and has
undertaken a wide range of activities (excavaticns and promotion of
cultural relations). Appr. 500 Syrian students are studying at German
universities; more than 1 000 doctors receive special training.
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XVI. TUNESIA

1. Political relations
have been continually friendly. Diplomatic contacts are on high lTevels.

Official relations exist between the Destour Party and the Christian
Democratic Union and the Social Democratic Party.

2. Economic relations

There is & series of agreements: on the protection of investments
(1966), navigation (1966}, aviation (1968), legal aid (1968), general
agreement on economic co-pperation (1970); double taxation (797%), road
and goods traffic (not yet ratified), and on social security (1984). '

Bilateral trade:

1981 1982. 1983 1984 1985 1986

German imports 495 584 630 663 605 652
exports 806 977 919 947 934 803
balance + 311 + 393 + 288 + 283 + 328 + 151

German dimports (1885): m2inly elactrical machines, clothing ard
textiles, oil and oil products, and Teather. German exports (1985):

textile preducts (for further treatment), machines, road and other

vehicles.

3. Development co-operation’

The main projects have been in agriculture, drinking water supplies,

" irrigation, and fishery. From 165 projects set about, 118 were carried

out in 1986. More than 1 000 Tunesian scholars have received education
or advanced training with German help.

In the last agreement for the years 1986/87 85 m DM have been assigned
for financial aid and 19,4 m DM for technical aid. Until the end of 1986
German financial co-operation amounted to 1 490,9 m DM, technical co-
operation to 253,4 m DM. Other forms of co-operation reached 103,4 m DM.

4. Cultural co-operation

is based on the general agreement of 1966 and the agreements of the

joint cultural commission meeting every second year.
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Many German tourists are visiting the country every year.
The Goethe Institute is represented in Tunis.

Scientific co-operation 1is promoted by scholarships of the German
Scientific Exchange Service {DAAD) and direct 1inks between universities
and institutes of both countries (mainly engineering and natural
sciences). Since 1981 the Tunesian government sends 50 students every
year to German technical universities (financed mainly by Tunesian
funds).

L]

Two German political foundations are represented in the country: the
Kenrad-Adenauer-F, is running several social-political projects, the
Friedrich-Naumann-F. is training journalists and promoting environmental

protection.
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XVII. UNITED ARAB EMIRATES

1. Political relations

have been established in 1974. They are without bilateral problems and
called "friendly".

2. Economic relations

Bilateral trade:

1981 " 1982 1983 1984 1985 1986
German imports 2 28] 1 573 1 143 785 - 235. 98

exports 1 401 1 755 1 307 1 221 1 251 1 058
balance - 880 + 182 + 165 + 435 + 1 016 + 961

German imports: mainly oil; exports: road vehicles, machines, iron and
ironware, and electrotechnical products.

Some German enterprises are engaged in major projects in the energy
field.

3. Development co-operation

A basic agreement on technical co-operation "against payment" has been
concluded in June 1975 (hitherto without any projects). 10 scholarships
have been granted by German institutions.



XVIII. YEMEN, ARAB REPUBLIC

1. Political relations
Bilateral relations, which had been discontinued in May 1965 and resumed

in 1969 are very good, especially due to the intensive co-operation in

development.

2. Economic relations
An agreement on protection of investments has come into force in Dec.
1978.

Bilateral trade:

1981 1982 1983 1984 1985 1986
German imports o 5 6 5 6 3
exports 176 - - 256 265 226 250 149

balance ~+ 175 + 251  + 260 + 221 + 244 + 146

The main item of German imports was transportation vehicles (1985).
German exports (1985): mainly machines (incl. electrical), food incl.
dairy products, and road vehicles.

3. Development co;bperation

The country is one of the so-called "focal peints" of German development
co-operation.

A general agreement on technical co-operation has been concluded in July -
1978, in 1979 an agreement on the remission of debts has been agreed
upon; since then German financial aid has taken the form of grants.

The main projects in technical co-operation are: set-up of a naticnal
service for plant protection, regional development, centres for'profes-
sional training (in Sanaa finished, in Taiz planned), enlargement of a
schoolbook printing-office; consultants in the Central Planning Commis-
sion, in various ministries and development banks; town planning.

Several scholarships are granted every year (some linked to specific
projects, 10-15 independently); in 1986: 20, altogether: 373.
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Since 1979 the German Development Service (DED) is running projects,
presently employing about 25 specialists.

The total volume of financial co-operation until the end of 1986 runs up
to 428,8 m DM (in 1986: 25 m DM); the total volume of technical co-ope-
ration runs up to 238,3 m DM (in 1986: 20,3 m DM); the total volume of
other forms of Eo-operation runs up to 94,6 m DM. New agreements on
co-operation have been signed during the visit of the German Minister
for Economic Co-operation, Hans Klein, in Sept. 1987.

4. Cultural co-cperation

The German ArcheOIOQical Institute has been working for 10 years in the
country {projects on ancient technclogies - Marib dam - and Islamic

architecture).

A Jjoint programme on the:restauratﬁon of ancient arabic handwritings has
proved very successful and will be continued until 1989. There is also

co-operation in sport.

A comprehensive exhibition on Yemen with active participation of the
goverrment in Sanaa has taken place in the Ethnographic Museum of Munich
in 1987, a
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XIX. YEMEN, PEOPLE'S DEMOCRATIC REPUBLIC

1. Political relations ‘
Political relations, which had been discontinued in 1969 and resumed in

1974, are called "correct". Due to the lack of a general agreement, the
co-operation in development has remained insignificant.

2. Economic relations

Bilateral trade:

1981 ° 1982 1983 1984 1985 1986

German imports 1 53 44 45 60 1
exports 46 42 42 66 63 39
balance + 45 - 1 -2 + 21 + 3 + 38

German imports: mainly oil and oil products; exports: food ‘and machines

{main items).

3. Development co-operation

has not heen resumed since 1974. The volume of financial aid amounted to
10 m DM; of technical co-operation reached 0,6 m DM. Other forms of
co-operation: 4,9 m DM.
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C. GERMAN ENERGY IMPORTS

I. Crude oil, natural gas liquids, and refinery feedstocks

in thousand metric tons

Jan.—Sebt.
1980 1981 1982 1983 1984 1985 1986

total imports 100 200 79 551 72 541 65 339 66 933 64 193 50 837

partners in

"the Arab
world:
Algeria 6 375 5 912 4 227 3716 2 671 4 é47 3 533
Egypt 163 498 1 060 673 1239 -1 889 349
Irad 2 952 223 777 1 472 1 989 329 4917
- Kuwait 825 604 - 306 258 136 -
Libya 15 117 10 381 11 014 10 459 9 836 9 450 5 174
Qatar 200 214 410 737 497 - -

‘Saudi Arabia 24 581 25 533 17 018 7 016 4 550 2 877 5 317

United Arab
Emirates 6 305 3 615 2 275 1 428 1 117 261 81

other impor-
tant suppliers:

Iran 5681 1504 2271 2067 2423 2666 1795
Norway 2964 2885 2432 384 2614 3405 3 933
Nigeria 10963 5170 6633 7467 9530 9823 7 854
Mexico 35 101 56 81 - 2 465 -
United

Xingdom 14 810 15947 15353 14 301 17 808 17 219 14 068
USSR 3 707 981 3408 4424 5765 3885 2 593

Venezuela 1 456 1 428 2 036 5191 4 210 5 050 4.378
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II. Total products
in thousand metric tons

T Jan.-Sept.
1980 1981 1982 1983 1984 1985 1986

total imports 37 468 36 380 38 666 43 955 43 761 47 958 43 28]

partners in

the Arab

world:

Algeria 1189 1477 1282 1113 1353 180 132

Bahrain - - 38 6 - 15 -

Eqypt 44 91 85 49 95 34 97

Iraq 3 = - - 37 78 42

Kuwait 553 306 592 1 110 989 850 768

Libya 462 441 310 142 N2 . 320 461
~ . Saudi Arabia s . -:-189 272 202 - 8 107 250 244

United Arab .

Emirates 11 - . - - - 29 56

other impor-
-tant suppliers:

France 2 629 2 707 2 344 2 385 1 625 1 519 1 392

Netherlands 14 790 13630 14103 16 307 17 049 19 82 17 757
United -
Kingdom 1 016 283 1 117 1 566 1 681 2 907 2 942

USSR 3173 4 014 5216 6 137 6 195 6 658 5 449

Source: OECD/IEA,. Quarterly 0il and Gas Statistics.
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INTRODUCTION

Besides Europe and to a lesser extent Black Africa, the Arab World - including'

the Machrik and the Maghrib - has always been the most important region, as
far as French interests are concerned. Geographical proximity, economic
interdependence, h%storical'and cultural ties have brought France to play a
special role in this part of the world, thus differing from its European
partners. |

1
Without going back as far in fime as to relate the history of Franco-Arab
relations, pointing out the key-dates is needed on one hand to emphasize the
differences between French policy in the Machrik and the one led in ths
Maghrib, and on the other, to extricate the gist of French stakes in

Franco-Arab relations.

The 1956 Suez crisis, the 1962 independence of Algeria and the 1967 six day
war had had a great impact on France's Mediterranean policy. The first two
events mark the break with an ancient order, a pblitical, economic and
‘cultural one, inherited from colonisation and from the traditional "Question
d'Orient”. Till 1956, France was leading, in the Middle Easf, what has been
called the "minorities protettion" policy ; on which was based its active

presence in Lebanon until 1975,

But on the whole, the Suez abortive expedition, while showing, if needed, the
decline of both Britain and France's power in the Middle East, deprived the

latter of its economic and cultural device in both Egypt and Syria.

—3



Until 1962, France's policy towards the Maghreb, as a colonial power, aims at

some form of integration of the region within the French space. Following

A]géria's independence, France under General Charles de Gaulle began to revise

its policy in the region. The ﬁost fundamental step has been taken in 1967 *
when he condemned the Israeli agression at the time of the six day war. Since

that moment, curtailing its special relationship with Israel, having °

recognized the global importance of the Arab world at the instigation of de
Gaulle, France has been determined to conduct policy toward the region

according to its own lights and in keeping with her vocation as a great power.

Finally, economic interests must be mentionned, along with de Gaulle's
ambition to lead "a great foreign policy", separate from that of the US.
Accustomed to the apoealing markets of the colenies, Frenmch Susinessmen ard
industrialists showed poorly as exporters in competition with Germans and
Italians at the time of decolonization. The adherence of France to the EEC in
1958 was essential, but it was also a gamble on the future which risked to be
fatal if French industrialists did not have access to new foreign markets, in
particular Arab ones. De Gaulle realized that the economic breakthrough could
only be made in the wake of political overtures. Algeria's accession to

independence allowed him to revive an Arab and Muslim policy.

This policy permitted France under the Fifth Republic to play again a role in
the Middle East, to guarantee its supply of oil, even in case of a global
crisis like that of 1973 and to open markets to its civilian and military

exporters, in Libya, in Irag and in the Gulf countries.



De Gaulle initiated a policy towards the Arab World which was carried on after
his death, strengthening Franco-Arab relations and bringing French leaders

within the EEC authorities to plead the Arab cause.

Today, these relations have entered a period of uncertainty, given the™

mobility of the Arab regional scene and the sharpness of the East-MWest

competition.

The aim of this report is two-fold. Firstly, to take stock of Franco-Arab
relations in both political and econcomic fields, identifying the main issues
at stake. The second part of the report aims at assessing the future prospects

of these relations ; emphasis will be laid here on the strategic importance of

cultural cooperation and on the continuity of French commitments in the region.

et



PART ONE : SURVEY
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I. FRENCH POLICY TOWARDS THE ARAB WOKRLD

- France has no overall policy in the Arab-world, but a series of "sector-based
and bilateral policies". In fact, French ambitions and interests at stake are

far from being identical in the Machrik and in the Maghrib.

North Africa is closer to France, targely francophone, and there is a large
presence of immigrant workers from the region ; France's historical and
political involvement is mdch deeper and manyfold in the Maghrib where French
influence is almost exclusive. France's role in the Middle East is more like
that of a middle-grade power where the US presence is dominant, competing with

that of the Soviet Union.

Nevertheless, it can be said that France's global and major objectives are the
Arab world's stability and the strengthening of the regional balances : a
continuity in French policy which has so far brought harmony in Franco-Arab

relations.

On the other hand, these relations may be seriously affected by hot domestic
French issues such as Middle-Eastern terrorism both in Paris and against
French interests abroad, French hostages in Beirut and the increasingly
unpopular presence of an Arab community in France. Those stakes, which are at
the same time France's major foreign policy issues, are closely intertwined in
French public mind, thus producing a "mixture" between terrorism, Islam, Arabs

and insecurity.




The following two chapters aim at analysing the gist of France's policy, first

in the Middle East, and then in the Maghrib.

A. FRENCH POLICY IN THE MIDDLE EAST

For the past twenty years, France's policy in the Middle East has by and large

been characterised by continuity rather than new directions. Despite early
fears which have arisen in 1981 from the victory of the Socialist party and
the possible reversal of the pro-Arab gaullist line, president Mitterrand made
no significant changes in the po]iﬁies sat forth by de Gaui]e and his

successors. In March 1986, the election of a centre-right coalition did not

__preak of f the national consensus which prevails as far as foreign policy

options are concerned.

Today, France is more deeply involved in the region than any other western
power save the United States. The current crisis, which materialized with the
French ho;tages still held in Beirut and the terrorist attacks against
France's interests in Paris and in Lebanon, reveals the deepness and the

complexity of France's commitments in the Middle East.

It could be argued that France's present problems in the region stem from
contradictory policies in its recent Middle-eastern diplomacy. But the fact is
that it has no easy choices in the region. One of the major dilemmas for
France's policy-makers is how to juggle its relations with'LebaneseIShia
extremists, Syria, Iraq and Iran to win the release of its hostages without

affecting its options in the region. To put it bluntly, France is facing the

Y
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dilemma of having to sacrifice either its citizens or its friends, with

serious consequences in either case.

France's present position is further complicated by the fact that the
potitical "cohabitation" betweén a socialist president and a right-wing
government provides opportunities for outsiders to exploit the differences
between foreign policy views held by the President, the Prime Ministef and

their respective staffs.

There 15 no doubt that the growth of Arab terrorism is having an increasing
impact on both diplomatic activitieé and on the definition of French foreign
policy. Policy planners are being forced to yield to increasing public
pressure calling for France's disengagement from this troubled and dangerous
region. This is precisely where democracy's weakness lies : when its public

opinion pressure turns out to be a potential weapon in its ennemies's hands.

At all events, for the first time in many years, France is adopting a
low-profile policy at least as far as the Arab-Israeli conflict and the
Lebanese crisis are concerned. On the other hand, France continues to play a
substantial roile in the Middle East, by maintaining an independent line which
sometimes, however, reflects regional and international contradictions and

suffers from American pressures.

This continuity of French policy in the Middle East has been emphasized in

Chirac's stunning interview to the HWashington Times, late 1986, which gist is

a mere echo of de Gaulle's views. Mr Chirac provided the first coherent

statement of his government's policy in the Middie East. The core of this
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policy is that the West's main interest in the region is to support friendly
governments ih Egypt, Saudi Arabia, Jordan in their struggle against economic
trqub1e and anti-western Muslim fundamentalists. Sanctions against Syria,

according to the Prime Minister, merely serve to encourage the extremists.

Compared with the threat of the collapse of pro-western governments in the T
Middle East, terrorists' bombs in Western Europe were a small problem to be

met by ;o]id, joint European policework. The worst thing that could héppen in

the region would be for the sentiment to prevail that the West has been chased

out of the Mediterranean.

Nevertheless, Chirac's gaullist ambitions suffer undoubtedly from a lack of
coherence and from an amount of ambiguity, which stem partiy from the region
jtself, an impredictable area of increasing violence and intractable political
confusion. French poiicy in the Middle East nas to meet with constant
upheavals : the tragic evolution of the Lebanese war, the insolvable

Arab-Israeli conflict and the never-ending Gulf War.

1. Progressive disengagement from the Arab-lsraeli conflict and the Lebanese crisis

On the central issue of the Arab-Israeli conflict and its Palestinian
dimension, president Mitterrand's personal sympathies and long-standing links
with Israeli socialist leaders, while undeniably improving French relations
with Israel, did have very slight practical consequences on the political
level. Mitterrand's warships have twice come to the rescue of PLG Chairman
Yasser Arafat, from the Israelis in Beirut in 1982, and from Syrian-backed PLQO

dissidents in Tripoli (Lebanon) in 1983. On the other hand, France has not



gained any influence on Israeli policy : the raid against the Iragi nuclear
plant, the invasion of Lebanon in Begin's time, the attack against PLO
headquarters in Tunisia in October 1985 decided by Shimon Peres, a member of
the Socialist International and a personal friend of Mitterrand, are examples

of this total lack of French grip on Israeli initiatives.

The French government centinues to recognize the PLO as the jegitimaté
representative of the Palestinians, and still holds onto the three principles
already present in the Venice European declaration of June 1980 : the right of
.Israe] to exist and to have security, Israeli withdrawal from the occupied
territories and self determination for the Paléstinians. French officials are
convinced that the core of the conflict remains the Palestinian problem, which
can only be settled through a recognition of the PLO and the creation of a

Palestinian state.

As for the process by which to resolve the conflict, France unambiguously
supports holding an international conference with the participation of the
five members of the Security Council and thinks that no peace could be-reached
without the consent of the Soviet Union, which has a historical and geographic

presence in the region.

Today, France seems resigned to accept fully the centrality of the role of the
United States in this conflict. After the lack of success met by the July 1982
Franco-Egyptian proposal for solving the Arab-Israeli conflict, calling for

"mutual and simultaneous recognition between Israel and the PLO, France did not
come  up with any new concrete initiative, preferring to adopt a "wait-and-see®

attitude.

e
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As far as the Lebanese crisis is concerned, the French posifion is far more
ambiguous. Lebanon is important for France symbolically for historical,
psychological, linguistic, and religious reasons as well as the French

commitment to its mission civilisatrice. T

Today, for a tangle of reasons, French officials, feeling that "nothing is

left to be done in Lebanon" {(Michel Jobert Herald Tribune, 7 October 1986),

are calling out for both a political and a military withdrawal from this
country, “"where the small number of Frenchmen that stayed on are potential

hostages and victims”.

It looks as if the French believe they have lost their ability to work for
peace in this country, since they have been taken in tow by American and
Isareli policies, at the time of the Israeli invasion of Lebanon, in the
summer 1982. In agreeing to participate in a multinational force whose maﬁdate
was ambiguous, the French government found itself locked in a policy it did
not share completely and could not influence. The May 1983 agreement signed
between the Lebanese, the Israelis and the Americans was made without France
having been fully informed. The most dramatic result of French integration
into the American plan in Lebanon were the simultaneous terrorist actions, in
October 1983, singling out the French and the American contingents as a way to
group them together and to exert pressu%e for their common departure, which

took place in March 1984.

Meanwhile, the new problem of the French hostages held by pro-Iranian groups

in Beirut and the attacks against UNIFIL contingents added a tragical




=11-

dimension to France's involvment in Lebanon which became rather ambiguous.

While claiming that it would not surrender to terrorism, France, unwilling to
endanger further more the life of French citizens, hid begun since the Spring
1986 the withdrawal of French military observers from Beirut and the lessening

of its commitment to UNIFIL peacekeeping force; in southern Lebanon.

On the other hand, French officials have come to consider that Syria is a key
power, not solely in Lebanon but in the easter& Mediterranean as a whole and
must be dealt with as such. This French attitude was very clear in May 1986
when Jacques Chirac declared to the foreign press that the Lebanese tripartite
agreement, engineered by Syria inllate 1985 but torpedoed by Christian

opposition before it got off the ground, may have been "too hastily rejected”.

Thus France regards negotiations with the Syrians as essential if the West is
to continue to have any constructive influence on the evclution of the
Arab-Israeli conflict or on the Lebanese crisis. Prime Minister Chirac has
clearly expressed this search for concertation with Damascus by saying that no
settlement havi&g been reached against Syria in Lebanon, it was time to seek a
solution with it. Besides, the French argue that Europe will curb terrorism
more effectively by winning Syrian cooperation than by driving President Assad
‘into a corner. Even more, the latter cam be counted on to stalk Iran and maybe

help obtain the release of French hostages in Lebanon.

2. Unwavering support to lraq in the Gulf War

As the Gulf conflict dragged on, France continued to be an outspoken supporter

of Iraq. French officials have repeatedly said they favour a negotiated



~12-
settlement to the Gulf War, but they have also made ciear that an Iraqi defeat
would be "catastrophic". France has supplied Irag with considerable quantities
of modern weaponry, including Super Etendard aircrafts equipped with Exocet
air-to-~sea missiles, arranging partial payment in Iragi petroleum, which makes
France the second Iragi arms sUpplier, just behind the Soviet Union. (Some 20% -

of Iraqg's mi]ita?x equipment is French).

If the public Tine is to downplay French involvement in Iraq - some are firmiy
convinced that purely mercantile interests have come to dictate French policy
in Iragq - France's top officials adopt a different position. If France cuts
off its arms sales to Iraq, or even reduces them, they argue, the latter would
have no choice but to throw itself into the arms of the Soviet Union and
depend totally on Moscow's assistance. Thus, the French are serving as a
bridge to the West. Moreover, they are having a moderating influence on the
Iragi regime for, as contacts with France grow, Irag has markedly toned down
its anti-Israeli rhetoric and has recently adopted a more pragmatic approach
to the Arab-Israeli conflict. Finally, France argues that it is serving the
West's overall interests by contributing to the defence of the whole Arab

world against the spread of Islamic fundamentalism.

Thus, in this seven-year war with Iran, French support to Irag remains
unwavering. Even at the time of Chirac's abortive attempt to improve contacts
with Iran, the Premier made it clear to Iran from the start that French policy
in the Middle East would remain unchanged, including support for Iraq,
initiated a decade ago by J. Chirac himself. The hostage-takings, while they
have been made possible by the specific Lebanese situation, are in fact a

direct consequence of the Gulf MWar. Thus, the conviction that the key to the
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hostages' freedom has always rested in Iran drove the French to pursue a

dialogue with Iran, despite the obvious risks of its clashing with other
French.aims : staying friendly with Iran's ennemy, and cracking down on
Middle-Eastern terrorism in France. In any case, the repeated Iranian demand

of French neutrality in the war, and the consistant French position that sales ™
to Iraq will go on, seemed to create an irrecénciliable contradiction-in J.

Chirac's policy from the beginning. Less than a fortnight after France broke

off diplomatic relations with Iran in July 1987, the French aircraft carrier
Clemenceau, two missile-Taunching destroyers and a supply ship sailed for a'
mission to defend “French interésts in the Mediterranean and the Indian
QOcean". France's policy towards Iraq appears today as the best and the only
available way of remaining faithful to the pro-Arab political line initiated
by De Gaulle. Wether military and political sunport for Irag assumed

dimensions that go beyond France's means is another problem to debate.

B. FRENCH POLICY IN NORTH AFRICA

The pre-eminent French presence in the Maghrib extends to all fields :

adminsitrative, cultural, economic, militafy and of course political. France
~is still maintaining its deepest and most preponderant commitments in this
region. However, Franco-Magrhibi relations did not yet succeed in getting rid

of the colonial legacy and remain passionate.

Thérefore, France's policy in the Maghrib, while very active, is constantly
seeking a difficult balance, given the regional rivalries, particularly the

Western-Sahara dispute, and the hot issues at stake such as the status of

Maghribi immigrants in France and the financial indebtedness.
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1. How France views its interests and ambitions

Unquestionably, France believes in and intends to support the durability and -
the stability of the Maghribi countries as Nations-States as well as favouring
harmonious relations between the actors of this region. Thus it is embarrassed

when confronted to Algerian-Moroccan re]ation§ and most of all, it is very

much concerned about the Tunisian leaders' ability to handle the growth of the
fundamentalist impending threat and the risks of a destabilization of this

friendly and vulnerable state.

In fact, the interests at stake are considerable and can be summarized as
follows. First, a strategic interest. The Maghrib is the key to Black Africa,
occhpying the entire southern shore of the Western Mediterranean, a region
which is vital to the security of France. It confains important raw

materials : petroleum, gaz, uranium, phospates, iron and precious metals. One
can easily imagine the danger that an enemy fleet, acceeding toc Bizert, Mers

el Kebir or Tangier would represent.

France has some 250 military advisers in Morocco, 70 in Mauritania and 40 in
Tunisia. Finally, all of these countries (including Libya until a few years

ago) send officers and pilots to France for training at various leveis.

On the political side, the Maghrib, together with Black Africa, are two zones
of influence which, added to the nuclear capabilities and industrial potential

of france, permit the latter, a country of middle grade importadce to figure
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among the great powers. The French communities (40,000 in Algeria, 40,000 in
Morocco, 10,000 in Tunisia and 1500 in Mauritania) are the most important of
the foreign communities in those countries where they have certain significant
advantades (schools, hospitals, and freedom from entrance visa requirements,
at least until very recently). There is also a cultural interest : if the
countries of the Maghrib, apart from Libya, are arabicizing their system, they
still remain one oF the'solid strongholds of Francophonie and contribute to

the continued use of French in regional affairs and in Arab-African meetings.

Thus, France's major fear is a destabilization of the region as a whole or
domestic unrest in any of those countries. Realizing that the security of
Europe is directly affected by the situation in the Western Mediterranean and
the Maghrib, the French government is therefore seeking to encourage

inter-Maghribi cooperation.

In fact, until recently France had no overall policy towards the maghrib
considered in its horizontal dimension. Instead, it pursued relations on a
strictly bilateral basis with each country without much concern for the ties

which have been established between those states since their independence.

'In 1985, the need for an overall view found expression, when , for the first

time since decolonization, the Ministry of Foreing Affairs assembled its
ambassadors to the Maghrib capitals in Paris in October to compare their views
and to lay down the bases of an areawide, coordinated policy. French

officials think a reconcited or, better yet, united Maghrib would be in a
better position to confront the serious domestic problems which are looming -

the islamist wave which swelled after the victory of the Iranian revolution in



~16-

1979, decelerating economic growth and the frustration of the youth
increasingly threatened with unemployment, the weight of foreign debt and so

forth.

But France's task im the Maghrib is far from being easy : apart from risking
the anger of the Maghrib governments by taking at home a tough line towards
immigration, French leaders are walking a tight rope, avoiding to be caught in

the midst of the regional tensions and rivalries.

2. Where French policy limits stand

a) Status of Maghribi immigrants

Gn2 of the hottast is:ues at steko is the Jomesiic probiem of the increasingly
unpopular presence of a large Arab immigrant population from North Africa

which, in the Tong run, could affect Franco-Maghribi relations.

Although the Portuguese are the Targest single foreign community in France
(860 000), the increase in French racism is directed above all at the
Maghribis, who are the largest community 1f lumped together. Of the four and a
"half million foreigners numbered by the Ministry of the Interior, there are
780,000 Algerians (of whom 320,000 are working), 420,000 Moroccans (170,000
workers) and 190,000 Tunisians (76,000). In any case, this problem, tied to
the presence in France of more than 2 million Muslims, including about 500,000
who carry the French nationality, is likely tc be posed with increasing
sharpness in France as long as the youths of the second and third generations

are not effectively integrated into French society. It will also be

]
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probiematic in.North'Africa, where the-massive return of Maghribis from France
is feared for two reasons : having lived in a western environment, they may
reﬁresent potential opponents - a political risk Maghribi regimes could not
afford to take - .or an object of scandal in societies which are still
traditional. At the same time,'they will constifute an additional social and —a
economic burden on these countries, where those under 20 yedrs of age_a1ready
represent 60 percent of the population and are the most affected by

unemployment.

However, after having legalized the presence of 135,000 clandestine, and
therefore illegal 1mmigrant§ in the years 1981 and 1982, conforming to
socialist principles on human rights respect, the French government had to
backfrack. The aggravation of the economic crisis, unemplioyment, the evolving
trend of public opinion and the need to proceed with the industrial
restructuring, forced the Socialists, and later the Chirac right wing
government, to harden their policy by taking rigorous measures to prevent

illegal entries and encouraging foreign workers to return home.

The main burden of possible new laws to be voted against immigration will be
borne by the North African community, already alarmed by the increase in
anti-arab racism and the growing political power of the extremist National
Front, which now has more representatives in Parliament than the French

communist party.

b) Inter—Maghribi rivalries

But France's main difficulty in the region stems from inter-Maghribi

rivalries, that is to say the Western Sahara conflict and Libya's activities
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in the region. In fact, France's position became uncomfortable as Morocco and
Algeria insisted on French support one against the other, when the Western
Sahara dispute went critical in 1975. Officially, France is neutral. However,
it has continued its military aid to Morocco and has never exerted effective
pressure on it to negotiate a settlement. It has.never defined a real policy
on this question and experts' views are divided. President Giscard d'Estaing
was sensitive to King Hassan II's argument that during the éolonia1 périod,
France had enlarged the Algerian Sahara at Morocco's expense and had
bequeathed it to independent Algeria. Was not Morocco, therefore, entitied to

seek to recover the Spanish Sahara ?

President Mitterrand, for his part, seems to be preoccupied above all with
avoiding a destabilization of the Moroccan throne. Besides, relaticons are
facilitated by converging points of view on some key issues such as the
Arab-Isareli conflict. However, improving relations between Paris and Rabat

could not go'without disturbing the Paris-Algiers axis.

Still, in order tp respect a difficult balance, France is still encouraging a
peaceful settlement of the Algerian-Moroccan dispute, even after it failed, in
February 1983 at the time of the Rabat-Algiers summit, to arrange a final

agreement.

Franco-Maghribi relations are also affected by French commitment in Chad which
sometimes is to interfere with the Saharan problem. As for example, in 1984,
soon after the spectacular Treaty of Arab-African Union was signed between
Libya and Morocco, Mitterand's private visit to Fez infuriated the Algerians.

They suspected the king of having proposed to.intercede with Qadhafi to

e
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facilitate the evacuation of French and Libyan troops from Chad in order to
obtain from France a commitment to ignore the "fait accompli" in the Western
Sahara, where Moroc&an troops had enhanced their position on the ground.
Today, all that has changed : the "marriage" between Tripoli and Rabat led to
a quick divorce, and Libya's support to the Polisario has been reduced given
the heavy mobilization of its financial and military means in Chad. But France

is always suspected to be in the midst of a huge plot.

On the other hand, Qadhafi's ambitions in Chad and Tunisia led Paris and
Tripoli many times to the brink of rupture. But the French government under
Giscard d‘Estaing;s presidency reckoned that it was not in its interest to
break with Libya, both for economic reasons and for the sake of the regional
balance, France not wanting to leave the field clear for the‘Soviet Union. At
present, the same assessment is made by bofh President Mitterand and Prime
Minister Chirac. This cautious posture has been clearly expressed by France's
refusal in mid-April 1986 to allow US bombers overflight rights en route to

Libya.

French policy makers are very much at pain to maintain balanced policies in
order to satisfy everyone, even in the field of economic co-operation. In
fact, French governments have shown much more prudence after the February 1982
Franco-Algerian agreement on gas prices which was followed by the sectoral
development agreements. This political gesture brought forth demonstrations at
the time from less—endowed neighbours who also asked for a reevaluation of
their own raw materials' prices. Today, the gas dispute is poisoning

Franco-Algerian relations and negotiations are in a deadlock.

-



=20~

Undoubted]y; France has no means of influencing inter-Maghribi relations.
North Africa remains admittedly of pr%mary economic and pelitical importance
to any French government which, given the strong historical and cultural ties,
shows great concern about the evolution of the region. However, the Maghrib
basic needs go beyond the means of France's policy which is increasingly
seeking a concerted action within the EEC in order to remain a ﬁigniffcant

actor in this region in face of growing American influence.

[I. ECONOMIC RELATIONS

France has been forced to take a central role in some hot areas of the Arab
world, while drafting a withQrawal from others, at a time when its economic
commi tment to the region is being reduced. The French government has broken
diplomatic relations with Iran and dispatched French naval forces to the Gulf,
as well as dealing with renewed fighting between Libya and French-backed

forces in Chad.

France's active policy in the region comes against a background of falling
trade volumes with the Arab world. The considerable export sTump has left many
manufacturers in financial difficulty, especially the armements industry which
relied heavily on a few large orders from the Middle East. Exporters have been
hit by a sharp fall in new contracts for construction and engineering work in
the Arab world, as ]ower.oil revenues prompt cuts in investment spending in
the region. Another concern is France's large exposure in many Arab countries
forced to reschedule payments. French dependence on.the Arab World economies

finally takes its toll.
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A. TRADE

As a result of the 1986 oil prices collapse and the regional recession that

ensued, business analysts are increasingly gloomy about French prospects in

the Arab world as sales to the region coﬁtinue to drop - and government T
officials are alarmed at the possible consequences for the French economy as-a

whole.

More than other western countries, France has depended on large construction
contracts, military equipments and civil aviation sales in the Middle East to

offset its deficit with EEC members and most other OECD partners.

Even its agriculture and food exports have bequn to decline after a record

surplus in 1984. "Our problem is that, unlike West Germans and Japanese, we
did not concentrate on the everyday bread-and-butter exports like consumer

goéds, motor vehicles and machinery, sectors that will continue while most

infrastructure projects have been completed or delayed", observes a Paris

banker closely involved in the Middle East.

1. The trade downturn

The value of French imports from the region dropped by more than 25 percent in
the first-half of 1986, to FF 34,936 million compared with FF 49,973 million
in the corresponding period of 1985. French exports are also affected ; these
dropped by nearly 23 percent to FF 37,809 million. Only Kuwait, the UAE and

Mauritania increased purchases from France in the same period.
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Despite a 22 percent drop, Algeria remains the biggest recipient of French
goods, with FF 9,011 million in first-half 1986. French exports to this
country declined a further 40 percent in the first four months of 1987, and

imports fell 50 percent in value.

