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ABSTRACT
From developmental to open regionalism:
the case of the Arab Maghreb Union

This study investigates the evolution from developmental regionalism to open
regionalism in the Maghreb. The Maghreb region comprises five states. Since their
independence, these states have been engaged in rzgicnal cooperation attempts. The
th~si= sets out to examine the reasons these attempts have evolved from a
developmental orientation in the 1960s and 1970s, to an orentation of structural
engagement with a more powerful economic partner, the European Union, in the
1990s.

F explores both the internal (regional and domestic) and external (global economy)
circumnstances, which have led Maghreb states first to engage in a joint Consultative
structure and project coordination strategies in the 1960s, to concluding individual
free trade areas with the Evropean Union in the 1990s. This followed the failure of
the Arab Maghreb Union, established in 1989, to deliver political, social, or economic
benefits to Maghreb states. The reasons for this were varied, ranging from the nature
of the Maghreb state, regional poliucal conflicts, and structural economic
impediments, to the rapidly cha ging global econom.c environment. This evolution
in regionalism in the Maghreb has concurred with the shifls in thinking abou" regionat
cooperation and integration elsewhere in the develeping world.

The thesis explores the above theme in five chapters. One examines the evolution of
regional integration theory, two chapters describe and analyse the actual attempts at
regional cooperation and integration in the Maghreb, first in the 196Us, then in the
1990s, - ad another discusses the reasons for the failure of developmental regionalism.
Finally, the last chapter analyses the shift to an open regionalism with the Buropean
Union of two of the core Maghreb countries, Tunisia, and Morocco. It then proceeds
to explain these developments in the context of globalisation. Based on the evidence
from these chapters, the study reaches the conclusion that Maghreb states will not be
able to develop their economies and societies through a strategy of open regionalism.
Rather, they will be better off first pursning developmental regionalism.
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INTRODUCTION

In 1964 the heads of slate and economic ministers of Morocco, Algeria, Tunisia and
Libya established a Permanent Consultative Committee, which was active until 1970 and
disbanded in 1976. T'is was their first attempt at regional cooperation. More than a
decade later in February 1989 the same heads of state, including that of Maurstania,
signed a {reaty that proclaimed again their commitment to pursuing regionalism - luis
time in the forni of a political and economic union — the Arat: Maghreb Union (AMU).
By 1999, ten years later, this grouping has again effectively disintegrated. Instead,
Tunisia and Morocco have proceeded to negotiate Association Agreements with the
European Union (BU), which include the establishmeent of free trade areas between
themselves and the EU, and the Algerian government is seriously contemplating
negotiating 2 similar agreement with the BU. Meanwhile, the Libyan government has
signed the Tripoli Treaty in 1998, creating the Community of the Sahel-Saharan states.'
The Mawritanian governmeni, which is part of the group of Afiican, Caribbean, and
Pacific states that have been in 2 special aid and trade relationship with the European
Community since 1975, is focusing its policy resources on tl.e negotiation of the [ifth

Lomé Convention.

Region-building in the Maghreb has not only been a political and ideological project
sitnated in a particular historical structure, but the Maghreb economic and political area
has also been reconstructed over time. Regionalism, a state-led project, is the outcame of
detailed bargaining and negotiation among domestic‘political actors, based on their
strategic policy calculations pre-empting and in reaction to the structural power of
international capitai as well as the continuing pulf of muliiple national interests. In this
contexl, Maghreb political leaders over time have viewed regionalism as a strategy that

offered them the opportunity to accelerate, modify or reverse the direction of social and

' This Community aims to strengthen cooperation among signalory states, eslablish a joint commission
with the Organisation of African Unity and support conflict meditation efforts. [is members are Libya,
Chad, Egypt, Mali, Niszr, Sudan, Tunisia, and Burkina Faso, with a Libyan as the secretary general,




economic change, brought about by the emergent structures of both globalisation and, to

some extent, regionalisation.

This thesis will examine {he relationship between approaches to regionalism in the
Maghreb and domestic, regional, and global developments since pre-independence untif
the Jate 1990s. It will test the hypothesis that both structural {external) furces, as well as
national and regional (internal) factors have caused the Maghreb political and economic
establishment 1o evolve from commitment to a limited form of developmental
regionalism during the 1960s, to an active pursuit of ‘open’ regionalism by the mid-
1990s. In so doing, it wiil attempt to offer an explanation for the changing rationale and
form of regionalism among developing states during the 1990s. Tt will therefore fest to
what extent region building is subject to factors particufar to the social, historical,
political, cultural and econemic systems of different regions, as well as gibal structyral

forces.

During the first wave of regioﬁalism in the immediate post-independence period, and
following the success of the European experiment with regionalism, third world
governments saw this as a means of overcoming their profound dependency on externat
industrial markets in what was essentially a periphery-core relationship between
themselves and their ex-colonisers. The ideology of coflective setf-reliance, prevaient at
the time, offered hopes of overcoming their underdevelopment. This social and economic
condition of dependency was characterised by declining terms of lrade, an over
concentration on primary commodity exports to the markets of their ex-colonisers and
fluctuating prices on international markets for primary commodities. It was further
complicated by, small national markets and thus a fack of economies of scale or sufficient
demand to achieve lhe required levels of economic growth for development; low
productivity, underdeveloped or almost non-existent secondary and tertiary sectors; and

growing indebtedness.




Theoretically, the dynamic cffects of regional cconomig integration were to assisl the
industrialisation process in small third world economies, which seemed impossible at a
national scale. For dependencia theorists, regionalism was a fiumework that would
enable third world countries to manage politically and sociatly their negotiated
interdependencies, but also challenge what Samir Amin has catled (ke five monopolies ol
core countries, namely tecchnology resources, financial resources, natural resources, media
and commusications, and weapons of mass destruction. According to him, these
monopoly processes have annulled the impact of industrialisalion on the periphery,
devalucd their productive wotk, and overvalucd the *value-added’ to (he activitics of new
monopolies from which the centre profits. As a result he disteibution of income cn a
world scale has beeome even more unegual than before, oflen reducing the industries of

the periphery to mete subcontracting.?

Many regianal groupings were formed in the (levelopil'xg world during this time, with
Lalin America leading {he way. In Africa, regional intcgration schemes were starting o
proliferate by the 1960s. These inctuded the Southern African Customs Union (1910),
the Southern African Development and Coordination Conference (1980), the Preferential
Trading Area {for easiern and southern Africa] (1981), the West African Customs Union
(1959), the West Afrtcan Econoinic Community {1970), the Geononie Community of
Wesl Alvican States (1975), the West African Monelary and Economic Union, the Central
Alrican Customs and Economic Union (1966), the Economic and Monetary Communily
of Central Africa, ang the East African Economic Community (1967). However, most of
these groupings, including the Maghreb Permanent Consultative Cosnmillec, have failed
1o increase intra-reg.onal irade, accelerate indusirialisation and diversify production, and
bargain collectively in international markets or with international vredilors to improve

their lerms of trade and aileviate their externai debt. ’

2 Sec Samir Amin, ‘Regionalisation in the thicd world - in respanse to the challenge ot polurising
globalisation’, mimeo, 1998, pp 12-3



The post-Cold War period has seen a gradual reshaping of capitalism inlo a hyper liberal
form, which gained ascendancy during the 1980s. This new form of capital accumulation
has come to be termed economic globalisation ~ a process faciiitated by the information
technology revolution and drastic reductions in the cost of transport globally, as well as
the polilical consensus of core couniries to pursue trade liberalisation globally. This
consensus has been institutionalised by the signing of the Uruguay Round of the General
Agreement on Tariffs and Trade in 1994 and the subsequent esiablishment of the World
Trade Oreanisation. These technological and political processes have atlowed an
unprecedented amount of capital (o flow across national and continental borders since the
fate 1980s and have led to a fondamental restructuring of production. National
boundaries have become subordinate to the rationality of global production processes,
which were increasingly managed by flexible nelworks of productive entities composed
and recomposed around specific projects.” Production processes were therefore no longer
circumscribed within the bureaucracies of large multinational corporations. This has
resulfed, amongst others, in a break in the link between production and the provision of

employment .

Not only have these developments led to an accentuation of the dominant-subordinate
relationship in indusirial relations throughout the world, but a lac~e part of the world’s
population has increasingly been marginalised from irade, investment, financial and
lechnology flows. The gap has widened between those that are superfluous to these
processes and those that are integrated into the global economy within industrial,
developing and least developed countries, In the global South, social and ecenomic
disparities have increased betwesn Asia, Latin Amesica, and the Middle East on the one

hand, and Africa, on the other, but also between them and the Groop of Seven countries.’

2 For a delailed explanation of new production processes and their consequences, see Robert Cox, *Critical
potitical economy’, Bjorne Helime (ed) futernational political economy: wnderstanding global disorder,
SAPES SA, Cape Town, 1995, pp 39-40

*In 1965 the average per capita income of the G7 was 20 times (hat of the world’s poorest seven countries,
by 1995, it was 39 times that of the world’s poorest seven countries. Sce UNCTAD, Trade and
Development Report, 1997, United Nations, New York and Geneva, 1997, pIV. In 1996, Afvica’s sharc of
forcign direct investment flows 1o developing countries was a mere 3.8 per cent, of which move than half
went to Nigerin and Bgypt, with Morocco the third largest vecipient. At the same time, the shere of Latin




These patterns of production and inequality have gradually been reproduced in regional
setlings. They are especially pronounced in East Asia {with Japan as the core and the
NICs as the semi-periphery and periphery); the Mediterrancan (with Europe as the core
and southern Mediterranean countrics — including the Maghreb — as the periphery); and
the Amenicas {with the US and Canada as the core and Mexico, and other Latin American

and Caribbean countiries as the semi-periphery and peripheny).

State action is nccessarily defined and limited by ihese historical and eatergent structures.
It was embedded in the structure of globalisation that a new ‘wave’ of regionalism
emerged in the late 1980s. This new wave coincided with gradual demise of the Cold
War, declining US hegemony, and an impending world recession. In the Maghreb, it also
coincided with a rapprochement between the two pivotal states in the region, Algeria and
Moroceo — bolh proxies of the Cold War — and in the face of ever decpening and
expanding political and economic integration in western and southern Burope. As
opposed 10 the ‘closed’ regionalism pursued in the 1960s and 1970s, characterised by
inward-looking regional development strategies, almost alf regionalist projects in (he
1990s display a commitment to the elimination of obstacles (o trade within region
without raising extiernal barriers to trade with the rest of the world. This is partly to
comply with Article 24 of the 1994 General Agreement on Tarilfs and Trade, which rules
that in regional trade arrangements, substantially all trade has to be free and that trade

be-riers should not be lifted against imports from third parties.

So-called open regionalism is also a function of the stringent liberal ecoromic reform
programmes that World Bank and International Monetary Fund clients in Africa, Asia,
and Latin America have started to implement since the mid-1980s, as a condition for

continued access to credit (rom these financial institulions. These reform programmes

America and the Caribbean in developing country FDI inflows has deciined {tom 39 per cent in 1986 ta 30
per cent in 1906, In Alica, 38 per cent of total FDJ flows went to North Africa during the period 1991 to
1996, See UNCTAD, Worki fuvestinent Report 1997, Uniled Nations, New York and Geneva, 1997, pp
58.61.




were all driven by similar objeclives: 1o privatise public enterprises, deregulate the
economy, encourage monetarist policies, and generally restrict public (state) intervention

in economic processes.

In both the developing and indusirialised world trade policy has become increasingly
driven by the pursuit of sirategic lrade objectives, as opposed to protectionistist or free
trade objectives. Tluwough strategic trade, states are aimjng to protect key sectors af the
cconomy to ensure that they become internationally competitive, while gradually opening
up less-strategic sectors of fhie cconomy. This has given rise, in an era of unprecedented
global capital flows, (o the emergence of the ‘competition’ state, vying for a share of the
massive volumes of capital, up to $10bn a day, traversing global markets. Thus, the rowe
and [orm of the state has been transformed from that of a ‘bulfer’ between external
economic forces and domestic economntics, to that of an agency or ‘transmission belt” for
exlewnal capital, driving the domestic economy to adapt to the exigencies of the glabal

economy. This has become a marked tendency in the Maghieb.

Maghreb economies, due to their different colonial legacies but also due to the very
different economic des #lopment policies Maghreb governments have followed in the
post-independence era, fall across the econonic spectrum: high (Libya), middle (Algeria,
Morocco, and Tunisia) and low (Mauritania) income. Despite their different levels of
growth and income, they do share salient [eatures. One of these is (heir level of external
debt. Mauritania, classified as a highly indebted poor country by the World Bank, is the
only country that qualifies for substantial debl relief. However, the debt service levels of
Algeria and Morocco, despite their pelentially high-eaming petroleum and phosphate

exporls, have remained unsustainable. In 1995, Algeria, Moraocco, Tunisia, Egypt ana

® In 1995, Alpuria's debt service level was 32 per cent, and that af Maracco was 32 per cent The debt to
exporls ration of Mauritania between 1992 and 1994 amounted to 469 per cent in nominal terms. Sce
United Nations Conference on Trade aud Development, 2rade and Development Report 1997, United
Nations, New York and Geneva, 1997, p 46. In 1995, Mauritania's external debt constitated 235 per cent
of GDP. The cxternal debt of Tunisia, Morocco and Algeria constifuted respectively 61 per cent, 75 per
cent and 73 per cent of GDP in the same year. Sce Africa Institute of Scuth Africa, {frica ar a Glance
189778, Africa Institute of South Africa, 1998, Preforia p 51




Libya were responsible for about 30 per cent of the total external debt owed by the

African continer* whi. : amounted to US$337bn.¢

Another shared structural economic feature is their historical snd present trade
dependence on the Buropean Union, whicl: accounts for more than 60 per cent of the
Maghreb region’s tolal imports and absorbs close 6 70 per cent of its total exports.
Finally, Maghreb econvmies have remained highly vulnerable to fluctuating international
commodity prices, with the possible exception of the Tunisian and to some extent the
Moroccan economy, both of which have safficiently diversified by the mid-1990s not to
be dependent on the extraclion or produciion of one or two commodities. Driven by
these concerns, and aware of the fact that political clout can improve economic
opportunity, Maghreb :cgimes have since independence pursued an array of steategies to

alieviate the abave conditions.

One of these strategies has been regionalism. Due to its historical and ideological nature
this strategy has evolved since the 1960s from ‘closed’ regionatism, to an ‘open’ form of
regionalism, The ‘region’ has also shifted to include the southern European and eastern
Arab Mediterranean countries by the late 1990s, as has the objectives of region building
in the Maghreh. The nature of this evolution, its manifes tion, as well as its structural
and internal causes, wil) be examined in the five chapiers of this thesis.

Chapter one will provide a litetature overview ol the evolulion of regional intcgration
theory. Il will examine the main theoretivat traditions in the [ields of international
relations and economics that have influenced the debate around and implementation of
regional cooperation and integration. The neo-realist and liberal institutionalist schools
have made a significant coniribution to the understanding of the political motives and
instrumentalities of regional cooperation and integration. The neo-classical school in the
discipline of economics has inspired a vast literature, which 1s still relevant, on the static

and dynamic impact of economic inlegration on trade patterns and the welfare of states.

¢ Ibid.




Dependencia and world sysiems theorists were the first to bring to the fore the structural
necessity of regional economic groupings among developing and least developed
counries, and have been very influentiat in the ideology and strategics of African and
Latin American leaders in the 1960s and 1970s. Finally, a neo-structuralist perspective,
emerging concomitant to the ‘new’ wave of regionalism, has rc-iniroduced the pre-
eminence of states and policy elites, whose motives and objectives drive regionalism.

This chapter forms the framework for the anafysis in subsequer:t chapters.

Chapter {wo examines the first altempt at regionalism in the Maghreb after independence.
The first half of the chapter explains the motives ¢ .2pendence leaders in establishing
the Permanent Maghreb Consullative Commitiee, as well as the thinking informing their
actions and expectations in this regard. I examines the institutional form of cooperation,
as well as the political, economic, historical and structural context of this initiative. The
second hall examines the obstacles to this first region-building attempt. These are wide
ranging and include historical circumstances, regional and domestic political conflicts,
regional economic structure, and a tack of appropriate institutions and mechanisms lo

pursue regionalism in a developing region,

Chapler three examines the second attempt at regionalism in the Maghtelb, namely the
establishment of the Arab Maghreb Union in 1989. It describes the political alliances in
the region that provided the basis for multilateral as opposed to bilateral cooperation, and
analyses the motivation of Maghreb regimes to revive regionalism. The chapter analyses
the approach of Maghreb leaders and their advisors to ;egionalism, which differed from
the approach followed in the previous region building attempt. It also examines the
institutions, structures, and mechanisins set up o facilitate regional cooperation and
integralion., Finally it gives a delailed decseiption of the six Maghreb summits, the

decisions made at these summits, and their implementation.

Chapler four analyses the obstacles to the second attempt at regionalism in the Maghreb.

It does 50 in lwo broad categorics: economic and political obstacles. Within each of these




categories, it identifics both internal (domestic and regional) and external (historic
structure and peripheral status) factors that have contributed to the disintegration of the
Maghreb regional project by the end of 1995. The chapter also attempls 1o move away
from problem-solving (heory alone, and interrogates the class-related obstacles (o
developmental region building, including the emergence of a “iransnational managerial

class’, which did not share the attributes of a developmental elite.

Chapter five exaraines the shift from ‘developmental’ regionalism to an open form of
regionalism i the Maglhveb. By the mid-1990s, the political and economic
establishments of the core Maghreb stales have started exploring new strategic avenues to
integrate their economies with that of the European Union. This process whereby
developed and developing states form region groupings is a fairly recent one, and is
usnally driven by industrialised couniries. However, the fact that Maghreb policy makers
have responded the initiative of the Buropean Union to form [ree trade areas, does not
derive them from agency. Rather, they scem (o have pursued this strategy as an
alternative to an intra-Magireb Union for several reasons, botlt nternal and structural,
The chapter evaluates their strategy in terms of ils welfare impact on Maghreb societies

and economies,

Finally, the thesis ends with three key sets of conclusions on the relationship between
national, regional, and global factors and the eynlution of regionatism: in the Maghreb.
The first set of conclusions examines the evolution of regionalism and elites and regimes;
economic siructures; and democracy and pluralism in the Mrahreb. The second set of
conclusions exantines the evoluiion of regionalism and regional conflict management;
balance of power; and vegional institutions and processes. The final set of conclusions
examines the evolution of regionalism and that of (he global economic structure; as well

as changing forms of state and state strategy in the Maghreb.

10




CHAPTER ONE

Theories of regionalism
Introduction

Alihough regions cannot exist without a physical reality, they are neither naturally
constituted geographical units nor ‘common sense’ expressions ol shared identity. On the
contrary, they are the outcome of a complex interaction between the structures of the
mtemational system, the political and ideological struggle among states and sociat actors,
as well as their conscious slrategies in response to global changes. In this sense, they are
above all ‘imagined communities’, like the nations of Benedict Anderson.” Their
boundaries are therefore not fixed, and wlio is “inside’ and ‘outside’ are both a matter of

political ncgotiation and the configuration of structural forces in the world system.

To coniexinalise the domestic, regional, and global factors that have influenced (he twin
processes of regionalism ~ the political project of building a regional community, and
regionalisation -- the regional cxpression of of the global processes of integration and the
changing structures of production and power in the Maghreb region, this chapter will map
out key theories of 'regionalism. These can serve as analytical tools to understand the
motives for region-building among Maghreb countries, but also the reasons wly
development regionalism has failed in the Maghreb. Since there exists no single theory
of regionalism il would be both reductionist and lir;niting o try to understand this
phenomenon [rom any single perspective, or for that malter, to use a study of regionalism

in the Maghreb to refule any specific theory of regtonalism,

7 See Benedict Anderson, fmagined Communiiies: reflections on the origin and spread of nationaiism,
Verso, London, 1991,




In this sense, the aim of this thesis is not theory-building, but rather to gain a deeper
understanding of regionalism in the Maghreb, a much-neglected regional grouping in the
Anglo-American literature, which would hopefully add to the understanding of the
evolution of regionalism in the developing world. What the thesis wilt point out is that
Maghreb states have continued to rely on a voluntaristic, instrumentalist and mimetic
approach well into the 1990s, instead of following a developmental regionalist approach,
called for by the complexity of their social, economic, and political realities, and their

position in the world system.

Terms (hat are often used {o depict different forms of strategies regionalism are regir al
integration and regional cooperation. Regional cooperation tefers to a range of
situations in which individual countries will act together for mutual benefit out of a
common interest in an issue. It can be limited to a single issue, field of activily, or a
particular sector, Cooperation agreements are born of special circumstances 1o address
particular problems. This would include sitnations in which countries make available
their resources, technulogies or expertise to one another. They can collaborate in joint
projects or act jointly in their external cconomiic relations.® However, cooperation does

not necessarily imply a relatiouship of equality among partuers.

The notion of regional integration is more closely associated with cormunity-building,
It takes into acconnt ‘the collective nature of the process of building a common space in a
conscious, negotiated and irreversible manner by pactners who have chosen to share a
common destiny in a politico-institutional framework, which is pre-established through
negotiation and based on a strategic vision of a common [uture’’” It can also be
understood as a process in which the economies or markets of individual states are
merged into a distinel entity by eliminating any existing", discriminatory barriers between

them that would restrict the movement of people, goods, and services. This process can

% See Rob Davies, ‘Approaches to regional integration in the southen African context’, Africa Insight,
Volume 24(1), 1994, p 13 and FF Machlup, A Aéstory of thought on economic integration, MeMillan,
London, 1977, pp 4-9
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ve gradual or immediate, but its end pupose is always to establish a single economic
space.'® Regional integralion is thersforc voluntary, colleclively undertaken, and
peographically defined (as opposed to cconomic integration, which refers to the
integralion of economic activities, sectors, or sub-sectors irrespective of geographic
proximity). Regional cooperation can thercfore be seen as part of the process towards
regional intepration.  This process also incledes the regional coordination or
harmonisation of policies, strategics and regulations in areas (hat are scen to be of mutual

benefit (o all the regional pastners.

This chapter will examine the mosl prominent theories of regionalism in the three
dominant paradigms of the inlernational relations discipline, namely neo-realism, neo-
liberal institutionalism and structuralism." It will also examine the theorics of
regionalismt that have emerged in the neo classical economic paradigm paraliel to

tnstitutionalist theories.

In the nco-realist paradizin, balance of power theory and the theory of hegemonic
stability have allempted o explain how and why states relate to one another in regional
groupings. A vast and influential theoretical literalure on the process of regionalism in
the European Community has been developed in the neo-liberal institutionalist paradigm,
which aims (o explain how and why states, and non-state actors, cooperate with one
another in an ‘inlerdependent’ world system. The classical customs union theory of
Jacob Viner, which has given rise to 2 vast literaturc on the subject of the static and
dynamic effects of free trade areas and customs unions among regional gronpings in the
developing world, formed part of the neo-classical economic tradition of the period afler
the second world w;tr. The structuralist paradigm incorporates various inteliectual
schools and theoretical develes: - . Firstly, it includes the theories of

underdevelopment and dependc i, which were popular dwing the first wave of

# See Naceur Bourenane’, Theoretical and straicgic approaches’, in Rea) Lavergne (ed) Regionaf
coaperation and integration in West Afiica, Alrica Worki Press, New Jersey, 1997, p 51

1% See IC Orantes, “The concept of inlegration’, in Economic Integration and Thivd World Development, p
Sl
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regionalism and principally constituted an exercise in ‘collective self-reliance’ throughout
the developing world during the 1950s and 1960s. Secondly, it includes the world-
systems theory, which divides the world into a core and periphery and thirdly, a neo-
Gramscian view of the world, whereby regionalism in the developing world becomes a
response to a shift towards a ‘neo-liberal disciplinary world order’. Finally, and closely
related to this approach, is that of ‘regional governance’, a neo-structuralist concept,
which examines regionalism as ‘the outcome of detailed bargaining and negotiation
among domestic political aclors’ in the periphery and the senu-peripbery as part of
conscious state strategies for development in a globalising economic order. This
approacl tries to avoid the determinism of world systems theory by pointing to the fact
that some forms of regionalism may offer developing states a ‘historical structural
opportunity’ to expand {rade and industrial production in a world where they are

increasingly marginalised.

1. Neo-realist theories

Mucl of the debat: on nec-realism has been inspired by Kenneth Waltz, who tried to
develop a systemic theory of inlernational relations in which the relations among states
determine their mulual behaviour. In his view, the distribution of power is the main
determinant of the behaviour of states in any political system, inciuding the intematicnal
one. Thus, the relative capabilities of one state vis-i-vis another will determine the nature
of their relationship — siates will always try to prevent cther states [rom becoming too
powerful or resist threats from these states, be it in an international or regional system."
In a region such as the Maghreb for example, states will form alliances to maintain the
‘balance of power’, or in other words, to prevent those states wilh more military capacity,
and larger economies and populations, from deminating the region. Balance of power
relationships are exclusive by nature and only last for as long as a state poses a threat to

others, although collective defense and security alliances tend (o be more long-term.

" The author has derived this schema from Wil Mout, ap.cit., with same modifications,
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William Zarlman has adapted the balance of power 1y to explain intersiate
cooperation among developing countrics.  In his view, thc weakness of post-
independence slates in the third world; the priority they give to internal affairs, their
struggle to put inte place a framework for interstate ,cooperation; and power that is
borrowed from an external environment, have been the major causes of the failure of
regionalism in the developing world. In light of these problems, the balance of power
model, according to him, shows the most potential [or doeeper regional cooperatian,
although it would necessitate much political will to move from a belance of powur

situation to that of regional cooperation.”

The theory of hegemonic stability was first developed by Kindlcberger to explain that un
open world economy requires the ecxistence of a hegemonic or dominant power,
Keochane, Gilpin, and otlters later modified his hypothesis, maintaining that the existence
of a dominant state or hegemon was a prerequisite for states to cooperate, A world power
structure dominated by a singe couniry, according to Keohane, is “most conduci .0 the
development of strong international regimes whose rules are relatively precise and well
obeyed’, Such leadership is based on a general belief in the legitimacy of the dowminant

power, as well as its prestige and status in the international political system."