As for Morocco and Tunisia - which continue to be, along with Saudi Arabia,
Egypt and Iraq the-other most important ¢lients - the trade.downturn with

France totalised 13 percent in value, for each country.

Trade with Saudi Arabia continued in 1985 its rapid decline from the 1981
peak. Exports to the Kingdom dropped steeply to FF 10,900 million from FF
19,900 million. in 1984, and imports over the same period dropped to FF 10,823
million from FF 18,707 million. Despite a dramatic increase in French
purchases of oil in 1986, French exports continued to fali. The outlook is
bieak for trade with Egypt : the overall trade volume amounted to FF 4,435

million in 1986, which means a 34.2 percent fall, compared to 1985 figures.

2. Food exports and "grain war”

In 1985, French grain sales to the Arab world brought in FF 3,676 million, or
10 percent of the country's total grain exports, while wheat flour sales at FF
1,849 million represented more than a third of the value of French flour

exports worid-wide.

Thus, despite its reputation as a producer of gourmet food, France's main
agricultural exports to the Arab world- are mostly grains, wheat flour, and

staples such as sugar, vegetabte oils, beef, frozen chicken, fruits, powderéd

-
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milk and processed cheese. The Arab world took 15 percent of all French sales
of these items last year, and thus still represents an important market for

one of the most flourishing sectors of the French economy.

However, given the intense trade and price war that broke out the same year
between France and the US, and which main issue has been grain and flour
sales, the regional market held less promise in 1986 than iﬁ previous years.
In mid-1985, the US initiated its $ 2,000 million Bonus Incentive Commodity
Export Program (BICEP), to combat EEC subsidies for agricultural exports to
the Mediterranean region. The BICEP has been so successful that French wheat

sales to the region in 1986 slowed down significantly.

Still, France is competing strenuously for the Egyptian flour market which
used to be in previous years the first outlet to its flour exports. However,
these dropped by 50 percent in 1986, given the US's Targe-scale commerciatl
offensive. Within the Humanitarian Aid Program "Food for Peace", Washington
supplied Egypt with $169 million worth of wheat and flour. This is why Egypt,
usually one of France's biggest clients for grain exports, fell from~9thptace

in 1986 to 16th the following year, in the clients' chart.

In Morocco, which figures among France's leading customers for agricultural
products, the outlook is just as bieak. In 1985, fFrance had supplied Morocco
with 38.5 percent of its food imports, while in 1986 it supplied only 9

percent.

Sales to Jordan and North Yemen were down by a third, while a big commercial
contract of 250,000 tons of French wheat supplies was signed recently with

Syria, despite-the diplomatic strains between this country and Europe.

L
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In addition to food exports, France is also involved in a variety of
agricultural ventures. In Egypt, it has set up a school to train flour milli
technicians. French experts have helped to eradicate fruit tree diseases in
Syria, set up a veterinary vaccination institute in Iraq and are assisting the
Algerians to draft a food quality control legislation for consumers'

protection.

3. Energy

a) 011 trade slowing down

In 1986, Arab countries supplied a third of French oil sales. Saudi Arabia
moved ahead of Algeria as France's top supplier in the region. The increase in
the Kingdom's oil production, as well as its decision to abandon for a time
the official price, also restaured Saudi Arabia to its former position as
France's main supplier of crude. Saudi exports to France rose to FF 9,307
million in first-half 1986 - about 129 percent more than in 1985. However, in
first-half 1987, Saudi Arabia as well as Irag saw 0il sales to France decrease
in tonnage and in value. For different reasons, Iraqi exports dropped by 76
percent to 350,000 tons considering last year's figures, and the Kingdom's
sales fell 25.1 percent to 3 million tons. Here again, the UK moved ahead of
Saudi Arabia in the french suppliers’' chart while Iraq fell from fourth to

ninth place, behind Algeria.

Thus, Iraq and Saudi Arabia, which in 1980 accounted for 54 per cent of total

exports of crude oil, NGL and refinery feedstock, supplied only 14 per cent in
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1985. Liftings recovered in 1987, but only because the introduction of netback
pricing formulas made purchases of Saudi crude espécia]ly attractive. The
netback contracts - EIf and Total in late 1985 arranged liftings of 50,000
barrels a day - have now been phased out. Besides, the French government is
discreetiy urging those two oil companies to boost Iraqi crude purchases,

while it has recommended a total halt of Iranian oil purchases in Summer 1987.

b) Franco-algerian gas dispute at deadlock

It is this issue above all that is spelling trouble in Franco-Algerian
economic relations. Today, nearly 99 percent of Algeria's exports to France
consist of petroleum products and natural gas. Algeria supplies 30 percent of
France's gas imports, a volume representing 40 percent of Algeria's gas

exports.

The dispute begins in 1979, when Sonatrach, the state hydrocarbons concern,
began a campaign to link the price of gas suppliies to the calorific value of
crude oil. Fipally, an agreement using the crude 0il index was signed with
France in 1982 after president Mitterand intervened personally in the dispute.
As a result of this agreement, and following the decrease in oil prices, the
‘Algerian gas was, at about 25 percent above the market price. All this has
changed. Gaz de France (GDF) began talks with Sonatrach about revising the
price clauses in its natural gas agreement. After several months, negotiations
between the two companies have nearly reached a deadlock. Officials at the
Ministry of Foreign Affairs in Paris say the new government is unlikely to
intervene in the negotiations, as the socialist administration did in 1981,
while on the Algerian side, the press is insisting that the government wilf

not make concessions on this issue.

~&
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4. Military cooperation or arms exports

Reduced government spending in the Middle East and Arab markets shrinkage, in
addition to the completion of hajor infrastructure work has left French I
contractors looking at military-related opportunities. But the export slump,
that has left many manufacturers in financial difficulties,.did not spare
French weapons industry, which relied heavily on a few large orders from the
Middle-East. In fact, France's share of world weapons sales in 1986 slipped
below 10 percent, compared with nearly 18 percent in 1984. It is a worrying
trend for a sector that employs 400,000 people and is dependent on overseas
markets for more than 40 percent of sales. In the past ten years, an average
60 percent of the country's weapons exports have gone to the Middle-East and
North Africa. However, in 1984, order value overstated the general
competitiveness of the French arms industry and.underlined its dependance on
arms sales to the Middle-East, since in that year, only two deals accounted
for 77 % of this value : the Thomson-CSf single contract with Saudi Arabia for
an air defence system, and the Abu-Dhabi 18 Mirages 2 000 order. In 1985, the
French share of the Arab world arms imports actounted for 39 %. In fact, the
same year, the aerospace sector su%fered a heavy blow, when Saudi Arabia
decided to buy Tornado fighter jets from British Aerospace, in preference to
the Mirage 2 000 made by Avions Marcel Dassault - Breguet Aviation. In 1986,
the arms trade volume continued to fall with the Middle East, given the severe
economic regional recession caused by the drastic decline in oil prices,
rising foreign debts and the oil-saving measures taken by consumer countries,
in combination with increased supplies competition in almost all the

equipement areas in which French manufacturers are seeking sales. Reversing
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the slide is going to be an uphill task. But the Middle East remains the key
market for virtually every major arms exporter and France is still competing

strenuously to fill the Arab world's massive orders for military hardware.

Among the 200,000 or so professional visitors to the 1987 air show at Paris Le
Bourget airport, top officials from the Middle East make a regular, but
unobtrusive presence. Traditionnally, they are attracted as much by Ffance's
consistently liberal attitudes towards sales to the Third World as by the
equipments displayed. This year's visitors included Qatar's Heir Defence
Min%ster, Shaikh Hamed Bin Khalifah al-Thani, who signed a military
co—opération agreement with France at the end of his three-day visit on June
18. Another was Egypt's Defence and Military Production Minister, Field
Marshal Mchammed Abde]-HaIiﬁ Abu Ghazala, who reached a rapprochement with
executives of France's Avions Marcei Dassault-Brequet Aviatiop about
completion of deliveries of an order for M}rage 2 000 fighters halted because

of payments problems.

At all events, France's biggeét clients in the region are still Saudi-.Arabia

and Iraq.

Military contracts have boosted sales to the Kingdom in recent years. A

$ 3 500 million order signed in 1980 made of France the main builder of Saudi
Arabia's navy where French experts continue to be involved in training.
France's aspirations tc a similar domination in air defence, enhanced by the
1984 FF 35 million contract, were dashed in September 1985 when the $ 7,000
million contract to supply fighter and trainer aircraft went to the UK. The

balance can be restored if France wins the multimillion dollar contract to



-28-

equip the kingdom's navy with submarines and tolbui1d two bases for the
vessels. Estimates on the value of the contract range from $ 3 billion to § 5
billion. France- has figured prominently in speculation about the likely
winners, partly because the Saudis are trying to diversify their miTitary
purchases, but also because Riyadh has made clear its displeasure at the cool

résponse from British companies to its calls for offset investments.

In any case, despite the increasing anxiety among French industrialists and
bankers about Irag's economic position, French military support to Iraq
remains massive. In fact, between 1977 and 1985, France sold more than $ 11.8
billion worth of high technology weaponry to Irag, wmaking Irag the first
customer of the French armements industry. The French delivered at least 113
Mirage F1 fighters, in a speciaily developed version capable of launching the
Exocet missile ; they delivered so much Exocets that Irag accounted for
three-quarters of the total French Exocet Production. They trained the Iragis
on the whole panoply of french air-to-air and air-to-surface missiles,
including the brand-new AS-301 Taser-guided missile, whose sensitive

technology is so advanced it has been purchased by the US Defence Department.

By 1983, the French were selling more weapons to Irag in dollar terms than the
Soviet Union. In March 1986, however, the Soviets offered Baghdad some $ 3
billion worth of tanks, aircrafts, helicopters and anti-aircraft batteries at

long-term credit deals no Western country could hope to beat.

—t
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B. INDUSTRIAL COOPERATION AND CONSTRUCTION PROJECTS

1. Construction firms narrow their sights

French firms, badly hit by the racession in the Middle East construction
sector, are Tooking increasingly for specialised, high technology projects to
combat at once the diminishing opportunities and the fierce'competitibn from
local and Asian contractors. Payments delays and projects cancellations,
postponements and rebids becoming increasingly common, the need for a change
of approach was emphasized'furthermore by government figures on new contracts
awarded to French contractors in the Arab world in 1986. New contracts slumped
to FF 1,559 million (3% 257 million) in 1986, compared with the previous year's
FF 8,019 million (% 1,325 million). This represenfed only around 6 per cent of

overseas work signed up by French companies, against about 37 percent in 1934.

France's first quarter results for 1986 show that all non-military exports
markets are down, with awards from oil-producing countries at almost half the
average quarterly value of 1985 contracts. Building industry and public works
projects, traditionally strong areas for French firms, have suffered the

hardest hit.

Egecutives at Campenon Bernard, a firm which has a solid reputation for its
work on dams and industrial complexes, reckon that they are facing a Tull in
new orders, because of Middle East strained economic circumstances. Another
French engineering gitant, Spie Batignolles is counting on its
multi-disciplined approach to maintain its presence in the region. Engineering

and- construction, which accounted for 61 percent of the group's total turnover

ke



in 1975, represented just 28 percent in 1985, compared with its 44 percent for

electricity and nuclear division.

Other major French contractors, including Bouygues and Société Auxiliaire
d'Entreprise (SAE), which once took a significant portion of their earnings it
from the Middle East, have to overcome considerable obstacltes in recent

projects.

Petrochemical Ingineering has been even more affected by oil revenues decrease
than public work projects. Thus, Technip whose major outlet was the Middle
East, has been forced to reduce its staff in order to cut its losses.
Bouygues, the contracting giant, which claims to be the world's largest since
the takeover of the SCREG group, expects very little to come from the Middle

East.and North Africa.

2. Arabsat : First step towards technological cooperation

The Arab World's space communications industry came of age in Kourou, French
Guyana, in February 1985. Arabsat 1, the first of two satellites being sent up
for the Arab Satellite communication Organisation (ASCO), was launched
"skywards aboard the European Ariane 3 rocket. When Arabsat 2 went up with a US
shuttle, four months later, the stage was set for a system designed to provide
the Arab Leaque's 22 member countries with telephone, telex, data and
television services. Apart from being an important step forward for the Arab
world, the’Arabsat 1 Taunching demonstrates an exchange of technology and a
real success for France's Aerpspatiale which, for the very first time, has

been chosen to be the "master of art" of a satellite system that is not
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European. Two stations will control Arabsat during its seven-year orbital
lTife. The main one is in Saudi Arabfa and the second in Tunisia. Both are
being staffed by France's Aerospatiale which, with the US' Ford Aerospace and

Communicaticons, won the $ 134 million order to build the satellites.

Today several problems are Iooming: The main one concerns finance, due to the
reluctance on the part of those involved to come up with the necessary cash to
build the ground stations to transmit traffic to and from the satellites.
Whether Saudi Arabia - with its 26 percent investment, the biggest shareﬁo]der
in ASCO - will be prepared to dig further into its own coffers to compensate
for the slow progress of other ASCO members is open to question. Another major
financial problem is the high cost both of training Arab engineers and
technicians and of employing foreign specialists. In fact, this attempt at
co-operation has not aiways gone smoothly. From the very beginning, the
Arabsat project was plaqued by disagreement among the partners over the cost
sharing of the original $ 134 million. More serious, the ASCQO is apparently
suffering from a shortage of customers : in early 1986, only 1,300 of its
9,000 circuits were being used. Problems have also arisen over the

incompatibility between various national telecommunications standards.

C. BANKING AND FINANCE

The overflow of petrodollars in the early seventies has enabled Arab banks to
play a considerable role in the French banking system. In 1984, the combined
overall sheets amounted to 184,9 billion francs. Paris became a key financial

center for Middle-East institutions especially for consortium banks as UBAF

—w
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and BAII *, based in the capital, and now providing an extensive network of

branches and affiliates around the world, stretching as far as China and Japan.

On the other hand, French banks have traditionally played a strong role in the
Arab world. Banque Indosuez has a 40 percent stake in the Jeddah based Al Bank
al Saudi al Frensi, and its rivals have numerous affiliates and branches

around the ME and the Maghreb.

Unfortunately, declining oil revenues in the past couple of years have changed
the financial environment beyond recognition, forcing many foreign
institutions to review their position in the region, while increasing French
officials anxiety about the large govérnment guaranteed debt burden run up by
several Arab countries, many of which have been forced to reschedule payments.
Apart from Iraq, France has a targe exposure in Algeria, Egypt, Morocco and

Tunisia.

French banks are concerned at the economic downturn and especially worried by
attitudes towards the rising level of non-performing loans in the Guif:
Prominent Saudi entrepreneur Ghaith Pharaon has recently sought to reschedulg
a $ 353 million debt owed by his Saudi Research-and Development Cooperation.
Major creditors include BNP and Indosuez, with exposure of $ 19 mitlion and

$ 14 million respectively. Pharaon has considerable assets in france and the

US, but these are uniikely to help his company out.

* Union de Banques Arabo-Frangaises and Banque Arabe & Investissements

Internationaux.

it
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However, French banks are reluctant to take a short term view . While French
trade experts reckon that commercial lending activities are decreasing, they
nevertheless call for 1ncr;ased investment banking activities, such as fund
management and financial advice. “"The Arab market is becoming less important”,
says Pierre Habib-Deloncle (Vice-President of Indosuez Bank), "but we cannot
disappear because things are going wrong. We are here for the long term : the

Middle East is not.a dead area, it will revive". (MEED, 5/7/86).

Financial massive indebtedness and France's large exposure in many Arab
countries remain, above all, the major concern of French officials. In Irag,
aside from the political ties which 1ink Paris to Baghdad, the situation is
equally disturbing. French banks have agreed to reschedule Irag's medium-term
commercial debt which is estimated at-$ 1 300 million. Until April 1986,
France was the only major creditor receiving payments on time but Iraq,
already hard-pressed by the cost of the war against Iran, has been further hit
by the collapse of oil prices. The two instalments due in April and October
1986 - first rescheduled in 1983 - have again been deferred. The April payment
has been put back to June 1988 and the October payment to July 1989. Military
sales are estimated to push total French debt closer to $ 3 000 million (MEED,
26/9/87) ; but this is not likely to affect the close relationship between
banks in the two countries, nor is it likely, for the time being, to dampen

France's commitment to Irag.

In Egypt, difficulties are looming. Although it has been a good market -
particutarly for trade finance - where the major French banks are all
represented and involved in joint-ventures, French officials have been

concerned for some time about Cairo's financial position and France's exposure

—a
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there. In fact, France is Egypﬁ's second largest creditor after the US. Cairé
has been negotiating individual reschedulings with the Paris Club countries
throughout the summer 1987. An agreement was reached in September on the
FF 10,000 million ($ 1,652) owed to France - comprising accumulated arrears
and service payments bé}ween January 1987 and June 1988 on official and

government guaranteed civil and military debts. These are to be rescheduled

over ten years including.a five year grace.

France also has a large exposure in Algeria, Morocco and Tunisia. Longstanding
ties between France and A]Qeria have been highlighted in April 1987 in the
fresh trade credits agreement. The French state export guarantee organisation,
COFACE, has agreed to back FF 3.000 million ($ 496 million) of new trade
credits from French banks to boost exports to Algeria. The remaining finance
will come from Caisse Centrale de Ccopération Economique, which organises
concessionary loans for developing countries. However, Algeria rema%ns one of
France's largest risks worldwide, in exposure terms. Opinion remains divided
among bankers and officials about wether the country will have to resort to

rescheduling in the coming years.

The financial situation in Morocco is much more alarming. France is by far the
largest creditor in Rabat, which overall mititary and commercial debt amounted
to $ 18 billion. Since 1983, Morocco has been forced to reschedule official
and bank debt. Of the latest official rescheduling, agreed by the Paris Club
countries in March 1987, around two-thirds of the total $ 1,000 million was

owed to France.
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After providing an overview of the global political and economic trends and
issues in franco-Arab relations which appear once again at a crossroads, this
part aims at bringing out the future prospects of Franco-Arab cooperation and

the relevant areas to dig into.

Given the widespread French fears that followed the hostages‘taking iﬁ Beirut
and the Paris bombings by Middle-Eastern groups, bringing back home to many
the spectre of conquering Istam about to destabilize democratic European
societies, the first step to be taken in order to lay the foundations of a
fruitful Franco-Arab dialogue is to improve the image of the Arab world in
French public opinion. This objective can only be sought within the framework

of an active cultural cooperation.

1. FRANCO-ARAB CULTURAL COOPERATION

To project a positive image of the Arab world and its civilisation is indeed
mostly needed as a counter to prejudices and passions from which stems a
distorted and confused image of the Arabs and the Musiims scmetimes hastily
classed, in French (and European) public mind, as threatening terrorists and

- fanatics. Besides, the presence in France of a large immigrant population from
the Maghrib countries, in these times of economic crisis, is felt as an

additional threat to the security and the cohesion of French society.

On the other side of the Mediterranean shore, preconceived unfavourable
opinions about Western culture are not absent. This unfortunate situation

“emphasizes the urge to fill the gap of ignorance which is the chief‘obstaclé

&
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to mutual understanding and dialogue between the Arabs and the French. Today,
the primary objective of a significaht dialogue is to reach a wider audience
on both sides of the Mediterranean, i.e. to promote a French cultural action
guided towards the Arab masses and to bring Arab culture to French masses at
large, and not to be confined to intellectual or artistic exchanges or wa

periodical encounters between elites.

A. CULTURAL AND EDUCATIONAL FRENCH POLICY IN THE ARAB WORLD

For historical reasons which have been developed in the first political part
of this report, France's cultural and educational presence is much more

significant in the Maghrib than in the Machrik.

French cultural policy towards North Africa, within the colonial framework,
has been a policy of "Arabic wearing away". At the time, the Maghribi
political elites' education was moulded according to the French pattern. The
French colonial administration would not acknowledge tHe reality of an Arab
culture. In fact, the oniy choice to be made was between assimilation or

inferior "Islamic" status.

The situation was quite different in the Machrik where French direct
colonization did not exist. Cultural policy was carried on through the
education of the bourgecisie elites mainly among religious minorities but not
exclusively. However, in the long run, France's political ambitions were to
undermine its cultural influence, except for Lebanese Christian minorities who
still hold on to France's cultural values. Besides, in Lebanon, French

cultural involvement is illustrated through a centralized and integrated
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educational system which is considered as a central medium of France's

cultural presence.

Besides Lebanon, France also exerted a gallicizing policy over Egypt and

Syria, also through the teaching system thanks to French schools and missions. =
However, this presence already reduced, has lessened furthermore following the

1956 Suez crisis which deprived France of its cultural device in thosé

countries. Today, French influence there is more and more undermined by the

overwhelming success of the Anglo-Saxon educational system.

Thus, North Africa, being more largely and deeply francophone, is a better
recipient to French cultural goods. Moreover, it is easier to reach Maghribi
masses in order to keep up one of the solid strongholds of Frenchspeaking
areas. It is undoubtedly in Morocco that France's cultural presence and
influence is the most important, given its 29 schools which welcome nearly
10,000 Moroccan pupils, its seven cultural centers, its 600 scholarships per

year and so forth.

In the Machrik, the main problem is to find the way to reach the Arab
middle-classes. It has been De Gaulle's concern in the sixties to rebuild
lFrance‘s cultural device in the Middle East. This challenge calls for an
intensive use of audio-visual systems. for instance, the setting up of Radio
Monte Carlo in Cyprus had proved to be a profitable business. The same
experience could be tried within a television policy using a live broadcasting
satellite to show cultural programs, promote teaching of French, music, news
while-still using mainty Arabjc. Such a gigantic hypothetical endeavour
however, stands a chance of winning only if it turns into a common European'

venture.
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B. AWI : FRANCO-ARAB CULTURAL PARTNERSHIP

Late 1987 should see the inauguration, after some delay, of permanent premises
in Paris for the Arab World Institute (AWI), an ambitious cultural partnership
between France and 20 Arab countries. The ultra-modern complex, on the banks
of the Seine opposite Notre Damg Cathedral, will house a muéeum of Arab and
Istamic art and civilisation, a library, exhibition halls and an auditorium.
It was designed by France's Jean Nouvel and Architecture Studio, in
consultation with Saudi aréhitect Ziad ZaYdan, and is estimated to have cost

some FF 400 million ($ 57 mitlion).

The ingtitute has been described by its supporters, perhaps hopefully, as the
“Arab Pompidou Centre". It shares with that once controversial and now
immensely popular modern Paris museum a typically French gigantism and an
ambition to bring Arab culture to the masses. The building itself is a blend

of Islamic and Western architectural themes.

The project originated in 1974 when the full economic potential of the Middle
East first struck the consciousness. of the West. The time seemed ripe to
establish a showcase for the Arab world, underlining the Arabs' past
contribution to civilisation and their determination to be full partners in

the modern international community.

'with a sense of cultural mission and a political will to make its mark

independently of the two superpowers, France was keen to be a partner of this
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endeavour. French governments have changed several times since, but the AKWI

continues to receive the enthusiastic support of officials.

On the Afab side, economic difficulties have to some extent undermined
enthusiasm for the project. A change of construction site led to building e
delays, and costs have mounted steadily. The initial agreement was that France
would donate the land for the building, while the Arab statés would pay for
construction ; day-to-day running costs were to be shared on a 50/50 basis.
France has in fact absorbed a good deal of the increased construction costs
and agreed to raise its share of the administrative budget to 60 percent.
Delays in contribution tc the annual working budget, and the prospect of the
prosperous Arab states becoming hard-pressed for funds, have led AWI
administrators to look for new means of generating income that would make the
institute at least partly independent of government donations. This .may

involve creating a profit~making subsidiary.

Two issues that have bogged other pan-Arab institutions have also affected
planning at the AWI, insiders say..They arise from the wide range of Arab
interests represented. The Arab world today is in fact both less unified and

more international than it was in the immediate aftermath of the 1973 war and

‘the oil boycott. A number of Arab states have invested heavily in information

outlets in the West including cultural centres, radio stations and newspapers.

A joint instiution like the - AWI has correspondingly less appeal.

A further difficulty lies in the diversity of the target public. The project
must cater for students and for the Arab expatriates community, but the

primary aim is to reach a wider audience.
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Moreover, the main problem of the AWI current crisis stems from the
contradictory viewpoints between the Quai d'Orsay and the Arab governments
concerning both the status and the cultural mission of the Institute. While
‘the Arabs favour an internatioﬁal status comparable to that of UNESCO, the

French still hold on to the present status, i.e. that of a French foundation.

In fact, this crisis reveals the lack of confidence which clouded many
Franco-Arab attempts to pfomote a framework for dialogue. Within an atmosphere
laden with suspicion, the French fear to see the Institute converted into an
Arab propaganda center while the Arabs dread seing that organism transformed

into a French center aimed at teaching the Arabs their own culture.

However, in spite of all those gloomy prospects, the institute exists, even
if, according to AWI supportérs, it is going through a "growth crisis". The
Institute has already sponsored or participated in a variety of external
activities since its foundation, including film and music festivals, art
exhibitions and publishing ventures. It has provided consultancy services to
France's Education Ministry and supplied technical know how for several

cultural projects in Arab countries.

C. ARABIC TEACHING IN FRANCE

In France, Arabic enjoys a "privileged language " status : the secondary
education's pupils have the-right to choose Arabic as their main foreign
laﬁguage. Thanks to the discreet and efficient action of "Inspection Générale

de 1'enseignement de 1'Arabe en France", much progress has been made in recent

i
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. years : in the secondary, the pupils' number learning Arabic have increased
from 714 in 1972 to 11,536 in 1986 while the teachers' number went from 49 to
around 200, practising in 189 high schools spread out over the French

territory.

In the universities, Arabic is accepted as a degree course while in most
"specialized schoofs” (érandes Ecoles) it is often chosen as a foreign
language. The major audience is that of the Maghribi immigrants' children for
whom learning their mothef tongue is a way of safeguarding their cultural
patrimony. On the other hand, Arabjc has turned out to be for the French young
people a professional asset - Arab countries being France's second economic

partner.

In the long run, the future of Arabic in France does not depend solely on the
presence of an important Arab community but is subordinate to its ability to
become a communication language used also in commercial and scientific

international exchanges.

II. OVERALL FUTURE PROSPECTS OF FRANCO-ARAB RELATIONS

What are the future prospects for Franco-Arab relations in both economic and
political areas ? Will France's historical commitment in the Arab world
lessen ? Things are moving quickly both in the Machrik and in the Maghrib and
France has to cope with this highly volatile situation and readjust its

objectives according to its means, interests and friendships.

.
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A. ECONOMIC TURNING POINT"

First, on the economic level, if exports are proving to be less and less
profitable, the time has come for reviving investments. All the more since
e

France's major trading partners do not accept any longer to be mere oil

suppliers and wish to turn into industrial nations. They thus favour joint

ventures and technology transfers.

French tontractors'shou]d‘attach more importance to the private sector and not
fely exclusively on the big state projects. Interesting and qualified firms
and contractors willing to take part as partners in joint ventures do exist in

the Gulf countries, as well as in Morocco or in North-Yemen.

Thus, given the imports shrinkage and the changing nature of the markets -
less and less big construction projects and more opportunities in the services
field - except for arms and telecommunications sectors, France cannot
contemplate anymore the prospects of its economic relations with the Arab

world simply in terms of exports : it has to maintain a commercidl presence

through joint investments.

However, the easiest markets for French construction firms are proving to be
those countries - often relatively poor - to which the goverment in Paris is
prepared to offer mixed credits to back construction tenders. Egypt, Morocco
and Tunisia are the largest recipients - they benefit from annual financial

protocols to back development projects and imports.

KWhile the dramatic decline in ¢il revenues and the regional recession that
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ensued had badly hit Franco-Arab trade relations, one: could however wish that

this turning point will permit to lay down the foundations of a new approach

in economic cooperation between the Arab world on one hand and.France within

the EEC framework on the other. It should be directed towards a more positive

EEC contribution to the development prospects of the Mashrik and the Maghrib o
as well. In this prospect, France is to play a major role, given its central

position inside the EECL and its priviledged relations with the Arab world.

B. POLITICAL PROSPECTS

On a political level, as it has been pointed out, France's policy towards the
Arab world has been characterised by continuity rather than new options,
despite outwards contradictions and a certain amount of ambiguousness,

especially in Middle-Eastern affairs.

In fact, France's policy in the Machrik looked sometimes rather obscure for
two main reasons. First, the numerous levels of decision makers :
theoretically, Frangois Mitterand as President retains overall control 6n main
foreing policy issues. However, with the special situation of political
"cohabitation", most of the Arab policy issues are falling within the scope of
the Prime Minister's prerogatives, edging out furthermore the Quai d'Orsay
experts. Besides, major stakes such as the French hostages or Middle-Eastern
terrorism in Paris, in addition to the increasingly unpopular presence in
France of an Arab community are tightly linked in French public mind and are
experienéed as strong domestic issues ; which brings in the Ministry of
Interior to intervene as well. The second reason is the absence of a general

debate about France's commitments in this region. In fact, secrecy happens to
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be. a strong political tradition in the Arab countries, while- French leaders
prefer to avoid touching on the hotly debated Arab issues at home, as they
have become intertwined, at least in public opinion's mind, with a major

concern, i.e. security.

Despite the pressures exerted on the French government all at once by public

. opinion, by some political leaders and even by industrialists and bankers, an

imminent and complete French withdrawal from the Middle East, is not

conceivable for the following reasons.

For geo-strategic reasons : if South America, the far East and South-East Asia
are far away from France and Europe, the Arab world is at their doorstep.
Therefore, France's security is tightly linked to that of this highly

geo-strategic region.

For economic reasons : despite the exports stump, the Mediterranean basin is

still an important outlet for France's products and cone of its major sources

of oil supplies. France's dependence cn energy imports will remain a strong

motive for continued diplomatic involvment in the region.

"For political reasons, largely expressed by J. Chirac in his interview to the

Washington Times. Paris regards Islamic fundamentalims as "a time bomb", cne

that risks going off throughout the whole Arab world. The secular Arab
governments and the moderate rulers of Saudi Arabia, the Emirates, Jordan,
Eqypt and the Maghreb countries have to be supported to resist fundamentalism-

and assured that they have reliable friends in the Western wor1d.
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Some Arab governments remain convinced that the EEC has an important role to
play in promoting Palestinian self-determination. In fact, a revival of
European interest in devising a joint Middie-Eastern policy has been made all
the more needed by the Arab world's disillusionment with US policy towards the

region in the wake of American arms shipments to Iran.

Yet, a sustained cdmmon'diplomatic effort by the EEC remains too difficult to
reach. The maximum that has been done so far was to agree on a common
statemént such as the 1980 Venice declaration. But besides the marginal
infTuence Europe can exert on US policy or on any peace process, it seems
there are less ambitioms but more workable aims on which the EEC members can

reach a common stand.

One example is the October 1986 Community's decision to provide the occupied
territories directly with financial aid and customs preferences in the trading
field to Palestinian products. Despite fierce opposition from Israel, such
measures, if they materialize, have obvious political implications which go
far beyond their economic impact. By concluding such agreements with
Palestinian institutions directly (chambers of commerce, universities
administrations), the EEC seems to encourage the emergence of local
interTocutors that will enable it to bypass progressively Israeli authorities

in dealing with the occupied territories.

Thus, while the European Community remains a weak actor in international
policy, due to the lack of coordination between its members and conflicting
national interests, it is as an economic superpower that it stands a better.
chance of exerting greater inf]uencé in the Middle East, by offering

assistance or pressuring one party or the other when needed.

.
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It is also within this European framework that France can hope to make its
voice heard and weigh more significantly on developments in the Arab world at

large.

o
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Appendix I : Contracts dispute

Saudi Arabia remained in 1985 the leading market, with FF 2,338 million worth
awards. Algeria is in second place, with FF 1,800 million only, compared with e
FF 17,000 million in the peak year of 1983. Third was Morocco (FF 751

million), and fourth Iraq (FF 704.2 million).

As far as Saudi Arabia is concerned, France is already involved in seven joint
industrial ventures capitalised at a total of SR 409 million (3 109 million).
In April 1986, Etude & Promotion des Investissements Frangais en Arabie
Saoudite was set up to identify opportunities for French investors in the
angdom. In the construction sector, aggressive selling and strong government
support have benefited French companies including Bouygues, Dumez and Thinet.
In 1986, Dumez picked up a substantial contract - $ 48.4 million order for the

second phase of the Gulf Co-operation Council's Riyadh headquarters. Campenon

“Bernard, a group which has built its reputation in the Gulf essentially in the

seturity and military sectors: is nevertheless carrying out a number of civil
works there. These projects include the SR 60 million French embassy and

associated residential housing in Riyadh's diplomatic quarter. Campenon is

‘also working on a FF 1,000 million section of Kuwait's Jahra-Ghazali

expressway, where construction of a viaduct and two diamond interchanges is

scheduled for completion in 1989.

Several French companies were hit by payment delays in Saudi Arabia last year,
as the  sudden- slump in the country's export revenue threw budget into chaos - l

the only major dispute concerns surrounds SAE's two housing contracts
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totalling around $ 200 million. The disagreement relates to additional work
demanded by the Saudi client. SAE set aside $ 11,2 million in its 1986

accounts to cover possible losses on the project.

sy T

In Irag, Bouygues was awarded the $ 74.3 million contract in November 1984 to e
build Baghdad's Adhimiya bridge approach roads complex ; the client is the
State Organisation for Roads & Bridges, for which Bouygues first worked in

1979 when it was awarded the Nasiriya bridge contract.