In the case of regional groupings, the theory of hegemonic leadership would imply that
regionalism will develop ‘more fully in those areas of the world in which there is a local

hegemon able to create and maintain regional economic institutions’ and will not

12 See Wil Hout, “Theorics of internationn] relations and the new regionalisin®, in Wil Hout and Jean Grugel
(eds) Reglonalism across the North-South divide, Routledge, London, p 15

13 See William Zartman, 'L analysc politique du regionalisme’, Sadok Belaid and William Zartman {eds)
Les experiences d'integration regionafe dans les pays du ifers-monde, CERP-CEMAT, Tunis, 1993, p 31

' A considerable depree of idealogical consensus is required, according to Gramsci and other neo-
Marxists, if the hegemon is to have the necessary sipport of other powerful slates. See Robert Gilpin, The
Political Econamy of hiternaiionai Relations, Princelon University Press, Princeton, New Jersey, 1987, pp
72-3
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progress ‘in tl-ose areas wherc hegemonic leadership is less visible'.” The dominant

state(s) will either be able to imposc cooperation or bear a disproportionale parl of the
burden of the regional arrangement. In the case of the European Community, this role
has been initially assigned to France and Germany, In regional groupings among
developing couniries, however, especially during {he post-independence period, potential
hegemonic states did not ye! have the power fo initiate regional cooperalion, since all
their resources and capacity were directed towards iniermat objectives, wilh their external
nitiatives mostly ‘drowned’ by iniernal problems. Neilher did these slafes want to carry
the burden of regional leadership, which would mean (haf (hey would have to offer more
resources o this end than other states. This has clearly been {he problem in the Maghreh
where neither Algeria nor Morocco, the poiential hegeinons, were prepared to sustain the

impetus for regional integralion.

In this situation, smaller member states, which arc often fragile and unstable, in regional
groupings among countries of the developing world may view their reltance on a
hegemon as a sign of dependency. This fear is particularly justificd when the dominant
power In a region, as has oflen been the case, does not share equally the benefits of
integration. This has led Zartman to conclude that in developing regions, a regional
hegemen may be counterproductive and may even force regional partner states lo seck
proteclion elsewhere, for example by joining other regional groupings. This would
therefore lead to the disintegration of a regional grouping, which the hegemon has tried to

create.'®

The relative-gains argument, which is closcly related to the balance of power theory,
posits that in the absence of a regional hegemon. Even if states can derive an absolute
gain from ¢ eration they will refrwn from cntering into a cooperative relationship if

they expent that other member stales will benefit relatively more from the relationship

IS See JM G+ ;eco, *Bystemit sources of variation in regional institutionalisation in Western Lurope, Bast
Asia and 1he Americrs® in [D Munsficld and HV Milner (eds), #e Political ilconomy of Regionalisut,
Columbia University Mess, 1997, p 173

1 Zariman, op.cit., p 3u




and end up comparatively sironger. This is relevant for both polilical and economic
cooperation among stutes. For example, the reason why many regional integration
groupings in developing world, but especially Alfrica, have [ailed, was that smaller
regional partner slates, being ‘delensive positionalisls’, saw more benefits accruing to
other partners in the regional scheme, and they therefore opted out of the agreement."
Similarly, the reason why elites in developing countries want to form alliances with those
of developed countries, is because an economically more powerflul state might provide
scarce military, cconomic and technical resources, which, in turn, could resolve internal
economic and political problems. The developing country partners will therefore end up

comparatively stronger in these alliances. '

2. Nco-liberal institutionalism

This paradigm departs {rom realism in ils conception of the nature of the world system.
In the view of neoc-liberal inslitntionalists, relations among slates are uol primarily
determined by their relative power, but by the ‘complex interdependence’ (the seminal
formulation of Nye anrl Kechane) of the international political economy. The power of
states therefore varies according lo the issue area involved and cooperation is the rule
rather than the exception, cspecially in areas where policy caordination is necessary lo
secure public goods such as stable monetary relatians, {ree trade, and sustainable

development.”

Institutionalists also assume that regimes, or the ‘sets of implicit or explicit principles,
norms, rules, and decision-making procedures around which actors’ expectations

converge in a given area of inlernational relations’, influence substantially the policies of

7 This has been one of the main conses (or the faiture of (he East African Economic Camnuuity, and the
Geonomic Community of West African Stales (Ecowas). See Peter Robson, Jufegration, Development, and
Equity: economic infegration in West Afriva, George Allen and Unwin, London, 1983, for more detail

¥ See 1S Levy and MM Barnett, *Alliance [onmation, domestic political cconomy, aud third worlkl
sacurity’, Jerusafem Journal of International Relations, Volume 14(4), 1992, p 23

19 See RO Keohane and IS Nye, Power and Inferdependence: world pofitics in fransition, Little Brown,
Boston, 1977




national governments.® "rhe creation of such regimes «Joes not depend on the existence
of a hegemon, as neo-reatists would argue, but on Lhe existence of shared interests. The
creation of regimes also offers possibilities for states from the periphery and the semi-
periphery to influence the sutcome of inlernational political and economic relations.  As
such (scmi)-peripheral states will try to minimise the working of the market allocation
mechanism in certain areas, preferred by core countries, and replace it with allocation
through international regimes. Peripheral countries are thus engaged in 2 structural
conflict with core countries,”

Neo-liberal inslitutionalists view regional schemes as regimes thvough which (he
atlocation of certain public goods can be ustablished. Many neo-liberal institutionalist
theories were based on the integration experience of Western Europe since the late 1950s,
and their focus has been on processes whereby states and clites cooperate and the
preconditions for such cooperation. They therefore neglected to cxamine the world
structure withir. which cooperation takes place, as well as the agency of cooperation,
namely states, elites and non-state actors. Three main schools of thought can be
distinguished in this theoretical tradition: the functionalists, the nco-functionalists and the

federalists.

2.1 Functionalist school

According to the functionalist school, represented amongst others by David Mitrany, Karl
Deutch and Amitai Bzione, cooperation between states in economic and technical issue
aveas would fead to cooperation in polilical areas. During the period following the
second world war, the growing complexity of governmental systems, the expansion of
government involvement outside traditional spheres, parily because of the accumulation
of technical problems at {he international level, have greatly increased the scope and

content of governmental tasks, especially in technical fields. This created not only the

% See Stephen Krasner, faternationnd vegimes, Comell University Press, New York, 1083, p 2
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demand for highly trained specialists in national governments, but also for increasing
coliaboralion among technocrats, rather than among political elites. This siluation has

created a new framework for international cooperation. *

According to [unclionalists, techmical and functional cooperation would reorient
international activity away from national competition, war and conflict towards peace,
This assumplion ;s based on the hypothesis that national loyalties can be diffused and
redirected (o a framework for internationat cooperation. This will happen, according lo
Mitrany’s ‘doctrine of ramification’, because funclional collaboralion in one sector or
field would tead to the need for collaboration in other sectors or fields, including the
polilical. For example, the effort of the European Commimity to create a conumon market
has generated pressure for further collaboration in policy-formulation around pricing,
Investment, iransport, insurance, wage, tax, social security, banking, and monetary

practices.”

Karl Deutch has made a substantial contribution to the theory of regionalism in his work
on the relationship belween communication and the integration of political and security
communities.?* He employed communications and systems theory in examining the
building of a political and security community in the North Atlantic region. This was
used to explain the endurance of the political system in this region, which depended,
according to Deutch, on the flow of communication within the unit, as well as belween

the unit and the outside world.* He distinguished three prerequisites for the formation of

-

' See Stephen Krasner, Snwchiral conflict: the Thivd World against global liberalism, University of
California Press, Berkeley, 1985

2 See AJR Groom and P Taylor (eds), Theory and Practice in internationd] relations: functivnatism, Crane
Russak, New York, 1975 for an in-depth analysis of functionalism.

B See JT Dougherty and RU Plalizgralf, Coritending theories of international relations, Harper and Row
Publishers, New York, 1981, pp 419-20

# gep KW Deuteh, *The impact of communications on international relalions theory’, in Abdul Said {ed),
Theory of iternational Relotions: the crisis of relevance, Prentice-Flall, New Jersey, 1968

2 According to Deutch, pelitical systems enduee mainly as a result of a systemic cyele of abstracting and
coding incoming information into appropriate symbals, stering the symbols. This happens while the
systent is dissocialing important information trom the rest of the symibols, recalling stared information as
the neec arises, and recombining stoced information entered into the system. In this approach, Deuich




.

pluralistic security or political conumunities: (i) the compatibility of values among
dectsion-makers, (i) mutual prediclability of behaviour among decision-makers and (jii)
mutual and non-violent rapid responstveness to the actions and communications of other
governments, Community-building is not a linear process: background conditions could

influence the sequence of communications and coding ot any given fime.

In addition, he identified conditions that would lead o the disintegralion of a polilical or
security community. These included extended military commilments ol any member
government; an increase in political participation in the community on the parl of a
previously passive group; growing ethnic or linguisiic differentiation; prolonged
cconomic decline or stagnation in any of the community members; refative ‘closure’ of
political elites to outside influences; excessive dclay in social, political and economic
reforms; and the Tailure of a lormerly privileged grovp lo adjust lo iic loss of

dominance.

Agolher functionalist, Amitai Ezione, has examined efforts to form political uniis beyond
the nation-state to trace the evolution of political communitics. To this end, he has
identified four stages: (i} the pre-unification of states, (i1} the process of unficatiom, (iti)
integration of cert un sectors of the union, and (iv) the termination of the union. e
attributed a prominent position 1o Lhe existence of politically-aware elites as ‘carricr
agents’ in 1he process of regional inlegration. In this regard, he concluded that unions
thal are more egalitarian with fewer elites, are more likely to succeed than less egalitarian
unions. He also concluded from his examination of political unilication in the EEC that
as the usefulness of the union increased in the view of the clites, they slarted identifying
aore with the colteclivity, thus becoming more commitied to its success. Support for the
process of political integration also increases with the reward of ‘unils® and ‘sub-units’ in

the process.

drew heavily on the writings on cybernetics ol the mathematician Norbert Wiener and on Talcott Parsons’
work on general systems, Sce Doupherty and Plalizgrafl, op.cit, p 424

% See KW Deuteh et ul., Pofitical Commumnity and the North Atlantic Area, Princelon University Press,
Princeton, {957
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Drawing [rom a compurative study of the Nordic Union, the EEC, the United Arab
Republic and the West Indics Federation, he concluded that those unions ruled by
systems elites (from both the member govermments and the collective union) were more
effective that those ruled by eliles from member govermments only.”  Vertical
communication belween elites of member governments and those of the collectivity also
enbnuce the prospects for political unification, which necessitates that elites from member
states are adequately represented in the collectivily, and that they are responsive to the
actions and communications of the colleclivity. The efforts at polilical integration among
developing countries would be much less likely 1o succeed than those of industrial
countries, according to Ezione. This would be because their elites lack the political and
organisalional skills necessary to gencrate vertical coramunication in the union; deal with
the problems of regional unification; and because elites from member governments, and

not ‘systems’ eliles gencrally rule the union,®

2.2 Neo-functionalist theory

Neo-functionalist theory, the intellectual descendant of [unctionalism, has its empirical
Lasis in the process of regional infegration in Europe. Its main proponents, Ernst Haas,
Joseph Nye, Robert Keohane, and Philippe Schmilter have attempled to refine
functionalist theory of integration. Following his research on the European Coal and
Steel Communily, Ernst Haas suggested that the expectations ol gain or loss, of major
gronps within the unit to be integrated, will determine the decision of political elites (o
proceed or not with the process of integration, Actors in government and the privale
sector, he mainlained, would support this process for essentially pragmatic, rather than

altruistic reasons.

¥ Gee Amitai Ezione, Polifical Unification, Holt, Rinehart and Winaton, New York, 1965, p 296
#® Dougherty and Plaltzgeaff, op.cit., p 430
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In contrast to Mitrany, Haas suggested that power play a large role in integration, By
implication therelore, techaical cooperation would lead to new forms of political action,
instead of bypassing it. Thus, fonclionally specific international programmes would give
rise (o organisations whose ‘power and competencics gradually grow in line with the
expansion of the conscious task, or it proportion to the development of unintended
cousequences arising ftom earlier task conceptions™® In his definition therefore, power
cannot be separated [rom welfare, and as a result of the learning process in intematjonal
programmes, power-oricited governmental activilies can cvolve lowards welfare-oriented
action. This is because aclors realize gradually that their own interests are better served
by commitment (o a supranational organisation, and therelore npply those lessons leamned
in one functional sector to olthers.  The 11ost effective ‘carrier agents’ of regional
integration, in his opinion, ave likely to be the expert managers of functionally specific
bureaucracies from different states joined together to meet specific needs, rather than a
combination of system elites and ruling elites, as proposed by Ezione. Thus, central to
neo-fupctionalist integration theory is the gradual politicisalion of aclors® tasks and

purposes, which were initially regarded as “technical’ or ‘non-controversial’ >

The aeo-funclionalists, especially Emst Haas and Phillipe Schunitter, also
coined the important ‘spill-over’ effect. ‘Spill-over’ can be dolined as the
process whereby
‘members of an ihtcgmtion scheme...agreed on some colleclive
goals for a variely of reasons, but unequally satisfied with their

attainments of these goals...attempt Lo resolve their dissatisfaction

¥ See Emst B Haas, ‘Beyoud the nation-state, Stonford Universily Press, Stanford, 1964, p 48

0 taas rephrases the functionalist position as follows; 'Intcrmalional integralion is advanced most rapidly
by a dedication to welfare, through measures adopted by experts aware of the political implicalions of their
task and representatives of howmogenons and symmetrical social aggregates, public or private’, Sce Emst B
taas, The Uniting of Ewrope, Stanford Univesity Uress, Stan{ord, 1958, p 49

3 See Brast B Huas and P Sehuwsitter, *Eeonomics and Diflerential paltems of politicol integralion:
projections about unity in Latin America', fnternational Organisation, Volome 18, Autumn, 1964, p 707
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either by resorting to collaboration in another related area or by

intensifying their commitments 1o the original scctor, or both’,»
From Haas® empirical observation of the European Coal and Stcel Communily, it became
clear that actors such as leaders of trade unions and polilicians who had experienced
benelits of integralion through supranalional institutions in onc sector, would favour
integration 1n another sector. Based on his shudy of integralion in Lalin America,
however, Haas concluded that for anthorative and legitimale international tasks to assume
a high degree of functional specificity, they have to be related 10 the needs and demands

of important national clites. He also found that issues such as human rights are more

conducive to spiil-over than for example, trade union issues.”

Haas and Schmitler identified three sets of variables that would influence the evolution of
the integration process from an economic to a political “union’. Thesec were (i)
background variables: the size of member slates, the extent of social pluralism witbin the
member stales, clite complementarity, and transaction rates among states; (i) variables of
the economic union: powers delegated (o supranational structures, and the level of shared
~oyerumental purpose; and (iii} process variables: decision-making style, rates of
{ransaction between states afler inlegration, and their responsiveness to crises. They used
(hese variables as a measuring instrument of integration — the higher the score on each

variable, the higher the degree of integration.

However, by the mid-1970s, Haas has become highly self-critical about his and others’
neo-fitnctionalist propositions. He conceded, alter having cxamined the movement
towards European integration in the 1960s, and the difficulties of achieving a common
external ari[l, uniform rules of compelition, a freer market for the movement of labour,
and the fornuiation of 2 Common Agriculiural Policy, that ‘pragmatic interest politics

concerncd with cconomic wellare has its own built-in limits’. That is, if’ pragmatic

32 Rans refers to spillover as the ‘expansive logic of sector imcgrntie:n' and mainiains that actorg, desiring
to adapt integrative lessons learned in one confext {o a new situation, will generalise the lesson®. Sce Ernst
B Naas, Beyond the nation-state, Stanford University Press, 1964, p 48

 Haas, 1964, op.cit., p 409 *
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intercsts can be satisfied by a low degree of integration, there will be no incentive or
support for a higher degree ol integration. He noticed that, in spite of an accumulation of
more complex issues confronling national governments, elite politicians did not resort to
supranational institutions to resolve these, which refuted his ‘spill~over’ thesis (o some

extent.

This led to his formulation of two distinct concepts: that of ‘fragmented issue linkages’,
and ‘externalisatinn’.  According to the concept of fragmented issue linkages,
governments would accept the surveillance of their domeslic and foreign policies in issue
areas such as foreign trade and investment, energy, outer space, and technology by the
international system. They would also accept the fact that their domestic policies could
alfect the economic security of other states, and therefore that the internalional system
should interfere in the operation of markets.™ The concept of externalisalion referred to
the fact that extemal factors often necessitate that regional communities adopt commion
positions vis-4-vis non-members.”® Through these concepts, Faas attempted to overcome

the deficiencies in the ‘logic’ of spill-over and incrementalism.

Haas did acknowledge that the findings of regional integration studies can be no more
than empirical generalisalions. This was also a general critique against all the theories of
neo-liberal institniionalism, since the causal relation belween behaviowr and attitudes of
political clites, and certain political conditians and events, could not be justified in terms
of a comprehensive intellectual structure, and therefore had very little theory-building
value  Several scholars afier Mitrany and Haas have atltempted to refine neo-
functionalist theories of integraiion, mostly criticising their findings for their narrow

empirical focus on the integratiopn experiences of Europe and North America alone.

* See Brnst B Iaas, ‘Turbulent fields and the theory of regional integration’, /neernational Organisation,
Volume 30(2), 1976, p 184

¥ According to Phillipe Schmilter, regional integration encourages “policy externalisation' inn the case of
new regional instituiions duc to the influence of public authorities and private interests, See PC Schnuitter,
‘Aulonomy or dependence as regional integralion outcomes: Central America', Institute of International
Sindics Research Series, No 17, University of California, Berkley, 1972 pp 9-10

 See Grnst B Haas, “The sludy of regional integration; reflections on the joy and anguish of pretheorising',
International Organisation, Volume 14, 1970, p 614 .
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It was in this context that Joseph Nye developed a neo-functionalist model based on the
integralion experiences of both Europe and developing countries. Following this
expanded empirical evidence, he modified the following seven process concepls in neo-
functionalist literature®”:

i) Spill-over: The adverse cffects on national employment, inflation and monetary affairs
of an increase in cooperation or linkages of tasks among the unifs of a regional grouping,
might cause ‘spill-back’, or the reluetance of political actors to develop further conunon
institntions and interests. This is especially important for groupings in the developing
world. Both the reality and the perception of the unequal distribution of gains among the

members of the grouping have been a major cause of disintegration.”

ii) Transactinns: Rising transactions among units do nol necessarily {ead to a widening
of the scope of integration, but can strengthen the capacity of common institutions to acl
on their specific tasks. This implied that integration should not only be measured along
guantitative lines, but also along qualitative lines such as the instifutional capacity

emerging [rom increasing transactions.

fif) Linkages and coalitions: Nye has refined the concept of ‘spill-over’ to that of
‘accentuated spill-over’. In this revision, state actors and others do not cooperate only
because of common ‘technical’ and economic concerns, but also because of the political
feasibility of increasing cooperation. Public support for the integration project, for
example, will intensify the process of cooperation among political actors and

lechnocrats.™

3 For more detail see JS Nye, ‘Comparative regional integration: concept and measwrement’, International
Organisation, Velime 22, 1968,

% A case in poinl is the East African Community. Sec J Ravenhill, ‘Regional integrat‘on and development
in Africa; lessons from the East African Community’, in Jorrnal of Commonwealth and Comparative
Politicy, Volume 17(4), 1979

% See Dougherly and Pfaltzgrafl, op.cit., p 440
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iv) Etite sociatisation: The extenl to which national burezcrates become participanis in
regional inlegration projects will determine their support of the regional grouping, as they
hecome socialised in a regional ‘consciousness’. This will in turn determine the cventual

suceess of the grouping.

v} Regional group formation: According to the neo-funclionalist thesis, regional
integration stimulates the creation or non-gover *mental transnational associations. Based
on his findings, Nye rejects this thesis, arguing (nstead that national interest groups prefer

to maintain their prerogative around specific interests

vi} Ideological-identification appeal: Nye argued that a sense of regional identity is a
powerful driving force of regional integration. Acéording to him, ‘the stronger the sense
of permanence and the greater the identive appeal, the less willing are opposition groups
{o attack an inlegration scheme’.*® As such the regional project could even legilimale

authorilative governments in the eyes of opposition groupings or forces.

vii) External actors: Apuwrl from governments, inlemational organisations, as well as
internalional noun-governmental actors could act as catalysts of regional integration
schemes. These external actors, such as international financial institutions, could either
give financial, administrative or technological support lo the grouping, or serve as a

conunon ‘threat’, which would be a motivation for cooperation among states.

The notion of ‘integrative potential’ has been central to Nye’s revisionist model of the
neo-functionalist concept of ‘spifl-over’. The commitment of actors to regional
integralion, and the evolution of regional integration would therefore depend not so much
on ‘spill-over’, as the ‘integralive polential’ among states. Such potential can be

measured as follows:

© See IS Nye, Peace in purts: integration und conflict in regionol organisetion, Little Browu, Boston,
1971, p 73
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i) - the higher the level of domestic stability and the grealer the capacity of key

decision-makers to respond o the demands within their respeclive political uniis,

the more likely wifl be their participation in a regional unit;

the more symmelrical states are in economic size and level of development, the

oreater the likclihood of regional integration;

in}  the higher the degree {o which elites think alike in a regional grouping, the morte
likely the prospecis for a sustained impetus towards regional integration; and

iv)  the existence of pluralistic societies, especi 'y funclionally specific groups such
as banking, educalional and commercial groups, will ensure feedback from

process mechanisms, thus driving the regional integration process.”!

A final institutionalist theory, dating from the same era as the functionalist sckoo! of
thought, but nch less influential, has been that of federalism. According to federalists,
regional groupings should establish supra-national institulions and a cowamon
constitution, similar to those of a cenlrai government among member states, from their
inception. In the case of regional schemes arrang developing countries, for example, this
could contain nationalism and promote economies of scale much more effectively. Such
instilutions would altend to legal, administrative and budgelary matters, and thus
facilitate the integration of nationat economies,” This theory has not gaimed much
support among scholars on regionalism. No .cr.onal grouping in history has been
successhully driven or constructed through supra-national political institutions, either in
the developing or developed world. This school of thought has thercfore given false hope
to many groupings especially in the developing world, which have emulated (he
establishmen! of swpra-national inslitutions in the Buropcan Community, no* taking

account of (he fact that these took several decades to develop and then only because of

' Nye, 1971, op. cit

2 Ror more detailed information on federalism see 1 Mazzeo (cd), African Reginnal Organisations,
Cambridge University Prcss, Cambridge 1984, Machlup, op.cit, p 4§ and Abmed Azhrout, ‘Alvica's
experiences with regional integration schemes; Aftica Volume 47(4), December 1992, p 564
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specific cconomic and political conditions, which do not cxist among devcioping

countries.”

The functionalist and neo-functionalist ‘pioneers’ of integration theory have been
criticised on many [ronts, A major criticism against the neo-functionalist school has been
its emphasis on process, particularly in the afllermath of the second world war, and
subsequent neglect of agency, notably the state. In f{act, the integration process was seen
largely as an antithesis to the nalion-state and assuming the formerly dominant position of

™ This has led to a bilurcation between theory and practice in ‘classical’

the nation-state.
inlegration theories, particularly since automatic ‘spill-o'ver‘ has been countered time and
again by member states of the Europcan Economic Communily, In the words of Alan
Milward, ‘ncofunctionalism failed the test of history, because it did not asiec the crucial
question about where the power lay in the post-war period, and its enthusiasm for theory
with predictive value practically did away with the nation-state as the central unit of

political organisation’.”

Although the intergovernmentalist school, in response to these criticisms, tried to bring
the state back into the integralion dic~ourse by examining integration as a phenomcnon
resulling lrom (he interaction among states in a bargaining process, it failed to

# This discourse was only revived in

sulliciently explain state strategies for integration.
the 1990s by liberal intergovernmentalists such as Andrew Moravesik and Alan Milward.
Their ‘state-ceniric’ approach on integration is premised on the fact that regional
integration is not the outcome of some process variables, but rather of states’ actions in

the inferstate political bargaining process. States cooperate because, in an interdependent

9 Yor an overvies. of integration and supra-nationalism in the European Union, see Richard Griffiths, ‘The
dynamics anJ stages of Euvapean integration: 1945-1995°, Furapean Union and Southern Afvican
Develop. v Comunuiity Seminar on the regionel integration process, Centre tor the Study of sub-Salaran
Afviea. sor ux, 1995, pp 65-84

M Qee i, v Friis, *Challenging a theorelical puradox: the lacuna ol integration policy (heory’, Global
Society, Volan g 11(3), 1997, p 360

5 A Milward et.al., The fiontiers of national sovereigniy, Routtedge, London, 1993, 3

* Sianley Tloflman was one of the main proponents of the intergovernnental schaol, Sce Frils, op.eit,, p
361
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international svstem with increasing trans-border [lows of goods, services, and factors of
production, they are constantly subject to policy externalilies or silnations where the
decision of one govermnment creates costs and benefils for socially significan( groups
outside its jurisdiction. The wish to avoid negative externalities thus provides the main

incentive for cooperation.

Unlike the traditional interdependence sciool the liberal intergovemmentalists do not
draw a direct line from interdepencence to inlegration. The latter will largely depend,
they argue, on domestic politics, anc more particularly, on the preferences of national
social groups that may either benefit or be huit by cooperation agreements.””  Moravscik
and his followers have departed even further from the ﬁeo»functionalisls’ argument that
the state has been weakened substantially due to an increase in {ransnational alliances in
the casc of the European Economic Community. The former argue that the state has in
fact been strengthened by these transactions, since they have allowed national executives
to monopolise the iniliative over many policy areas that which used to be the domain of
domestic politics, due to the cxclusiveness of the interstate bargaining process. This
process has also bolstered the domestic power of executives by providing them with
additional sources of ideological legitimacy by enabling them to frame unpopular policies

in regional terms. ™

Neo-institutionalists therefore expect rcgional schemes to tn negotiated in situations
where states have clearly defined common intercsts, brought aboul by their
interdependence. Such slates then create mechanisms for policy coordination, which
leads to deeper cooperation. Such arrangements are seen as necessary ta procure a public
good or averl negative exicrnalilies, which may result [rom interdependence.
Neofunctionalist theorists and their vevisionists have also emphasised the importance of
domeslic politics, and espccially policy clites and interest groups, in regionalist

arrangements.

¥ See Wil Houl, op.cit., p 18




The relevance of this theory for regional integration groupings in the developing world
has been questioned on several grounds. Amitai Ezione has already touched on some of
these, notably the lack of administrative and political skills and a preoccupation with
problems of domestic modernisation, which prescnt major barriers to successful
integralion along this model among developing countries. Sccondly, Western Buropean
nationals could affo:d to (reat functional economic integration as a matter of ‘welfare’
politics since they started integrating from a relatively industrialised base. In developing
regtons, however, functional economic integration is a matier of *high’ polilics, because
countries embark on regiona! integration from an upderdeveloped cconomic buse,
Thercfore, instead of a ‘gradual’ politicisation of functional cooperation, there has been
an bmmediate and premature *overpoliticisation” of technical and economic cooperalion
issues among developing countries, thus greatly reducing the scope for bureancratic

initiative and quiet deal-making, which is the backbane of neo-functionatist theory.”