Spie-Capag, Spie Batignollés' pipeline subsidiary, recently completed the
Iragi section of the IPSA-I crude.pipeline, which runs from Southern Iraqg to
pumping station three on Saudi Arabia's east-west line. Irag has produced its
share of contract disputes : SAE is nearing completion of new towns at Aana
and Rawa, but has had "long and difficult discussions about final payments for

the work".

In Egypt, Cairo's most ambitious infrastructure project - the costly and
controversial metro - opened on September 27. The result is a 4.5 kilometre
metro line which should dramatically reduce congeétion in the city center when
it becomes fully operational. The- event marks the first stage of a project
which cost has nearly quadrupled in the six years it took toc complete. The
project was initially estimated at FF 1,000 million ($ 160 million>. In the
end, it has drawn on FF 3,789 million ($ 622 mitlion) - secured through a

series of French protocols - and most of the repayments have been rescheduled.

In North Africa, despite the=gxceptionna11y difficult economi¢ situation,

Campenon expects no interruptions in the large projects already under way
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which include- Algeria's Ravin Blanc dam, Tunisia's La Skhira super phosphate:

complex and Rades thermal power plant, and 13 fertiliser depots in Morocco.

However, prospects there are equally gloomy. Algeria - where in 1985 France
had its first surplus for several years - will offer fewer opportunities for

French construction firms to offset their reduced Gulf-based earnings.

Several projects under way have been postponed or cancelled by the Algerians.
The Algiers metro - originally pltanned as an FF 8,000 million deveiopment
project, to be built and supp]ied.entirely by French firms - has been

postponed indefinitely, contractors believe.

SAE understood it was close to winning an estimated AD 2,000 million ($ 420
million) contract in early 1985 for construction of a new terminal at Algiers

airport, but the project was scaled down and retendered later 1986.

Algerian public-sector clients are notorious for refusing to countenance
revisions to contracts once they have been signed. For example, Fougerolle is
claiming FF 46 million for contract revisions and FF 2.5 million for

supplementary work on its order in 1983 to build 4,000 homes in Guelma wilaya.

‘'The- company is not bidding for any new work in Algeria until this matter is

resolved. Bouygues has had to resort to international arbitration to press its
claim for increased payments on its FF 3,400 million contract to build a

railway between Jijel and Ramdane Djamel.

In any case, Bouygues and Dumez had finished the new housing development by
the end of 1985, and had begun to repatriate plant and material used on the-

projects - a sign that they do not expect large new orders in the near future:

Sk



Appendix 2

Les dix premiers fournisseurs
de brut de la France

Voici les dix premicrs fournisseurs en pétrole brut de ta France de
jaavier & avril 1987, avec les tonnages iportés ct les variations en
pourcentage par rapport A la méme période de 1986 ~ - '

l. Grande-Bretagne .... 4,94 millions de tonnes
2. Arabic Saoudite ... .. 3,08 millions de tonnes
3, Nigeriza ............ 1,90 million.de tonnes
4, Mexique ........... 1,84 million de tonnes
S.lran ool 1,80 million de tonnes
6. Norvége ............ 1,63 millibnde tonnes
7. URSS ..... eeneeae. 1,01-million de tonnes
B, Algérie............. 801.781 tonnes

9. Irak .....cooena.... 734.257 tonnes
10. Gabon ............. 712.670 tonnes

Les principaux fournisseurs de la France en 1986

Voici les dix premiers fournisseurs de pétrole brur de la France en 1986
avec dans 'ordre. le volume de leurs exportations en millions de, lonnes,
les variations par rapport 8 1985 et leur part du marché frangais

-
"Arabiesacudite .............. .. 1 1433 |+ 1739% 20,7 %
Grande-Bretagne . ............. 807 |— 458%)11,7%
Nigéria.....ooviiieinieienans 641 | — 206%] 93%
Union soviétique . .............. ] 509 1+ T4%g 74%
| §¢=1 AN 471 |— 225%] 58 %
[ 113 12 L 380 }— 7.1%) 56%
Gabof.....o.ioviiin e 32 [+ 532%f 47%
| §7-1, J N 292 |— 283%] 42%
Mexzique.. ..o 289 |+ 92%| 42%
e —— s S——
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Appendix 3

F_r;nce: trade with the Middle East, 1983-87 (¢f mil;ion)

Exports Imports

1933 1584 19358 1835 156" 1947+ 1983 1984 1585 1886 1986* 1987+
Arab countries 78,754 92,798 81516 59874 33,162 24348 S0765 8BA23 77970 48555 30383 19354
$ million equivalent 10334 10,619 9,072 8,645 4,821 4,007 11.548 10,164 8.678 7.068 4233 3185
% of world 1.3 1.4 9.4 725 7.9 58 1.1 9.8 81 5.5 6.5 4.1
Algena 13,591 23,633 21,832 15,899 9.011 9,596 23.447 24,809 20,737 M“nz 7,883 4,270
gabrain 188 336 322 235 19 134 188 s3 32 126 73 96
Djibautt 534 624 559 343 169 157 7 3 2 7 2 1
Egypt 8,435 8,297 8,967 6,464 3.452 2.625 3,989 5,122 3.827 1,732 1,005 1,304
lraq 6.158 5.985 6.141 3,400 2177 %64 3,824 6,880 1221 4,299 3,091 1,921
Jordar} 1,205 1,349 978 665 33 1,114 (BB 96 147 190 119 64
Kuwait 3,443 6.260 2,276 2,022 1,145 782 1,549 1.613 74 1.071 683 598
Lebanon 2,758 2,138 1.758 1,523 823 n 24 34 . 43 75 32 66
Libya 2.556 1,837 2,181 1,561 830 8322 6,457 7136 6.890 2,451 1,528 5,227
Mauntaria 635 644 280 801 449 296 322 372 439 376 244 130
Morocco 6,264 6,985 9.201 1.303 397N 3,290 4.477 5.207 6,055 5750 3,168 34N
Orhan 408 637 974 620 355 230 1,577 244 228 67 50 5
Qatar 812 876 986 538 282 203 1.600 4,437 3,159 1.204 543 22
Saudi Arabla 13,752 19,944 10,965 8,290 4,344 3,554 26,603 18,707 10,823 14,750 9,307 3,976
Somatia 12 157 51 £S 25 33 3 10 19 7 3 3
Sudan 770 329 742 248 131 162 258 276 153 166 121 70
Syna 1,554 1,908 1,915 1,510 947 466 1,406 1,951 1,193 537 333 182
Tunis:a 6,553 6.613 6,480 - 5,525 3.025 2,519 2.957 3,680 3,748 3,270 1,863 1,731
UVAE 2,97 2.464 3,348 2,284 1,257 863 9,653 8132 5206 1,120 325 20
Yemen({Aden) 203 324 i 134 . 76 0 281 &0 306 23 1 26
Yemen{(5anaa). 892 964 669 446 250 137 8 1 33 7 1 —
Israad- 2,857 2,615 2,755 2,433 1349 1,505 2203 23%4 2814 2459 1383 1,620
$ million equivalent 375 299 307 409 187 264 290 274 313 351 193 268
% of wovid 04 0.3 0.3 0.3 03 0.4 0.3 a3 a3 03 0.3 0.3
Cther non-Arab countries. 6,A77 5873 9424 6,848 3.547 3,19 10082 1021 1048% 8238 .20 4.0
S million equivatent 850 786 1,049 988 558 526 1,323 1,175 1213 500 504 72
% of worid a.9 08 1.1 0.8 0.9 08 L3 1.1 1.1 o7 0s 0.9
Afghimsiaan 25 A7 n? 50 a8 39 29 31 32 17 16 13
Cyprus 505 1.596 1,148 631 351 55 03 L 149 w3 i g1
Ethica N 343 513 216 79 56 2N 280 198 168 166 &g
lran 2,803 1,582 1,420 680 361 518 7.343 6,799 6,981 2,533 1,750 2,319
Pakistan 1,174 1.043 1,233 1.492 680 544 537 645 785 835 451 454
Turkey 1.588 2,227 5.003 3,737 2,468 1,784 1,794 2,426 2,751 2.464 1,163 1,442
Middie Easttotal- 88,098 102284 93,595 63,553 35485 29,149 101,056 101488 91580 S7.6%0 35386 15353
$ million equivalent 11,560 11,704 10,428 10,042 5363 4,797 13,260 11,613 10,204 8,329 4,930 4,179
World total: 694,659 813,230 871,641 826,036 421,587 417211 799.754. 304,119 942,722 891,784 464,703 450,502
$ million equivaient 31,151 93,126 97.011 115288 58,741 63,654 104,941 103,458 107,148 128,759 64,760 77098
Middie East % of world 12.7 126 108 8.4 9.1 70 12.6 1.2 9.5 6.5 7.6 54
* January-June )
Zxchangerates $1=FF 7 621{1983), FF 8.739(1984); FF 8.985(1985); FF 6.926 (1986); FF 7.177 {lanuary-June 1986);
FF 6.077 (January-lune 1987)
Source: french Customs
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Politics and Public Opinion

1.

Britain is without doubt-the European ccuntry that has plaved
the biggest role in the Arab world in this century and,
mainly for that reason, is still the one with which the
majority of Arab states have the closest political and
cultural relations. This does not, of course, mean that

relations are necessarily harmonious.

Arab Views of Britain

2.

The legacy of feeling left'by the earlier British role in
many parts of the Arab world is mixed, to put it at its best.
Although in a strictly formal sense Aden and Somaliland were
the only British colonies in the Arab world, British power in
the Middle East generally was of a guasi-colonial nature,
especially between 1918 and the 1Y950s. Egypt was occupied by
British trcoops from 1882. Sudan was an Anglo-Egyptian
Condominium from 1998. Irag, Palestine and Transjordan were
conguered by Britain during the First World War and
subsequently governed by Britain undéf League of Nations -
mandate. Libyva and Somalig {and Eritrea) also came under
British rule during the Second world War, and remained so for
a few years thereafter. Much of the Arabian littoral was
under British "protection", in various forms, from the

nineteenth century until 1960s or early 70s.

It is hardly surprising that in some, at least,of those

countries British rule- became the object of nationalist




resentment. This was particularly true in Egypt, Palestine,
Iraq and Aden, and to a lesser extent in Sudan.

3a. What is surprising is how little trace of that resentment is

= to be found in Egypt today, especially when one remembers
Britain's role in the tripartite invasion barely 30 years
ago. It is as though Egyptian resentment had been exorcised
by Britain's humiliation after that event, and by the rtrapid
decline of British power in the ensuing decade. The memory
of the anti-British struggle seems to have been efifaced by

the more recent trauma of the wars with Israel inm 1967 and

1973, and by the intenmse and difficult relatiounship Egypt has

since had successively with each of the two superpowers.

4, In Iraq too other animosities - especialy, of course, in
recent years, the war with Iram - have by and large eclipsed
anci- 3ritish fgeling, but 2choes of it caa still be neoticed
occasionally in the discourse of the ruling Baath party, or
at least of some of its leaders, Anglo-Iraqi relations have
been bedeviled by such incidents as the assassination in
London in 1978 of a former Iraqi minister, the arrteast. and
imprisconoment in Britain for this of an Iraqi natiomal, aud
the prolonged detention inm Iraq of two British businessmen.
Britain has been reluctant to give wheolehearted support to
Iraq in the war with Iran. It is definitely France, not

’ Britain, which has been the European state enjoying
privileged relations with Iraq im the last ten to fifteen

years.




But it is of course the British role in Palestine which has
left the most gnduring shadow on Anglo-Arab relations
generally. The Balfour Declaration is etched wery deep into
the Arab collective memory. It must be almost literally .true
that "every Arab schoolchild knows" that Balfour was a
British Foreign Secretary and that it was the British Mandate
which made possible the mass immigration of Zionist Jews to

Palestine and the displacement of Palestine Arabs.

Yet alongside those historic nationalist grievances should be
set the remarkable fair-mindedness of many Arabs who readily
attest to the positive aspect of the British presence:
notably a tradition of honest and efficient administration
and justice, which in some part of the Arab world is today .
remembered with nostalgia. In Jordan and in the smaller Gulf
states'relations with Britain hgve been continuous and on the
whole consistently warm. In Saudi Arabia affectionatsa
memories of Shakespeare and Philby have to be set against the
less happy ones of British support for Hashemite power in the

Hijaz and of the Buraimi crisis in the 1950s.

Thus the historic legacy is mixed. But nowhere in the Arab
wo;ld today does one encounter the passionate, almost
obsessive anti-British sentiment that was so widespread in
the 1950s. Britain has long since abandoned- her imperial
pretensions in the Middle East, and this fact is generally
recognised on the Arab side. Arab nationalist sentiment

today focuses mainly on Israzel, Iran and the United States;
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and few Arabs would hold present-day Britain directly
responsible for the activities of anv of those powers. Many,
indeed, believg that Britéin, whether through her historical
experience or through her geographical position as part of
Western Europe (in close proximity to the Arab world) - or
even by virtue of her role as an oil producer - has a better
understanding of and sympathy for Arab problems than do other
powers, particularly the United States; and consequently the
most common Arab plea to British interlocutors is for'gfeater
British and European involvement in Middle Eastern political

issues and, especially, a greater British effort to influence’

US policy in the region.

British Views of the Arabs

8.

On the British side, attitudes to the Arabs have always been
mixed, and have also fluctuated over time. Up to the 1950s
the mix was similar to that expressed toward other peoples
over whom Britain exercised colonial rule. The ruling class
was on the whole patronising, though individual members of it
become deeply fascinated by this or that variant of Arab

culture, while the popular attitude tended to be contemptuous

and somewhat racist.

Unfortunately the Arab-Israeli conflict, as perceived from
Britain, has helped té prolong the life- of these attitudes
which, in relation to other ex-colonial peoples, tended to
fade as new post-imperial generations of British people grew
up. For twenty years: after the foundation of Israel,

sympathy for the Arabs was hardly expressed in Britain except




10.

by a small and ageing elite of people with direct experience
of the Arab worid - many of them retired soldiers,
administrators or diplomats. The popular view was that Arabs
were unreasonable or even fanatical people who refused to
accept the right of Israel to exist. Israel was seen as a
small and vulnerable country, "the only democracy in the
Middle East", whose people because of the appalling wrong
done to them by Hitler were more than any other entitled to

the sympathy and moral support of the rest of the world.

That began to change to a small extent after 1967, as some of
the traditional British sympathy‘for the "underdog" shifted
to the Arab side. Israel began to be portrayed in the
British media less as a beleaguered state and meore as an
occupying power. US Security Council Rescolution 242,
sponsored by the British government, reflected a widespread
"common sense" view in Britain itself that Israel should be
glad to have peace with its pre-1967 borders, while the Arabs
should be glad to have the territories occupied in 1967 back
and should be prepared to make peace on that bhasis. In-very
broad terms this continues to be the British wview, and
British sympathies have moved back and forth as one or otber
side in the conflict has_seemed to be the obstacle to a
solution on those lines. Sympathy for the Arabs was probably
strongest in the immediatelaftermath of the 1973 and 1982
wars, but tended to evaporate each time as the Arabs seemed
unable to agree among themselves on a clear negotiating
position. Terrorist attacks by or attributed to Arabs on

civilian targets, especially outside the Middle East, have’



also had a negative effect; as have violent conflicts within

the Arab world, .notably in Lebanon.

11. Another factor affecting British attitudes since 1973 has
been ©il. Only a few specialists in Britain have really
understoocd and accepted the argument that the first oil
"shock" (i.e. spectacular price rise) was essentially a
belated reaction to the expansion of Western, especially US,

demand. The geéneral feeling, at the time and since, was that

it was an act of aggressive greed by a small group of
-t“ ' producers abusing the privileged position they enjoyed by
virtue of the chance concentration of eoil reserves in a

particular area of the world.

12. That perception was of course encouraged by the fact that the
rise followed the use of the "oil weapon" - the imposition of
production cuts by Arab producers, and the Arab attempt to
impose an embargo on oil supplies to the US and Netherlands -

during the October War. The British policy by and large
identified OPEC with "the Arabs", and believed that the

object of the price increase was political "blackmail".

13. While the reaction was common to virtually all Western
countries, it was accentuated in Britain because these events
coincided with a domestic political and economic crisis - the
coalminers' strike - in which they were exploited by both
sides. Miners' leaders took advantage of the energy shortage

to demand higher wages, and accused. Edward Heath's

Conservative government of being more willing to make




14.

15.

concessions to Arab 90il producers than to its own people.

The government in turn used the 0il shortage to dramatise the
domestic cohflict, imposing a three-day working week on
industry and then calling a snap election which, in the
upshot, it lost. All this has made the winter of 1973-4 a
specially traumatic memory for the British people, in which

"the Arabs" figure as one ¢f the willains of the peace.

The oil price rise did of course bring a greét deal df new
wealth, very unevenly distributed, into the Arab world. This
led, among other things, to an enormous influx of Arab
capital and Arab wvisitors into Britain - especially to
London. Many of the newlf rich Arab states were ones that
had had close ties with Britain in the past. Even beyond
theose, English was the most widely spoken foreign language in
the Arab world, and Britain a more accessible -~ for some also

politically less uncongenial - English-speaking country than

the US.

The influx of Arabs and Arab money was undoubtedly good for
the British balance of payments but, unfortunately, did not
elicit a very grateful response from the British public. On
the contrary, it tended to reinforce the stereotype of Arabs
as people who had abused their good fortune by extoriting from
the rest of the world vast sums of money which they did not
need and indeed were unable to spend in their own countries.
They wére seen as tastelessly flaunting their new wealth in

front of the very people from whom they had extorted it.




16.

17.

A more positiye result of the 0il boom in the Arab world was
that a more three-dimensional view of the Arabs became
directly available to much larger numbers of British people,
through the business and employment opportunities in the
region which the new o0il wealth opened up. But it is
doubtful whether this has done more than nibble at the edges
of the widely accepted stereotypes of Arabs - the "greedy
sheikh" and the "fanatical terrorist" - among the British
population -in general. Nor has Britain’s_owﬁ emergence as an
oil-producer done much to change this. While economisfs have
vigorously debated whether high o0il prices are on balance
good or bad for the British economy, the public continues to
identify instinctively with other industrial countries,
especially those of Western Europe and North America, rather

than with QPEC.

In the 1980s, the "fanatical" image has been further
reinforced by the publicity given to Islamic extremism in
various forms throughoutvthe Middle East since the revolution
in Iran, and by the apparent sponsorship of terrorist
incidents in the UK by two Arab governments - those of Libya
and Syria. The Iran-Irag war has not helped: even if most
British feel a mo;e positive antipathy for the Iranian
regime, that has not engendered any fellow~feeling with Irag.
Many indeed hold Irag responsible for starting the war, and

also feel resentful of Iragi attacks on neutral (including

British) shipping in the Gulf.




It may be true that Arabs are quite as much victims as
perpetrators of extreme vicolence, but this point tends to be
lost on the wider British public, many of whom do not even
distinguish clearlv bhetween Arabs and Iranians. The
overriding public impression is of the Middle East as a whole
as volatile, dangercus and irraticnal, at a time when its
economic importance seems to be declining. Thus there is
little support for major efforts by the Sritish government to
help solve-the-regioﬁ's political problems, ﬁhich aré seen as
intractable and largely uninteresting - although the need for
some action to safeguard oil supplies and protect shipping in

the Gulf is widely accepted.

British Government Policy

19.

Government policy does not necessarily reflect all the
attitudes described above, but the goverrment has to take
account of them and weigh them against the expert advice it
receives from the Foreign and Commonwealth Office, and more
informally from businessmen, academics and journalists with
knowledge of and interest in the Arab world. It also has to
weigh the consequences of its actions and statements on
Middle Eastern issues for British interests not only in the
region but also elsewhers. Coordinaticn cf foreignlpolicy
with other European Community members has become an important
consideraticn in recent years. But relations with tﬁe Us
remain a very high priority - often the highest - and while
Britain, especially as represented by the present Prime .
Minister, does have significant influence in Washington,

British ministers are understandably reluctant to use up too




20.

21.

much of that influence in urging on the US Administration
courses of action in the Middle East which, for reasons of

domestic US politics, it is very unlikely to adopt.

On the Arab-Israeli conflict successive British governments

have taken Resolution 242 as their starting point, and have
devoted their diplomatic efforts to seeking ways of
accomm&dating Palestinian aspirations within that framework.
A peace settlement must, in the words of Sir'Geoffref Howe,
the present Foreign Secretary, "guarantee the security of alil
states in the region including Israel", but "must also
address the legitimate rights-and aspirations of the
Palestinian people, including their right to self-
determination". This right would, it is implied, have to be
exercised in the parts of Palestine not incorporated into
pre-1967 Israel - i.e. the West Bank and Gaza Strip. British
policy stops just short of spelling out the right of
Palestiniaﬂs to set up their own state in these areas if thev
so wish, although "self-determination" if it means anythiné
must surely include that possibility. It is clear that the
British government believes - iﬁ line on this point with both
American and Jordanian policy - that a Palestinian option fcz
self-government in some form of association with Jordan. would

have a much better chance of being achieved in practice than

a completely separate state.

2 thornier question for British diplomacy has been the
political representation of the Palestinians and the status

of the PLO. The latter has had an office in London, within
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22.

23.

the premises of the Arab League, since 1972, and meetings
between British officials and PLO representatives are gquite
frequent. In the Venice Declaration of 1980 Britain accepfea
the need for the PLO to be involved in the negotiation of a
settlement of the conflict. But the British government has
always been reluctant to raise these contacts to the
minisFerial level unless the PLO are willing to pay a
political price in the form of a joint statement condemning

terrorism and recognising Israel's right to exist.

Since the failure of the last attempt to arrange a joint PLO-
Jordanian visit to Britain in October 1985, and the rupture
of the Amman agreement between Jordan and the PLO which it
helped to provoke, Britain has largely ignored the issue of
the PLO, and may be said to regard that aspect of the Venice
Declaration as dormant, if not actually a dead letter. It
gtill regards the participation ¢of representatives of the
Palestinians in negotiations as an essential condition of
peace, but continues to insist that "those representatives,
the PLQ or whoever they may bte" must "commit themselves

unequivocally to repudiate violence and accept Israel's

rights”.

By contrast the British government came round, somewhat ahead
of the Americans, to the idea of an international conference

as the correct forum for negotiations, and has continued to

stress the idea.
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Iran-Irxag

24.

25.

"The United Kingdom has been strictly impartial in the
conflict between Iran and Irag and has refused to allow the
supply of lethal defence equipment to either sidé." Such has
been the consistent response of the British government to
guestiong about its attitude. Britain has certainly been
more neutral than France, which has never made any sgcret of
its support for Irag, and more consistent thaﬁ the United
States, which clandestinely sold weapons to Iran while
publicly admonishing those of its allies who were suspected
of doing the same. The phrase "lethal eguipment" has been
interpreted fairly na;rdwly S0 as to permit as far as
possible the fulfilment of existing contracts and.
obligations, but in 1984 the government decided it would not
in future approve any new orders of "defence eguipment which,
in our view, would significantly enhance the capability of
either side to prolong or exacerbate the conflict". Until

September 1987 Iran was allowed to maintain an arms

procurement office in London.

Britain has also consistently urged both sides to engage in
negotiations to end the war, in which - as Sir Geoffrey Howe
pointed in June 1987 - "the number of deaths is now about the
same as Britain's losses in the trench warfare of the First
World War". Sir John Thompson, then Britéin's permanent
representative at the United Nations, played a prominent part
in the autumn of 1986 in initiating and promocting the

discussions among the five permanent members of the Security
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26.

Council which led eventually to the adoption of Resolution
598 on 20 July 1987. shortly before that, in May 1987, the
level of British diplomatic relations with Iran was reduced
to a single diplomat on either side, as a result of a series
of incidents including the violent abduction by Iranian
revolutionary guards of the British No 2 in Iran, Mr Edward

Chaplin. Perhaps partly as a consequence of that, Britain

since the passage of Resolution has joined the United States

in urging that ‘the Security Council proceed sﬁiftly to a
second resclution imposing sanctions (notably an arms
embarge) on the recalcitrant party, namely Iran - whereas
other powers such as the USSR and China have favoured a more
cautious approach involving an examination of Iran's
reservations about the Resolution and negotiation with Iran

of the terms of its implementation.

Britain has also maintained a small naval force in the Gulf,
"the Armilla patrol", to protect the right of British-
flagged merchant ships to free navigation. The government
insists that registering or re-registering of Kuwaiti and
other foreign ships under the British flag is "purely
commercial and procedural arrangement®. Such ships, once
registered, are entitled to the same protection as other
British ships. The protection "does not extend throughout
the whole Gulf" but only to the area "in which the majority
of British shipping movements take place,_and-in which the
greatest risks are", i.e. the lower Gulf. Unlike the United
States, Britain. has. sought to avoid making a political issue

of the reflagging of Kuwaiti oil tankers, and has not

14




7]

27.

attempted to provide naval protection for ships in the
northern Gulf. In spite of this Iran attacked a British
vessel, the Gentle Breeze, on September 21, thereby prompting
the British Foreign Secretary to speak very harshly of Iran
in his speech to the UN General Assembly two days later.

Britain continues to urge the imposition of an arms embargo

. "against whichever combatant fails to comply with the

resolution”, and on his recent Middle East tour Sir Geoffrey
several criticized the Soviet Union for “foot;dragging" on
this point. Britain has also joined the United States in
resisting Soviet proposals for a UN naval force in the Gulf,
an idea which Sir‘Geoffrey sees as fraught with "political

and practical difficulties".

Trade

The relative importance ¢f Arab states as trading partners
for Britain, as for other countries, has declined in recent
years owing to the drop in the price of o0il: o©il imports in
value terms have declined as a proportion of total imports,
while- Arab countries with less oil revenue t¢ spend have
become less important as export markets. Thus Arab states’
share of total UK exports was 6.6 per cent in 1986, and
further declined to 6.1 per cent in the first half of 1987,
compared to an average of 8-9 per cent in the late 1970s and
early 1980s, peaking at 9.8 per cent in 1982. Their share of
British imports has fallen even more steeply - from 9 per
cent in 1976 to only 1.5 per cent in the first six months of

1987 - owing to the increase in UK's own oil output (now

15



roughly level with that of Saudi Arabia at 2.8m b/d) and its

consequent reduced need for Arab oil.

28. Britain, which until about 1980 imported much more frcm the
Arab world than it exported to it, has thus in the last seven
vears complstely reversed this. The surplus on its trade
with the rszion reached a peak o £3.2bn in 19856, when UK
exports tc Arap states were £4.8tn, while UK imports from

Arab states fell by more than one fifth to £1.6bn. (The

decline contiinued in the first half of 1987, but UK exgorts

to Arab states fell even more sharply, causing a slight reduction

in the net surplus.)

29. Within the Arab world, UK exports in the last few years have
inecreasing>v concentrated on Saudi Arabia, which in the first

half of 1637 tcok 42 per cent of all UK exports to the Arab
1+ +

ragion - rcusily doubls the properticn it takes of Aras

*ha

Imports frco other countries. Crne Zactor in this was

£3bn deal sizned in February 19835 foxr the Saudi purchasa of

=Lz
=
+har

UX-built Tcrnado aircraft.) By contrast exports to other

l2ading Ars: customers, such as the UAE, Egvpt, Irag, Cman,

have declinz<. More than two-thizds of all UK exports to the
Arab region now go to the six GCC countries. The main

category ¢ UK exports to Arab states is machinery and

transport equipment; accounting for almost half the total in

19856.

-30. Saudi Arabiz has also been for many years Britain's foremost

Arab suppli=r, but lately it; exports to the UK have been

16 .



31.

declining: in the first half of 1987 they covered only just
over 15 per cent of Saudi imports from the UK, leaving |
Britain with a net surplus of only just over £843m.
Britain's other main Arab suppliers are Iraq (which shot up
into second place with a sixfgld increase in exports to
Britain in the first half of 1987), Egypt (whose exports to
Britain dropped by two-thirds in the same pericd), Algeria
(one of the few Arab countries to record a surplus on trade
with Britain}, 'Libya and the UAE. Although A&ab exports to
Britain still consist of 0il and gas they do include small
gquantities of non-oil products - Saudi Arabian wheat being

one of the more surprising items.

The imbalance in Britain's favour on trade with the region,
and with Saudi Arabia in particular, is a source of some
resentment on the Arab side - a particular grievance being
the tariffs on petrochemical imporis which Britain applies as
é member of the EEC. These are seen as being in
contradiction with the =mphasis placed by the IMF and World
Bank on the need for Third World countries to toost thelr
export earnings. In defance of the EEC one can point out
that Saudi Arabia is hardly a typical Third Werld country,
and certainly not one that needs to increase export earnings
in order to service its debts. However, Britain has no
particular axe to grind on this point. Leaders of the
British petrochemical industry such as Mr John Harvey-Jones
of ICE and Mr John Turnbull of BP have spoken ocut against
protectionism. It is believed to be the West German, Italian

and Dutch governments that insist on retaining the tariffs,
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32.

33.

while Britain and France are more flexible. Mr Paul Channon,
then Secretary of State for Trade and Industry, said on a-
visit to Saudi, Arabia in January 1987 that Britain was "not
in principle against a reduction of petrochemical tariffs".
A similar grievance is felt about access for farm
produce and textiles by the Maghreb countries, whose
competitors Spain and Portugal are now inside the Common
External Tariff. But there too the British government,
however sympathetic it may feel, cannot bverridé the

views of other EEC members with a more direct interest.

All the above figures refer to "visible" trade, in which
Britain ranks only as the Arab woxrld's fourth most important
West European trading partner, after West Germany, France and
Italy. The picture would certainly be different - and the
imbalance in Britain's favour even more acute - if
"invisibles", well known to be the area of greatest British
commercial strength, were taken intoc account. Unfortunately
UK figures on invisible earnings are not published on a
country or regional basis, but it is probably fair to assume
that such exports to the Arab region are roughly the same as

Britain's wvisible sales there, i.e. about £5bn a year.

‘This would mean that Arab states account for about a sixth of

British invisible earnings worldwide. But in certain
sectors, notably consultancy, the proportion is much higher.
In 1985, for instance, nearly a third of all new contracts
abroad awarded to members of the Association of Consulting

Engineers were in the Middle East; and it has been estimated

18



that as much as half the overseas income of British civil
engineering consultants is derived from Arab countries. In
the past decade British consultants have worked on many major
projects in Arab states, and still hold a large share of
contracts there. Major schemes in the region on which UK
consulting engineers are currently engaged include two
ventures worth £1bn each - the Karkh water supplv system in
Baghdad and the Cairo wastswater scheme. UK architects have
likewise béen émployed on many key projects - a notable
example being theSultanQabooé University in Oman, opened in
1686. (Consultaﬁts are thought to be less affected than
contractors ty the drop in 0il revenues, as their services-
continue to be required to oversee the maintenance and
servicing of infrastructure projects, as well as the training

of personnel, even when no major new projects are being

commissioned.)

Cogperation and Training

-

34. Joint ccocmmissions formed tv the UK and each of 1ts main Arab

trading partners meet annually, alternately in Lcnden and in

the capital cf the ccuntrxry concernad, to work out particular

ar=sas where theré is scope for cocgperation: traianing,
maintanance, technology transfers, export crediis etc. In
the case of Saudi Arabia, there were already, by January
1987, some 32 Saudi-British joint ventures in the industrial.

sector valued at SR 870m, and another 116 non-industrial cnes

valued at SR 968.7m.

19



35.

36.

Some Arab countries are trying to make the award of major
contracts conditional on agreement by the supplying country
to invest in industrial projects in the purchasing country.
Such an obligation to 'undertake "offset investment" was
written into Saudi Arabia's purchase of the Peace shield air
defence system from the United States: 35 per cent of the
value of orders from the US is to be offset bv inward
investment. The Tornado deal with Britain does not include
formal commitment of this kind, but when the UX-Saudi
memorandum of understanding was signed in September 1985 a
possible long-term British undertaking was indicated to look

into joint-venture cooperation and technology transfers.

Mr-Channon, on the wvisit referred to above, confirmed that a
British Offset Investment committee comprising government
officials and businegssmen would be set up to negotiate with
its Saudi counterpart, headed by Prince Fahd 3in Abdullah, ©on
the setting up of joint wentures in the high =tzschnology
sector. "We are anxious", he said, "to press zahead with
offset arrangements. We are £fully committed to supporting
Saudi Arabia's industrialisation. The United Xingdom is not
a falr weather trading partner, and British business is
determined to maintain z significant presence in the
Kingdom." But there seems to be difficulties about matching
these fine words with deeds, partly because most British
companies outside the o0il sector are reluctant to enter
equity partnerships - preferring tb act merelv as suppliers -

and partly because such viable high-technology joint-venture:

20



37.

38.

projects as have been identified are already taken up by US

-companies.

Similarly, there have so far been more words than action
about transferring technology through training schemes -
though a British training mission organised by the Middle
East Association did wvisit Saudi Arabia earlier this year.
There are aléo talks in progress about technology transfers
between the Scottish Development Agency and the Royal
Scientific Society in Jordan; and the British Council is
trying to bring British universities together in a unified

scheme to offer places to Arab students.

The number of Arab students in Britain was adversely affected
by the British government's decision to charge overseas
students the full cost of tuition, which came into effect in
1980: it dropped frcem 10,000 in 1979/80 to 8,000 in 1983/83.
By far the largest contingent of Arab students in Britain is
from Irag: over 1,800 fcollowing full-time course in British
universities, polytechnics and other public sector education
establishments in 1983/84, making Irag seventh in the world
league table of countries sending such students to Britain.
But that too was a drop from the 1979/80 figure of 2,457.
Numbers of students from Egypt, Algeria, Kuwait, Sudan, Syria
and Jordaﬁ also fell, while those from Libva, Saudi Arabia,
UAE, Bahrain and COman went up. (Libya, before the break in
relations, was eighth in the world league table, immediately
behind Irag.) Saudi Arabia, which. had about 500 students in

the UK public sector in 1983/84, also had an even higher



number studying at private colleges. Efforts are now being
made, under British Council auspices, to tailor British

postgraduate courses more specifically to Arab countries’

needs - training students not only to carry out detailed
research but also to teach undergraduates on a more general

level when they return to their home countries.