In regional groupings among devcloping counlries, the primacy accorded to the
institutionalist instrumental approach in building regional communities, has severely
handicapped their past attempls at economic integration. The reason is threefold. Frrstly,
excessive stale contrel has characlerised the definition and implementation of regional
schemes. Sccondly, throughout Africa, regional bodies have attempted to emulate the
European expericnce by ercating bodies structuraily similar to those of the Buropean
Community, bul without according them the same functions or powers, Thirdly, regional
integration among developing counlrics has also been characterised by inordinate
voluntatism in the face of obvious operaiional constraints (such as timing, geographic
impact, and the neglect of national strategies). In light‘ of this, Naceur Bourenance his

argued that

 See A Movavesik, *Why the Conumunity strengthens the state; domestic potitics and internationat
cooperation’, Centre for European Siudies Working Paper Seriex, No 52, Harvard Universily, 1994

% See SKI Asante, The political economy of regiondalism in Afvica: a decade of ECOIVAS, Pracger, New
Yurk, 1986, p (2
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the instrumentalist stance taken in most scholarly treatments of regional
mtegration led 1o a dearth of analysis regarding (he socio-cconomic,
political, cultural, and spatial feasibility of integraiion projects and helped
to reinforce the voluntarism of state-led initiatives. This helps to account
for the excessive optimism of government leaders and high officials at
summit meetings of [regional) organisations, Heads of states were thus
reinforced in their apparent belief that it was sufficient (o agrec among
themselves at the highest level for regional integration to magically aceur
vver the whort or medium tixrm. Everylhing was done as though the
authorily of heads of state was absolute, as though they were the total
masters of their respective societies and totally independent of their
regional and international envivonments, and only had to copy the

experiences of others to suceeed.”®

3. Neo-classical economics

The theoretical foundations of conventional economic approaches to regional integration
date back lo threc important economic schools of {hought in the 1960s. The most
influential one, which developed parallel to Ihe schools of thought in the liberal
institulionalist paradigm, was neoclassical economics. Even today, most mainstream
ceonomic literalure on regional integration in the developing world cxamines regionalism
as an issue of trade theory, in particular cusloms union theory, which is a branch of tariff
theory. The main debate anong economtists on regionalism in frade theory is whether
welfare and production elficicncy will be maximised through the multilateral trading
systemn, through ‘proteclionist’ and prefereniial regional trading systems, or through

both® Today, regionalism and multilateralism represeiit competing, but not nccessarily

% See Bourenane, op.cit. p 59

$! For a sumunary of this debate see Wieslow Michalak and Richard Gibb, ‘Trading blocs und
multilateralisny in the world cconomy’, Aunals of the dssociation of dinerican Geograplers, Vohune
87(2), pp 264-279, Also see Juime de Melo and Arvind Panagariya, The new regionalism in trade pelicy,
World Bank and the Centre for Reonomic Policy Rescarch, Washington and London, 1992,

K}




mutnally exclusive, principles and processes underpinning the economic trade and

integration in the global cconomy.,

One of the major phenomena characterising internationai irading relations during (he
post-second world war period has been the development of regional trading groups, and
primarily customs unions. In the aftermath of the economic nationalisin of the 1930s,
U"peral economists were arguing that the reduction of trade barriers in a non-
disciiminating foshion would maximise welfarc. This shill in thinking gained politicat
currency through the conclusion of the General Agreement on Tarifls and Trade (GATT)
in 1947, which aimed 1o eliminate tariff and non-lari(f barriers to trade among countries

on the most-favoured-nation principle in a gradual fashion.

The ouly exception to the most-favoured-nation principle was Arlicle 24, which licd
down the rules for the establishment of customs unions and free trade areas in regional
groupings.®® The reasoning was that because customs unions were a move towards free
trade they would certainly increase, even if they did not maximise welfare® This
thinking was based on David Ricardo’s theory of comparaive advanlage, which argued
that in a specific region, the marginal cost of production for similar goods and services
would dilTer among couniries, thus providing them with an incentive to (rade with the
purpose of maximising efficicncy,  Any distortion of these (assumed) perfectly
competitive prices, such as import taxes (tariffs), would be detrimentai to those producers
with the comparative advantage, which is why the removal of tariffs would be welfare-

creating.™

Another underlying principle of liberal trade theoty is that of the division of labour. For
the production of goods to be competitive on the international market, it needs quantities

of output (scale economies) that can only be achieved when different economies divide

2 See J Baghwati, The New fnternational Economic Order: the North-South debate, MIT Press, Cambridge
Mass, 1977, p 237

3 See B Sodersten, nrernational Economics, MacMillan, London, 1985, p 275

¥ See David Ricardo, The principles of political cconomy and taxation, Cambridge University Press, 1951,
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amongst themselves the stages of production. This is especially true for smaller
economies, which do not have the economic infrastructure to produce in large volumes,
or absorb the outputl of large-scale production. Thus,‘efﬁcient large-scale production
would only become feasible when an export market is added to the domestic market, and
labour is divided among the factors of production {capital, labour, natural resources) of

countries who do nof. have any barriers to trade among themselves.”

The seminal worka of Jacob Viner (1950), Meade (1955), Lipsey (1957, 1960), and
Balassa (1961/2), all of whom have written on customs unions, has inspired a vast
cconomic literature on the theoretical and applicd analytical aspecls ol economic
inlegration.  Using fhe concepls of ‘lrade creation’ and ‘trade diversion’, Viner
challenged the proposition that customs unions were a move in the dircetion of free trade
worldwide. While a custonis union did amount to [ree trade among members, it implied
trade prolection vis-d-vis the outside world, He thus demonstraled that customs unions
and [ree trade areas are not always welfare imptoving,
According to Viner’s pioneering study of the theory of customs uniens, which focuses on
the production effects of a customs union, and resullant changes in trade structure, the
formation of 4 customs union would lead fo increased trade between the union members.
The desirability of this, be it from the point of view of the union member or the world as
a whole, would depend on the balance between trade creation and trade diversion. Trade
creation refers to a situation where the production of sonie goods is shifted from a less
efficient source of supply within the union (i.e. previously protected domestic producers)
to a more efficient sowce in the union, Trade diversion refers to a situation whete the
production of some goods is shifled from a non-member efficient producer or scurce of

supply (the most competitive suppliers as ong as the imporling country’s tariffs remained

55 See Machlup, op.cit,, pp 43-4, 86-7
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the same regardless of the origin of goods) to a less efficient member, which became a

supplier only because the duty on its imports was abolished under the customs union.*

Both effects are likely to occur as a result of the tariff changes implicit in the formation of
a customs union. In the view of classical economisté, the former represents a move
towards preater efficiency at both the union and the world level, and is therefore welface
improving, It also cnables more efficient resource atlocation within the union. Trade
diversion, however, [eads to reduced efficiency and (o an adverse movement in member
countries’ terms ol (rade (since the union mermber is a more expensive source), and
(herefore has an adverse eflect on welfare at both the union and (he world level. Lipscy
added to Viner’s theory by arguing that the change in relative prices when a customs
union is formed may lead (o more efficient consumption and consumer satisfaction,
which means that even a {rade diverting union can be welfare improving. He, and others
after him, also iurther refined the static welfare effects that could acerme from a customs

union, including, amongst others, substitution and terms of trade elfects.”’

Varions condilions, however, will determine whether a customs union among a group of
counlries will create or diveri trade. Arthut Hazelewood, in his study of the East African
Communily, has classified these factors inlo those that tend 1o enhance (rade creation and
those thal tend 1o minimise trade diversion. Faclors that tend to cnhance trade creation
include ar, extensive overlap among unton members in activities protected by the tarilf,
and a large difference between member couniries in the cost of producing the
commodities subject 1o protection. The reasons for this are that there would be a
substantial re-aliocation of resources away [rom inefficient domestic producers to more

efficient producees wilhin the union.

58 See Jacob Viner, The Customs Union Fssie, New York, Canergic Endowment for International Pegce,
1950, pp 43-55

57 See William Lyakurwa et au., 'Regianal integralion in Sub-Saharan Alrica: a veview of expericnces and
issues’, Ademola Oyejide etal, (eds), Regional Integration and Trade Liberalisation in Sub-Saheran
Afvica: Volume 1: Framework, issues and methodologicat perspectivey, McMillan snd St Marting Press,
Fondon and New York, 1997, pp 164-5
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Factors that tend to minimise trade diversion include the existence of many union
members, pre-union trade being a small proportion of members’ production, a high
proportion of pre-union irade being with members, and a low common external tariff
(CET) compared with the members’ pre-unjon lariff, and low (ransport costs. The
removal of a high pre-CET (ariff would tend to lead to (he substilution of high-cost
domestic supplies with low-cost supplies from within the union. A low post-union tariff,
{n turn, would reduce the likelihood that low-cost producers from outside the union be
excluded from the union market. A customs union between countries, which are
separated by high (ransport costs, would not lead to the more efficicnt allocation of
resources, since inefficient domestic producers would continue to be sheliered by the

prohibitive cost of transporl for exporters. *

This suggisis that customs unions are likely to be most successful among couniries with
competitive, but potentially complementary industries and production slructures. Very
few developing countries that plan to forni customs unions among themselves, including
those of the Maghreb, fulfill the above conditions. Developing countries suffer from
struciural disequilibria and the lack of well-developed manufacturing sectors. Not anly
are their production costs similar, bul they are often countries with a high trade
propensity with the ‘outside’ world (irade represents ‘a high percentage of the gross
national product {GNP)), while trade amongst themselves are either very low (below 10

per cent of total {rade), or almost non-cxistent.

They also produce similar goods (mostly minerals and agricultural commodities) and
have similar industrial structures, i.e. light manulacturing and textiles. This has led

Ahmad Aly to conclude that ‘reallocation gains are therefore not expected (o accrue from

3 See Arlhwr Hazelwood, ‘Customs Unions', J Eastwell ¢f al. (eds) The New Palgrave: A Dictionary of
Leononics, MacMillay, London, 1987, For a detailed analysis of these conditions, which takes into
accounl the clasticities of domestic demand and unfon and ‘third party” supply, as well as the potential (or
substitution of external supplies by union supplies, see Harry G Johnson, Money, trade and economic
growth, George Allen and Unwin, Londen, 1962, p 57
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these unbalanced patterns of production and foreign trade’.®  According to him,
integration along this model may at best be newtral, and hence useless for increasing trade
among developing countries. When neither country produces a certain commodity, the
removal of tariffs on lrade between trading states would cause no change in the paitern of
trade in this commodity — each country will continuc to import it from the cheapest

source outside the regional group.

Therefore, slthough the customs union static welfare approach is stilt prevalent in much
of the literature on regional integration among developing countries loday, there are
serious analytical limitations to this model, which focuses primarily on static efficiency in
the allocation of resources. This is parlicularly irrelevant for developing countries whose
main interest lie u1 the dynamic benefits of regional integration for the development and
industrialisation of their economies, Although dynamic effects are more difficult to
nmeasurc than static eflects, they are far more important for developing countries. The
basis for the emergence of dynamic effects lies in the imperfect competition and
employment conditions among the different national marlkets united by a customs union.
Under these conditions, rapid change occurs when tariffs are removed. For example,
hitherto proiecied producers have to either initiale new production or emulate more
competitive producers to survive. This leads not only lo a reshuffling of resowrces from
high-cost lo low-cost firms and industries, but also to a change in the aitilude, behaviour
and management of firms. In a situation of free movement of labour and capital, and
wherc statcs share common institutions and jointly formulate policies, enterprises are

pressed (o copy best production practices.”

In his critical follow-up of Viners’ work in 1961, Bela Balassa was the fust to theorise

the dynamic elfects of regional integration.”’ Dynamic effecis relate to the various means

» See Ahmad AHM Aly, Economic cooperation in Afvica: in search of direction, Lynne Riencr Publishers,
Boulder, Colorado, 1994, p 37

® For more detail see PT Ellsworth and JC Leith, The internationat economy (filh edition), McMitlan,
New York, 1975, pp 526-0

9 See Bela Balassa, The theory of economic fnicgration, Richard D Brwin Inc, Loudon, 1961.
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by which economic integration may influence the rale of growth of the gross nationat

product of the participating states over the long term. Thesc include the following:

i) scale economies made possible by the increased size of the ruarket for both firms anc
industries operating below optimum capacity before integration occirs. Various studies
of German, American and New Zealand industries have shown that productivity increases
with a proportional increase in plant size. Plant sizes in small markets are far from
optimal and attempts by individual {firms tc increase the size of their plants will b mostly
unprofitable in stationary or slowly expanding markets‘, which cannot absosb their output.
In most developing countries, for examptle, the population and ihus the effective demand
arc too small to be able to exploit fully economies of scale, especialty in manufacluring
aclivities that involve significant fixed costs (such as the automolive industry), If
manufacturing production ts concentrated and the entire market expands, then *optimum-
sized’ plants could be established in a region.®® Scale economies are usually associated
with the use of expensive and specialised equipment, the specialisation of labour, savings
on inventories, savings from bulk handling, and savings from relatively smaller ontlays

for non-operational activities such as research and planmny;

it} economies external to the firm and industry, such as lhe creation of vpstream or
downstream induslries, technology transfer, a joint pool of skilled labour, an increase in
investment due to the mademisation of plants and equipment as well as greater product
specialisation due to increased competition, and more rapid technological progress, since
larger firms will have more financial resources {o spend on research and development
because of their better access lo capital markeis. A larger markel and an increase in
economic growth may also encourage foreign direct capital inveslment in a customs

union;

62 [ ipscy also investipated the dynamic effects of a customs union on demand and substitution as a resull of
economies of scale. Sec RG Lipscy, ‘“The theory of custome union; a general survey®, Econoaric Journal,
N 70, 1960.
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iii) the polarisation effect, or the cumnulative decline in relative or absc:ute terms of the
cconomic situation of a member state of an economic grouping, or a region within this
grouping, due to the benefits of trade creation becoming concenlrated in one tegion. or

{he fact that one area or country may develop a tendency (o altract fuctors of production;

v} the effect on economic efficiency and the smoothness with which irade transactions

are carried out due to enhanced competition and changes in uncertainty.®

Other dynamic benefits, which bave motivated developing countries to e. tablish customs
unions, inchude increased competition and consequent pfﬂciency benefits as a result of
integration; in >reased capital formation through a reduction in the barriers to teclnology
transfer; and cxiernalities from export growth and (he increased marginal product of
capital. Finally, a customs union wil] enable union members, acling as a colesive
bargaining group, to influence the terms of trade they face.* Externalities of demand may
also accrue to cusioms union members when firms that arc suppliers or users of
intermediale inputs are localed in the same region, as well as when production is
concentrated in one instead of two or more member countries as this would increase local

demand for intermediate goods.”