39. Other areas of Arab-British cooperation include agriculture,

where British consultants are working on dams and irrigation

schemes and the Overseas Develcopment Administration is
providing finance for farm projects is some of the poorer

Arab countries, notably Sudan; the oil service and equipment

industry, notably offshore; and solar power. All these

projects, however, are on a small scale.

Finance

40. A new and important tie between 3ritain and the Arab world
has been provided over the last decade by the rapid growth of
the Arab financial community in Sritain. Some Arab banks and
financial institutions (such as Irag's Rafidain Bank -and the
UK-registered United Bank of Kuweit) have had a presence in
London for more than 20 years, but most have come in the last
decade. By 1986 there were at least 70 Arab banks and
financial institutions in London, representing almost every
Arab country and providing an enormous range of services.
They include several leading national Arab banks, numerous

consortia banks (some wholly Arab-owned, some Euro-Arab), at

least three Islamic banks and numerous. investment companies.
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The Arab countries most heavily represented are Saudi Arabia,

Kuwait, Bahrain and Lebanon.
Many of these banks and financial institutions have recently
For instance, BAII acquired

London Stock

41.

diversified their activities.
g direct access to

lehie)

the London stockbroking £irm Sheppards & Chase (since renamed

thus gai
The presenca of Arab banks and

Sheppards),
instituticons in Londen has undoubtedly made an important

Exchange.
contribution to the British economy, notably by encouraging

0il exporting countries to hold a large part of their foreign

assets on deposit in London and to channel their foreign
connection

investment through the Londeon market.

There is also a good ds=21 of direct Arab inwvastiment in
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43. By contrast there is as yet very little direct British
investment in the Arab world. 2Among the few exceptions are a

Jjoint venture by Ccurtauld's in Morocco, and several by

British companies in Egypt, mainly in the construction
sector. (A razor-blade factory established in Alexandria by
Wilkinson Sword, ugder Sadat's infitah policy, had to close
when Libya's Colonel Gaddafi flooded the Egyptian market with

cheaper razor-blades imported directly from Britain!)

Culture

44. A striking feature of the London scene in the last ten to
twelve vears has been the proliferation of Arab newspapers
and magazines - in partla consequence of the war in Lebanon,
in part reflecting the new o0il wealth and the willingness of
certain Arab governments and individuals to spend some of.it
on efforts to influence é broad Arab public opinion. London
has to a large extent replaced Beirut as the main meeting-
point and market-place of ideas in the Arab world.
Regrettably, however, this has had very 1ittle effect on
British society or British knowledge of Arab culture. Indeed

it is probable that the great majority of British people are

guite unaware of it.

45. On the other hand, Britain does retain a number of major
centres for the academic study of the Arab world: at the
School of Oriental and African Studies in London, at St'
Antony's College in Oxford, and in the universities of Exeter

and Durham. Serious and thoughtful treatment of the Arab

world can be found in several British newspapers, and in

24
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46.

occasional documentaries on radio and television. Arab
cuisine can be found at guite a few London restaurants, but
these tend to be patronised mainly by Arabs. Arab
literature, music and cinema are likewise known only to a

tiny minority even of the educated British public.

Presumably some aspects of British culture are rather better
known in the Arab world. It may be worth mentioning in this
context that the region remains one of the biégest export
markets for British publishers, accounting for about a tenth
of their global sales - nearly two-thirds of that tenth being
school textbooks. English is widely used in almost all Arab
states, and taught in most Arab schools as a second language.
In the words of cne leading British publisher, "fortunes are
to be won or lost on the development and adaptation of
specially prepared courses in English for the Arab market";
and five British £firms - Longman, Oxford Universitvy Press,
Cambridge University Press, Heinemann and Macmillan - are
eagerly competing in this field. Saudi Arabia and the Gulf
states, especially, have been willing to pay "Western" prices

for English languzge school and university textbooks.
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ITALY AND THE ARAB WORLD

1. Gangral background

The palicy of thE.Ital%an State tuwards what is now the Arab World has focused
since its inception on two partially “incompatible aims: taking advantage of
Italy’s unigque geographical.positian in order to develop a sort of special
relationship with the whole Mediterranean Basin, and. acting in this area in
accordance with a pattern set by other European powers. Italy’ aggression of
Libya in 1911 was a typical albeit belated example of conformity to a Eurapean
colonial model, while Mussolini‘sg Arab pn1i:y‘uf the Twenties and Thirties was a

significant manitestaticn of what used o bte called Italy’ Mediterrarean

vocation, The cyclical wavering between the lodestars of intedgration with Eurcpe,
later NATO, on the one hand, and the fostering of a more independent
Mediterranean policy on the other, has constantiy informed Italian foreign ﬁnlicy
since 1861, and some recent parliamentary debates are strikingly reminiscent of
similar discussions dating from the 18B0’s and 1B%0’s. Showing the +flag in the
Bulf raises the same problems now as it did in the late nineteenth century, and
opposition criticism of Italian subservience to US views in this area rests on
susbstantially the same arguments as were voiced about a century ago, when the
-limits of Ita]ién freedom of action were laid down in Faris, London, Berlin and

Vienna rather than in Washington.

1.1. Ttaly‘s traditional interests in the Mediterranean

Italy’s perception of its economic, as opposed to political, interests in

the Southern portion of the Mediterranean Rasin has remained substantially



unchangéd. About a century ago the area was considered valuable as a source of.
raw materials and as an eswport and investment market, rather than as an outlet
for Italy’s.excess population: even when cotonization go£ under way, the number
of Italian settlers in Libya was iﬁsignificant compared with the volume of
emigration to the rest of Europe and the Americas. There were cogent enough
reasons why Italy’s economic policy should have focused on the Mediterranean:
apart from some advantages deriving from its geoéraphical position, Italy’s 1ate
arrival on the colonialist stage made Italian investments less suspect than
involvement with some of our senior European partners. On the whole, however, the
opportunity for developing mutua11y.pro+itab1e economic relations bétween Italy
and the countries on the southern shares of the Mediterranean was pot seized, and
Italian economic policy was dominated in the long run by a tendency to
concentrate on Europe: a contradiction which still finds expression in the
recurring debate on whether we should aim at being the +irst industrial power
among the less developed countries, or be content with our position as the Tast
of the highly industrialized ones.

On the political 1level the ﬁEFCEption of Italy’s interest in  the
Mediterranean has undergone somewhat greater changes. About one hundred years ago
we shared, of course, Europe’s obsession for colonial lebensraum, and Libya was
to Italy what Tunisia and Egypt were to France and Britain, A few decades 1later,
the popularity enjoyed by Fascism among some Arap nationatist circles gave 1Italy
the unprecedented opportunity of exploiting anti-British and anti-French feelings
in the Arab World; and some propaganda mileage was indeed achieved at the eupense
of those who - unlike, for instance, Shakib Arslan - were willing to forget that
the self-styled “Defensor of Islam" was the same Mussolini under whose rule:
Muslims were being oppressed in the Italian colonies. A]thouéh this pro-fArab

stance was undoubtedly opportunist in origin, it rested on reasonably sound
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fnundaéiuns: some of its elements survived after World War I1 and contributed to
shape Italy’ post-war Mediterranean policy.

Both before and after Worid War 1I, Italy’s Mediterranean policy was not
dictated solely by purely Italian interests, and not only because of our
policymakers’ wavering between the European and Mediterranean lodestars already
mentioned. A significant factor in ‘the shaping of Itafian po]i&y in the
Mediterranean was the religious one connected with the Holy Places, which {in
spite of Italy’s endorsement of the Balfour Declaration in 1718) determined a
striking lack of official sympathy for Zionism, an attitude which was also
carried over into the post-war era when a succession of Italian governments
seldom went out nf'their way in support of Israel, except for NATO or rather US

constraints.

2. The Arab-Israeli confiict and the evolution of Italian policy.

The Arab-Israeli conflict must rank as the most important single factor in the
shaping of Italian foreign policy towards the Arab Worlid in the post-war era, as
well as the most conspicuous recent instance of Italy’s turning its back on the
Mediterranean and following a strictly European pattern of behaviour. There
should, apparently, be no doubt about it: immediate recognition of Israel on the
one hand, and only a belated and half-hearted recognition of the PLO on the
other. And yet, Italy’s pro-Israel attitude shouid be viewed in the- context of
the- immediate post-war years, when 2 notional Mediterranean policy was too
closely identified with Fascism and too embarrassingly reminiscent of Mussolini‘s
imperial ambitions which viewed the Mediterranean as the "mare nostrum". Hence a
natural tendency to reject or farget the past, and align Italy’s pnsiticﬁ with

the predominantly pro-Zionist trend in Eurcpe and the US, even 1f this aeant



throwing out the baby of good Arab relations - with the- bath water of Fascist
propaganda. This was probably the most effective consideration, as far as Italian
public opinion is concerned, and insofar as Italian public opinion was aware of
the issue: those were the years of reconstruction, and the problems of survival
in Italy itself were so pressing &s to obscure those connected with the first
Arab-Israeli war, At the 'policymaking level, however, other En{luences were at
work. It was feared that an anti-Zionist stand would be viewed as anti-Jewish and
thus lay upon the new Italian Republic the stigna of antisemitism associated with
Fascist Italy and Nazi Germany. There was, moreover, no indépendent foreign
policy in Italy at the time, once the Christian Democrats had ousted the
Socialists and the Communists wha had shared power with them in the first
post-war coalition governments. This was done at the insistence of the US
government in order "to ensure democratic stability in Italy" and was accompanied
by the injection of over 10 billion dollars inte the Italian ecaonomy between 1948
and 1952 through the European Recovery Program. The official Italian view on Near
tastern issues thus tended to coincide with Washington‘s most of the time, the
connection being further strengthened when‘Italy joined NATO in April 1949 and by
g0 doing found herself bound to defend Amegican interests in the Mediterranean;
it should be recalled in this connection that Italy was not admitted to the
United Nations until the end of 1955, aover six yeérs Tater.

By 1936, then, Italy had recovered the formal attributes of sovereignty,
though not effective freedom of action, and reactions ta the second Arab-Israeli
war were accordingly muré diversified. Apart from the 1Italiar Communist Party,
which naturally supported Gamal Abd en-Nasser’s anti-imperialist stand, some
Socialist leaders (including such figures as Basso, Lussu, Vec:hietti, Valori,
Foa and Pertini, Italy’s President from 1978 to 1985) strongly condemned the

Anglo-France-Israeli aggression of Egypt. More significantly, different positions



emergeﬁ within the ruling Christian Democrats, where the left wing led by Gronchi
and Fanfani had scme sympathy for Nasser’s autonoﬁnus role, in contrast with the
line followed by then Prime Minister Segni and his Foreign Minister, the Liberal
Martino, who insisted on justifying France and Britain on the grounds of NATO
loyalty. On the whole, however, most of the press and hence of Italian public
opinion were still under the influence of the misconceived notion that to oppaose
lionism was tantamount to supporting Fascism.

In 1967 the pro-Israel, NATO line was still in the ascendant at the official
Jevel, even though the Socialists had been sharing power with the Christian
Democrats since 1963. Again, support for the Arab side was voiced by the
Communists, the Socialist left wing and tée Christian Democrat lett led by Maro
and Fanfani, who was Foreign Minister at the time and in fact went to <canme
lengths in order to have Italian mediation accepted by the conflicting parties,
The pro-Israeli alignment still included most of +the Christian Democrats and
Socialists, as well as the smaller coalition parties. The majority of Italian
public opinion was alsoc in favour of Israel, particularly among the upper and
middle classes. This is, on the whole, understandable. Those were the -'years- of
Italy’s economic boom, when the first positive etfects of European integration
were being felt, and political alignment with Europe, NATO, and the US, in
suppart of Israel was perceived as a guarantee of acceptance by the leading
nations of the West., While the captiéus identification of Israeli policy with the
righting of past wrongs suffered by the Jews of Europe still enjoyed some
currency, public opinion at targe was suitably impressed with the magnification
of Israel’s victories by Israeli and Zionist-inspired propaganda. The press, of
course, was pro-Israeli in its overwhelming majority, and wunabashedly exploited
the image of Israel as a bulwark of western civiiization in danger of being

overrun by the armies of Arab dictators.



This began ta backfire, however, in the immediate aftermath of the third
Arab-Israeii war, when it became apparent that, far from being in any serious
danger of destruction, Israel had proved by its preemptive strike that, thanEs in
the main to U5 military and economic aid, it enjoyed overall superiority to her
foes. Hence the Ravid and Goliath complex which had played in Israe]'s favour

began to act in the opposite direction, while the Palestinian issue, which had

been practically ignored in Italy in 1947-4B, came to the forefront as new waves
of refudees were driven across the Jordan. The late Sixties were in Italy 2 time
of student and 1abour unrest, of growing political engagement, and the issue of
Palestinian rights shared top pupuiarity Wwith Vietnam.

These components of the pro-fArab front were motivatad bf the right reasons,
but their ranks were swollen in 1973 by a plentiful infiux of late converts

driven on the whole by the wrong motives: motives of opportunism arising out of

the oil embargo and price rises following the fourth Arab-Israeli war. No wonder
that these newcomers’ support vanished as soon as the o0il market became
stabilized and new pilfields outside Arab control came on stream. At the official
level, some impatience with the pro-Israel US line had in fact emerged before the
war of 1973, and differences had been aired among the cealition parties on the
matter of solidarity with Israel, which had previously been acritically and
almost automatically extended. During the war itself Italy refused to cooperate
in the airlifting of military cupplies from the US to Israel, and some criticism
was voiced at President Nixon’s unprecedented step of putting US military bases
on alert. The net result of the October War, as far as Italy’s foreign poiicy was

concerned, consisted in giving a npew lease of 1ife to the Mediterranean

aiternative which had been lying. quiescent since World War II.
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2.2. Post-1973 devélopment af Italy’s relations with the Arab Werld

Continuity between the pre-1973 period, when Italy‘s rélatinns with the Arab
World were modest, and in some instances non—existent, and developments after the
October War, was stressed mainly'for internal policy purposes, in order to allay
any suspicion that Italy was about to engage in a more adventurous pattern of
dialogue with the Arab countries, independently of NATO or CEE guidelines. Just
as Prime Minister Mariano Rumor had stated on April 7, 197Q, 'that ‘“whatever
results Italy can achieve in the field of foreign relations, much more <tan be
obtained by acting together with those countries which share our ideals", so
Foreign Minister Aldo Moro stressed on October 17, 1973, that Italy had felt
impelled by the new Arab-Israeli conflict to call for a Jjoint European meeting
"with the object of determining a common policy which would ipsa facte be more
effective than any ewpressed by single member states of the Community".

Immediately avter thal, nowevesr, and iadepencently = wnal oe2came  Xnown 23
the Eurp-Arab Dialogue, Moro took steps to deveinp Italo-Arab cooperation along
five main directiaons: Egypt, viewed as "the senior partner in the alignment
confronting Israel, and hence the most suitable subject for any political action
by Italy aiming at lessening tension in the Near East; Irag, as an oii-producing
éuuntry likely to view Italian involvement in its economic development with less
suspicion than, say, US investmentj Algeria, whose huge gas reserves were seen as
an interesting and strategically valuable alternative to Near East woil, at the
time the fuel predominantly used by Italian industry; Libya, as a natural trading
par%ner-whnse relations with Italy had been marred by the expulsion of Italian
residents in t1970; and, finally, Saudi Arabia, in recognition of Riyad’s new
regional and internation] rale. Economic, as wWell as strictly political motives

ﬁere-obviuug]y at the roots of Foreign Minister Moro’s diplomatic initiative,




* . whose results were on thé whole more impressive in economic than political ternms,
as they laid the grgundwork .fnr construction of the Transmed undersea gas
pipeline to Italy and growing economic cooperation with Liﬂya and other Arab
countries. While the political resulits were apparently Tless tangible on the
bilateral level, post-1%973 internal deve]opments were in the general direction of
a greater awareness and recognition of the Arab view vis-a-vis Israel’s.

This was particularly apparent in the rufing majority’s position: the
Christian Democrats as a whole finally adopted the pro-Arab stand which had
formerly been their left wing’s prerogative, while the Socialists officialiy
recognized the Palestinians’ Eight to seif-determination and called for Israeli
withdrawal from tﬁe Occupied Territories. The shift in the Christian Democrats’
position was presumably encouraged by the recognition that the Vatican, whose
coolness towards Israel had not significantly changed since 1948, was becoming
increasingly concerned about the Palestinians’ plight. A definite preference +for
Israel continued toc be voiced only by some of the minor coalition parties,
particularly the Republicans. This resulted in a certain cooling of relations
between Ité]y and Israel: Foreign Minister Medici‘s visit to Israel in 1993:--was

returned by Israeli Foreign Minister Moshe Dayan only in 1978.

3. Italy’s economic policy in the Near East and North Africa

The EEC used to be characterized as a political dwarf and an economic giant:
th£5 cliche could be applied on the whole to Italy’s Mediterranean policy at
least until 1973, when the need for a less timid approach to +oreign policy in
the- area began to be voiced in Rome. Not that Italian economic policy in the

Mediterranean could be described as having gigantic proportiaons in the pre—-1973

era, but it certainly was far ahead of the strictiy political variety and in sohe




instances'completely replaced it, Nowhere is this as manifest as in the efforts
developed by the State oil agency, ENI, under Enrico Mattei in arder to secure
Italian participation in the development of North African o0il, which were
impiemented independently of, rather than in coordination with, the Italian
Foreign Office. Mattei’s pursuit of diversification in o0il 1imports, aimed at
securing a reasonable proportion of supplies outside the US—]Ed.oil carté1, was
in fact occasionally perceived as being in contrast with the general guidelines
of Italian foreign policy, and incompatibie with the short-term view of the US
011 industry’s interests in the Near and Middle East: 2 contrast which was
highlighted by US reactions, in 1957, to ENI’s well-known Jjoint venture with
NIOC, the national oil authority of Iran. Although ENI had already entered into a
Joint venture with Egypt in 1933, it was the Iranian deal which was seen in the
US as real cause for alarm, triggering an immediate response when Mattei tried to
duplicate it in Libya. On March 25, 1937, less than a fortnight after signing the
Iranian agreement, Mattei was in Tripoll initialling an identical deal, the only
ditfereénce being that whereas the oil-bearing areas covered by the Iranian
concession were marginal, the concession acquired by ENI in Libya directiy
bordered on the areas in Algeria where extensive oilfields had been discovered in
the preceding vyear by the French. The US oil industry’s reaction was
correspondingly efficient: pressure was applied by the State Department in Rome
and in Tripoli, the Libyan Prime Minister who had initialled the agreement was
dismissed, and the. ENI concession revoked, whiie the area covered by it was
granted a few manths later toc American Overseas Petrpoleum, a Texdco offshoot.
Mattei’s attempt at securing non-cartel supplies by offering petroleum exporting
countries more competitive terms than those which the oil industry considered at

the time acceptable was thus checked, but a precedent had been set. ENI became
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accepted és a desirable partqer in ail prospecting, production and marketing,
thus paving the way for extensive and mutually profitable cooperation between the
Arab countries and Italian industry. ENI’s independent and at times even
aggressive stance vis—-a-vis the US-led oil industry was about to bear fruit in
Algeria itself when Mattei was killed in a plane crash in 1late 1962,_ a week
before he was due to meet Algeria’s leader Ahmed Ben Bella in u;der to +inalize
details of a three-cornered cooperation agreement. In 1961 Mattei had heen asked
to join the oil cartel in exploiting Algeria’s desert oiltields; the offer was
refused as Mattei felt ENI should have no part in developing Algeria’s natural
resources while the country was still under French colonial rule, correctly
believing that ﬁhe Italian &State corporation would be given preferential
treatment after independence. Mattei’s friend]y‘relations with Algerian leaders
in fact led French presideht de BGaulle to accept the principle of Franco-Italian
cooperation with Algeria in developing Saharan oil. The three-cornered agreement
was ta involve Italian technical assistance to be paid for by direct ENI
ownership of a quota of Algerian crude, as well as by gas deliveries through the
_ pipeline which was finally commissioned over two decades later.

Mattei’s death was a blow from which ENI never recovered: its enterprising
policy was soon replaced by a more conciliating attitude towards the oil cartel,
which led between 1963 and 1970 to a number of agreements with Standard 0il1, Gulf
apd other oil companies. US-owned natural gas from Libya thus replaced the
Algerian gas envisaged in 1962 as a major source of fuel fpr the Italian economy.
While this was in accordance with leng-term US economic aims as embodied in the
Truman Doctrine, the Marshall Plan and the Economic Cooperation Administration
.(which'léid the: European market wide open to the US oil industry), it was not

necessarily the most effective way of promoting cooperation between Italy and the
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frab Hnrfd, which in Mattei's.view should have been based on direct dealing and,
as far as possible, on cutting out the US middieman. After Mattei; however, ENI
was in no position te withstand ﬁru-ﬁmerican pressures baoth by the Ita]i#n
poiitical establishment and by the international oil industry’s local assuciat;s,
and had to follow a more accommodating line. No wonder, then, that by 1967
ENI aptivity in the Arab World had not substantiazlly progressed .beyaond the level
Eeached in 1962, and no fﬁrther footholds -had been vgained apart from Egypt,
Tunisia, and Libya. The third Arab-Israeli war, in turn, was a further setback
for ENI operations in the Qraﬁ Nnnfd, as the joint venture with Egypt lost its
most promising assets, the éinai pilfields. This setback was aonly partially
balanced by the general consequences of the June war: the closure of tﬁe Suez
Canal, increasing US dependence from Near- and Middle East o0il, and overall
inztability in the ar=2a, caussd th2 oil carte! to podify tradit;onal ettitudes.
As prospection was started in new areas, sharing growing financial burdens and
political risks with independent companies, including ENI, became a maore
palatable option than in the past: such is the context within which, for
instance, ENI acquired in 1948 a share of Shell’s production from Qatar’s
offshore fields.

Thus far, then, Italian economic policy towards the Arab World was dominated
by a traditional factor, the search for secure and profitable supplies of raw
materials, while the region’s importance as an export market was not particutarly
appreciated. Italian trade with the Arab countries conformed on the whole wiéh
the general pattern whereby the former colonial power £ended to have the Tlion's
share of the former colony’s impurtg. Thus Italy’s 25 per cent share of Libya’s
imports compares with France’s 23 to 30 per cent share in the inmport trade of

Algeria, Morocco, and Tunisia. No particular efforts werer made to increase:
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Italy’s share of the Arab export market and, not surprisingly, Italy’s balance of
tradefwith the Arab countries was in the red.

A1l this netessarily changed after the fourth Arab-Israeli war of 1973, with
its attendant oil embargo and price rises, whose first, immediate, consequence
was a substantial increase in Italy‘s trade deficit with the Arab World, which
rose from 1.2 billion dollars in 1970 (when Italian exports stood at 0.3 billion
dollars, and imports at 1.7 billion dollars) to & hillion dollars in 1974 (when
exports were worth 2.2, and imports 8.2 billion dollars). A reappraisal of
Itaiy’s Arab policy became imperative, and a preference for Jjoint European
efforts towards a peaceful settlement of the Arab-Israeli conflict was expressed
by ?oreign Minister Aldo Moro as early as October 17, 1973. This was followed by
the Brussels [eclaration of November 6, in which the nine members of the EEC
expressed their readiness to negotiate trade and other &ayreements with the
southern and eastern Mediterranean States, within the context of "a global and
bala&ced approach®,

In this view, which would have increased economic interdependence between

. the EEC and the Arab 5tates, with positive long-term effects on -political

stability in the whole Mediterranean region, relations between oil-producing and
oil-consuming countries were to rest on normal commercial incentives and consist,
on the whole, in the exchange of oil for technology and know-how. Unfortunately,
however, this was not the only option to gain widespread currency after 1973.
A secand school of thought, led by the US, advocated securing oil! supplies not
through normal commercial channels and freely negptiated deals, but by exploiting
the advantages held by the highly industrialized world vis-a-vis the oil
producing. countries. In other words, the West was. to secure its oil by the threat

of ecaonomic warfare, of withholding the export of foodstuffs and other strategic
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supplies to the Arab World. To this end, the US encouraged protracted instability

in the area and contributed to increasing inter-Arabh tensions by promoting
Egypt‘s separate péace wi£h Israel and fostering at the same fime a renewal of
the local arms race. Europe ended by adopting the US option, with its attendant
short-term benefits measured in swelling armaments sales, while the Euro-frab
Diatogue, which had been initiated at Europe’s initiative in order to ‘explure
possible ways of setting up a stable system of exchanges and Pé]ations, finally
petered out into ritualized and inconclusive verbiage.

This being the overall European trend, it is hardly-surprisiﬁg that 1Italy’s
approach to the growing trading deficit with the Arab World should have been
piecemeal and generally disarganized.‘what, if anything, should be viewed a§
surprising, is the performance of the Italian economy, which in spite of a
sixfold increase in the value of imports from the Arab countrigs between 1972 and

1977, managed to keep the growing commercial deficit down to a fourfold increase,

thanks to an eightfold increase in the value of exports; at the same time, - the
Arab World’s share in total Italian exports more than doubled, rising from 3 per
cent in 1972 to i1.4 per cent in 1977, while the Arab share of Italian imports
rose from 11 to 17.3 per cent. The Arab States were by now not only an essential
source of oil supplies, but also an export market of growing importance. This was
partly a mechanical ceonsequence of the oil price rises, as a considerable guota
of recycled petrodoilars would have found in any case its way to Italy, which was
somewhat favoured by gengraphical proximity to the Arab World, as well as by a
desirable rate of exchange; in Eart, however, it was also the consequence of
Italian industry’s scramble for markets in the aftermath of the first oil shock.

The bigger corporations, from both the private and the public sector, were

obviously better placed to participate in the export drive, and such household
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names as Fiat, Pirelli, Italsider, #Ansaldo, various ENI subsidiaries -such -as
Saipem, Agip or Snam Progetti, as well as civil engineering groups 1ike Impresit,
Italconsult and Lodigiani, were quick to establish themselves in the Arab States
where, particularly in North Africa, they proved tu.be a match for French and
German competition. An interesting development was the growing number of medium
and smaller highly specialized firms taking part in the export drive as
sub-contractors in deals arranged by major Italian companies with Arab public
sector corporations or governments, a typical instance being thé case of ~about
twenty firms, each specializing in a particular stage of the textile cycle, wﬁich
joined forces with Generale Impianti in order to develop the backbone of Algeria’
textite industry. At a less impressivé level, a myriad small to very small firms
jumped on to the petrodollar bandwagon, exporting anything from solid gold
bathroom fittings to plastic trees, a remarkable testimony to individual
enterprise but not perhaps the best way to promote lasting economic integration
between Europe and the Arah World.

ériticism of so hapazard an approach was not 1acking, from both the Italian
and the Arab side. The need was particularly felt for greater coordination in the
whote field of Italian exports, with substantial public backing in view of the
pressing need to acguire and keep.an adequate share of the Arab market in order
to pay for Italy’s growing oil bill. What public backing there was .sometimes
turned out to be of the wrong sort, as when Italian contractors found themselves
cBmpeting against one another for tenders relating to the erection of industrial
plants in such.cases, competitors from the private sector often saw themselves
outbid by public corporations operating without the constrictions of strict
cost-accounting thanks to their ability to offload any Toss onto the taxpayer.

Criticism was. also voiced at the overall shortcomings of long-term. industrial
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p]anning'in Italy, as it was felt fhe government had no clear idea about what was.
going to happen to the mature sectors of Italian industry once the more go-ahead
exporters of high technology had provided the Arab oil producing countries with
brand new plants capable of competing on the European market in petrochemicals,
fertilizers, or intermediate iron and steel products. On the financial side,
Italian exporters regretted the absence of a comprehensive policy of. export
insurance, as well as the iﬁadequata level of measures adopted to {aci1itgte the
recycling of Arab petrodollars through Italy; in thisr connection it may be
recalled that some of the most ambitious schemes aired in the mid- and tate
Seventies (for instance, using oil revenues to turn Sudan into “the breadbasket
of the Arab World" by means of Europeaﬁ technology) went the way of the Euro-Arab
Dialogue.

Eriticism of inadeguate government support was also voiced from the Arab
side, in connection with the abnormally low level of Arab investments in Italy.
Qut of about 110 billion dollars in oil revenues accumulated by the Arab oil
exporting countries by the end of 1977, direct investments had gone éainly to the
US and Canada, to France, West Germany and Switzerland, and to Japan, the only
significant direct investment in Italy being the acquisition of 415 aillion
dollars worth nf.Fiat stock by Libya in 19746. While a general Arab reluctance to
invest in Italy may be attributed to the high rate of inflation then current, it
was felt that the Government was not doing as much as possible in two closely
c;nnected fields: export support and coordination by means of agencies connected
with the Foreign Trade Ministry (ICE, BSACE, UIC, Mediocredito centralte), and
projection of a positive image of Italy’s economic and political health. That was
a potite way of putting it: throughout the Seventies, Italian governments used to

be accused of having no foreign policy or, at best, of having- an impact on
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Italy’s néighbaurs in the Near East and North Africa that was no mere than that
of a country half its size.

@411 this began ta change in the early Eighties, when Italy ceased to be
little more than a spectator of international events. A more active role was
practically thrust upon her by the British withdrawal from Malta in 1979, in
whaose wake Prime Minister Dom Mintoff called for the island to be gquaranteed
neutral status by four ?riena1y neighhouring powers, Algeria, Libya, France and
Italy. The one to respond most pusitfve]y was the Italian government, worried
about a possible powesr vacuum on Sici{y’s doaﬁstep, and a treaty was duly signed,
combining financial and technical aid with a commitment to consult with Malta in
case of danger to the island’s security. Then came a revealing indication that
Italian acquiescence to US policy in the Mediterranean could no longer be taken
for granted, when a foreign ministry statement was issued immediately attsr the
failure of the US attempt to rescue the Tehran hostages, condemning the use of
force on all such occasionsi as a precedent, this heralded the confrontation
which followed the Achille Laurc affair in 1985, when Italy refused to hand over
the hijackers after the Egyptian plane flying them to Algeria had. . been
intercepted by the US and fur;ed to land in Sicily. 1980 alsp saw an
unprecedented number of ministerial visits and official missions between Italy
and the Arab countries. This increasingly active attitude  towards  the
Mediterranean area wés, toc a certain extent, caused by Italy’s continuing balance
of payments difficulties (in 1980 the commercial account deficit rose nearly
tenfold campared with 1979); it was also due, however, to a coherent attempt
aimed at bringing political relations up to the excelient level of ecanomiﬁ
interchange - to paraphrase a statement made by then President Pertini on his

visit to Algeria in May 1980. A further factor contributed to Italy’s more active
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attitude £uwards the Arab World, nameiy Italian chairmanshib of the EEC during
the first half of 1980, when Rome found itself at the helm of Euéupe’s attempts
to develop a coherent stand vis—a-vis the Arab-Israeli conflict. The European
summit in Venice on June 13 in fact issued a statement in which the nine members
dectared their willingness "to participate within the framework of a
comprehensive settlement in & system of concrete and binding international
guarantees", upheld Isr;el’s'right to existence and security, but at the same
time condemned it for its settlements in occupied Arab territnrie;, rejécted its
unilateral attempt at :hanging-the status of Jerusalem, and insisted on the
association of the ELD with any peace settiement. thle this may have fallen
short of some Arab eypectations, it was a significant advance for which Italian
diplomacy was entitled to claim some credit (notably in overcoming some Dutch and
Ganésh pro=Tsraeli sppoeitisn?, 2s #o- the first time western Surone went boyand
mere declarations and laid the groundwork for active dipliomacy. Riding on the
wave of goodwill generated by the Venice summit, exporters couid also count on
the fact that, by now, Italy was the biggest provider of export credit among all
the OECD countries.

After that, Italian industry continued to be cautidus]y followed by the
government in taking a more pro-Arab stand. In spite of US pressure on Italy to
reconsider its attitude toward radical Arab States in the tight of the Gulf of
Sirte incident in the summer of 1981, nothing was done 1n Rome to discourage
Italian businessmen from carrying on as usual. A few months later, Prime Minister
Giovanni Spadolini reaffirmed his commitment to a PLD role in the Near East
process as envisaged in the EEC VYenice declaration, which was toc be held
complementary to the Camp David process. While taking a less Washingtan-oriented

stand in the Mediterranean, Italy was apparently hedging its bets, however, by
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encouraging a gedgraphica]ly more balanceﬁ patteﬁn of o0il imports: whereas in
1970 Libya had been the biggest supplier, fallowed by Irag, Saudi Arabia and
Kuwait, by 1980 the nrdgr was Saudi Arabia (supplying about 33 per cent of total
Italian oil imports), Libya (14 per cent), Iraq (13 per cent) and Egypt (about 7
per cent).

The falling price of oil imports is - together with the growing importance
of Italian aid - one of the aain factors influencing Arab-Italian relations in
the Eighties. While declining oil revenues curtailed investment plans in most
Arab nil producing countries, and some payments to exporters were held up or even
suspended, the new situation also helped put trading relations into a clearer
perspective. When Italy’s commercial deficit was rapidly rising in the Sevepties,-
exporters had been hard pressed to explecit any outlet, whiie on the Arab side the
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the more balanced conditions of the Eighties both sides had time to sit back and
think, and concentrate on those investments which have a greater chance of
proving productive in the long run. This is reflected in the shitt away {from
consumer goods towards development-producing technolaogy.

A relative]y recent development which gives Italian exporters a certain
advantage over many others is Italy's emphasis on foreign aid, which has singled
out the Mediterranean Basin area as a priority target for development
Cooperation, absorbing about one guarter of Italian bilateral and multilateral
aid. The area, where Italy’'s geheral foreign policy objectives and her
development coaoperation aims are particularly interconnected, inciudes six “top

priority" countries (Egypt, Jordan, Morocco, Sudan, Tunisia, and North Yemen}

where 80 per cent of the area’s aid is to be concentrated.
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4.Conclusions and prospects

The Arab World!s share of Italy’s foreign trade, which rose from around
five per cent in pre-oil crisis days to 12 per cent of total Italian
gxports in 1979 and 18 per cent in 1951, to 18 per cent of total Italian
imports in 197% and 22 per cent in-19B1, is certainly a more faithful
image today than it was, say in 1970, of the Arab countries aggregate
weight in internati&nal Ee]atians and in the world’s economy. This was
achieved, haowever, thanks to the resilience of the Italian economy rather
than as the result of any fong—term bilateral, Italo-Arab planning, and
is a testimony toc an efficient panic reaction by Italian exporters to
Italy’s growing balance of payments deficit in the wake of the A1973 oil
price rises, rather than to the growing integration between Europe and
the Arab World which w2s advocated by the well-mearing initiators of the
Euro-Arab Dialogue.

The spontaneous and contingent nature of Italian efforts towards
stronger trading relations with the Arab countries is revealed by the
fact that as soon as oil prices stabilized and the share of imports from
the frab countries in Italy’s total imports fell to 17 per cent in 1982
and 14 per cent in 1985, Italian exports began to decline even faster,
falling to 15 per cent in 1982-B3 and Vess than 11 per cent in 1985. Such
short term oscillations in the Arab quota of Italy’s international trade
are inconsistent with planned integration between the economies on the
North and South shores of the Mediterranean; they reflect instead a trend
towards the general pattern of interpational commercial relations, which
shaws a heavy volume of trade within the main areas and an inadequate

level of inter-area exchanges,. the heavily industrialized countries-




L4 r! L&

20

trading mnstly among ‘themselves. Within the dgenerally low level of
South-South trade compared with North-South and Nerth-North tra{fic, the
depressingly small volume of inter—Arab commercial exchanges stands out
as a major obstacle on the way to balanced economic integration between
the Arab countries and Europe.

Direct comparison between the 1levels of economic and political
integration achiaved'by tﬁe EEC and the Arab Waorid respectively is .of
course upfair, and indeed irrelevant, as there were substantial
differences in the initial Eunditiuns of the two processes and in the
causes which set them in motion, but the 1ow level of inter-Arab trade
and interdependence should be viewed as a major factor in the unbaianced
nature of Euro-Arab relations. A degree of compliementarity between the
meinr Zuraopean couvrtries, snd  their aversll  osconomic  interdesendence,
were the foundations on which such inspired statesmen as Schuman, De
Gasperi and Adenauer 1aid the potitical framework for Euraopean unity. No
such complementarity existed between the Arab States when the first
hesitant measures to foster economic integration were taken in -the
Fifties; neither was there a political'impulse to unite comparable to the
forces at work in Europe, where the aftermath of two world wars indicated
econamic and palitical integration to be the only solution to
inter-European tensions. Complementarity between Arab economies cannot be
created overnight, but the potential is there, particutarly in the
tiaghreb, and it should be encouraged with greater energy than hitherto.
The Arab road to integration is, understandably, more difficult than
Europe’s, and yet it has no alternative if Euro-Arab relations are to

develop into a dialogue between equal partners, rather than continuing on
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the present pattern, where the partner with the greater bargaining power
dominates the ﬂthEP; Bargaining from strength may win short—-term
advantages, but is npo substitute %ar cooperation based on common

interests.

These may be hard to locate, and European perceptions of Europe’s

awn interests have evolved since 1973 mainly in response ta short-term
variatians in the balanc; of trade; cooperation was all the rage when
deficits sopared, but interest in the Euro-frab Dialogue declined as fast
as OPEC supplies were beiné ;eplaced by non-0OPEC pil sources. Ferceptions
have varied on the Arab side too, but there is a long-term goal which
should be pursued hy.buth Europe and the Arab World, and which can be
attained only through greater political as well as economic integration
within each ar=2, and hetwesn tham. The EEC and *he Arab Worid should
work together towards a reduction of East-West polarization, not merely
because reducing tension between the superpowers is a good thing in
‘itself, but also because this would lead to a number of positive effects,

from the freeing of economic resources for more productive use than

financing the global armaments race and its local varieties, to the

development of a Euro—Arab association capable of welding the north and
south shores of the Mediterranean into a caommunity comparable with the

US and the Soviet Union in economic potential and political weight.
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Preface

The oblective of this report ls two-fold: Firstly,
to describe the present status of Euro-Arab dlalogue
ldentifylng the maln issues and problems, and éecondly,
to propose possibilities and avenues of chance. Thus,
the report is divided inte tnree chapters. Chapter I
provides the general political conkext within,whfch tre
dialogue was 1nitiated and developed. In particular,
it sapproaches the dialosue as an outcome of ai. growtng
Ebmplex interdependence that took place in the 1960's and
eaYly 1570'8. According to this view, the October wat and
i1ts dramatic events was more of a cataly;t and a trigeger

for the dialogue, rather than its raison d'&tre. The chapter

< followa the vericus siancs of the dlelozgue till its present
stalemate and identifies the factors that contributed

to such & conclusion. .

Chapters 11 and III present a picture of Zuro-Arab
economic relations as developed within the dediterranean
policy and_the Lome conventicon. Bach provides an analysié
of the various aspects of these relations pinpointing

protlems and suggesting avenues for chanse.

£t 15 hoped that his report has captured the main lssues

and protlems of present-day Euro-Arab dialogue.
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CHAPTER I

THE RISE AND FALL OF THE EUHO-AHAB DIALGUE:
POWER POLITICS OF POLITICS OF INTEHDEFENDENCE

Abdel Meoneim- Sald Aly
Center {or Political and Strategic Studies

Pt

Al-Ahram
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1-‘Introduction:

As the Franco-B-rit:Lsh disaster at Suez in 1956 signalled
the end of decisive Européan inf'luence outside Europe, especia-
ily in the Arab world, the October 1973 war signalled the
beginning of a new relationship between the two regions through
what ia known as .the Euro-Arab Dialogue (EAD). Between the two

wars many interactions took place in the Arab World in general

and between
superpowers
_Arab region

although it

the Arab States and Israel in particular. The two
had monopolized manipulating the events in the
while Europe had played a marginal political role

maintained an increasing economic interdependence

with

Y
e

the region,

= L G
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Immediately after the October 1573 War in the Middle

East a mechanism for Euro-Arab political and economic coopera-

tion was established through the EAD. A series of contacts
between the members of the EuroPeah Community and the member
states of the Arab League took place in different Arab ant
European. capitals (see Annex I). These contacts manifested

the political will of both régions-gnd tﬁeir desire to cooperate
in the areas of infrastructure, agriculture, scientific and
technical cooperation, trade, finrnce, transfer of technolrngy
cultural cooperation. An eiaborats institutional

and =ocial and

network was es . ablished (see Annex II). The EAD, however, was

e



not .to last long. In April 1979 The EAD was suspended
because of the Egyptian-Israeli peace treaty. When the
dialogue was relaunched again at the end of 1980, it was

not to last more than anothesr year. The EAD was dropped

from the agenda of Kuro~Arad relations. Theories aboué

the EAD have been dividgd between two schools of thought. -
The London "Economist! statzd that the Arab purpose in the
dialogue was to use the EEC as an additional pressure on
Isrnel to pull back from th:s Arab occupied territories. The
E;roppan intereast in the diaiogue "can be measured purely in
public relations termse", The Eurocpeasn concern was "to make
friends as a hedge against the next oil embargo".1 Wh115-
this point of view minimized the political interests of the
two parties in the dialogue, another point of view maximized
these interests to be a ne#'co;lition between two world powers:
the Arabs who were finally "“re-emerging'", and Europe which
should assuﬁe "its rightful role in world politics". The two
powers should, thus, stand to the "historical awakening and

the new power reulitieé".a

The second school of thought looks at the dialogue in
3

terms of 'growing interdepenidence”.,” When the dialogue was
faced with Sadat's peace initiative and temporarily inter-

rupted one writer commented:



~he .

It is certain that Western Europe and
the Arab world need each other in many
respects, They are in a profound sense
interdependent. Whatever comes of the
EAD as an exploratory venture, it is
unlikely that we have seen the end of
the search for a comprehensive system
of Euro-Arab cooperation. (Emphasis

added).k

The &ialogue was, thgj;:;ot a product Af "mew poﬁer
realities®”, but wasta prodﬁct of the growing egonomic
interdependence between the two regions. The subject of
the matter was not "high politics" éf Security and survival,

it waa the politi%? of social and economic interactions.

The purpose of this chapter is to examine the EAD in terms
of both schools of thought to find out the conditions that

led to its rise and those that led to its fall.

2. The Pgwer Politics of the EAD s

From a realist point of view, the EAD was a forum to
regulate the interactions of two groups of nation states.
The subject of those'ragulations-Was the national interests

of each participant state. The EAD, in that regard, was only

"one of the mezans by which Burcvncan as well as Arab siates

tried to enhance their szecurdity, increasse their capabilities,

and achieva other political and. economic goals.




. Geography as well as history demonstrated that an
adversarial relationship exigted betvween Arab and European
countries, The Arab regiop represented the southerm flank
of Europe; and for the Arabs, Eurcpe was their nortihern
flank. The Grecks, the Romens, the Crusaders, the British
ana the French haa marched %o conquéf, dominate, and colonize
Aradb countries. It was Eurcne which supported the plantatiom
of Israel in the heart of {he Arab land. Israel is not only
separating the Arab East from the Arab West, nor is it only
a form of national suppression to the Palestinean Arabs, but

mainly, it ie a continuous security problem to Arab countries,

Other factors added tc the adversarial relationship
between the two regions. Th» unequal stage of development
created an atmospherae of s%spicion and fear. Added to the
historical colonial past, & wide range of superiority and
inferiority complexes affected the overall perception of
each region towards the other. The unequal stage of integra-
tion between the two regions was also a factor. While Europe
18 tied together by the fear of the Soviet Union, the EEC
and NATO, Arab countries have less cohesive regional arrange-

ments.

Fina;ly, the cultural make-up of the two regions repre-
sented another factor of seansitivity, particularly from the

Arab side., Islam and Christianity have been historicelly on
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opposite sides of power relations. One Arab commentator on

the EAD demonatrated:-this sensitivity by stating:

We have only a twenty-year period to
transform our societies, intellectually,
economically and industrially but such

a task should be achieved without losing
our basic Islamic values and traditlions.
(Emphasis added)D.

In spite of all these factors, the recent history of
European-Arab relations witnessed some bases for a limited
cooperation between the two regions to enhance, indirectly
at least, their political and security goals. For Europe,
the Arab region represents two different, though related,
kinds of security problems. First, fhe Arab region is a
subject of Soviet desires and ambitions. Second, the Arab-
Iaraeli Conflict has the potegtial for a superpowers'
confrontation in which Europe will be the first to suffer.
For the Arabs, two kinds-qf throngts aeem eminent: the
continuation of the Israell occupation of Arab land, -end
the fear of superpower confrontation or condominium over

the areae.

The October 1973 war manifested these Bgcurity dilemmas
of both regions, The war meant four kinds of threats to
European states: 1= the threat for the secﬁrity of the
'southern flarlz of Europo as a result of the militery opera-

tioas betwesn the Arshs and the Israclis, 2« the uss of the

2.4 TE S ey -
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0il weapon by the Arab statés through several means such as
emb;rgo, outbacks, and rising prices, 3- the United States
arm supplies to Israei from its military bases located in
the European member stateé of NATO, 4- the U.S. declaration
of alerting its strategic forces in Western Europe as a
response to a Soviet propoazition to send military forces

to the Middle East to enforce the Security Council resoliu-

tions.

These kinds of threats have confronted Europe with the
fact that a war in the Middle East has the potential of
dangerous consequences for Furopean eecurity which includes
the potential of a nuclear aolocaust. The United States
alert decision in the height of the wﬁr. without prior
consultation with the Europz=an members of NATO, showed

Europe its vulnerability in the case of a superpower confron-

tation over the Middle East.

The 0il wezapon represented another type of security
threat to Western Europe. First of all-NATO°§ military
machine was dependent on the o0il supplies of the Middle
East. An interruption of oil flow to Western Europe during
an East~-West confrontation might put European security into
jeopardy. Second, there wers the political implications of

another interruption in oil supplies. Using the oil weapon

‘"as a leverage to enhance pelitical goals was always a
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potential in the case of a new Arab-Israeli conflict.
Third, the unequal deployment of the oil weapon tﬁreatened
the cohesiveness of the EEC. While France and The United
Kingdom had the posiﬁion ;f most favored states, The .
Netherland was embargoed completely. The other EEC countries

suffered from unequal decreases in their oil imports. This,

in turn, caused a threat to the solidarity amaong the EEC
memhbher states7. Fourth, the o0ilil weapon posed a threat to
the internal security, political and economic stability of

the European atateéa.

For the Arab states, the October 1973 war with Israel
manifested the limitedness of their military capabilities.
The massive American arm supplies to Israel and the restric-~
tions on the Soviet arm supplies to the Arab countries during
the war showed the necessiiy of diveraification in Arab arm
resources. In addition, ihe American commitment to Israel
unequaled with a similar Soviet commitment to the Arab .
countries showed the Arabs the dangers - of dependency on
either of the superpovers. The Arabs also realized that im
a prolonged struggle with Iuéael, thero was no gﬁbstituta
for building their own industrial base and enhancing their

economic capebilllities.

In addition to these securlity dilewmmasa, the war of 1973 .

offered the Arab countyries new opportunities. The oil wéapon
-

-
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not only enhanCod-their bargaining pﬁwer vis~a~vis other

_ powers in the world, it also offered an opporiunity to

build an industrial and economic base. Most important; the
ail weapon was an instrumeét to change the power structure
within the Arab countries. Cil was instrumental in changing
radical regimes into conservatives and small countries into
regional povers. The increasing reliance by Egypt on the oil
money of Saudi Arabia and other Gulf states, not only ilnten-
sified the deradicalization of Egypt, but finally led to its
de-Nasserization.’ This, in turn, changed the make-up of
leadefship within the Arab world from a revolutionary anti-

West posture to a conservative, with growing anti-Soviet

paasion, moderate leadership.

The impact of the October War on both regions created
a political bases for the Euro-Arab dialogue. The goals of
both groups of nations, however, are different. For Wéstern
Europe the EAD‘seemed to be one of the channels for increasing
political as well as economic¢ influence in traditional sphercs
of infiuence. The dialogue Waé also én avenue used to express
politically a semi-independent role in world politics which
suited the European economic powers. Furthermore, the dialogue
would put Europe on friendly relations with Arab countries
which would save Europe anoctither oil embargo and probably help
in recycling the petrodollars into European banks. Finally,

the dialogue was an opening to Arab markets and investments.
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For the Araﬁs the hierarchy of goals was different.
For them, "the Palestinean question is the very basis of
the dialogue"io In November, 1974, D;. Ahmed Sidqi Al~-Dajani,
a member of the Arab delegation to the dialogue announced
to his European counter parts that "the Palestinian queation,

the recognition of the legitimate rights of the Palestinian

people and the liberation of the occupied Arab territories"”
were the core of the EAD11. This qualification of the "core®
of the dialogue meant not only a European recognition of the
Palestinean rights but also a European ﬁressur. upon Israel
and the United States to solve £he Afab-Inrapl conflict
according to the Arab objectives of security and national
rights, Further, the Arab countries wanted the dialogue to
meet their enhanced world power. A Saudl commentator om the
dialogue said:=- -

ewesThe Arabs a;e finally re-emerging,

but we are still in transit, as all

history is. Nevertheless a new era has

begun within the last several ysars,

which has been incubating for many

decades but is mow mapifest and reala12

This ﬁerception of growing power accompanied by a long
term coalition with Western Europe might emhamce the power
position of both regioms in world politics. The=5audi commem-
tator reminded the Europeans to bear in mind thot their future
¥ill depend om M"their willingness to orient themselves teo

the Arab. countries....as much as or even more than theoy do

e tareeAes UG e



to the United Statea".13 Arab oil and Arab capital are
Nessential to Europe in order to meet the techriological
advances, and to face the economic and commercial expansion

of both America and Japanﬁgiq

Finally, the Arab countries wanted European assistance
in their development plans. Arab countries were embarking
on huge industrial plans, and as such, they needed European
technology, machinery, skilled manpower and access to Buropsean
markets. The dialogne, from the Arad viewpoint, should result

in European help for the Arabs in building the infrastrictuiés,

schools, hospitals and alternative mources of energy for when

their hydrocarbons resource is no longer available.15

From a "realist" view the different, and sometimes
contradictory, objectives of both regions put the political-
security issues as top priority in the dialogue. The organil-

zation of the dialogue reflected this fact. On the Eurcpean

side, the dialogue was deait with by the Political Committee,

comprised of the foreign offices members, which was an
offspring of the Council of Foreign Ministers. This Political
Committec was quite deliberately set up outside the eatasblished
Commnunity framework, The distinction between '"political' and
Meconomic" issues, between those within th; competence of the

Comnunities and those that went beyond it, was historically



. fundamental to the esgtablishment of political cooperation

as a separate procedure. "It was to deal with issues of

high politics in. the traditional Gaullist sense“.16 David

Allen described the dialogue as "the most obvious and public

manifestation of the European Political Cdoperation machinery

at work“iz..On the Arab side, the dialogue was conduééed

under the auapices of the LAD committee, an offaspring of

the Arab League Council, comprised of the foreign ministers

of the Arab League members. Purther, the delegatiops represen-
" ting the two European and Arab committees were authorized

only to make recommendations to the European Council and the

League Counclil where the decisions could be made.

The course of the dialogue also reflected the priority
given to the political-security issues. In the Joint Mem;randum
jssued in Cairo on June 14, 1975, the two parties described
the dialogue as “a‘product of a Joint political will that
emerged at the highest level". The final communique issued

in Dawmascus on December 11, 1978, stated that:

Both sides agresd that the continued
Arab-Israell confllect conastitutses a
threat to the security and peace in
the Middle East and to intermnational
pease and security. In this comtext
both sidesn reafirmed thelr comvictiorn
that the security of Europe is linked
to the security of the Mediterraniam
regionr and the Arab ragionoi
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. The Arab side, because of their occupied territories
and the persistant lack of golutions of the Palestinean
questions, stressed highly the political-security elements
of the dialogue in two forms. First, from the beginning of
the EAD, the Arab side called for meetingas to be held with
the highest possible political representation. It took the
Arab slde seven years to get a promise from the European
side to hold in the summer of 1981 a meeting on the level.
of foreign ministers. ) It was presumed that this meéeting
will lead to a meeting at the level of the heads of Arsb énd
European states. Second, the Arab side stressed their demands
regafding the occupied Arab territories and the Palestinean
question. The Arab side demanded =z Eurépean denunciation of
the Israeli occupation of Arab territories, a European

recogniticn of the Palestimsan'rights for self-determimation

and a recognition of the PL0 &s the smole legitimate represen-
tative of the Palestinean people in any comprehensive peaceful

settlement of the Arab-Isr=zeli conflict.

‘The European side was reluctant toc meet these demands.
While the European states gradually denounced the Israeli
occupﬁtion of Arab territories and recognized the Palestinean
rights for self-determination, they refused to meet the Arab
demand for recognition of the PLO as a representative of the

Palestinean people. The European ﬁida, in nddition, refused
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to translate their denunciation into voting in the U.N.

. or into tangible economic pressure on Isreel. The Dublin

formula, which called for;a delegation to represent both

sides of the dialogue witﬁput relation to nationalities,

was a means for the Europe#n side not to recognize the PLO.

in the meantime, the EEC~Israell econcmic relations continue
to grow, Aéproximately one month before the start of_Qhe EAD,
on May 11, 1975, a new ayreement between the LEC and Israel
was signed. The object of this agreement was the establishment

of a free~trade area between the EEC and Israel.zo

The European response to the Arab side was a reflection
of a secu:ity constraint on European behavior. While a positive
European response to Arab demands might lead to increasing
political European influence in Arab countr;es, the EZuropean
side did not like the EAD é; be B defection from the Euro-
American alliance. The United States maintaine@ a critical
position toward the EAD. The United States wanted to s;t the
lion's share of influence in the Middle East through its
positio# in the settlement of the-Arab-Isr;eli conflict.
Consequently, American officials continued to criticize the

"political concessions' made by the EEC to Arah.countrien.z1

.The United States, in additiom, was against any kind of

praeferential trade treatment by the EEC outside Europeoag

It maintained that: any- speeial trade arrangements between.
. P
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Europe and the Mediterranian and Arab countries would
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constitute a real discrimination against American trade.

"In the‘gconomic fielé, the course of the EAD reflected
the different objectivas gf the two parties. Serious dif{ic-
rences existed between the two sides in such important areas
as industrialization, transfer of technology, trade, and
finance., The Arab states asiligned a high priority to indusiria-
lization. For the European community, however, this‘prasented
"what is viewed am a serious economic disadvantage".zé Ovar
80 percent ;f the EEC exports to the Arab world were industrial
products, and a radical increase in Arab industrial capacity
would undermine an important market for Western Europe,
Hegarding the transfexr of technology '"the Europeans seck
to maintain certain limits on Arab technological development",
while the Arabs wanted unrestricted growth in that field,Z2>
In.regard to trade, the Arebs were anxious to conclude iregion-
to=reglon preferential agreements while Europe was willing
only to qegofiate such agreements with individual Arab countries,
but not with all of them as u.group.'Financially? the EEC was
interested in stimulating the investment of Arab petrodollars
in Vestern Europe, and there was a corresponding desire to
do mo0 in the oil producing statesa, However; the Arad side
asked that such investments.be guaranteed against infletion,
5 condition which none of the EEC.members waf even willing

26

to consider,
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The essence of these differences in the economic field
was related to the structural balanca of power in fhe dialogue.
The Arab side, which is t@e inferior partner in the dialogue,
was trying to snhance its‘power capabilities by negotiating
a3 a bloec with the supericr Eurcopean countries. The Europesan
side was trying to keep the Arab development plans from being

competitive, even -in the long fun, with European industry and

technology. Consequently, European countries would liks to
'gontinua the EAD so far as it did not irri£ate the Europ;nn—
American alliance which has had more security implications
than did cooperation with the Arab States. bDuring the 1970s
The EC countries tried to have hoth. While angaging themsselves
in the EAD, they excluded oil from it and joined The Inter-
naticnal Energy Agency. And while supporting the Camp David
accords, they in Juna 1980 4n Vonico-undar the pressure of the
sacond 0il shock~called for a comprghensive so;ution to.the

Arab-Israeli conflict, The Palestinian right to sclf-deter-

mination, and a PLO association with negotiations about The

Middle East conflict. Thae 19803, haowever, were to give the
European countrisgs more bargaining powers. The Egyptian-Israeli
peace treaty and the Iran-Iraq war, among other things, contribu
tgd to the disintegration of the Arab World. The Arabs' power
position was further woakemned by the glut in the oil markot,
which deprive&‘the-ArnbAstates of_a-hmjor bargaining aszset.

.Eur0po, thereforo, cama closer to the U.S. position in the

Middle BEast. The EAD coms to an ond.




The EAD, in summation, was one channel by which tho
nationul iﬁtarents of two ragionsicould be regulafed through
diplomacy. It reflected the structural balance of power between
the two regions and was therefore what accounted for the very
limited achievemsnts of the dialogue. The Arab side, even with
the leverage of oil, is composed of underdevelopod and frag-
mentea states and is unable to exert sufficient pressure on
Europe to achleve the Arab objectives. The European side is
curbed by its security alliance with the United States: In
addition, its economic pouwer is not yet translated into political
or military might in woxrld affairs. More important, the economic
powers cof the European states are increasingly suffering from
the growing technological gcp between them in one hand and

- the USA and Japan on the other. The declining powers of both

sides lod to the practical end of the EAD,

2= The EAD and Complex Interdependence:

According to the model of complex interdependences, the
ErD was not a product of poiiticel security issues but rather
a product of the growth of socio-economic interdependence
hbetween the European and Arab regions. The EAD did riot start
with the Uctober 1973 war in the Middle East, though the war
might be a catalyst for the dialogue, but its start was long
before the war through the European Mediterranian and Lome

Convention agreements.




As a result of ‘those aéreementn, a growing .Jdnterdopen-
denca between the two ragions tcok place. In thse period
betwean ;960 and 1971 .a itremendous growth teoek place in the
EzC trad@ with seven Arab countries south of tha‘Méditerr;nian.

Tabla 126 shows the rate of that growth.

Table 1. Developmant of the EEC Exports and
Imports to Seven Arab Countries, 1960-71 (1960a100}

Trade Algeria Egypt Jordan Lebanon Libya Morroeca Tunisia Syr
activity

Exports 76 99 126 129 403 136 - 155 137
Imports 119 191 266 167 n.a. 115 122 151

In 1971, the EEC exports to the seven Arab countriss
constituted 26.8 percent of all exports to Mediterranian

countries while its imports reached 49.1 percent of itas total
. 27

imports from the Mediterranian countries.

Furthermore, the European Community as a commercial
.entity was th--ﬁiggeat trading partner of the Areb World. In
tnﬁlperipd betwean 1970-73, The Arab World's to the EC
increased from 43% to 70% of its total exports and its imports
to the EC incréased from 44% to 48% of its total importl.28

In summarizing the significanc..of this trade patterm, the

: ;ommgnity's Development Commissiogef, Claude Che&uson, noted

v.--
I
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in 1977 that "in the course of the past three years the Avub
World has become the first client of the EEC"-29 Tablo 11.36
Compares the shares of the Arab World in The EEC imports and
exports with.thcsa of the United States and Japan which woire

the other major pertners of the EEC.

Table II: Arab countries, U.S., and Japan Shares of the BEEC
Imports and Exporcs Between 1974-79

‘Trade

Activity Imports Exports

Year —

U.S. Japan Arab U.S. Japan Arab
1974 8.3 1.8  12.8 6.9 1.2 4.5
1975 10.0 1.9  1G.3 6.5 9 6.3
1976 8.2 2.1 16.3 5.6 | -9 6.5
1977 7.5 2.2 %.5 6.1 9 6.9
1978 7.8 2.4 5.1 6.4 1.0 6.8
1979 7.8 2.2 9.2 5.9 1.1 6.9

If counting the Arab siare in terms of the EEC'S extra-
community trade, the Arab cégntrics would account for 13.5
percent of the extra-Community exports (more than ths total
exports to the U.S5. and Japan tqgeth;r), and 20 psrcent of

31

the extra-Codmunity imports.
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Adding the oil factor, the volume of intbrﬁopen&&nc.
would be higher. Betweaen 1§75'and 1979, the Arab oil producing
‘countries contributad between 46 and 49 percent of the over
all EEC fuel products imp&rtl. If we counted in terms of
extra-Community fusl products 1m§orts, this percentage would

32

increase to an approximent average of 60 poréont. In terms

of petroleum only, Arab countries counted for 70 percent

34

of thae Eufopean imports

The oil factonj.howavor, did not count only for the
supplies df_Eu?bpean cﬁuntriea. Xt also-counted in a wide
variety of subjects.related £§ the. international monetary
system, aid to developing countriaes, the North-South dialogu035

"and other financial and economic issues. The spilling over of

interd?pendence inio the fields of trade, finance and ;nergy
| necessitated the establishment of the EAD as a forum to

regulate these fields of cooperation. In this regard ths

October 1973 war counted only as a catalyst to a process

already bagun almost a decadg¢ before the war.

Consoquantly, although the EAD started with a political=-
sacurity content, the dialogue has manifeated the complex
interdependence betwamen the fwo regions. In terms of organiza-
tion while the EAb structure wasz on the level of political
committ355=on both side=m, other actors soon entered into the

Picture of the dislogue. On th@»European side, as was montioned




gbova, the dialogue was undcr the auspices of the Europcan
Political Committee. However, because of the overlap betweon
the political and non-politizal matters, the European Commis-
=ion played an increaaiﬂg fole. Furthermore, the possibiiitiy
was envisioned, and was inde¢=d the case, that the normal
political cooperation practice of meeting only in the capital
of the Presidency would be broken, and that & number of the
mestings would be held for practical reasons in Brussols.

The EAD proved to the Buropean side that the orthodox ‘
distiqction between "high politics" of security and “iow
politics" of economiecs was not valid in the case of compiex
inter&epandénce. Indeed, the EAD contributed to the establish-
ment of a new and unique rei&tionship betwean the two Europesh

36 -

inatitutional frameworks.

-

Un the Arab side, the EAD contributed to the development
of the Secretariat of the A;ab lLeague and its role in integra-
ting the Arab position. We have to keep in mind that tha Arab
League represented a far less integrated political and economic
community than the EEC, Theqprocesa of the EAD, however, proved
beneficial to'enhancing the rols of the Secretariat of the
Arab Lengue in integrating various Arab positions on the
isgues of the dialégue. Dne'European Qommeﬁtator on the dialogue
stated that in the later st&ges of the dialogue Arab Leagus

delegates "appeared to be botter prepared than the Eurcpsans®.
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"Pariicipants have baen su;prised by the quality of many

of the Arab officials and tha discipline that the Aéabs havsa
been able to maintain putting toward common negotiating
stancea."37 Essentially, ého Arab institutionai framework
that evolved through the EAD waa a mirror image of the
KEuropean procpdures‘which in turn enhanced the integrative

ideals of the Arab League.

In addition to the involvement of the EEC and Arab
Laague bureaucrﬁciea as active actors in the dialogue, a
'large nuﬁﬁer of techn&crats and industrialists were gasaential
to the EAD..Having established seven Horking groups to deal
with Infrastructure, Agriculture, Sclientific and Technical
Cooperation, Trade, Finance, Transfer of Tachnology and Social
and Cultural Cocperation both‘organizationg had to rely on a

large number of Arab and Edkopean institutions to handle the

complexities of multinational negotiations in thesas flelds.

The EAD agenda was flexible in order to deal with the
various: subjects of the dialoguc. In upité of the. priority
given to tha security issue area regarding the Araanaraeii
conflic£ and the Palestinean question, particularly from the
Arab side, this arsa did not dominate the.agsnda-of the
&ialogué. The. aconomic and technical ilssue areasn weﬁo soon.

to surface, according to their gignificance.and the difficul-

" ties in dealing with them, as subjects of increasing importance




Indesd, these issue areas kuopt the dialogue going for eight
yearé in spite of several political interruptions such aa

the American objections, the PLO representation, European

:

Israsli relations, and Sadat's peace initiative. Each time

any of these political argac seem to hinder the continuation
of the EAD, the parties camé to a compromise, liks the Dublin
Formula or depolitization of the issue and continued to

investigate other areas of cooperation.

Moreover, the EAD has managed to achieve certain rosults
in the non-political dissue é?eas. These r¢sults, though iimited,
ware a4 munifestation of theiintardapendence forces betweén the
two régions. Some progress wﬁs made on projects for the improve-
ment of infrastructure and agriculture in the Arab countries,
and feasgsibility studies weré under way in connection with
port development in Syria, an irrigation scheme in Somalia,
meat production in Sudan, aﬁd potato farming in Iragq. Anocther
liat of feasibility studies':were to be done in fialas of -
industrialization, culture a;d ;ocial questions, and scien-

38

tific and technological coopsration.

The prospects of going beyond this feasibility stage
was to be seéen as nceding long-range development plans,
particularly in the more sensitive areas of industrialization,

finance, truade and technology transfer. There was always tha

'
-
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~ logic that putting the various EAD projects into: action-
would create a competitive Arab economic power which, in.
turn, would depriva kurope from itas markets, There was,
however, the other logic of interdependence which maintained
that the iszsuss at stake were not a zero-sum-~-game by which
one of the parties wins and the other looses. The industria-
lization of .Arab countrias with Arab capitil will give Europe
the possibilities both for an initial expert of European
technology and capital goods and eventually for long tefﬁj‘
advantages of new consumer-oriented markets. Claude Cheysson
summarized this view in a speach at the Conference. on Europe
and the Arab World in 1976: ‘

As wa help those countriss industrialize,

we are going to build up competition for

our own markets as we open these to develop=-=

ing countries and help the latter begin. to

penetrate them, bui the rate of development

grows much faster than this compotition.

Alrgady now....our exports of stagl to

developing countries aro increasing, although:

the latteris capacity to produce stael is

also increasing. For thim expansion. is .

happening less rapidly than their requlra-

mants deiiand.