However, despite these dynamic benefits, the classicat integration process may cause
more hann [han good as a result of dynamic effects such as industrial polarisation and the
unequal distribution of the costs and benefits of integration among member countries.
This is largely because orthodox customs union theory is based on underlying
assumptions such as full employment, perfect compelition, and elastic *~ of demand —
conditions that do not exist in developing countries, For example, the demand for the
muin export products of many developing counlries, namely agricultural and mineral

products, is highly melastic. Also, due to imperfect competition and olher structural

© See Ali M El-Agraa, “The ihicory of economic integration’ in Ali M Ei-Apraa (ed), Economic integration
world wide, MacMillan and St Martins Press, London and New York, 1997, pp 45-0

¥ Sce William Lyakurwa etad., op.cit., p 167

& Willian Lyakurwa ct.al., op.cit., p 169
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disequilibria among developing countrics, the likely positive effects of trade creation (if
the preconditions exist), and indusirialisation (a dynamic effect), often accumulate in
certain countrics because of their infrastructural advantages, higher income levels, or
better possibilities of forward a.u backward linkages in the domeslic economy. Other
regional members may thus merely become a market for the manufactures of their mare
industrialised partners, since the unbalanced movement of capital and labour towards the
more industrialised poles could accompany the clustering of industries. The cumulalive
effects of this situation would eveniually increase and reinforce divergences between the
more advanced and less developed member countries, thus creating dissatisfaction among

smaller economies, which have to bear dispropotlicnale costs as a result of integration.®

Many other structural economic features specific to developing countries could lead to
the disintegration of {ree trade area or customs vnions in regional groupings among these
coimtries, The dominaiion of the manufacturing sectors of developing countries by
multinational corporations has resulted in these large corporations becoming the main
beneficiaries of regional integration, often to the detriment of indigenous enterprises.”
The fact that customs duties provided an indispensable source of revenue for most
govemmems in the developing world, especially during the 1960s to early 1980s (and
still do in many countries today), have made governments reluctant to commil to trade
liberalisation schedules in regional groupings. The scarcity of foreign exchange, partly
due to the fluctuation of prices of primary commodities has discouraged especially
couniries in Africa from trading with onc another, but has also encouraged the
continuation of trade with industrial countries, which have an abundance of reserves to
pay for their exports. A related probiem has been that commercial banks and the

financial sector were incapable of providing adequate credit or other banking [facilities

“ In the East A (rican Comniunity, most of (he benefits went to Kenya, in the Ceniral African Economic
Union, niost benefifs went to Cameroon, in the Caribbean Cormmunity Council, moest bencfits went to
Trividad and Tobago, and in the Latin American Free Trad. . .rea, most benefits accrued to Brazil,
Argenting and Mexico, Similarly, E{ Salvador and Guatemala benefited most [rom the Central American
Common Market, and Columnbia and Venezueala from the Andean Group. Alimad Aly, ep.cit., pp 37-8.

5 See LK Mytelka, Regional development in a global cconomy: the multinational corpe sation, technology
and Andean integration, Yale Universily Press, New Haven and London, 1979
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required for the expansion of intra-African (rade. The scarcity of foreign exchange has
also thwarted the objective of regional organisations to create solidarity or
‘compensation’ funds for those member countries that would lose revenue or production
as a result of the customs union. ®® In Aftica, regional clearing-houses have been set up to
facilitate intra-group payments by using national, instead of forcign currency. However,
they have been paralysed by an absence of credit facilities and the increasing insistence of

members on hard eurrencies for settling outstanding balances.

A further consequence of the instrumentalist approach inspired by neo-classical economic
theories on regionalism, has been the transposition of the I'near approach towards
regional integration by most regional groupings in the developing worid, irrespective of
their political, economic, or operational capacity to sustain such an approach. Based on
his study of the Buropean integration experience, Bela Balassa was the first lo distinguish
among five different stages in the regional integratiop process, sequenced in a linear
fashion:

(1) Free trade area: Member states :-move all trade batriers amotigst themselves, but
retain their freedom to determine their own trade policies vis-a-vis the outside world and
continue to levy customs Jutics on imports from ‘third country’ trading partners

{it) Customs union: In addilion to retnoving rade bairiers amongst themselves, members
of a customs nnion have (o pursue a common external trade policy, for instance, they
have lo adopt common external tarifls on imports from non-member countrics

(itl) Common market: This is a customs union, which also allows for the free mobility of
factors of production, i.e, capilal, lahour, technology, and enterprises, across the national
borders of member countries

(iv) Economic uniom: A common market, in which member countries adopt common

monetary and fiscal policies and establish central monetary and fiscal unthorities, and

+

“F  more detail on the structural economic factors impeding cusloms unions in Africa and elsewhere in
the developing world, sece Ahmad Aly, op.cit, pp 41-70 and P Robson, fntegration, Development, Equily:
Economic Integration in West Africa, George Allen and Unwin, London, 1983, p 6. According to Robson
(n 6), industries in developing vouulries would gain more by tie reduction of tarifis on a most-favoured-
nation basis, inslead of 2 customs union.
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harmonise their policies in other arcas relevant for ecconomic integralion such as
administration sytems, taxation, social welfare, and inlrastructural planuing.

(v) Political union: Members establish common supranational political institutious such
as a parliament, a judicial bedy, and an executive body to legislate on common decisions

and implement common policies.”

What most developing regional groupings did not take into account in emuiating the
above model, was that the iustitutional choices made by the European Community, both
politically and economically, resulted from specific historic circumstances in Europe, and
were based on high growth rates, low income differentials among members, considerable
local managerial and techuological capability, high levels of intra-regional trade,
government structures with & high degree of legitimacy, and access to massive external
support through the Marshall Plan after the second world war. The above model, like the
prucess theories of the neo-liberal institutionalists, is mostly divorced from the socio-

historical realities of developing countrics,

For these reasons, Naceur Boutenane has suggested that regional integration strategies
should build on national development and economic strategies; that regional groupings
should follow a gradual and flexible approach, both concerming membership and
timeframes, in iheir integration sirategy; and that slales, as the arbiters of resources and
regulators, as well as private cconomic operators who would like to take advantage of
trading opportunities, should play a prominent role in this process. He also argues that
regional schemes would not succeed unless all the interested partics have sufficient
knowledge of the tegional integration process.  Similarly, intergnvernmental
organisations, such as the seeretatiat of regional groupings, should be restructured to
suppott the interests ol alt parties affected by regional integration, thus exercising their

own prerogative, instead of serving as extensions of member governments.”

# Sec Beln Balnssa, ‘Towards a theory of cconomic integralion’, in Kyklos, Valume 14 (1), 1961
 Naceur Bourenane, ‘Theoretical and strategic approaches’, op,eit., pp 59-62
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Peter Robson has gone further in stating that there is no automatic case for cconomic
integration amengst a purely random proup of developing countiics. The foHowing will
determine whether a cusfoms union among developing countrics would benefit (he
economic development of each member: the weight atiached to induslrialisation in their
development policies; the possibilities of exporting manufactures to world markets rather
than a protected regional market; the magnitude of scale economies i prospective
regiona} indusiries; the differences in the cost of producing industrial products in the
different member countries; the geographical location of markels in member counlries;
and the costs of lransporting raw material and finished products within the region. These
factors would have varying importance in different developing countries and it would
therefore be unlikely that every developing country would benelit from a customs unton.
For example, an optimal development strategy for some countries might entail the supply
of domestic markels by low-cost, ‘first-stage™ import substifution production of consumer
goods, followed by a direct move to exporl for world markets, without at any slage
sceking the supporl of a regional integration arrangement. This has been the
industrialisation expcricnce, [or example, of the newly industrialised countiies of South

Korea, Taiwan, Singapore, Hong Kong, and others.”

To give a more accurate account of regional integralion processes in developing
countries, many dilferent types of slages towards regional integration have been
iden{ified. Faczeh Foroutan, for example, in his examination of regional integration as a
means to economic development, has posited the [ollowing stages of regional integration:
(i) goods market integration, (ii) labour markel inlegration, (iii} capital macket
integration, (iv) monetlary integralion, and (v) integration of government activities and
policies. In this scheme, these stages do not necessarily ocour in a linear fashion, but can
occur sirnullaneously or separately. In the first three stages, the barriers to the factors of
production are removed. In the fourth stage, a common currency and central monctary

authority is instituted, and in the fifth stage, common taxation and {nvestment codes,

™ Sec Peter Robson, Infegration, development, aud vquity: econontic infegration in West Afiica, George
Allen and Unwin, Roston and Syduey, 1983, p 15
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harmonised administration rules, and joinl infrastructure and services policies are
adopted.” His scheme is more pragmatic in that it does not advocate the conclusion of a
customs union as a necessary step towards regional integration. However, it still suffers
from the most serious impediment of the Balassa model, namely ignoring both the
structural econontic features of developing couniries, as well as their systemic position in

the international division of labour.

4. Structuralist theovics of regionnalism

During the period following the wave of independence in the 1950s and 1960s, political
and inlellectual dissatisfaction and disenchantmnent with the non-applicability to
developing countries of neo-classical or tradilional (heories of economic growth has set
in. Traditional growth theorics, also associated with the modemisation paradigm, were
primarily concerned with the efficient, least-cost allocation of scarce productive resources
and with the optimal growth of these resources over time, has sef in. In response, the new
discipline of developnient economics started to emerge. In addition o investigating those
questions preoccupying neo-clussical economists, this discipline aiso concemed itself
with the economic, social, political and institutional mechanismeg, both public and private,
that are needed to bring about rapid and large-scale improvements in the quality of life
for peoples in the developing world, It aciknowledged that the commodity and resource
markets of these countrics are highly imperfect, that their consumers and preducers have
limited information, that major structwal changes are laking place in socicly and the

economy, and that disequilibrium situations often prevail.”

In this context, the first coherent model of development to emerge in the early 1950s,
after the second world war, was Rostow’s linear stages of growth mode! of development.

In the sterile intellectual environment at the time, the conceptual apparatus with which fo

™ See Facz Foroulan, ‘Regional integration in sub-Saharan Africa: past experiences and future conflict’,
ITzime de Melo and Arvind Panagariya (eds), New dimensions in regional integration, Cambridge
University Press and Centre for Economie Palicy Researcl, Cambridge and Lodlon, 1994

» Michael P Torado, Economic Developmen, fitth edition, Longman, New York and London, {994, p 8

.
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analysc the process of economic growth in largely peasant, agrarian and poor societies,
characterised by the virlual absence of modem economic siructures, was largely absent.
This is why Rosiow still relied primarily on neo-classical economic analysis. Steeped in
the modernisation paradigm, Rostow coined the concept of economic ‘take-off’, In his
model, all socictics were categoriscd in one of five stages: Wraditional society, society
with {be necessary preconditions for take-ofT into self-sustaining growth, socicly that has
achieved economic take-off, maturing society, and high-consumption socicty. He argued
that advanced countries have all passed the stage of ‘takg-off’ inlo self-sustaining growth,
whereas the underdeveloped countries were still in either of the first (wo stages. To
‘take-ofl’, (hey only needed to follow a sel of pre-determined policy measures, which
principally included the need 0 mobilise domeslic and foreign savings, This would
gencrate sulficient juveslment to accelerate the process of economic growth, a conclusion
based on the findiugs of the Harrod-Domar mode! of economic growth, ™ His theory has
been subject to two major criticisms: firstly, savings and investment, or the supply of
capital, foreign exchange, and management skills was by no means a sufficient condition
for economic growth, and secondly, il failed to take account of the external forces beyond
the control of developing countries, which could influence and even nullify their

economic development sirategies.

Neo-Marxist, world-systems, and (nco)-structuralist theories of development have largely
been a reaclion against this Lype of Lraditional economic analysis of [he causes of and
solutions to underdevelopment in Africa, Asia and Lalin America, Their disenchantment
wilh classical economic analyses has led especially schofars of the third worid (o combine
economic and inslitutional factors inte a social systems model of international
development and underdevelopment, also known as the internalional ‘dependencia’
paradigm. This paradigm, in conjunction with structural change theorics of development,

has been the main influcnce behind the call for and objectives of developmental

M See W Rostow, e stages of economic growth: a non-connuaist manifesto, Cambridge University
Press, Londou, 1960, pp 1,3,4,12
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regionalism and colleclive sclf-reliance during the first wave of regionalism among

developing counirics in the 1950s and 1960s.
3.1 Structural change theories

Structural change theories of development have focused on how underdeveloped
economies can {ransform their domestic economie structures (one reason why they did
not benefit from cusionis vniomy away from a predominantly traditional subsistence
agriculiural base to a m. . «mn, urbanised, and more induftrially diverse manufacturing and
service economy, IHowever, they still used the tools of neo-classicul price and resource
allocation theory to deseribe how cconomic (ransformation should take place. These
theories informed the desire of many regional groupings in ihe developing world, both
during the first and second waves of regionalism, Lo vse regional integration as a means to
transform their economies structurally by encouraging the creation of new industries, the
expansion of trade, and the diversificalion of nalional ccononties. This politically driven

desire has been termed ‘developmental regionalism’.”

According to Lewis’ two-seclor model, which informed development straicgy in many
surplus-labour developing states during the 1960s and 1970s, thce underdeveloped
economy consisls of 1) a traditional, overpopulated taral subsistence scetor characterised
by zero marginal labour productivity and 2} a high-productivity modern urban industrial
sector. Economic growlh is {he process whereby labour is lransferred from the rural
seclor to the urban sector, and employment growé in the urban sector as a result of the
expansion of ouiput in (hat sector. The speed at which this expansion oceurs is a function
of the ratc of inveslment and capital accumulation in (he modern industrial sector, made

possible by profits and their reinvestment in the modern scelor,™

™ See SKB Asante, The political economy of regionalism in Afiven; a decade of ECOWAS, Pracger, New
York, 1986, p 13

™ See W Acthur Lewis, Economic Development sith unlimited supplies of lebony, Manchester Schoal,
1954, pp 139-191
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According to the patterns-of-development analysis of structural change, investment and
savings are not sufficient conditions for the transition from a I .aditional to a modern
economic system, through a sequential process of economic, indusiria) and institutional
structural change in domestic cconomies. What is needed in addition, is a set of
interrclated changes in the economic struev ¢ of a country, which includes the
transformation of produclion, changes in the composition of consumer demand, changes
in its :ntcrational trade patlerns, an: . 'source use. The structural change model
therefore recognizes the fact that developing counlries form part of a highly integraled

international system that can either promote or hinder their development.”

3.2 Dependencia theories

During the 1970s, a radical political move which viewed newly independent Third
World countrics not only as besct by insti*+ 1, political and econoniic rigidities, both
domestically and internalionally, but also as caught up in 2 relationship of dependence
and dominance vis-a-vis induslrial countries, was gaining momentum. It identified the
fotlowing inadequacies with both the linear growlh and the stractural change models: a)
their explanation of economic development was partiat and narrow, and ignored the role
of colonialism in the carly industrialisation process of some counlries, b) they did not
satisfactorily explain the economic backwardness of many countries as a function of their
long encounter with imperialism, c) they assigned a limited role to the state and, d) they

did not sufficienty cmaphasise poverty and redistribution.”

7 Ilic best-know model of patterns-of~developuent analysis is that of Ilollis B Chienery, who examined the
patterns of development for numerous Third World countries during the postwar periad. ¥is empirical
studies led to the identilication ol several charact ristic feateres of the development process. These
included & shifl (rom agricultuzal to induslrial production, the steady accamulation of physical and human
capital, the changr in consumer demands from an emphasis on food and basic recessities to manufactured
gonods and services, the prowih of citics and urban industries as a result of migeation, aud the decline of
averall papulalion growth as children lose (heir economic value and parents substitute educalion for
quantity children. See Torado, op.cit., pp 79-80

* Sew S Dube, Modernisation end Development: the search for alteruative paradigms (second impression),
Zed Books, London and New Jersey, 199 op 107
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The forerunners of the Neo-Marxist dependencia-school, which inspired this radical
political movement, were the early structuralist theorists, notably Raul Prebisch and Hans
Singer. Both have analysed the Lalin American development experience, and especially
the phenomenon of deteriorating terms of trade in the developing world. Another
influential structuralist, Guonar Myrdal, explained underdevelopment in broader terms
through his theory of societal development. Raul Prebisch can be considered the
‘pioneer’ of the import-substiftion industrialisation strategy, From his analysis of the
deteriorating prices of raw materials vis-a-vis manufactured goods since the 1870s, until
the second world war Prebisch concluded that developin#g couniries had no option but to
industrialise and produce their own manufactured goods. Deteriorating terms of trade
implied that developing countries, which are the primary exporters of raw materials, had
to sell even grealer quantities of raw malerials to acquire the same export income. The
German economist, Hans Singer, reached the same conclusion after showing that this
trend continued during the following decades. This {rend, they argued, could not be
explained by traditional theory of comparative advantage, but rather by the downward

wage and price rigidities in industrialised societies.”

Moreover, from his empirical observations, since the 1950s Raul Prebisch had stacted
developing a centre-periphery model of the world system.® According lo this model,
cenire countries were rich industrialised countries who fully enjoyed the benefits of
international trade, while peripheral couniries werethose peor countries in Latin
America, Africa and Asia, who did not derive significant benefit from their foreign trade.
Capitalists and industrialists in peripheral countries were unable develop a sustainable
capital and industrial base because the centre countries were dominating manufacturing
world wide, and were also responsible for the declining lerms of trade in developing
comtries. To overcome the small size of their markets, raisc produclivity, facilitate

technology transfer and use regional resources efficiently, industrialisation via regional

™ See Martinussen, Society, State and Markel: a guide to competing theories of development, Zed Books,
London and New Jersey, 1997, pp 74-5
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import-substitution was necessary. To susceed, especially infant industries would need to
be protected [rom foreign compelition by high trade barriers, and the state would need to
engage in investment planning to ensure that scarce resources were used rationally, as a
necessary complement to market mechanisms and private initiative. This ‘industrial
programming’ sirategy informed the development policies of most third world countries,
including those in the Maghreb, for the larger part of the 1960s and the 1970s.

Swedish economist Gunnar Myrdal’s structural theory of societal development was
particufarly influential during this period. He agreed with the dependencia school that
international trade under the prevailing circumstances in the first decades after the second
world war could not function as an engine of growth for developing countries. Bul he
went further by suggesting that the economic development process was characterised by a
dynamic, which favoured the already rich and resourceful — be they regions, counfries, or
population groups. According to his hiypothesis, rich indusirialised countries, becanse of
the active involvement of states in their development, had been able to reach a high
degree of national integration. Thus, economic growth in these countries would spread
more effectively to localities, sectors and social groups within the country in a ‘virluous
girele’, or a cumulative process of self-reinforcing growth, In less devejoped countries,
however, growth was concentrated in small enclaves and a few branches of industry. The
demand for production equipment and other inputs from these enclaves was not directed
towards other domestic prod.acers (as was the case in industrial countries), but rather
towards supptiers in the industriaj countries. Similarly, the demand from domestic elites
with considerable purchasing power was directed towards luxury goods from industrial
countries, whose consumption pattern these elites tied lo einulate. Less developed and
less integrated countrics were therefore trapped in a ‘vicious’ circle, or a combination of

factors and forces that would keep them in 4 state of poverty.”

¥ For a detailed description of Raul Prebisely’s structuralist theories of develapment, see Raul Prebisch,
*Five stages in my thinking on development’, Gerald M Meier and Dudley Scers, Pianeers in Development,
Qxford Universily Press, Oxlord, 1985, pp 175-91

8 See John Martinussen, op.cit. pp 78-9
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Proponents of the dependencia school, which formed the theoretical basis of the dernand
for a new international economic order, argued that the structural disequilibria of third
world economies was the oulcome of the nature of their incorporation into the global
capilalist division of labour, mostl:¢ through colonialism. Third world economies have
been restructured under colonialism to supply the colonial powers with inexpeasive
labour, raw materials and primary commodities. This has led {o the historical evolution
of a highly unequal international capitalist system, divided between a powerful centre and
a powerless periphery. This nnequal power relationship rendered the attempts of poor
states to become seif-reliant and independent virtually impossible. The theories of
dualistic development underlined this view, by maintaining that the co-existence of rich
and poor states was chronic, and not merely transitional, and that the gap between these

was likely to increase.® N

Theories about the unequal nature of the international system, and the peripheral status of
developing countries, drew (o a large extent from the world systems theory of Immanuel
Wallerstein, Although his theory did not originate from the classical dependency school,
but from a significantly longer historical perspective, his analysis was based on the
assumption that the development prospects for developing countries depended more on
the nature of the capitalist global system than on their internal structures. He grouped
countries into three main caicgories: periphery, semi-petiphery and centre. While
countries can shift upward or downward in this hierarchy, the framework for these shifts

are set by the structures and prevailing conditions in the world system.®

Their inlegration into (he colonial division of labour, therefore, is why produclion
systems and infrastructure that would supply local developing economies and link third
world economies horizontally have not been developed. In many cases, local populations
were even prohibited by law from participation in production of key export cash crops.

Despite political independence, this distortion and extroversion of third world economies

8 Sec Michacl P Torade, op.cil., pp 83-4
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remained largely unchanged, with ‘enclave’ sectors of th? econamy {those connected to
the global markef) continuing to absorb most of the available economic resources.® Paul
Baran developed this idea further by staling that the increasing prosperity of the capitalist
west has caused ‘underdevelopment’ {(as opposed to ‘undevelopment’ or lack of
development) in the third world. The industrialised countries’ expropriation of economic
surplus from (he third world has led to the development of smail export-oviented
economies dominated by a small mercantile capitalist elite (or a comprador class), which
has an interlinked and dependent relationship with capitalists in meore advanced

socicties.®

André Gunder Frank, seen by many as the “father’ of the theory of waderdevelopmeit,
further argued that this imperialist-satellite relationship of dependency permeated the
entire global system in a chain-like fashion. Not only did it characterise the relationship

between states, but also between urban and rural areas, ‘and landowners and peasaniry.

According to him, capitalism in the wealthier core couniries actively underdeveloped
poorer or peripheral countries, mainly through ‘surplus extraction’ via the market, or in
other words, unequal conditions of trade. The gradual deterioration of the ferms of trade
of developing countries meant that capital *vas continually being transferred from the

periphery to the core. This exploilalive relauonship, according to him, was facilitated in

the posi-colonial period by the comprador bourgeoisie, which assisted the capitalist
system and iis agents, notably transnational corporations, Under these conditions,
therefore, (he possibilitics for development in peripheral countries were minimal unless

they were able to break out of the capitalist system.*

8 See Immanuel Wallerstein, “The cise and {uture demise of the world capitaiist system: cancepts for
comparative analysis’, Comparative studies in history and sociely, Volume 16, pp 387-415

M Sec Kidane Mengisteab, Globalisation and Autocentricity in Africa’s development in the 215t contury,
Africa World Press, New Jersey, 1996, p 70

% See Geoolfrey Wood, “Towards a political ecot my of development: the radical critique of imperialism?’,
in Jan K Coetzee and Johann Graaff (eds), Reconsiriction, development, and people, International
Thomspson Publishing, Jehannesburg, 1996, p 75

% Gee Johann Graaff, ‘Changing ideas in Marxist thought in southern Alrica’, JK Coelzee and J Graaff,
op-cit., pp 84-3
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The Egyptian economist, Samir Amin’s model of self-reliance has inspired the movement
towards regional ‘collective self-reliance’ in African and Latin American regional
groupings, An aufocenfric cconomy, in his deﬁnifion, is charactetised by the
manufacturing of both the means of production, as well as goods for mass consumption.
In such an economy, thesc two sectors, as well as the industrial and the agricultural
sectors are interlinked, so that they each support growth in the other. Such an economy
would be self-reliant in that the infra~societal linkages between the main sectors of

production would predominate over and shape the economy.

This he opposed to a peripheral economy, which is dominated by a} an overdeveloped
export sector, dependent on the world market and its links to capital accomulation centres
in the ‘core’ coundries md b) a sector which produces goods for luxury consuniption. In
peripheral economies, development-promoting links between agriculture cad indu. v,
and different branches of the industrial sector do not exist,  Most African, Asian and
Latin American countries fell in this category during the-1970s. Amin argued that their
distorted produstion structure and dependence were the resull of the dominance of
countries of the centre, which have inflicted their overdeveloped export ‘enciaves’ on
peripheral countries by their exiraction of raw material and exploitaliu.: of cheap labour
in these countries. This polarisation between centre and periphery, according to Amin,
cannot be overcome as long as developing count+is 3 remain subordinate (o (e rules of
capitalist globalisation. For these ‘victims’, he arpues, ihere is no alternative than to

‘defink’ from these rules by reconstructing regions as ‘integrated autonomous systems’.”
3.3 The new internationai ceonomic order and collective self-reliance
It was the dependencia school that inspired the political movement towards a new

international economéc order (NIEQ) among Third World regimes. These regimes argued

that the major impediment to development in the third world was the unequal balance of

® Qee Johun Martinussen, Soctety, State and Market, op.cit,, p 90
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economic and political power internationally, The desire for such a new order manifesied
in the [ormation of a number of political forums such as the Gronp of 77, the Afro-Asian
Solidarity Organisation, and the Non-Aligned Movement during the immeaiate post-
tudependence era of the 1950s and 1960s. In May 1974, the 1nited Nations General
Assembly, which has just adopted the Charler of the l'*Economic Rights and Dutics of
States, adopied ~ resolution, sponsored by the Group of 77 developing countries, calling
for a new international economic order. This resolution, called for, amongst others,

the achievement of more rational and equitable international economic

relalions and the encouragement of sfruetural changes in the world

cconomy; the creation of conditions, which permit the further expansion of

trade and intensification of economic cooperation among altl nations; the

strengthening of the economic independence of developing countries; and

the establishment and promotion of international economic relations that

would take into account the agreed differences in development of the

developing countries and their specific needs.”