From. the complex interdependanco reint of view the
difficulties that faced the EAD wore temporary. Ome of the
EC publications stated in easgessing the Dialogue;_“%im@:ﬁust:

be- given time to do its work Q goas the pld-adaga~andrthi@

why. the Bura-Arab Dialogute...is-only having tecthing troubles




and holda out great hopes?&g Interdependence betweén the

two regions continued to be substantial, and time will give
this fact its political an ;nstitutional exprossions whother
in the form of the EAD'oraoéhor forma. The EEC shayo of total
Arab exporta was 29% in 19@4- Although that was a dacline

of 10% since 1975, it marked an increase in absolute terms
from 59107 million dollars ii 1975 to 36449 million dollars

in 1984. In terms of Arab imports we witness the samo phenomcnon.
The EEC shays of total Arabkimports was 38% in 1984; a declino
of 3% since 1975 and 5% sinép 1980. However in absolute tormy g
EEC imports marked an iricreades in absolute térms from 17188
million doilﬁrs in 1975 to 45153 in 1984, For the EEC, the
trade with the Arab World iélno le;s in importance. In 19580s
the Arab shaves in the EEC ;xporta for the years 1980, 1981,
1983, 1984 arae: 6.9%, 8.7%, 9.5%, 8.8%, 7.7%. For EEC imporis,
the Arab shares for the samé;peri;d are: 11%, 11.2%, 8.4%,
6.7%, 6.1%. Although stnfisf@qg show a relative deocline in thg
Arab shares in both accounté; they continue to be a significant
Percentage in the over all trqde of the EEC and in comparison
with its major trading partd@rs. There is, however, anothar
important difference. The EEC starting from 1982 échieved a
significant surplus in its bélance_of trade with Armb_worldz

7 billion dollars in 1982, ii billion dollars in 1985 and 9
.billion dollars in 1984.41 In te;ms.of oil, the ECC countriss

continue to depend on the Arab production. Conéequently,

I
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Euro-arab cooparéiion will continue. In 1984 a mini-dialogue
started between the EEC and the Gulf Cooperation Council
(GC&). Although up to 1987 the dialogue did not take off
the grounds, it repreaéntad a sign of the insistance of both
sides an finding ways and means to adapt to changing circumn-

stances.

3- The EAD: Power and Intardependence:

In the previous two sections we discussed the EAD i;
relation to two prevailing theories of international rela-
tions. The "realipt" theory highlights the politicale-sscurity
is;ua areas and emphasizes the rules of a zero-sum-game in
the Eure-arab interactions. The sssence of the EAD, accordingly,
is the European desire for good public relations with the Arabs
in order to avoid another oil.embargo until Europe 1s able to
raduce its energy dependence. For the Arabs, the EAD represents
an avenue for isolating Israel and creating:an international
atmosphere more favorable to the Arab causs. Consequently,
the EAD is atmospheric more than real cooperation. The geography,
history, culture and the balance of their power capabilitiss
makes the cooperation betwescn the two region: temporary and

limitaed.

The theory of complsx interdependence stresses the socio~

cconomic issue areas and emphasizes the rules of non-zero-sum
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game in the Euro-Arab interactions. In this inastancé, the
essence of the EAD is the growing interdependence between

the two regions in the fields of trade, finance and energy.

The results of the dialogﬁe are limited only by the seasitivity
and vulnerability of each regilion regarding a specific type of
intafaction. The securitﬁ-political issue ardas do not repre-

sent a top priority in the agenda of the dialogue but rather

one of the priorities which will change through timaé.

From such an exumin&?ion, we can initially conclude the
following: first, neithef?of the two theoriss offers a co&pre-
hengive interpretution of the EAD and its procesaes. The
"realist! theory does not help us understand the continuation
of the EAD for eight ysars and the emergence of tha ECC-GCC
dialugug in spite of the éénflicting ob jectives of the two
parties, nor does it expléin the growing roles of the Commis-
sion or of the Arab Leagueﬁduring the time of the dialogus;
nor the absence of EurOpea% military pressure to aéhieva
furopean objective. The inierdependence theory rails to
interpret the limitedness Sf'the EAD achievements and iis
slow motion nor it gives‘aﬁkwar to the question of why the
EAD came to an end?. It do€a not even explain the lack of

enthusiasm of the partias to commit themselves to future

cooperationt
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Second, the examination of the two theories runs ageinst
the prevailing simple image of the EAD which pictures the
Arabs as primarily interested in a political accord and the
Eurcpeans as almost exclusively concerned with reaching
advantageous sconomic agreements, Elements of political and
economic .incentives for both regions have arisen in the

process of thé EAD. One of the EEC publications conceived

* The EAD as "an alternative to a choice betwesn the two

suporpowars".42

Uunderstanding the EAD requires the comprehension of two
types of trends in international relations.  'First, the trend
of power politics stems from the fact that since World war II
inte;national politics has been dominated by a bipolar political
systam. Second, the treud of interdependence stoms from the
growth in world trade, the independence of the underdeveloped
countries and the revolution in communication and techmnology.
Both trenda are interrelated in a dialectical manner. In the

esarly 13708 when the Cold War was replaced by detente, the seads:

of a multipolar international system was in the making. In
such a system, new powers like Western Europe and the Arab
region can play a greater role in world politics. The process
of interdependence can manifsat itself more through the
‘different k;nds 6f dialogues known at that period. We have:

just to notice the similarities between the EAD and the North-

o e e A Tt s e o
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South dialogue to realizae that both atem from the samo kind
of intexjdepend-ence.' Four Arab countries, Algeria, Iraq, S5audi
Arabia, and Egypt, were &mong the 19 countries representing

the Third World in the North-South dialogus.

The EAD's future was tied to the continuation of detente.

However, with Russian Ilmtervention’ in Afghanistan, the growing

_American military presence in the Middle East, and the

intensifying of Soviet-American Cold War activities in Europe,
Africa and Central Americé} the- forces of interdependence

have to lend themselves to;the forces of power and security.
The EEC will be moro incliéed to adopt increasingly the
American position in worldlgffairs; The polarization in
international politics wiliglead to similar polarization

in the Arab world which, in turn, will inhibit a real
coordination in the Arab pogition.

w

The Arab-Israeli conflict is another determinent of the
future of the EAD: The contiﬁuation of the occupation of Arab
territories by Isarasl (a faikbful Western ally) and the
unsolving of the Palestinea%iquestion will keep the EAD
under severe constraint as i; already evidenced in the
Jialogue's history. The Arah;lsraeli confli§t does not only
upérade the political-sécuriiy aspacts of the dialogue, but
elso more often than not fraéments_the Arabs and European;a
positions and makes the coor&ination of policies of each

region more difficult.

[
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The fﬁture of the dialogue, therefore, is dependent on
the decreaée in international tengions and the re-emergencse
of detente as well as the solution of the ArabeIsraeli conflict.
Thare are, however, two additional factors. The elites in both
regions have to believa that the EAD is beneficial to both
ragions. The EAD demonstrates that the two trends mentioned
above exist amﬁhg the Europeans as well as the Arabs. The
-belief that the EAD ia not a zera-sum-game and the enlargesment
of the pie- as the'subject of the dialogue, will give the EAD
its nscessary intellectual direction. Finally, the mores each
ragion accelarataea its own internal growth and interdependence,
the greater thes prospect of success for the EAD. Without
increasing the cohesiveness of each region, the EAD will be
a subject of manipulation by every single nation-state trying
to achieve narrow national_goala. The logic of interdependence
requires the enlargement and the strength of the participant
units. Only then the EAD, like the phoenix, can come out of

the ashaa,.
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THE MAIN STAGES IN THE EURO-ARAB DIALOGUE

16 chober 1973

6 November 1973

28 November 1973

10-14 December 1973

11 February 1974

10 June 1974

31 July 1974

16 September 1974

The six ministers for oil of the six
countries of the Gulf in OPEC
decided on unilateral oil price fixing.

The Nine issued a joint declaration on
the Middle East.

The sixth Conference of -Heads of Arab
States {(Algiers) made a declaration
intended for western Europe.

European summit in Copenhagen. Four

Arub ministers, delegated by the Arab

sumeit in Alglers, were received by

the President in office of the Community. )
1t was decided to develop long-term financial
technological, economic and cultural
ceoperation between the two regions.

The Council of the European Communities took
a decision accepting the principle of the
Euro—-Arab Dialogue and invited its President
{together with the Commission for matters
within the Communities' jurisdiction) to
start talks with the Arab party.

The ministers for foreign affairs of the Nine
met in Bonn within the political cooperation
framework., They approved a memorandum providing,
in particular, for close collaboration on an
overall scheme by political cooperation and the
Community at all stages.

The first official meeting of ministers in
Paris, attended by the Minister for foreign
affairs from Kuweit, the Secretary-general of
the Arab League, the President of the Commission
of the European Communities and the President in
office of the Community. They discussed, in
particular, the organization of the dialogue
{the General Committee, the restricted group
and the ﬁorking parties).

The ministers for foreign affairs of the Nine

met within the political cooperation framework
and approved a document giving details of the

structura of Eurcpean coordination.



28 October 1974

14 November 1974

26 November 1974

18 January 197%

13 February 1975

26 April 1975

8 June 1975

10-14 June 1975

22-25 July 1975

20 October 1975

22-27 November 1975

18-20 May 1976

-32- . .
The Arab summit in Rabat accepted the
principle of the Eurc-Arab Dialogue and
agreed it should begin according to the
principles that had already been laid down.
It algo recognized the Palestine Liberation
Movement (PLO) as the sole representative of
the Palestinian people.

The Arab League asked for the PLO to take
part in the first meeting of the General
Committee, scheduled for Paris on 26 November.

The meeting of the General Committee failed to
take place, as the Nine had not invited the PLO.

Representatives of the Nine and the Arab group
met in Cairo to seek ways of continuing with
the Dialogue.

The ministers for foreign affairs of the Nine
met in Dublin and formulated a proposal whereby
a single Arab delegation and a single European
delegation would attend Euro-Arab meetings.
Each delegation would contain experts, present
as such and not as representatives.

The meeting of the Council of the Arab League
accepted the Dublin formula. The Council asked
the Secretariat general to further contact with
the member countries and convene a conference of
Arab experts to prepare a joint platform. It
asked the Member States and the PLO to appoint
their experts.

Arab experts met to prepare the first Euro—Arab -
meeting..

The first meeting of Eurc-Arab experts was held
in Cairo. A joint memorandum on the principles,
aims and scope of the Dialogue was adopted.

The second meeting of Euro-Arab experts was held
in Romez.

The Council of the Arab League asked its members
to meet to draw up joint proposals and to hold

preparatory meetings at expert level.

The third meeting of Euro-Arab experts was held
in Abu Dhabi. ’ ’

The first meeting of the General Committee was

—_—— e = —— e e
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held in Luxembourg at ambassadorial level
and according to the Dublin formula.

|-F AN

10-12 February 1877 The seccond session of the General Committee
was held in Tunis.

~ R

T

26-28 Dctober 1877 The third session of the General Committee
was held in Brussels.

e

3-4 April 1978 The ministers for foreign affairs from Syria,

' Iraq, Seudi Arabia, Sudan, Algeria and Morocco
met in DPamascus and announced they were in
favour cv expanding the Euro-Arab Dialogue.
They mad: recommendations for this to the
members of the Arab League.

RES -~ - U

p - May 1978 The Geneial Committee, which ought to have held
A its fourth session in an Arab capital, was
unable to meet.

) 9-11 December 1978 The fourfh session of the General Committee was
fe held in Damascus.

March 1979 Egyptian~Israeli peace treaty was signed.
) Egypt was suspended from the Arab Leagus
and the organizations headquarters moved from
Caireo to Tunis.

April 1979 All EAD activities was suspended upon the
' request of the Arab League.
- Jecember, 1979~ A series of meetings between the pecrétary
March 1980 general -of the Arab Leagué in Tunis and

representatives of the Presidéent of the
Europeain Commission in London, Tunis and Home.

June 1980 The Heads of State and Government of the EC
met in Venice and renswed the interest in the
EAD in a declaration emphasized "“"The mead to .
develop the political dimensions™ and "The
advisability of a political meeting bétween the
two parties",.

OIS Y

November 12-13, The Dialogue was relaunched again in Luxemboury
1980 in the meeting at political level held in
Luxemburg. It was agreed that a meeting of
* ministeras should be held before the summer of
1981 to discuss political and economic mattcrs

1981 The schéduled maeeting did not take place. After
a geries of ‘postponements, the idea was droppec
The EAD-cuame to an end.

e
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s 1. Introduction:

Seven members of the Arab League have enteréd

. info agreements with the EEC within the cohtext of 1its
Global Mediterranean pclicy. The Magreb countries (Algeria,
Morocco and Tunisia)l and the Mashreq countries (Egypt,
Jordan, Lebanon and Syria) signed these agreements in
1976 and 1977 respectively. The agreements were negotiated
in accordance with the decision undertaken by the commu-
nity at the 1972 Paris summit meeting to negotiate cooper-
ation agreements with the Mediterranean countries on
the basis of a balanced global approach which would
ihclude trade concessions ana economic, technical and

financial cooperation.{i)

The Mediterranean policy was motivated by a number
of strategic, economic - and political factors. The inc-
reasing Soviet naval 4§resence in the area emphasized
the significance of shstaining and expanding European
influence in an improtant transit route for part of the
commuﬁity‘s 0il supplies:. Economically the Mediterranean
basin 1is an important -~outlet for EEC products and one
of its sources of o0il sudpplies.. The Mediterranean policy
can also be regarded as an instrument in promoting the
EEC as an economic péwer inthe international system.

Such a status entails a number of responsibilities including
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active participation in the development of third world

countries. Lacking the overall means of influence poss-

‘essed by the superpowers, the EEC has relied on trade

relations in order to Vexpand its sphere of influence

within the global system.

The Magreb and Mashreq —countries on the other

hand, saw in agreements with the EEC a means to overqgﬁé

some of their economic problems. These countries suffer

to varying degrees from over populatidn, youth unemploy-

ment, rising food imports,.narrow range of industries,
small domestic markets, shortage of foreign exchange
earnings and dependence on overseas markets. Further-
more the agreements with thg EEC provide an alternative
for alignment with a néw type of great poweror at a
minimum the possibility of diversifying their relation-
ships with other centres of power besides the two

dominant ones.

The purpose of this chapter is to analyze the

implications of the Mediterranean policy for the deve-

‘lopment prospects of the Magreb and Mashreq countries.

The impact of core-preipheryrelations on the development.

- prospects of the latter group has been discussed:  in

.-

K
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the Iiterature within <he context of two approaches.
he first emphasizes the positive impact of such inter-
action, while the second emphasizes its negative impact.

The first approach, which 1is adopted by the

EEC, regards trade and aid as important instruments

in the achievement of economic growth in the third

world. Such growth, in turn, would result in social
progress and the imprévement of the educational and
health standards in these countries. Since developing
codntries need to increidse and diversify their exports,
a preferential systém of commercial) exchanges wouald
help in this regard.. .fhe Lomé convehtion, the Medi-
terranean policy and the generalized system of preferences
all provided for such breferential treafment. This
belief in the positive "contribution of foreign trade
to develépment is consistent with the .EEC function
of encouraging trade bétwéen its members and the neo~
classical theory's emphasis on the positive effects
attained by third world éountries through their participa-
tion in international trade. The EEC also regards aid
as an important asset in improving the infrastructure
in third world countriés and raising their level of

expertise and skill.(z)
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The second approach wﬁich is advocated by some
scholars 1like Galfung, emghasizes’ the negative impact
of core~preiphery relagions on the development prospects
of the latter groups. ip studying the European cbmmunity

(33 he characterizes the

as a superpbwer in the making
relationship between the EEC and the developing count-

ries as one of domination or imperialism based on three

main components: a) exploitation defined as the vertical
division of labor. b) Fragmentation whereby the develop-
ing countries trade relations are mainly bilateral
with core countries, with _little or ' no intéractions
between the developing -countries themselves. ¢) Penetra-
tiah ~whereby elites_ in developing countries tend to
identify and depend on their counterparts in the EEC.
Galtung believes that ’thére is no difference between
the EBEC policy towara "the developing countries and
the policies followed by the individual European coun-

tries during thé colonial era. In both cases these

core countries have reaped the benefits of the inter-
action to the detriment o©of the developing ones. "On
the contrary, the giant size of the EC empire may make
the strugéle for eqﬁity more difficult. Conclusion:

trade with the EC is wnswaldable . But close participation




S ~43-

in this system is not in the interest of the less deve-

loped countries and should be avoided."

It is believed .that both aforementioned approaches
have over extended their cases and cannot be used in
isolation to explain thne implications of the Mediterr-’
anean peolicy for the development propects of the Magreb
and Mashreq countries. The EEC has not been able to
live up to the promises it set.forth in such a policy.
While the EEC committed. itself to, applying liberal

pfinciples, the common commercial policy was not only

dictated by principle, but also by self interest. 1In

its efforts to ease the difficulties faced by'the member
states, 1t tended to neglcect those encountered by the
Magreb and Mashreq countfies. in other words the EEC's
contribution to their 'develcpment is conditioned by
the problems which the community faces and is likely

to face in the future.

Galtung's approach would explain the vertical
division of labor betwéen the Magreb and Mashreq coun-
tries on. the one hand and the EEc on the other. The
lormer's exports have Been mainly composed of raw ma-

terial while their imperts were predominently manifactured
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or semi-manufactured goods. The Mediterranean policy

"has not had a significant impact on the direction of

the Mashreq and Magreb countries' trade. it has mainly
sustained core-ﬁreiphe%y tfade relations while working
to 5§me éxtent against ecnouréging trade and cooper-
ation between the Magreb and Mashregq codntries..However,
such an approach would- neglect any positive Jimbacf
of ' the Mediterranean policy on these Arab countfies.
Furthermore, it tends to blame the problems encountered
by these countries on the EEc withouf due regard to
the structural economic deficiences in' these economies

which might hinder fheir ability to take advantage of

some of the provisions offered by the Mediterranean

policy.

In studying the implications of the aforementioned
poliéy fér the development prospects of the “"Magreb
and ‘Mashreq countries, the ahapter Wil pfoceed in two
parts. The first outlines the Mediterranean policy
in p;actice'and the second deals with available policy
options for impfoving the contribution of the Mediterr-
aneén policy to the development of the Magreb and Mash-

reg countries.
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2, The Mediterranean Policy in Practice:

Despite the strategic, economic and political

interests of the EEC :in the Mediterranean area, its
i

policy until the early{ seventies developéd in a rather
piecemeal .fashion. The Rome agreement did not provide
its mambers with a framework for developing their rela-
tionship with the Mediterranean region as a whole.
Partial guiding lines ﬁor such a relationship were
presented in the aﬁnexed geclaration. The annex provided
for the possibility of :%n association with couhtries
which had been historicaliy linked to some of the member
states. Lacking an agrééd overall conception of its
own, the EEC reacted to ?equests from its Mediterranean
neighbors for increased :cooperation. Cooperation with
thé Magreb and Mashreqf;cguntries, particulariy with

the latter, cannot be viewed only within the context

I

of these countries interests, but also within the context
of increasing cooperation between the EEC and Israel,

Ever since the Rome agreement Israel was bent on inc-

reasing its relations with the EC. Economically Europe
was an important outlet for Jsraeli produclts and poli-
tically, Israel's isolation in the Middle East necessi-
tated sustaining relatiéns with Europe. During the

EEC-lsraeli negotiations for the conclusion of a
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" .preferential * treaty in 1969, France fequested that

this progress should bé linked to adopting a similr
approach towards the Arab countries to assure the
EEC's balanced relatigps with both the Arabs and Israel.
In other wordsthe EECEIsrae;i interéctions have accele-
- rated the emphasis on developing closer relations with

(4)

the Arab countries. Given this interest in a_balan-

ced approach and the prospect of the EEC enlargement
to incldue Britain, Denmark and Irel#nd a more systeﬁatic
and coherent approach towards the Mediterranean area
was needed. Such an appfoach ¢rystalized in the 1972
Global Mediterranean  policy. However, unlike the Lomi
.agreements it aid not result in a collective agreement.
The piecemeal beginning o©of the cooperation with the
Mediterranean countries; “ihe vast differences in their
levels of development. ané political systems and most

.importanﬁ the cconflicts and tensions in the area,~made

such- a collective agreement: highly unlikely. Bilateral

agreemenﬁs with each of ‘the Mediterranean countries
within the context of the Global approéch quld-enable
the. EEC to achieve a kind of balanced relationship,
(eex. with Arabs and Isfaelis) without having,#to apply

pressure on either side. Actually with its emphasis
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on the importance of & balanced approached the EEC
has tilted towards the Israelis and was very reluctant
to use the leverage it enjoys vis-a-vis Israel in pressur-
ing it to adopt a morelf}exib]e approach in its conflict

with the Arabs.(S)

The cooperation agreements sidned with the Mashreq
and Magreb countries were guite wsimilar. They included
trade preferences financial and technical c00perétion
and thé'-establishment of Jjoint institutions between
the two parties. Agreements with the Magreb countries
also included special provisions on labor in view of

the large number of'Magreb migrant workers in the EEC

countries.

In the following "we will analyze the relevance
of trade preference, aid and labor ﬁigration for the
development prospects of the Magreb and Mashreq count-

ries.

A, Trade:

While the Magreb and Mashreg agreements include

sections on cooperation and migration {(in case of the

former) the trade provisions arc the most important

H
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part of the agreements.Tﬁey proviae several concessions
tc these countries on a non_—reciprocal basis and for
an indefipite pericd 'c?f time. Concluding them for such
an indefinite period LS an indication of the political
importance attributedl By the EEC to developirig economic

relations with these countries. In the agricultural

.field the concessions include admitting most products

to the community markets with tariff reductions ranging

between 20%-100%. However certain products were subject

to quotas and seasonal limitations. Duty free entry

was not granted to agricultural experts since some
of them were competitive with EEC products. In the
industrial field the agreements granted duty £free and
in principle gquota free entry to EC markets for manu-
factured products witﬁ'/ tlhe exception of x‘:efined pet-

roleum and some text_iles.' However in order to gqualify

.for such preferential treatment, the products had to

meet the "origin" requirement stipulated by the EEC.
In the case of manufactured products imported material
should not exceed a pre set value of the final product.

The rational for such a stipulation from the EEC-point

‘of view is that preferential treatment sSeeks to encourage

industrialization not merely the repackaging of manufac-

tured products.(s)while this stipulation works to
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the encouragement of Eooperation between the Magreb

countries it might work against increasing their cooper-

ation with the Mashr%q; and other developing countries.
: L -

Algeria,MOrocco,Tunlslaaand the community were considered

as one 2zone for the 'ﬁurposes of applying the origin
fule. Thus it constitdked a positive factor towards
increased cooperation bé%ween them. But probably hinders
increased trade with other Arab countries which repre-
sents only about 2% of'ﬁlgerian exports, 3% of Moroccon

- (7)

exports and 5.5% of Tunisian exports. The rule of

oriéin works against incteased cooperation on a regiocnal
level for the Mashreq countries,carrying out the different

industrial stages in a number of countries runs counter

. to benefiting from free entry to EEC markets.

-

In evaluating the implications of the trade
concessions provided by the cooperation agreements

for the development of the Magreb and Mashreqg countries

. P ’ ﬂ
it is important to consider the extent to which they

can be regarded as an asset. for increasing and diversify-
ing exports and stimulating the industrialization of
these coutnries. By increasing the Magreb and Mashreqg

export earnings they céuld help finance the imports

.needed for development. : Furthermore, the availability
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of markets for their exports could . encourage local

and foreign investors in these countries. Given the
availability of raw materials and the relatively low
wage levels, this co;ld be an important contribution
to their industrializaﬁion. A review of the Mediterran-

ean policy in pactice reveals that its contribution

to the development prospects of the Magreb and Mashreq

countries leans more towards being rather modest.

Tables 1 and 2 present the exports and imports

of the Magreb and Mashreq countries to the EEC and

their percentage to total exports and imports during

1979-1984. The importance of the Magreb and Mashreq

countriest exports to the EEC varies from one group

of countries to the oﬁher, The exports of the three
Magréb countfies- to the - EEC (with the exception of

Algeria 1979-1981) has ranged between 50% and 70% of

their total. exports. The importance of the EEC as a

market outlet for theAMéshreq countries has been quite
.impor£ant for Egypt franging between 44% ;nd 64% of
its total exports and .for ‘Syria (ranging Abetweén 31%
. and  60% of its total expérté). This.iig due to these
‘countries éil exports to the'EEC. Jordan and Lebanon's
exports to ' the EEC are very- low. They .export more

to the Gulf’and'the"MediatQ;:énean.countries.




Tale (1): Magreb and Mashreq exports to the EEC and its percentage to their total exports

1979-1984 (Million US Dollars)

Country . 1979 :i 1980 ‘ 1981 1 1982 1983 1984 |

Exports Exprots Exports Iébcports Exprots Exprots I

to EEC % to EEC % | to EEC % | to EEC % | to EEC $ |tOEEC % :
Morocco 1160.8 60 | 1365.8 56.7 | 1141.1 49.9\1119.5  s4.1] 1066.1 52 | 1071 S0.6 1 -
Tunisia | 1325.5  73.9| 1601 71,7 | 1503 61 |1132.4 57.3| 1078.2  60.7 1034.4 575 l|

s AIgeTian L oie e L 36250 Lig, 362716213 i £3008 6291 ¢ samaie 47.3(7922F 1 v 6 2075 - 59.8 5333 - 53.4- . HITH

Jordan 3.8 7 " 1.4 8.5 1.6 [10.2 1.4 | 22.4 4 |37.5 5.4 1 ‘%—-‘
syria 987.4 60 | 1333.4 63.3 [1377.1 65.5/992.7 a9 | 598 30.9{730.1 38.1
Lebanon 61 6.7 |68.5 6.6 |44.2 4.5 {60 6.8 |38.9 5.3 (48.5 7.2 '
Egypt 985.5 53.6 |1389.2 45.4 11354.7 41.9|1360.2 43.6 | 2424.2  53.2|2763.7 53.4i

* Source IMF, Direction of Trade Statistics 1982-1985 ' o



Table (2): Magreb and Mashreq Imports from the EEC and its percentage to their total imports

1979-1984* (million US Dollars).

1980

b

1979 1981 1982 - 1983 1984
Country Inprots Imports . Improts Improts Improts Improts
' from fram | fram fram fram from
EEC EEC ¥ | ERC % EEC % EEC 3 ERC 3
© Morocco 1783.4  48. 1895.9  44.8 , 1765.4  40.5 | 1790.3 - 41.5 | 1365 38 1401.8  34.5
Tunis 1743 61, 2239.2  63.5 © 2314 58.8 { 2143.5 63.6 | 1994.8  62.9 |1939.9 60.9
Algeria - 5315 63. 6611 62.6 '} 6432 57.1 | 5681  52.9 : 5677 7 54.6 | 6018  s58.4
. Jordan " 736.7  37. 920.2  38.5 | 1041.4  32.4 | 930.9 29.4 ; 908.1 29.9 | 879 26.8
syria " .1204.6  36. 1444.7  35.1 ! 1496.7  29.9 ' 1061.9 26.4 ' 1468.5  32.3 | 747.7 . 21.3
Lébanon - 1321.6  45. 1642.4  43.1  1528.5 40.3 ' 1597.2 46 1623.2 43.7 - 1289.7 43
Egypt 1559.5  40. 1920.4  39.5  3584.6  40.8 . 3590.2 39.6 - 5106.8  36.9 .5049.2 34.6
;] {

* Source IMF,

Direction .of trade statestics, 1982-1985.

B . T IR R
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On the import side, we find that the Mdgreb

countries’ imports from the EEC have generally been

. high as a percentageof their total imports. They usually

constituted between}@O%—GO%. In the case of the Masreg
countries, imports from the EEC were much more important

for Egypt and Lebanor than for Syria and Jordan.

The data show.that most of the Magreb and Mashreg
countries are highlyf dependent on the EEC. Within the

context of such depeﬂdence they run (with the exception

of Algeria) a contifiuing deficit in their +rade with

the community. (see t%ble 3).

-
[
2

if we look at E%e structure of exports and imports
between the EEC and ighe' Magreb and Mashfeq countries
we:find fhat primaryj?roducts'aCCount for a large per-
centage of their éxp;;ts to the MEC and the world at
large. Manufactured pfoducts account for the bulk of
their imports in both% cases. .[See table 4). With the
excéption of Jordan aé& Lebanon {where EEC markets are
of limited importance;.'and Tunisia, primary products

exceed 70% of exports:to the EEC and actually reach

90% in some cases. The relative increase in

T
g

g



Table {(3): Magreb and-Mashreq, Balance of trade with the EEC 1979-1984* (Million Us Dollars)

* Source: IMF, Diréction of Trade Statistics, 1982-1985.

Country 1979 1980 1981 1982 i -1983 1984
|
- . Morocco -622.6 -530.1 -624.3 -670.8 5 -298.5 -330.8
runisia -417.5 -638.2" P -8 -1011.1 © -916.6 | -905.5
Aglggfiq -1690 ~398 STt 2241 998 | 315
Jord .n . -732.9 -913.2 @ . -1032.9 -920.7 -885.7 |-841.5
syria -217.2 -111.3 { -119.6 -69.2 . -870.5 |-17.6
Lebanon -1260.6 -1573.9 ? -1484.3 -1537.2 | -1584.3 “1241.2
Egypt 574 ~531.2 L -2220.9 2230 -2682.6 | -2285.5
! |
|

-ﬁg -



Table (4): Magreb and Mashreqg Import and Export Structure percentages to trade with- EEC and the worl
£ of primary products .% of manufactured products : |%$ of primary products | $of manufactured
Country to total exports to total exports * to total imports products to total
| imports
world EEC world EEC ! World EEC World = EEC
Morocco 1981 A 75 : 29 25 5% 33 41 65
; : o
Tunisa 1981 66 56 ! 34 44 42 T 26 58 74
SOob T Ex Imps b7 S e ' : .
Algeria 1980/1981° 99 99 : 1. 1 26 15 74 85
Jordan 1981 58 47 R 53 37 18 1 63 82
' !
Syria 1979 92 83 ! 8 i7 42 25 : 58 75
Lebanon 1977 21 15 79 85 10 21 1 60 79
Egypt 1981 90 93 10 7 43 33 57 67

* Source yearbook of Foreign Trade Statistics, Thrid countries 1974-1981, volume B Mediterranean countries. Luxembourg

office for Oficial Publication of European Cammunities 1983.
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manufactured. exports for Tynisgsia is due to their export
of «c¢lothing to the EEC. Tunisia has had processing
deals with community companies who send it half finished

products to be processed using relatively cheap labor.

- The imports of the Magreb and Mashreq .céuntries
in general and from the EEC. are mostly manufactured
goods. Such import _concentration is . generally more
pronounced in the case of Magreb and Mashreg counties
trade with thé EEC than in their trade with the world .
at large. The fore going shows that thé trade structure
between the EEC and ‘the Magreb and Mashreq countries
has the features of relation between core and'preiphery
within the context of the wvertical division of labor

outlined by Galtang. (8},

However, éommunity expert studies' point. to the
fact that the share of agriculthral preducts in the
overall exports of these Arab countries has been in
the. main falling in .recent years and that they have
expanded their mandafactured exports to the EEC. This
is particularly true in the case of textile and clothing.

They also point to the fact that- while these countries



{with the exception of 2Algeria) run a continuing deficit,

(g)Despite

in some cases it has tended to decrease,
these improvements during the years where the trade
agreements have been’ enforced, they are guite modest

in comparison to the Mediterranean policy promises.

However, it is important to note here that the
deficit experienced by the Magreb and Mashreq counﬁries
and the structure of their imports and exports cannot
be taken alone as an indication of the limited contribu-
tion of the Mediterranean poiicy to the development
of . ghese countries. Tariff preferences are not enough
in themselves in iﬁcreqsing the exports and changing
the structue of imports and exports. The Magreb and
Mashreq countries must  have a surplus for export, or
at least be in a position to increase production suffic-
iently to generate a surplus. What is more,their prices
must be competetive in comparison to those of other
suppliers and they must know how to market their products.
Furthermore the policies: adopted by the Magreb and
Mashreq countries are important in 'determining their
economic capabilities and the structure of their imports

and exports. For example the aobjectives of the three
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Magreb countries vary considerably and this is 1likely
to affect their productive structures. In Algeria,
the guiding principle of the development plan has
been the attainment of economic development and 'self-
sustali:ning growth. Algeria's natural gas and oil reserves

have had an. important role in such developmant and

in minimizing- its foreign indebtness. Tunisia and .Morocco
are more .dependent on agriculture and efforts for

structural reform have not  been very successful.(loj

In other words, whether exports rise or fall
and whether the structure of imports and exports change
or not depends on measures taken 1in the Magreb and
Mashreq' countries as on the concessions extended by
the EEC as an import ;deétination . Furthermore the
level of exports and the ability of these codntries
to diﬁersify their economic structure 1is affected by
tﬁe‘ level of economic activity 'in the international
s_system'. Given the dependence of the Magreb and Mashreq

. " ‘countries on the international economy they are affected
by the ups and downs of other economies, particularly
the déveioped ones. Thus without minimizing the negative
impact of 'the ecohomic structures of the Magreb and

Mashreq countries. on their (failure to 1increase and
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Jdiversify their exports and the impact of the interna-
tional economy in general, a review of the Meditefraneén
policy 1in practice reveals that it has had a modest
effect on the developﬁent prospeqts of these Arab coun-
tries. Such a limited effect can be explained in view

of a number of factors. These include extending concess-
ions to other developing countries, the protectionest
EE& policy in the industrial sector and the common
agriculturall policy. The enlargement of the EEC to
include Spain and Portugal in 1986 adds further complica-
tians for the contribution of the Mediterranean policy

"in this regards.

The Magreb and Mashreg countries believe that
the policy has not liyed up-to their expectations. By
extending «concessions to other developing countries,

(1) The

the community has' eroded their preferences.
Méshreq and Magreb countries account for a small share
of the EEC imports from all developing countries. 1In
1983, for example, their share was 1less than 12% if
" Algerian apd Egyptian o0il and gas exports are included.
However, 1if such exports are excluded their share of

community imports declines to 3%. Given the importance

of these countries as Markets for EEC products (about
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144 of +total EEC exports) they £feel they deserve a

far better treatment from the community.‘12)

In the indusﬁriél sector the EEC has moved towards
increasingly protectioﬁist po;ices. Recession resulted
in setting  import limitations on some produéts like
textile and c¢lothing, shipping, steel synthetic fibers,
paper, machine tools and motor cars.!l3) Except for
textile and cloﬁhing these limitations were not of
majof importance to the Magreb and Mashreq countries.

These countries are mostly in the early. stages of indus-

trialization and have focused mainly on light industries

of which textile and clothing are of particular import-
ance. Given the importance of these industries to coun-
tries like Tunisia, Morecco and Egypt, the trade policies
of the community tow;rds textile and clothing could
have a negative impact on their developmental .prospects.
Thus it 1is the very Arab countries which are not rich
in o0il and _who suffer from economic problems -which
are . hit by these measures. The EEC under pressure from
its textile lobbies persuadgd Tunisia, Mofocco and Egypt
to accept voluntary export réstra%nts in 1978. Such
restraints are still in force- and have been émphasized

in ‘recent negotiations between the EEC and these three
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countries. For example in the agreement initialled
between Egypt énd the EEC on December 5, 1986, Egypt
was asked to agree to temporary and informal restraint
arrangement for the years 1987-198Y9. However such volun-
tary restrictions were applied for a single product,
cotton cloth. Looking .into the future, the EEC has
indicated its hope that if the present trend of improvement
in "the textile sector continues, it will be possible
to restore full free and unréstricted access for Egybtian
textile ‘exports to EBC markets when the community's
pr‘esent textile policy 1is reviewed in 1990.“43n other
words access to the community is conditioned by its
economic problems for which the Arab countries have
not been responsible. Thus -they ﬁave complained that
-it adopted a protectiohis£ policy towards them without
paying due attentionto its preferential partners' inte-

rest.(15)

However, these measures have not resulted in
a decline of these countries textile and clothing exports.
Actually within the context of the Mediterranean policy,
EEC imports from the major Arab textile clothing expor-
ters have been much less severely rgstricted than imports

from the Far East. Thus the -advantge the Arab countries
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«njoyed  were at the expense of other developing coun-
cries. ! 16)

Besides acting- as a restraint~ in the €face of
future expansion of the textile and clqthing industries,
the mere existence of restrictions by the EEC as a
reaction to its internal economic problems, casts doubt;
on the seriousness of édhereing to free access for
Arab exports. Such doubts can have a negative impact
on the confidence- needed for investment _and industrial
strateges in "the Magreb and Mashreq countries. The
doubts. may affect the general development plans of
these Arab. countries when they consider their future
industrial strategies. As one study indicates "Experience
suggests that whenever an economy which depends on
European outlets succeeds sufficiently well to become
a real competitor, - it is liable ¢to find supposedly
free entry whﬂiteda@ay. This casts doubts on the comm-
unity Mediterranean policy and the development pros-

pects it was supposed to-provide."(17)

Thirdly, the common agricultural policy adopted’
by the EC sets limtis on the possibly of increasingly

agricultured exports -on the part of the: Magreb and




Mashreq countries. This is particularly important for

Morocco and Tunisia where farm goods constitute a large

part of their exports to the EEC. Such exports are
not only limited by ‘tariffs, but also in a number of
products, by the system of ﬁinimum prices established
under the CPA. Such a stipulation was includad in order
to satisfy the interests of 1local producers, but works
to the deteriment of the external ones. The system
includes manipulation of the price levels of key products
according to politically determined criteria and tightly
rééulates the access of outside producersto the community
markets. Within the context of such a system, the rational
division of labor based on comparative advantage‘ is
not possible. In practice this system has a much stronger
impact than tariffs on the level of EEC food imports
and is actually the most important practicai constraint

on Mediterranean food exports.(ls)

Finally the accession of Jliortugal and Spain,
particularly the latter -poses problems for the future
development prospects of the Magreb and Mashreg countries.
While it 1is too early- to asses the actual impact of
the latest enlargement of the EEC in this regards, several

studies point to the negative impact of such an
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enlargement particularly in relation to Tunisia and
Morocco and to a lesser extent to Egypt and Algeria.(lg)
The enlargement 1is likely to pose further problems,
in varying degrees, for both the agricultural and in-

dustrial sectors.

These countries have been in éompetition with
the .new entrants, particularly Spain, for EEC markets.
They produce similar agriculturai products. Spanish

'.entry sécures privileged access for its products and
at the same time increases the levelréf EEC self-suffi-
ciency in Mediterranean type agricultural products. The
major vulnerable 'prc.nducts for the Magreb and Mashreg
countries are citrus fruits, early potatoes, tomatoes,
olive o0il and wine. Egybt might face some problems
in the case of potatoes and Algéria in the .case. .of
winé. However such préblems- would not be wvital for

their economies and are by far less significant than

'tﬁe probléms that. might face Morocco and Tunisia. Citrus
fruits and tomatoes are .important exports for Morocco
that will face acute competition from Sbainf For Tunisia,
) olive oil is a vital seconamic commedit¥, It has -built
: up its olive groves for exports .to the EEC and they

. ‘provide about -10% of all employment . An enlarged.




-6 5e

community could be about 20% in surplus by late 1980s,

i{ present trends continue.

Both Morocco ang Tunisia have 8 jinited scope to
find alternative markets for their traditional products
or to diVersifyto.ﬁew ones. Tunisia for example, expanded
olive o0il sales to Libys , but this is way below offseting
pOtentiél loses in the EEC. Furthermore land wused for
olive ©0il or citrus fruits (particularly for the former)
is not easily adapted to the agriculture of other pro-

ducts.

Enlargement may also pose some problems ih the
industrial sector for Morocco and Tunisiam and to& lesser
extent for Egypt and Algeria. These include textile
and_clofhing, footwear and steel. There is a possibiliity
that eniargeﬁent will accentuate Tunisiasn andMoroccan
problems (and to a lesser extent Egypt) in the textile
and clothing industry. Footwear is another area were
Tunléia.ﬁnﬂmorocb have expanded their capability. However,
within an enlaréed community there is a likelihood that
major Spénish and Portugase footwear producers will

add their voices to those of Italy and [FFrance to prevent
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growing footwear imports in the future. In the steel
industry the entance of Spain increases the productive
capability of the EEC, which is already high. This risks
damage to Egyptian and Algérian plans which aim at

producing and exporting.

On the positive side it might be argued that
~enlargement will make Spanish and Portuguse  markets
more accessible to products from the Magreb and Ma;;req
countries. For exémple in the case of Egypt, agreement
has been reacaed on. a new trade protocol.
The protocel signed in December 1986 modifies the
EEC-Egyptian cooperation agreement whereby Spain
and Portugal. will gradually dismantle their customs
tariffs for Egyptiaﬁ in@uétrial goods and provide for
a wide range of tariff . concessions for algricultural
products according to a set timetable. However, incre-
ased acces to Spanish and Portuguse markets will also

probably be conditioned by the problems the EEC is

likely to face in the future.

b) Aid:

The cooperation agreements signed with the Magreb

and Mashreq countries provide for the EEc to make financial .
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contributions to the economic development of these

countries. The purpose of such aid was to finance wholly

or partly projects aimed at:

- Modernizing these countries' infrastructure
and agriculture and promoting their industrializa-

ticon and diversifying their economies.

- Technical cooperation connected with the above
mentioned projects as for example, feasibility

studies, planning and choice of technology.

- fraining of staff to work and later to operate
such projects.

The amoﬁnt of aid is set in the financial proto-
cols negotiated every 5 years. However, aid has not
figured prominently in relations between the EEC and
the Magreb and Mashreqg countries. The aid granted by
the first and-second protocols was quite small specially
if compared with the needs of these countries and their
trade deficit with the EEC. The Magreb and Mashreq

countries have repeatedly voiced their dissatisfaction
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.with -such amounts. Figure one shows the amounts of

aid érovided by both protocols. While the amount proviaed.
by the 1981 protocol. shows an increase of 53% over
the first protocol, sdgh a figure should not be taken
at face value. The 43% increase in the price index
during - this period minimizes . the significance .of such
an increase. Furthermore, the breakdownm into. loans
and grants in the second protocol is less favorable
than in the first. 1n other words, the EEC aid has

not increased in real terms.(zo)

Some community éxperts believe that despite
the small size of such aid it can contribute to enéourag-
ing aid from other donors. "The community's involvement
in the financing contiac£s encourages other funders-
who have confidence in its serious approach. Its presence

w(27) However,

constitutes a sort of moral guarantee.
it is not easy to sustain such a sweeping statement

emperfcally.

The EEC has participated in a number of projects

in  the Magreb and Mashreq countries. as for example:

R e ——m e . -



Figure one

EEC -Financial flows to Magreb and Mashreg countries.
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- The ait chourait dam {Morocca)

- ' the Helwan project iEgypt)

- Training centres (Tunisea)

- the centre for scientific study and research
Damscus (Syria).

- " The Industrial Development Bank (Jordan).

While these projects are certainly likely to contribute

to the development of the Magreb and Mashreq countries,
the limited funds provided by the community decreases
the contribution -of the Mediterranean policy to the

H
development prospects of these countries.

However, the amouﬁt of aid provided to these
countries increases in~ significance if we add to the
above mentioned ‘aid,the BEC food aid and the aid provided
by the-rindividual European countries. For - example,
'Egypt receives important ﬁood aid, during the period
1979-1983 it received 200 million ECU in food aid (compa-
red.with.170 million ECU -in fipancial éid'it got under
the first protocol). Aid provided by bhoth the EEC and
the member states in- 1981, [or example, represented
about 45% of all official aid provided to the Magreb

(22)

and Mashreq countries. Yet, even such aid is not
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sufficient to .meet the developnental needs of these
countries. This 1limitation in the amount of aid is
further complicated by some problems in these countriés
.like those resulting from the waste of resources and

complicated administrative procedures.

c) Labor Migration:

Agreements with the Magreb —countries include
provisions on labor in view of the large numbers of
their citizens who work in the EEC countries. A number
of princip]es.in the agreement covered the free movement
of labor in EEC-Magreb relations. these included:

- Non-discrimination regarding working conditions
and pay for the Magreb nationals working in
the EEC countries.

- Magreb naticnals would enjoy the same social
security benefits 1like community nationals.

- Magreb nationls can add togcether all periods
of insurance, employment or residence accumulated
in different member states. This can be used
in tern to claim social security benefits.

- Magreb nationals would receive- family allowances
for members of their families who are resident

in the EEC member states.
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- Migrants were.  granted the transfer of pension

or security benefits to their home countries.

r
)
H

For thé Magreb countries such provisions have
two main advantagesl The first relates to labor remitt-
ances,'whiie-the second relates to its impact on unem-
ployment in"these countries. In the Magreb countries
labor ?emittances are a source of their foreign exchange.
Such remittances -are more important " for Morocco than
for Tunisia and Algéria. In 1982 they constituted 5.7%,
4.5% and 0.6% of the GDP of Morocco, Tunisia and Algeria
respectively. Remittaﬁces in. Morocco, come immediately

atter exports as a souurce of hard currency.(23)

Secondly migrant—.workers can act as a safety
valve which cou}a contribute towrds stability-andmsmooth
political evolution in viéw of the fact that they reduce
uﬁemployment in urban areas. -

Yet freedom of movement for labor migrants can
‘pose some disadvantages to the Magreb countries. The
attraction of these countries for foreign investors,

due to thé availability of relatively low wage labor,




might decrease if cheap labor is found elsewhere. Migra-
tion can result in creating labor scarcity in certain
sectors with the result of raising local wage levels.
Thirdly, it 1is the gounger generation which tends to
1eQVe, a matter which might have negativé répercussions
for the demographic structure of the Magreb countries
in the future. Finally, the EEC in many cases draws
from the limited number of skilled labor which is impor-
tant for the industrialization process in the Mégreb
countries. In view of these potenﬁial disadvantages
along with the probabilities of reduced remittances
due to migrant unemployment, it cannot be confidently
asserted that in the long run the provision of free
movement of labor between the EEC and the Magreb countries
definitely serves to p:oﬁote economic development 1in

these countries.(24)

3. Policy options and conclusion:

Thr previous section shows that the Mediterranean
policy has not lived up to the promises it set for-
th and consequently to the expectatiomns of the Magreb
and Mashréq countries. What are the policy options
open to the EEC to improve the positive implications

of such a policy to the development of these countries.
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There are two broad policy options, the first
relates to trade measures and the second to technical
and economic cooperatian. These options are complementary
and not mutually exhahsiiva in other words both have

to be used if the Mediterranean policy is to.achieve

its required objectives.

Trade 'measdres includé concessions and compeﬁsa*
tion. Uoncessions include reducing Ehe current  obstacles
set by the EEC. The community's import barriers have
taken three forms, tariffs, gquotas and'for agriculture
the minimum prices. Tariffs are relatively speaking
a minor obstacle, since they are generally low. Further
tariff reductions could have little impact on the Magreb
and Mashreg countries ™ exports. Concessions have to
relate to quotaé ‘and minimum prices for  agriculture.
One 'possihility could be Lo treat certain -products-
like olive oil from Tunisia or tomatoes from Morocce as
if they were part of the EEC domestic production. Another
would be removing textile restrictions. One of t-:l}e factors
which may help in relaxiﬁg the EEC restriétion in both
agriculture gng inaustry relates to thé-roie the northern
EEC countries déh piay in compensating their southern

Eurcpean partners for some of the 1losses which ~can

S
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result from the relaxaticn of restrittions. The southern
EEC countries advocate protectionism due to the effect
of relaxing restrictiops on their fruit and vegetable
produces and their t%xtile and clothing industries.
The ndrthern countries on the other hand are much
less affected ;n this nagter However, they regard
support for the southern Europeans as expensive for

their budget.

The second trade measure includes EEC - financial
combensation for products that might suffer from loss
of "EEC markets._ Yet, resorting to compensation should
not be the primary option for the EEC. It. could be
reéarded as a temporary and last resort measure. Such
an option may raise résentment on the part of some
Mediterranean countries who feel they have not been
adequately. compensated. Secohdly and more important,
compensation cannot be a development strategy. Despite
'these drawbacks adopting " a compensétion policy could
be iméortant for some products in the Magreb counties,
namely Tunisean olive o©il. As indicated earlier 10%
51 the Tunisian labor f{orce is involved in olive oil

production and adjustment of production faces difficulties

’
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since olive grows where little else can. Compensation
in this case may be the only alternativé to deing noth-
ing_(ZS) E

The second broad policy option relatées to sus—
tainéd' éEC efforts in economic and technical coopera-
tion. This has been strongly emphasizéd in recent EEC
directives. The guidelines for economic ‘coopq;aﬁion
outlined by the EEC commission in 1985 proposed that
the community should narrow the focus, concenﬁrating
its resources on just a few target. areas with a view
Lo establishing a longer term approach. Future coopéra—
tion it suggested should fall under 3 main guidelines.
The first relates to redﬁcing the present dependence
of the Magreb and Mishreq countries on .food imports.
In this regards it outr;ded the EEC interest in support-
ing counfries like Egypt and Algeria to improve domestic
food production. The second policy objective was to
use industrial, scien;ific and technical cooperation
631€ means of bringing about a greater degrée of comple-
mentarity between the economies of the two sides. The

third element is support for regional and multilateral

cooperation.
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All these activities will need money. The EEC
commission hoped that the overall sums to be allocated
for the new financial' protocel will not only be increa-
sed to take account of inflation, but will also allow
for the need to improve cooperation along the lines

(26) The negotiations for the third financial

suggested.
protocols 1in 1987 will show how serious the community

is actually ready to implement these policy directives.

In conclusion ifi is important to emphasize that
while the Mediterranea% policy is not the cause of
the economic problems “facing the Magreb and Mashreg
countries, its contrigution has been rather modest
in easing them. Efforts for easing the difficulties
of the EEC member st;tes have been at the expense of
a more positive contribqﬁion to the development prospects.

of the Magreb and Mashreq countries.
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i~ Imcroduccion:

Four member states in the Arab League are also members
of Lome convention: Somalia, Sudan, Mauritania and Djibouti.
Somalia and Mauritania were amongst the 18 African states

" which initiated Lome system ?y-signing its predecessor
Yaounde agreements of 1963 a;d 1969. Sudan, later on, joined
the 45 African, Caribbean and Pacific states (ACP) in signing
Lome-I convention in 1975. Djibouti-at last- participated
in the broadened Lome-Ii convéntion between b4 ACP states and

the £EC in 1979.

'he purpose of this Gapt& is to assess the implications
of these four states' iﬁvolvement in Lome system on their
present and future course of developmentelome system is the
product 6f the realities of economic interactions between
ma jor economic blocks which engages Third World economies.
It also reflected the new forces 'of change and the new pressures
generated by the complex interplay of these forces. It has
introduced novel institutions and mechanisms to regglate EEC
aconomic interactioas with the majority of Third World countries
that fall in Africa, Caribbean region and the Pacific. This
system will be described and eipiained in terms of its consti-
tuent programswith view on their pertinence to the four associa-

ted Arab states. The cunsequences of Lome system on the economic
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ver formance of thésé.four Arab states should indicate the
d;awbacks of this systam. This in turn should allow for a
careful prospecting of possibilities of improving this
syscem and thinking ovar alternative modela of economic
and political interactions betweaen associated Arab stataes

and the European community.:

‘These four states arz the poorest and leaqt developed

_Arab states. With-the exception of Sudan, they are also,

till now, puripheral to the politics of the Arab region.

Their membership in Lome convention is denominated by the

‘fact that they are parts-of the African system, not just in

cecrms of location, but also in terms of culture, economics

and regional politics.

Moreover, Sudan, Somalia and D jibouti are counted among
the 36 states that are considered by the United Nations as
the 'Least Developed Countries':in the World Todax. This
category is defined as theseﬂcountries which are: a) lowesat
in per-capita income; b) highest in reliance on agriculture
and lowest in levels of industrialization; <¢) least in their
;xport capacity, and highest in terms of their raliénca.on
imports, and finally; d) lea;t in their rates of pconomic
Qrowth and in their attainment of literacy, adult educafion

and health standards.’?’




R

. , Miias state of affairs is attributed by the U.N. to
a variety of factors such a3 extreme poverty with excessive

reliance on agriculture in poorly supplied rural areas,

meagre manufacturing, very sluggish growth and in many cases
decreasing nationmal income due to high population growth,
poar resource endowment, serious geographic barriers and

environmental adversities.

Mast of these characteristics are shared in common by
the four Arab stated. But differences in size and economic
realities cannot be ignored. Djibouti is an almost a city

stave with population sigze estimated at 330.000, Other estima-

3

tes ralse the figure to 450,000 inhabitants, including forei-

(2)

gners and non citizens +« Not much else is known. Statistics

on econamic and social activities in Djibouti seldom appear
in international reports. As £o the other states, the following

table demonstrates basic differences in economic size and

-

performance. -
£

*

The most striking featurejin this picture is the extre-
mely low capacity of these couﬁtries to mobilize sufficient
domestic sa%ings. In all of theﬁ, domestic savings grew increa-
singly negative over the past decade. Da@astic investment,

is ‘consequently far below that recommended by the UN second

and third development decades statement as absolutely necessary
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Some Indicators of Economic S5ize and Performance® .

Sudan Somalia Mauritania

- 1- Popuiation {in millions)

1983 (mid year) 20.8 5.1 " 1.6
2- Gross Domestic Product - .
(in millions of dollars) 1983 6850 1540 700

J- Gross National Product
- pear capita (in
millions of dellars) 1983 400 250 480
- Avearage annual -
growth rate in per-capita
GNP 1965-1983 1.3 -0.8 0.3
4~ Structure of Production (Origin' :
of GDP-Percentages) 1983

- Agriculture I 50 34
- Industry 15 11 21
- Manufacturing 8 6 -
~ Services ) 51 39 bs

5- Indicators -of Growth in
Production.
- Gross Domestic Product

1965-1973 1.0 n.a 2.6
1973-1983 2.4 2.8 2.5
- Agriculture (1973-1983) n.a 3.5 2.6
- Industry (1973-1983) n.a 1.1 (o)
- Manufacturing (1973-1933) n.a n.a n.a
- Services (1973-1983) R.a 2.6 3.9
6- Distribution of Gross National :
Product)} (Percentages)
- Public consumption
1965 12 8 19
1983 ' 13 24 21
- Private cousumption
1965 : _ 79 84 54
1983 ‘ 88 78 88
- Domestic Savings . :
1965 - 10 11 14
1983 ’ 15 20 18
- Grosas Domestic Investment
| , 1965 9 8 27
B . 1983 : . -1 -2 -11
L - Export of Gouds and Services
(unrelated - to productlon factors) _
1965 10 17 42
. 1983 11 -10 47
- Resource balance )
1965 -1 -3 13
1983. -16 -22 . =29

* Extracted from the World Bamnk, World Development Report,
1985.
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to achieve 353%-6% rate of growth in national income. Not only’
-that investment iz totally financed by external resources,

but also a part of consumption is dependent on the flow of
resourge;.rrom abroad. and in the last few years, resource £ap
has reached a threntenin# lﬂvel. Exfernal.dabt jumped butween
1970 and 1983.from § 77 m. ép 8 1149 m. for Somalia (86.2%

of GDP), and from $ 306 m. to 8 5726 m. (77.8% of GDP) for
S3udan, and from $§ 2? m. to $ 31171 m. (158.2% of GDP) for

(3)

Mauritania' . Djibouti seems tc fall in the same pattern

Relatively large tertiary sectors swallow a portion of
internal and external resources, leaving little for domestic
investment. But limited investments cannot be solely attributed )
to this factor. Hence, the question appears to be what did
Lome convention do to help these countries strengthen their
productive structures and mobilize internal and external
resources sufficient enough to break the vicious circles of poverty

-

and stagnation.

II- Lome Convention: The Question of Pertinence:

Lome conven;ion serieas I, II and IXII are characteéerized
as either a model of European benevolence or a higher stags

of imperialist domination of Third World economies.
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As propagated by European Newspaper aources, the image
of Eurocpzan benevolence is built on a view of Lome which

focuses on non-reciprocal trade concessions, aid packags

and the taking of interest over a wide variety of devalop-
ment issues. Omitted trom this view are the benefits which

the community derives from the convention.

The image of imperialist domination emphasizes Europe's

continued queat for independent World power on the global scalae

as manifesteq in the special relationships with Lome:ACb partners
In the center of this image 13 also a descriptiom of the enormou
difficulties ancountered by ACP countries in operating Lome
system in-tﬁeir favor. Lome is signified by the proposition

that Pan-Africanism is practically excluded in f;vor of Euro-

African linkage ideology(k).

This image is justified by the fundamental fact that Lome

did not elter the colonial character of economic axchange

(5)

between ACP states and the Ed}opean Community It also

reflects the soul-searching of Africans for a proper .orienta-

tion towards sgsglf-generated and self-centered. development modal.
?Q: ~ In the éoncext howaver, this view tends to ignore: a) the
essential_pkoblems of domestic productive systems which are
partly responsiblg for failure to take advantage of concessions

accrued to ACP states by Lome, and b) the distinctive chaxrac-

teristics and innevations introduced by Lome which make it
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superior to all existing arrangement of North-5outh interac-

.tions 1n the economic sphere.

b
[N

Alternacively, Lome convention could be characterized

asa a defensive undertaking by ihe European community with the
goal of preempting the trend:df entropy in the world capitalist
system. This trend appeared fo spell a double effect of destabi-
lizing economic exchange between the North and the South in
general, and to push the South to drift away from Eurcpe's

sphere of influence, in particular.

Having appeared in thae tdrbulent years of world aconomiﬁ"
¢crisis since mid-seventies which squeezed Europe in favor of
U.5., and Japan, Lome convention repregsented a more positivé
reuponsa‘by the Europeans bnsiéally to the challenges of
Américan'hegemony. This respoﬁﬁe could have hardly been viable
without certain concession to Third World countries, especially
if these concessions are sustfined by a fairly low coat. This

character detarmines the merits as well as the limits of Lomeé

convention series.

J
This approach to the worid economic crisis and to inter-

bloclk competition on the worldigcale was instilled in European

thinking by a group of far-sighted men who grasped the centrality

of Third world to the future growth of European community systém.
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In the words of Claude Cheysson "Eur;pean interests in
.maintaining‘cooperation with Third World are far greater than
any ather ma jor economic power. Importation of base products
from Third world is greater in Europe, and reliance on exports
tao Third world is far heavier for Europe than the U.5., or
Japan or the Soviet bhlock (E?C.axports to Third world are
twice iﬁ value of its export; to U.S5.)% Other channels of
economic exchanga are also more hotly pursued By the Europeans
than the Americans or even Japanese. Henca, Cheysson concludes
'it i3 essential to ensure the atability and continuity of
relations with Third world. Priorities are listed as the

organization of primary materiala' market, increase financial

flows put at the disposition of development, and the elaboration.

of a more sophisticated division of labour between the community

(6)

and Third world regions'

This approach yields to aithaer of two levels of EEC
interactions with the Third world in general and ACP statas

in particular: maximum and minimum involvaement in development.

In the maximum involvement altaernative, EEC should have
taken a major decision to provide resources for a decisive
take-off by ACP countries that puts them on the track for

sustained growth. This in turn would open a qualitatively new '

, horizeon for growth of European acanomies as compared to the U.S.,




and Japan. Contrariwise, the minimum involvement scenario
; , means only the installation of a package of programs which
would prevent the collapse of ACP economies and maintain

their levels of interaction with Europe of the tan.

In fact, the European commission was kept inclined to
the minimum involvement scehario. And this was reflected in
Lu@e series. Consequently the set of concessions and innova-
tions introduced by Lome was severly limited by the determina~

tion of the EEC to lower the cost to the least possible.

Not only-the genefal approach to ACP development was®
affected by the applications of minimum cost understanding
of .Lome by the commission, but also the structure and distri-
bution of opportunities openecd by it wés rigidly designated
against‘the leaast developed ACP countries; Arab countries

included.

The foilowing is a breif-review of the working of the

main Lome programs as they affectedassociated Arab economies.

1~ Trade:;

a) Volume:

Lome system grants a duty-free access to 99.5% of ACP

Commodity exports to EEC market. Manufactured products are



-92a

also grantad free-duty aécess go this market if abided to

the rules of origin and other inéarnational agreements. The
rules of qrigin stipulate that products thét qualify for

this preferrential treatment must 'originate! in the export-
ing ACP Couﬁtry, i.e. imported components must not axcsed

' 40%-50% of the value of fin%shed produec. This particular

- clause was a ma jor sourca oﬁ'ﬂrictions between ACP countries
and the EEC commission during Lome II- life span. Lome III-
did little to alleviate ACP countries{ annoyahce over this
issue, but it did shift cthe burden of proof &o the commission

instead of ACP exporters as was the case under Lome II.

In view of these trade.conceasions, it is beleived that
Lome convention has'mAde the EEC "more accesasible to developing
countries'! exports than any other market" And as one of fhe
EEC information bulletins states' it must remain sd in its
own interest if it wants to continue beiﬁg the Third world's

7.

-

ma jor 3supplier as well'

However, ﬁCP countries managed to derive only minimum
benefits from thesé significant trade concession stipulated
by Lome. wnileitﬁe canyention is covering now about 50 gommoe
dities, actual ACP countries' exports to the EEC are concen-
tracted in terma of both commodity structure and c;untry of

origin. Only thres ACP countries account for 50% of the
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community importa: Nigeria, Cote d'Ivoire and Zaire. Likewise,
three countries account for about 530% of the community exports
1, .

A

to ACP countries: Nigeria, Liberia and Cote dfIvoire.

Moreover, the share of ACP exportsvin the EEC market is
declining in time to the beqéfit of other LDC's who do not
enjoy equal trade concession%.nACP secretariat and other EEC?
critics attribute this fact ;o‘the application by the commi-
asion of non-tariff volitiona;freatrictions againat ACP exports(a),

Contrariwisa, EEC apalogetics axplain the phenomenon of decli-

ning ACP share in EEC imports Ey'referring only to problems orf

[

preductive systems in ACP countries.
;

Hectic and declining expdft performance of ACP countries
in the European market reflectad itselfs on similar behavior

for EEC éxports to ACP countrias.

The foliowing tables demonstrate these phenomena.

Table 2: EEC Imports from Develoﬁing Countries 1973, and
1981-83 (in billions ECU and percentages)?®

1973 1581 1982 1983
ECU % ECU % ECU % ECU uf
Total: 33.0 100 131.5 100 131.5 100 124.9 100

of which;
ACP (63 states) 6.
Latin Americsa
Mediteransean o
basin ++ 17 22,7 17 27.0 21 27.3 22

2 19 16.% 13 18.2 14 19.8 16
5.9
5.6
OPEC 5.2 47 75.% 57 71.8 55 61.9 50
5
1.8
2.1

18 18.7. 14 20.7 16 22.4 18

Asia (19) 16 20.8 16 22.5 17 25.0 20
Asean (5) 5 6.6 5 701 5 7-9 6

Far Eastern 6 10.1 8 10.4 _ 8 12.2 10
NICS©9 , .
In brackets are number of countries in group
++ Developing countries only, including Yogoslavia and excluding
Israel. " '

oo South Korea, Singapore, Taiwan and Hong Kong.

* Source on the following pagél
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The picture on the ZEC export side seems to be no
different than the import side, in so far as ACP countriaes
are concerned, as is shown in the following table.

Table 3: EEC exports to developing countries 1973, and
1981-83 (Billion ECU and Percentages)®

Destination 1973 : 1981 1982 1983
ECU % | ECU ¥ ECU % ECU %

Total (Extra.EEC) 23.8 100 "114.5 . 100 119.7 100 119.7 100
ACP (63) 4.5 19 11.8 10 18.7 16 15.9 13
Latin America 4.9 21 18.0 16 16.2 13 14.5 12
Meditarranean 6.6 28 17.6 15 20.2 17 22.3 19
OPEC 6.7 29 535 47 55,6 46 52,1 43
Asia (19) 5.0 21 19.4% 17 22.6 19 24.6 21
Asean 1.7 7 7.1 6 8.4 7 9.1 8
Far East NSCS's 1.7 7 6.9 6- 8.3 7 5.1 ‘8

. Suur.ce: Ib-Idc' De 289

Here again, Nigeria is responsible for over one-Third

of EEC exports to ACP countries.

From these tables we may concluda that Lome convention

18 not to be considered an important vehicle for the promotion

of trade between EEC and ACP countries. This conclusion is not

naecassarily frue. Wa ought to remember that the ACP countries

include an OVGrﬁﬁalming ma jority of the small and least developed

®* Source: Europe Information Development. DE 48. Jan. 1985, p.19.
From this table it is easy to notice that the ACP
countries share in the EEC maerket is .inflated by the
presence of Nigeria in this group-a ma jor oil-expor-
ting country. Without Nigeria ACP's share in EEC
imports would fall to 10% in 1983.
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cduntries in the Third World. Hence, we can imagine that

without Lome convention, the importance of the ACP countries

' as destination to EEC ;xports might'have'declined farther.
ACP ' exports.to EEC may not have done worse, however,
without Lome convention, sinde a large proportion of these
exports consists of -energy ;upplies and raw materials that
are vital to EEC productiveésyatem. Consequently, the EEC
has derived benefits fram Lowia saries much greater than the
ACP countries has.for while the EEC imports from the ACP

countries rose by 220% betweea 1973 and 1983, EEC axports

to the ACP countries rose by 333% in the same period. —

These basic trends in EEC-ACP trade also pravail, albeit
with greater intensity, in the EEC trade relations with

associated Arab states: Somalia, Sudan, Mauritania and Djibouti.

The following table shows these trends.




Teble 4. Sources and Destination of Forsign Trade fur Sydan, Somalia, Mourlitanis and D jiboutd

(Millions of Ucllars and Perceatsgss).
SUD AN SUMALIA MAURIT AN IA ) DIIBUTT
BXPORTS
1977 1979 1581 1983 1977 1979 1sal 1983 1977 1979 1981 1983 1977 1979 1981 1989
Total SEI.0  S3.5  f3e.0 BII.S ELU I30.F 34p,p9 163 193,89 201,77 331.1 246.3 59.% 35.2 2.8 %0.2
zacC ’ 236 169.0  151.4 154.8 10,5 32.5 12.9 25.8B 134.0 153.8 190.2 148.9 1.2 1.2 4.2 7.8
Share of BEC ia
total sxports 35.7 3l.6 29.1 4.8 16,9 24.8 9 15.8 69.3 +1987.,2 57,4 60.% 1.7 11.9 4.9 19.4
Parcent Distribution ' B} .
Industrial countrles  44.8 6.7 48.2 3.7 17.9 25.5 9.5 15.5 - 96.6 95.8 94.1 2.7 11.9 . 4.9 20.6
011 exportiug ceea. 6.9 11,2 22.3 26.4 730 67.0 9g:3 68,9 - (1.3 (5.2 - 15.R i.5 B.2 2.4
Non oil experiiag, 40.3 37.6 22.3 25 4.0 7.5 14,1 15.5 - 15.91  81.5 6.5 86.3 76.6
USSR, Bast Zurope 6.0 8.0 7.0 6.6 1.6 cen e e - - - - - - - -
Annual Chenge . .
Yorld 19.3 21.6 21.4 9.5 .-34.2 22.8 5.6 11,2 - 42.6 1.1 -4.3 97 -16.2  -27.) 2B.%
Industrial countrias -4.9 6.6 41.9 6.0 -61.2 250.) -37.8 8.8 - 53.3  _4l.3 4.8 11,).-==23.5 <-81.8 N18.8
041 exporting coun. 108.0 7.1 2344 -6.8 -15.8' -7.56 108 10.3 - vt 59.3 -55.6 170.0 <39.9
Hon oxi axp. counm. 45.4 21,8 =17.7 9.2 -10.8 1366.8 222.2 33.1 - (-¢.4) 5.6 7.4 117.5  _16,0 -15.8 10.4
USSR, East Burcpe 32.3 0.0 113.5 10.0 *66.5 ~5.4 —_— 8.0 - n.s n.&a MN.2 - - - -
IHPO RTS
' 1977 1979  l19al 1983 1977 1979 1981 1983 1977 1979 138} 1983 197 1979 1981 1983
Totsl 1,081.2 1,109,2 1,504.8 1,354.4 227.4 421.3 445,11 421,7 174.5 4D5.8 6pl.1 497.8 10B.8 175.6 264.2  291.9
BEC ) . 236.5 165.0 191.4 154.8 109.6 152.8 237.4 2131,1 166,9 155.7 191.5 183.8 56,3 91.4  124.6 128.7
Share of EEC in
total esports © 21.8 15.2 12.7 11.4 48.2 60 48,9 50,5 44.6 8.4 3l.% 36,9 51.7 52 A7.2 Ab.t.
. Parcent Distribution ’ .
xhdu-t!-hx countrisa 44.8 8.7 49.2 32.7 55.4 T71.6 66.4 63.6 - 50.4 53.9 ) 51.9 67.4 68.9 6:.5 55.7
Vil sxporting coun. 6.9 11.2 22.3 5.4 2.8 9.5 8.8 17.} - 113.6) - (18.5) (19.5) 3.6 -2 1.2 1.1
Nun oil qu.'coun- 40.3 37.6 22.) 32.5 26,1 1.y 24.1 13.7 - 28.1 0.0 .7 Ag.6
lﬁ‘gﬂi, Bast Burope 6.0 8.0 7.0 6.6 13.6 .1 W5 | - fN.a n.a Ned - - - -
ual X change
3‘_?‘r‘id " 19.3 .6 2.4 9.5 46.1 74,5 W.0 -10.5 - 18,7 40.8 -14.6 4.0 2.2 1.2 =3.)
Industriel coun. -4.9 6.6 49.9 6.0 87.3 4., 18.9 .-7.4 - 14.8 25.7 -l4.8 15.3 18.) 6.0 .7
041 exporting coun. 108.0  13.2 23,4 8.8 -79.7 ., 4 43.9 .15.8 = (36.9) (M3, -69.5 -20.0  416.7  -5q.0
Hqn-oil sxp. coun. 45.4 7.5  rF17.7 9.2 156.8 5, 3 52.5 -20.7 - : ‘ T 29,8 3.4 -10.6 -B.0
;i.\_igg. Kast Burope 32.) 0.0 113.5 10.0 $4.9 4y - -9.9 - n.a n.a n.a - - - -
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The table sheds some light on sources of change in

i, enafigurations of trade partners of these Arab countries.

The general picture appears to be one of violent annual
changes in the share of variouts economic groupings in the
exports of associated Arab stétes; a phenomenon which confirms
the high elasticity of demanawon the export products of these
states, especially Somalia and Sudan. A general trend of
decline in EEC share in the exports of these countries is
easily recognized, except forlbjibouti whose volume of export
is partically negligible. Parg of this decline can be explained
by over-all behavior of exports which shows hectic movements
with a tendency FOWards stagn;;ion or decrease. However, a
more important reason could be seen in the diversion of trade
effect a;ay from industrial countries towards oil-exporting
countries. While the latter sé?m to be a more dynamic market
for exports from Sudan, Somalia and Mouritania, industrial
countries, especially the EEC?lexhibit mor e violent.cﬁanges in
their receptivity tc these exégrts, marked by a tendency for

long-term decline. P

Owing to their small-size economy, theése countries do not
possess a large exporting capacity. High reliance on a single

primary product is noticeable in Sudan and Mauritania. In Sudan

cotton accounted for 65% of exﬁbrt value in 1979. But its share

L

declined to 24% in 1982. Reemphkasis on cotton_.plantation and

o

e adaa, -
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¢xXports as a result of pressures from World Bank is expected
Lo raise this share to its previous levels. However, Sudan
captured only 4% of EEC market of raw cotton in 1983 (as
compared to 7% in 1977). In the case of Mauritania, iron

are exports constitute four fifth of total expoft value. The
bulk of ore axports is desciped to the EEC market. However,
the share of Mauritania in t;tal metalliferous ores' imports
of EEC is also decreasing, and EEC's ores' imports are losing
importance c;'otgér commodity groupings(g). This meana that
oty Mauritania has to face up a aituatioﬁ of shrinking market for

its major export product.

An adequate evaluation of Lome conventionts impact on

export pertformance of associated Arab states should also inmclude.
referrence to the degree of processing and manufacturing of
eXport raw materials to the EEC. A study conducted by the commissi
experts concludes that "the Lome convention has had little
impact,..., on ACP exports of manufactured products"(io). In fact
it saems surprising that while Sudan is an important exporter

} of_raw cotton, its prorts-of cotton fabrics to the EEG‘iS“élmost'
nill. Also, while Mauritania is an important source of iron ore

to the EEC market, it touches not at all the huge steel and

ferrous metal works market of the community.




b) Stabex:

Y

The institution of stabe¥ is the most vocal innovaticn
brought about by Lome convention. As it stands for "stabiliza-
tion of export earnings", the aim of this system is to provide
at least a partial compensat?on to ACP countries at the event
of a drastic loss of earning; from their product exports, dus
tq sharp decline in prices. The system providea compensation

on a country request éhowing a decline in exports of a particular

product equivalent to 6.5% of ihe previous year's sales to all

destinations, and é 6.5% fall in export earningg by comparison
with the average for the past four years. Easier terms are set:
for the least developed, Landlocked or island sté;éu, with the
threshol&s put at_ 2%. Transferg to these ihttér are made in theé
form of grants, while other AC?.statea receive stébex compehsa-
tion in the form of interest—f%ae loans payable two yeara afiar

the exportsof the product concerned have recoverad(ii).

This scheme was particula;iy well received by & majority
of people who are concerned %b;ut third world trade., Howaver,’
as Kwame Amon puts it"of all the provisions of Lome convéention
which was originally signed by 9 EEC members. and 46 ACP countrics
in’ 1975, none avoked &s much initial hope and later disappoint-

ment as stabex“(iz).

- e arm e e C— e & — ——
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Stabex did work relatively smoothly throughout the
duration of Lome I convention. But the drastic decliné.of

primary commodity prices in early 1980's. implicated the

scheme in a séveré problem of finance. Cowpensation cuts,
delays and frictions over claims marked the opwration of
the scheme during the five years of Lome II. Critics, on
the ACP side, contend that étabex was created financially
deficieant. By limiting the résources available to this scheme,

the EZEC did not show sufficient good will as to the purposeful

and 3mooth operation of the scheme. This issue was particularly
hot during the negotiations on Lome IXII-convention. ACP states
called far a quget of nearly 15 billion ECU for 1985-1990.
But the European commis;ion proved unwilling to go beyond 7.4
billion ECU. The commission’, .on its part, cha;ged that ACP
countries ovtiate the purpose of the scheme by using stabex
transfaers in areas other than gha commodity sector which
triggaered the transter. Conaequqntly it demanded that the
caommission should have a-greé%er gay in transfer spending.

A compromise was reached whereby both the EEC and ACP have
cnmmifted themsa;ves to improving the efficiency of transfer
uses and a variety of new mechanisms were introduced in Lome

III to speed up allocations and spending.

Not-withatanding admiqiﬁtrativa problems, the fundamental

.shortcoming of the scheme lies in the fact that stabex was
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! driginally conceived as a cushioning mechanism against cyclical

drops in export earnings of ACP states. Meanwhile what these

states are really facing is a structural problem originating
from long term teadency foc commodity exports'! prices to fall
in cdajunction with long term stagnation or decline in the

productive capacity of these states.

'his general characterization of stabex prublems also

fits the cases of associate& Arab satates. Adverse terms of

trade hit Mauritania particularly hard in the years 1578, 1979
and again in 1981. It was thus eligible for compensation since
the total export earnings of its iron ore severely declined.
However, compensation was determined by the agreement which
limited trgnsfers to 47.4%. fhis was considered a drastic cut

in coméarison with the fact that Mauritania was oneé of the main
"beneficiaries of stabex under Lome I (1975-79), with almost 16%
of total stabex transfers. Cotton, the major export commodity

of Sudan met even hasher conditio@s in the world market during
the last ten years, with the years 1978, 1979 and 1982 witnessing
the worst aslump. During Lome I .convention, cotton received

11% of total stabex transfers and Sudan got about a quarter

of these cotton transfers. A;one of LULVC's, compensation to Sudan
for falls in cotton export esrnings dﬁring Lome II conventicn

was reduced to aonly 599% of Qer demands in 1980. Sharp decreasa

in cotton prices in 1983 was medicated by larger export volume;

pAvtpald
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which made Sudan non-eligible for compensation. Somalia and

Djibouti have a more balanced export commodity structure,

with no major export product accounting for more than 40%-
53 of its toctal export value. Sumalia did rather well, with

exports continuously rising since 1978. Hence, benefits from

stabex were Zenerally meagra.

i

2~ Minix (Svsmin):

Sysmin or minix is a special program with the objective
oL Supporting mineral production and exportation in ACP
countriaes. It is widely viewed as the main innovation of Lome

IT. The program 'is triggered when a drop, in the order of at

" least 10%-of production capacity or export capacity; is

reportad for one of the broducts covered by it; Six products
are covered: copper and cobalt, phosphate, manganese, bauxite
and alumina, tin; roasted iron pyrit§g and iron ore. Transfers
are made only to these products %f they represent more than
15% of the total exports of AéP countries in question (10% in
the canes of least de;eloped, landlockeﬁ and island countrias).

but on the condition that no transfer may involve morea than

50% of an annual budget allocation.

The introduction of this system was a result of compromise
stricken between EEC commisszion and ACP states during the nego-

tiations for Lome II. The commission was keen to worlk out a
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scheme wﬁich ensures the steady supply of essential raw
:Qaterials to European industry in a manner that moves it
;elatively indépendent of Amer;can monopoly over minerals
and energy sources. ACP countries mineral production can

be instrumental in reaching this goal. As €laude Cheysson
explains 'the mineral development of ACP countries is in -
the long term interests of tbé community which is concermned
of avoiding the depletion of one of its supply sources of

(13) Specifically, the threat of deple-

essential minerals'
tion of ACP sources of raw materials springs from a multi-
tude of technical, political ‘and economic danger. Europe

is currently disinvesting in ﬁineral production (now about

57 of world ipvestmenti. This:?f course reflects negatively

on miner&l exploration in Afri;a because of substantiqlly
higher cost of exploration in:khis continent. Accordingly,

the basic demand raised by the commission in the course of
negotiation on Lome'II,'and Léée III was a commitment by ACP
states against noneconomic riﬁkslincurred by Européan firms
operating in their territories, especially qationalization

and sequestration. Ihia demand{was rejected by ACP states
which argued the need for a cégprehensive cade of conduct
involving both governments'unéjﬁultinafionals. ACP states,

on the other hand, raised thq:ﬁemand that minerals be included

-

in stabex list; so that they can entertain compensatory finance.
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The commissian protested this by arguing the cost factor,
- ' and by pointing out that the aim of stabex is to compensate
e for revenue losses due to price fluctuations but not to

erosion of productive capacity.

Sysmin appeared as a proper mechanism which combines
European interests in sustaining production and ex;ortation
of minerals, and ACP interest in gaining compegsation far
decline in export revenues due to political, economic or
technical causes. In return, while Lome II did not includs
guarantees against'non—economic risks incurred by European
.firms operating in the mineréls production in ACP countries,
Lome III‘moved several aﬁeps forward in providing against

(14}

risk of nationalization and other risks of political nature

Hopes hinging oan Sysmin were not totally justified,
however; it actually did not work as affectively as was
thought. By the end of 1983, only a third of the resources
available to Sysmin fund under Loma II had been committed
(transfers were largely confined to copper). Europé was mainly
intereated in maintaining pxiﬁting capacity of mineral produc-
tién, but not in expanding it to include mineral éotentials
in ACP countries. The commission has even shown interest in
promoting new minerdl operations in non-ACP countries to thae
neglect of similar operatioﬁs in ACé-count;iaa. This is

particularly true in cases such as Senegal and Sudan that

. requested many times the community assistance in this area.
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The product coverage of Syamin is anocher important

"

. issue. Sudan, for example, couid have benefited from the

L

-,
e

,';Cheme if the coverage included products such as chroms,

- nickel and oil. The mining of chrome by Marubendi and oil

exploration and drilling by chevron came into a complete

hait by the civil war which erupted again since 1984. Moreover,

it is a matter of consensus amongst the experts in this field

that Sﬁdan's mineral potential:is enormous. The development

of infrastructure in Sudan, while an important condition for
take-off, is itself conditioned by expansion of mineral invest{-
ments. The need for sufficient investment and finance is a

ma' jor reason.behind Sudan's outward orientation., However, this
need was not met by a scheme séch as sysmin. Indeed, the whole
spirit and text of Lome convenﬁion seem to be of limited

A

relevance te the further defelépment of Sudan, in this regard.

3~ The community aid:

a) The over=-all philosophy:

1

In addition to individualjatate members' aid policy, the
EEC commands a limited aid budéet at the commission's ieve;,
part of which is devoted to ACP countries. The management of
this aid was subject to aﬁ int;qse debate between ACP states
and the European commission. AEP states emphasize sovereign
economic management while the ?ommisaion develops & special

out-look to development probleﬁs in ACP states which it wishes
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t¢ reflect on the aid management in these states. Lome .III

" provides in clear terma a certain presentation and definition

. 0f the responsibilities and duties of the EEC and ACP statas.

It affirmed the right of all participating states to determine
.tneir political,-economic and social systems and policy options.
The EEC is committed to promé;e ACP economic development. But

tha directions and shape of économic priaorities lie solely with
individual AQP s;a:es. Neverthelasa. Soverelgn economic¢. manage-
ment is undermined, in practice, iﬂ favor of greater.coofdination
and consultation between individual ACP states an& the European

commission, in respect to aid policy and other areas of domestic

ecuynomic managemant.

In Lome III, priorities of aid &eveIOpment cooperation are
stated és rural dev;lOP@ent. food security and grass-root
participation thfoﬁgh emphasis placed on small scale enter-

y' } : Prisas. The over-all economic development should, according to

Lome III, be approached by foousing on grass-root organizations,
€.g. small producers and small farmers, in particular. Regional
cooperation is also viewed with sympathy and seen as complemen-

tary to self-reliance as a governing principle to developmant

process.

This particular philosophy appears to have a warm reception

in political and academic circles in the ACP countries. For
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)duriﬁg the last decade, momentwn was Qathering for a develop-
ment strategy that could be caiied: evolutionist. The hallmarks
?ﬁéf such a strategy are prioritf for agriculture followed by
.light industry, satisfaction of basic needs, the leading role
of smali scale enterprises and emphasis on endigenous and
inter-mediate technology. LomefIII explicitly endorses this

!
strategic option. However, a’g@od deal of opposition was alsc

(15).

voiced

From the community's point of view, the community aid
while not any more ineffectuaijthan that from other sources
was nost instruﬁental in assisting ACP countries to take off
econumically, or overcome the disasterous collapse of food
productiop. EEC commiasion exp?éins this failure by stressing
misconceived internal policiesiand wastes in the present
adminiatfation of aid. ACP sta%es, on the other hand, focus
on the classic problems of aid?from developed countries in
general. Also, ACP countries cdmplain that the maggitude of
the community aid is far fromvédequate for the fulfillment
of the purposes it se?s itselffto serve. Disputes over aid
volume and the cumbersome procééures, long pipelines and delays
between commitments and disburéements are characteristic of

e

negotiations on renewing Lome  convention.

~

Ayt 2w

i
AR




-108-

b) Aid for foud and agricultural development:

Lome convention facitly adopts the distinction between

food aid and aid for food, The former is the supply, on
concessionary terms, of food to bridge food deficit in the
raceiving countries. Aid for food, an the other hand, refers

to commitments involving activities which contributa directly
to the davelopment of agriculture (e.g. irrigation) and more

indirectly (e.g. .integratad rural development projects, rural

infrastructure...agro-food industries, river basin’ improvements).

The commission pressed hard, during Lome III negotiations

on a specific linking of food aid to agricultural development

gnd self-gufficiancy in food by what it called food strategy(is).-
The key factor in declining agricultural produétivity, as viawed
by Pisani report, is fhe govarnments; p;licy which favored town
dwellers and big firms at tha expense of small cuiltivators.

¢ This policy represented a negative incentive to agricultural

producers because it kept agriguitural prices very low. Conseq-
uwently, a central element in aid for food strategy, in the
community* forﬁul%tion; is a system of subsidies to producers
of agricultural products. Féod aid is to be sold in the

} marketplace, and the proceeds accumulated in 'countarpart fdnds'
would then be used to subsidize local farming. These subsidies

would be phased out over a period of years when consumers get

accustumed to ‘so called' realistic food prices. This should

. I —— o PR er et ¢ - e —_— =i
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also bue backed up by various @uasures to promote productive

(17 )

and infrastructure facilities in rural areas. Implied in

"’ tnis strategy is the proposition that implimentation is a

~

- joilnt undertaking by the community and individual ACP states.

And provided that the ACP country government is committed to

wr

the common strategy, in accordance with agreed procedure and

timetable, the community will promise to provide agreed resouwrces.
- l

Ubviously, the above view failed to gain the consent of the

ma jority of ACP countries. Moreover, these countries cling to

o

various other explantations of their agricultural crises. ia
modern African thinking, for example, the crisis of agriculture

iy traced to the encroashment:-of export, cash crops on Africa's

(18)

*

food cultivation « An upprépriatd approach to agiricultural

development would then be the phased withdrawal of caih crops

in favor of food gfops in coﬂjunction with a comprehénsiva
program for soil upgranding agd rehabilitation of agricultural
facilities and infrastructure;_Two other points of contention
ware also the focus of hot degatgs. The validity of the commis-
sionts attitude towards markég-baaed 5trate;y is questioned

in the African context. On thé other hand, while many ACP
countries wish the community %o undertake greater responsibili-
ties in their agricultural de;elopment, they are alart and

~ .

sensitive towards the notion &f joint undartaking of food

strategy in their sovereign réalms.

L
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Not all aelements of the commission's formulation of
food atratexy are dismiss?d. Emphasis on small scale culti-
"vators is a;moat uninanimously and zealously welcomed by

officials and experts in the ACP countries. .

C- Industrial Coop=ration:

Due to the overarching interest in agricultural develaop-
ment in Lome canvention, industrial cooperation was relegated

ta a low priority.

The c;mmunity appearé, in the public statements, quite
aware of the neceéaity to 'adap% té the industrialization_
in the Third world', as the comparative advantage in certain
branches -of manufacturing, shifts to Third world. The concerm
voiced by certain veated intereﬁts over loss of employment

in the EEC countries because of increased manufactured

exports by Third world countries is no more an established

argument in the commission's circles. 'Experience has shown
that, by exporting, a develaping country gaina in purchasing
.power and this is converted into orders for goods, equipmentsa

and services from industrialized countries. These orderas

create more jobs then imports from developing countries. cost,

Third world is Eurgpe's major client and more than twao-fifth

of communiEy exporta of goods and equipments go to developing

(19)

countries « What this document failed to mgntion however:

e e A eyl = o L e i - - — -




is the fact that The EEC manufactured imports come not

from ACP countries but from new industrialized developing
countries, especially in Souig East Asia and Latin America.
In other words, the communit§ policy may pqrtiaily adapts
to established forces of i#d;strialiZation in certain

developing countries, but it does not assist in unléashing

these forces where momentum is actually needed.

Sympathetic orientation.'to industrialization is reflected

in the texts of Lome II, and:Lome III. Articles on industrial

cooperation promised to 'promote the development and diversi-
=

oY

fication of industry in ACP States' and to provide these
states with the necessary puéh they need to take off industr-

ially. llowever, these articles seem to carry no substance.

The measures which the convéﬁtion designates for implimenting

.,
-

these promises stand in direécontrasf to the detailed programs

and plans on agricultural de?elopment and aid policy. A center
for industrial cooperation (CID) and a committee on industrial
cooperation were inaugurated, but without resources to spaak of.

On the other hand, the commission's documents were quite

explicit as to the pattern of industrialization that is perce-
ived as appropfiate to Africa. This pattern recognizes only
two forms of industry: a) on-spot processing of raw materiagls,

. and b) small scnle projects and enterprises. In other words,

b
-

oA L
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industry in ACP countriea is promised assistance from the
community when it is by and large confined to processing

which caters with the mineral interests of European industry.

The over-all trends and Structure of EEC aid to ACP

countriés, wiile showing itaself increasingly réserved,.is

moulded to the.deVelopment philosophy of the commission's.
circles as explained above. The following tables show these-

general trends. : _ i

f
Table 5: Net Loan and irant Disbursement (in millions of
Dollars) by The EEC to Developing Countries and
Maltilateral Organization®*

1970 1977 1978 1979 1980 1981 1982
a) Concessional 210 549 805. 1124 1013 1440 1143

-

b) non-coﬁce- - : o
“  ssional 11 . 49 78 126 257 241 320

* Source: OECD Development Cooperation. QECD. Paria, 1983

Table C.1, pp. 192-193,




Tuble 6: The flow of ODA from EEC to Developing Countries
and Multilateral Agencies in 1982 (in $ Millioas)°

A. Bilateral official assistance = 1143
1- Grants ana grant, like contributious . = 8¢5
- Food aid ' = 327
- Administrative cost . = 38
- Other gr;nts : o = 530
2- Development lending and Capital . = 248
- New development bending i , ' - = 129
- Eq;ities and othetr bilatgrnl assets . . = 119
B. Contributions to Multilate?al Institutions = 196
~ Grants . ? . = 196"
- UN agencies | :i ' : = fij
- Others ,; ; = 83

Rt

g

%
s

* Sogurce: OECD. Development CSoperation. Ib-Id. Table J=2,
pp. 228-229, ’ )

-
"

The relation of associatéd Arab countries to EEC assis-

)

tance is demonstrated by the Tfollowing measures, takéen for

'1981-1982.
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Sudan Somalia Mauritania Djibouti

a- Ufficial Development f
Assistance (ODA) . L
Per Capita (3) 40 111 129 196

b~ Share of EEC in total
VUA (percentage) 7 9 8 5

c— Shara in total EEC/ .
VDA (percentage) 4.5 3.4 1.3 n.a

Source: QECD...Ib.Id., Table G-3. P. 220.

Certain facts appear clearly from the table. First EEC
assistance, according to Lome convention ‘is quite minimal.
This means that Lome bas had.little pertinence in terms of
aid to a;sociated Arab countries. Secondly,;;_terms of per
capita shares in the EEC aid, this assistance is highly

unevenly distributed, with Sudan as a most unfavored nation

‘in aid terms.

III- Approachea to Improvements

and change in Lome system:

]

Lome convention continues to be the Best ingtitution that
is operating in the realm of Narth-South.aconomia interactions.
Néveétheless, the high tida of hope that had been stimulateaed

- especially by Lome II is now broken, this fact has. opened the

way for various. attitudes searching for soclutions and. improve-

-

ments.



De~linking as many radical sclientists and thinkers in

ACI countries was not viewed by the majority of officials

i

- and experts as an appropriate or realistic option. To the
CF

contrary linterests in maintainfhg Lome framework anq impro-
ving on it are rising and spreading. Approaches to improve-
ment, however, varied widely ié‘philoaophy and gpecific‘
Proposals. And during the negoéiations on Lome III, cross-
Prussures were mounted on all sides for one or anothér of

open options for change and/or improvisation.
P z P

A major difference in approach to EEC-ACP economic

interactions exists betwean the commission on the one hand,
and ACP secretariat and officidls of individual ACP countries
o the other heund.

The core of the commissiéﬁ'g approach, as it evolves
o
from official documentsa, especially Pisani memorandum which

formed the negotiatingnpoéitiok of the commission during lLome

11l negotiations, is focused 05 efficiency of management.

From the vantage point ofythe European commission thére
W
exigts no real ¢risis in Lome framework. To the contrary, Lome
: b L
gserjes were a major imporvemen: compared to Yaounde dgreement,

and this series witnessed continuous progress from Lome 1
through Lome III(20). There exista. however, a serious problam

L

of management and efficiency.-incraased efficiency in the



@anagemént of Lome could be obtained by adapting it to
wpecific situations and needs of individual ACP countries.
" A proper approach which ensurés a proper balance betwean
continuity and adaptability is a convention with unlimited
duration couplaed with upecific protocols on sectoral a;d

country levels of implimentation.

In certain respects, the EZuropean commission's negotia-
ting position in Lome IIX (193j) as manifested in Pisani -
memorandum, carried a view and specific proposals more
advanced that of Lome II. However, the aver-all directiqn
and the major proposals in this poaosition were, in my view, a
significant retreat from the position of the commission in
Lome II. This can easiiy be explained by the asubatantial
sroslion of "ACP economic power,.aﬁd consequently the weakening
of negotgatiﬁg situation of th;-ACP countries between 1979
V(Loma II) and 1983 (Lome III).VBy_1983.‘the position of the
ACP in world commodity market was vaatly decliﬁing, and
various atteﬁpts far groupings of commodity producers decisi-
vaely burried. 0il producers seemed by the time to have lost
the bactle for control over oil ﬁarket and the t*and ofl
declining oil prices most assuredly unfolding. And when famine
stroke Africa with special brutality, it was genuinly viewed

"as a scar for the entire humanity, but it also exposed the'

(21)

increased: vulnerability of Africa’ e All thase. factors-
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contributed to the formation ofiEuropean position in regard
[T
to ACP countries which focuses on problems of Lome management

instead of broadened responsibil&tiea towards the real develop-

ment of ACP countries. :

e

As to ACP countries' officials' and éxperts', proposals

for improvizing on Lome's framework could be grouped into three
categories: budget expansion, increased sectoral inclusivensss

and emphasis on Regional reorgaﬁization and configuraticn.,.
3F

a- The volume of Lome budget.(and the budget of various
Lome programs) was a matter of diﬂpute between the EEC commission

and ACP countries in the negotiétions for Lome I, Lome 1I, and

Lome III. Arguments over the régburceﬂ put at the disposal of
3.

stabex were apecially heated. Tﬁp EEC commission was always
o)

clearly unwilling to go along with ACP demands for increased

resources to stabex and other Lome programs in order to meet

) ( 22 ) =
their goals properly e o

‘&

b- Product and sectoral inélusiveness constitutes ancother

- category of ACP demands. These éemands pertain to the commodi-
ties that enjoy a duty- free acéﬁss as well as to the products
covered by Stabex and Minix. Loge III has already opened &a

window of toler#nce for these cgmmodity exports which competis

Iz

with the EEC agricultural produ?ts as underlined by the common

Agricultural Policy of the comm&nity (ACP products) by allowing

B
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off=-season entry. This allo;ance is requested- ta be broadened
and'dbepened. Another aspect: of the same problem is the pro-
hibition of voluntary exportzrestraints clauses' by individual
EEC countries. Broadened Stabex product coverage in areas other

N ) . 2 - .
than CAP wasa accapted in principle by the European communmty( Jlm'

Lome convention series, on the other hand, covers a wide
‘domain of ACP-EEC exchange in the economic and cultural spheres.
ACP countries, howeve;, coﬁtinue to call for a greatar eiten—
sioa; not only of existing prog:ams; bgt also,' in other potential
areas of cooperation such as migrant workers (especially African
workera in BEC countries). During negotiations on Lome III, the
European commission yielded to some of ACP demands regarding
cooperation in fishing indust{y.hut not in the area of maritime
transportation.

c- Regional cooperation and configuration: The initiation
of Lome convention series coﬁatitutad a brealk with the old
practices and forms of Nofth;South relations in one important
dimension: regionalism. ACP states negotiate with tﬂa EEC not
as individual cou&tri--. but as one group or .region. Haw;var.
the regional dimension in Lome bypasases tha intér-regional

character of the convention. ACP countries were aware of the

danger implicit in this character of replacing inter-ACP

cooperation. with that between ACP countries on the one hand
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and Europe on the other hand. Accordingly ACP countries wished

. that Lome convention be used t& also serve the purpose of

strengthening cooperation amonést themselves (i.e. South-

South cooperation). In this coﬁjunctute. intra-iregional
cooperation should gather momentum in the context of managing

the ensemble of EEC-ACP programs. The European commission

conceded in Lome IJ a special Yinancial effort (600 millions
of ECU) for the stimulation of inter-ACP cooperation schemes

in various Lome programs especially in areas of industry and
N ¢- %
intrastructure( 4 ). ﬁ
. ‘{'_:‘ -
Lome -III has also stresseé the advantagea of intra-AcC®

regional cooperation. Nevertheléss, it leaves a lot to be
desired in this regard, as notgdland recommended by Lagos

plan of action and other African development documents (198i).

o
i

IV- Conclusions and Recommendations:

Despite all its failings énd shortcomings, Lome convention

céntinues to be the best availﬁble institution of South-North

“

exchange. No doubt that this convention is benefiting the ACP
countries. Arab countries inclﬁdad, especially in the domain

of stabilizing export incomes.?The_ideas and proposals cited-

AR
LN

T

above are alsoc instrumental inﬁexpanding the real benefits
which ACP countries derive froé Lome regime.

.:; .
i

+
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Nevertheless, the above proposals pursue only additive
improvements within the overall pattern of North-South
axchange that is set-up by Lome regime. These i;provaments

;0 "may increase the benetits of Lome at least to a minority of

ACP stataa but.may-not change the essential pattern-itselfl

And if Lome regime failed to assist ACP states in generating -
sufficient momentum for take off, the improvisation approaches
will not be of great value for the purpose of economic take off.

For as noted above, Lome convention provides certain

means to stabilize' the export aeconomies of ACP states and

not as muéh to develop these economies. And in so doing, Lome
is not distributionally just asince benefits are highly skewed
in favor of a faw ACP countrigs.’' In cass of a great number of
ACP countries these direct benafits are so meagre to tge paint
that the very pertineﬁca of Lome regime to the  problems-of
these countrias is brought to question. Sudan, Mauritania,

Somalia and- Djibouti are only examples of this category of ACP

countries.

The problems of these countries are structural and embeddad
in their productive systemsa. These problems involve aeven the
. export producta. Lome convention is simply far from properly

-aquipped to provide solutions. to these problems. This state-

aof affairs. ia the mixed product of the EEC failure to embark
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on a major transformation of its relationships with ACP

countries and misconceived emphasis in development strategies
L ,

of ACP countries themselves. -

The EEC faces a choice baéween two scenarios: maximum
and minimum involvement in theﬁdevelopment task in ACP coun-
tries. The minimum scenario enéails basically the type of
atabilization programs of Lome?fegime. And for this purpose,

the cost of stabilization and maintenance is ket to its minimum

level. ol

By dpting to this scenarig, the EEC prbved unyiiling not

4
b

only to supply resources but also to break decisively with the

established patterns of Nofth—Sbuth_axchahgé.

4

Ll

The alternative scenario af maximum involvement in the -

development task aims at bringihg about a structural change

—

o _ .
in ACP economies as is necessary to break the vicisus circles

ol underdevelopment and stagna€ion. An argument that can be

elaborated at length is that this is the best long term interest
of the European community.(zs)fpne can even argue that only by

o

involving itself by qualitativg;y superior forms arnd resources

in ACP.development that the Eurbpean community can usher into
a new higher stage of -its acondmic growth as compared to cther

-

ma jor economic powers.



ACP countries, on their part, did misconceive the true
charactar of Lome regime. And thaey éhcordingly misplacad their

points of emphasis in davelopment strategy. These countries

_-looked at Lome as an instrumeat for solving their problems

with the w;rld markat. This was Qeleivad to praovide conditions
conduéiva no'their'development. In fact, the experience with
Lome convention series proves that the problems of develapment
are embadded in thé;r deformed productive systems. These -
problems could only be quved by social change withinjthesa
countries and by regional intagratién approach to de;elopﬁent.-

ACP states are inclined to act within and without in’ the name
af pdaaassive gquest for soversignty.

A truely developmental approach to ACP foreign economié
relations should utilize Lomé.r;gime and the like‘as an
instrument for promoeins colluctive self-reliance, and not
vice versa. In.othar words, Lome caould be insirumin;al in
assisting development effort if i; is managed within the

ansemble of developmental forces on large acale developmental

- units, i.a. ragions, and not small states.

If this view is to materialize, ACP stateas could generate
prasaurses sufficient to persuade the EEC to ahift into a

differoeat deal basad,on-involvemant'in.davJLOpmant, not jusat

ow underwriting stability of export incomes.
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This approach is particulaﬁly pertinent to thé cases

of Sudan, Somalia, Mauritania and Djibouti.

1 :
b S

Looked at as isclated iﬁdi@idual economic units, these

countries lack economic viability for a long time to come.
Not only that resources neededrfo push developmenf are lacking,
but also their very natural conditions are difficult to over-

come by their individual abilities. Djibouti is a tiny state
PN
whose taerritory is constituted of an arid terrain and volcanic

rock-strewn desert wastes, with torrid climate. Two thirds of

Mauritania is also desert wasté?thnt keaps expanding sBouthward.
3 ‘ .
In Somalia, most of the terrai@?consiﬂts of dry Savana plains

. i .
where two thirds of the population are leading nomadic lifeo.

o .
Only Sudan has a large agricultural potential, but the complete
lack of infrastructure and thE_ﬁeed for immense investment

makes for severe underutilizatiom.
Natural constraints are cd@pouudedg in all cases, by
social segmentation and primitive technology and social

»
i

organization of labor. A small;ﬁodern sector highly tied to
the state barely survives on eﬁ&hange'with the outside worlad
and the state's direct and indirect subsidies. The over-all

5 .
resource balance is highly diséquilibrated, thus leading to

P

a huge burden of debt. &

e
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Under these conditions, take off can hardly be achieved

wirthout the incorporation in broader and diverse regions.
Improved Lome regime can serve as supplementary channel to
resource flows, but not before social change and regional

integration are moved significant step forward.
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—y

eventually bring together more base product producers "

. and more purchaszng count;&aq-and cover more,produGQS.

- ——
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