The Prograname of Action for a NIEO, which formed pdit of the resolution, called upon
the internalional community to assist in increasing food production in developing
counlries; formulate commodity agreements to regulate and stabilise world markets in
comumodity products; implement, improve and enlarge the General System of
Preferences, which accords preferential access to industrial imports from developing
countries on the markets of developed countries; maintain the principle of non-reciprocily
and preferential access for developing countries in multilateral frade negotiations; reform
the internationa) monetary system to benefil developing countries; facilitate the transfer
of appropriate technologies to developing countries; implement an international code of
conduct Ihat governs (he praclices of muitinational corporations; promote cooperation

among developing countries; strenglhen the role of the United Nations in international

® See Samic Amin, ‘Regionahsation in the Third World - in response to the chalicnge of polarising
globelisation®, mimeo, 1998, ppl, 15 *

¥ Quoted in O8 Ssasu, Joiniug the fittre: cconvmic integration and cooperation in Africa, Altican Cenlre
lor Technology Studics, Nairobi, 1991, p 3
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economic cooperalion; and adopt an emergency aid programme to assist the least

developed and land-locked countries.”

The term collective self-reliance was used and explained for the first time at the third
Non-Aligned Movement (NAM) Summit in Lusaka, Zambiz in 1970. Coupled with the
call for cooperation among developing countries in the Prpgramme of Action for a NIEQ,
and through the further elaboration of collective self-reliance at important international
meetings throughout the 1970s, collective self-reliance came to be seen as an alternative
development strategy.”’ This strategy implied (i) the severance of existing links of
dependence operated through the international system by the dominant countries, (ii) full
mobilisation of domestic capabilities and resouwrces, (iii) the strengthening of
collaboration with other underdeveloped countries and (iv) the veorientation of
development efforts in order to meet the social needs of people in underdeveloped
couniries.”? Tn political terms collective self-reliance represented a coordinated stance
among devcloping countries in their negotiations with industrial countries on a NIEC.
Developing countries, in cooperat'g with one another, could improve their collective
bargaining power vis-i-vis the industrial countries, mobilise countervailirg pressure, and

acquire more leverage.”

Another facet of eollective self-reliance was the intensification of trade and ofher linkages
among developing countries, firstly through increasing cooperation among groups of
counlries at the regional or sub-regionat level, and secondly, through collaboration across
the third world. In the long term, collective self-reliance would aim to replace the

dependent and assymetrical relations between developing and irdustrialised countries

 Overseas Review, 1975, p 8

M The mast iportant meeling at which 1he concept of collective self-reliance was elaborated included the
fifth NAM Summit in Sri Lanka in 1976, the Group of 77 conlerence on ¢conomic cooperation among
developing couniries in Mexico in 1976, and the conference on technical cooperation betweca tfhird world
counlsies in Argentina in 1978, See Ahmad Aly, op.cit., pp 76-7

% See E Oteiza and F Sercovich, ‘Collective self-reliance: selecled issucs’, International Soctal Scrence
Jowrnal, Volume 28(4), 1976, quoted in V Matthies, ‘Collective sell-reliance: concept and reality”,
futerecanomies, March/Apeil, 1979

” See SKI3 Asante, ap.cit., p 21
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through establishing integrated autonomous regional production and trading systems
ameng developing countries.  This, however, would necessitate the integration of their
technalogical, services, and communications and information infrastructure, with the

primary purpose of meeting the social needs of the poorest layers of society.*

In Africa, Adebayo Adedeji, exceutive secretary of the UN Economic Commission foc
Africa since 1975, played a significant role in promoting regionalism as a means of
‘economic decolonisation’. He viewed regional integration not simply as a supportive
measurc to national development strategies, or a mere adaptation of the dectrine of impott
substitution, but at a regional scale, but rather as ‘a sine qua non for the achievement of
national socio-economic goals”.” As such it should not be viewed as an addition {o the
process and strategies of development, but should form an integral part of the strategies

of African states to ‘combat and reduce external economic dependence’.

The tenets of dependencia theory, as well as the calls for colle~tive self-reliance in the
trausition to a NIEQ, thus largely inspired the decisions of third world regimes tc form
regional integration groupings from the 1950s o the 1970s, or the ‘first’ wave of
regionalisation. But they were certainly also molivated by the demonstration effect of the
‘success’ of the EEC. Thus, their modi operandi were based net onl, on structuralist
models of import-substitulion industrialisation, autocentric or ‘self~reliant’ development,
and the structural theory of change models of economic development, but aiso on the

emulation of the instituttons developed over time in the European Community. In

* The evolution of economic development thought from 1 measure of GNP or ceonomic growth per capita
to that of meeting basic needs, was greatly assisted by economists who did work on poverly, in particular
Amartya Sen and Amhbub ul Hag. Ul Haq maintained that the world is seperated by a *poverty curtain’, in
his book, The Peverly Curtain, published in 1976. In this seminal work, he explored the following ideas:
ihe market mechanism is often distored by the existing distribution of wealih and income, institutional
mechanisms are generally more decisive than price signals for fashioning development strategies,
development stralegics should be based on the satisaction of basic lntman needs (people-centeed), and not
on growth in total production, distribution and employment strategies must be an integral part of any
production strategy, investment needs to be directed to the poorest layers of saciety, and development will
not spread (o the vasi majority of the population in developing countries uniess there is a drastic
restruciuring of political and economic power relationships, hoth domestically and intcrnationally.

% Sec A Adedeji, Africa, the Third World and the Search for a New Economic Order, Turkeyen Third
World Lectures, Georgetown University, Washington, 1976,
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practice, this has led to mostly nnsuccessful atternpts at regional integration, for a variety

of reasons that will be discussed in the next section.

During the first wave of regionalism, developing groupings, including the Maghreb,
atternpted to follow a ‘posifive’ integration approach, also termed developmental
regionalism. Thus, insicad of focusing on removing tariffs only, they also viewed
regional integration as a means to develop the industrial base of their economics. This
could be achieved mainly fhrough a regional industrialisation strategy of import-
substitution, exploiting economies of scale in joint ventures and integrated production
structures, and joint developing transport and commuynications infrastructure across
regional groupings. Such an approach implied some form of ‘cenica!’ industrial planning
at a regional level, particularly fo a) determine the scope and direction of trade, b)
determine the locations and coneentration of joint industries and development projects,
and ¢) formulate joint policies towards multinational corporations. During this period,
the priorities of most African regional groupings were the following: (i) achieving
regional food security through joint agricultural research and development; (ii) the joint
production of intermediate and capital goods, especiaily iron and steel manufactured
goods, machine tools, fertilizers, building materials, chemicals and pharmaceuticals, as
well as transport and construction equipment, (iii) the restructuring of national production
structures o create regional complementarities, which in turn would facilitate intra-
regional trade, and (iv) the joint esteblishment of physical, institutional and social
infrastructure to sustain tegional production structures and markets.” Regionalism,
therefors, was seen as an ‘altemative’ development.’strategy to nationally-oriented
strategies, which could assist couniries in overcoming ithe economic disadvantages of
small resource bases, low per capita incomes, small populations, and a disproportionate

dependency on fluctuating international commodity markels.

% Sec SKB Asanle, African Development: Adebayo Adedejt's Alternative Strategies, Hans Zell Publishers,
London, 1991, pp
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In Africa, developmental regionalism has been underscored by the 1981 Lagos Plan of
Action. This Plan, articulated by the Organisation of African Unity (OAU), identificd
African development priorilies in six major economic and social sectors: agricalture,
industry, natural resources, transport and communication, trade and finance, and human
resources. For each of these sectors, it elaberated specific measures to be implemented
by African governments and nationaf, sub-regional, and regional levels. The Lagos Plan
has adopted a ‘mixed’ approach to regionalism and articulated both functional as well ac
interventionist measures to a . ~ve regional integration, Functionally, it called for the
gradual esiablishment of a pan-African common market by the year 2000, followed by
the creation of an Alftican economic community, It envisaged, in addition, a continental
free trade area, to be undertaken in three stages: the eslablishment of a free trade area in
each sub-region, the reduction of trade barriers belween different regional groupings, and
the creation of a pan-African customs union.”” By the early 1990s, the OAU has come to
expect four regional sub-groupings to spearhead the process. These were the Econoniic
Community of West African States {established in 1975), the Preferential Trade Area for
Eastern and Southern African States (established in 1981), which became the Common
Market for East and Southern Aftica, the Economic Community of Central African States
(established in 1983), and the Arab Maghreb Union (established ir: 1989).%

However, the Lagos Plan did place more emphasis on production ratler than trade as an
engine of development. Taking collective setf-reliance as its fundzmental principle, it
catled for the establishment of links between indusiry and other sectors of production and
between different branches of industry, at both a national and a regional level. In this
regard, it catled for a specific focus on the development of core indusiries and
multinational enterprises that produce basic intermediary and consumptions goods among
member countries of regional groupings. It also departed from the conventional
functionalist approach in relying less of market forces, and more on operational

cooperation and centralised indusirial planning at the regional level. The objective of

%7 See Ahmad Aly, op.cit., pp 78-9
% See Daniel C Bach, *Institttional crisis and search for new models’, Lavergae, op.cit., p 79
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such collective self-reliance was the aftainment of food self-sufficiency, but aiso the
creation of productive employment, strengthening of managerial and technological
capacity, control over natural resources, and self-suslaining development.” It was this
{ramework of developmental regionalism that has motivated the rationale and strategies
of the first attempt at vegionalism in the Magi.=b, namely the Maghreb Permanent

Consultative Committee, established in 1964.
3.4 Failure of collective self-reliance

The failure of most regional groupings both in Aftica and Latin America to achieve these
ambitions objectives has been well recorded, as has been the causes of these failures.
They can be grouped inte four broad categories: (i) the weakness of African states, (if)
continving dependency relations with industrial countries, (iii) structural economic
features of African countries, and {iv) the fallacy of transposition. Firstly, ‘weak’ African
post-independence states have suffered from a lack of intemal coherence, as well as
Yesources; nation-building has been lagging in African polities; and these states were

lacking autonomy, as well as ownership and contro! of the means of production.

While responding to real or perceived threats by centralising political power, African
states during this period have remained weak relative to internal groups competing for
power and economic resources in a fractured society, which contained widely divergent
elements.'” Regional integration demands tha* states cede centralised authority in certain
functional areas of cooperation such as trade, transport, and so on. As a consequence of
the dire economic conditions of most weak states, what traditional functional theory
perceived as ‘low politics’, has become ‘high politics’ for these insecure and vulnerable
states, thus making them more reluctant to cede any authority in these areas. In addition,
‘mutual suspicion and differences of political outlock arising {rom hetercgenous cultures

and varied colonial heritage, fear of being dominated by othiers and an insular view

* Ahmad Aly, op.cif,
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imposed by ultra-nationalism’, have also caunsed the disintegration of regional

groupings.'™

According to Bourecnane, African states were “incapable of opening up
without disintegrating or [earing for their existence’ becausc they were essenliatly
artificial and unstable, an outcome of the fact that their foundations were not rooted in the
organic structure of groups and tribes tnherent to Africa’s cullural and historical

traditions.’™

This explained ensuing patterns of conflict among states and their lack of
political will both to sustain political commitments and honour financial obligations to
regional organisations and especially regional compsnsation mechanisms, both of which

were essential {0 Lhe success of regional integration groupings.

Secondly, national development plans and annual budgets of most Afiican states have
tended to perpetuate and even accentuate their dependency through an over-reliance on
foreign resources. The economies of weak states tended to be dominated by foreign
capital in the form of investment, aid, and loans, which undermined long-term
development planning and thus impeded coordinated developmzot planning at a regional
level, by implication a long-term exercise.'® Also, African states have iended to
rnisallocate domestic resources through reduced chares for high-priority areas such as
agriculture, human resources, and industry, in favour of massive expenditure on foreign
consumer goods and non-productive investment projects — the inverse of the collective

self-reliance development strategy.

Thirdly, developing economies suffered from structural economic features, which
impeded regional economic integration. These included a lack of complementary
production structures; the narrow bases of most African economies, a lack of the

necessary infiastructure o facilitate intra-cgional trade and production; and the

10 See I Mabwood,, ‘State formation in Trapical Aftica’, International Politics and Science Review,
Volume 10(3) , 1989, pp 246-8

19 See Adebayo Adedeji, *The need for concrete action’, Regional cooperation in Afvica: problems and
prospects, Alvican Assaciation for Public Administration and Management, Addis Ababa, {977, p 32

122 See Naceur Bourcnane, op.cit., p 69

19 1y Rothchild and M Foley, ‘Tl implications of scarcity for governance in Africa’, futernational Politics
and Scierice Review, Volume 4(3), 1983, pp 311-3
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production of similar or near-similar commodities. The latter feature meant that these
economies were not only competing for extermnal markets, but also had very little to trade
with one another. Also, all African countrics suffered from insufficient skiiled labour
thal would allow for the development process to be internalised and ensure self-sustained
development. Not only did the nature of their non‘-complementary labour-surplus
economies discourage the frer mobility of labour in regional groupings, but it aiso
perpetuated the dependence of third world groupings on foreign technicians and

managers.'®

Lastly, the instrumentalist transposition of the EEC model of gradual intra-regional trade
liberalisation, through a functionalist linear process, which would suppusedly lead to a
political unien, was nol suited to the socio-polifical, economic, cultural or spatial
circumstances of Aft">an countries. As a result of this transposition, regional *ategration
has come to be identified with the definition of technical and bureaucratic madalities and
institutional mechanisms for enhancing economic cooperation among developing
countries. The historical experiences and the specificities of all stakeholders, including
regimes, private enterprise, and other actors of civil society were ignored in the
conceptualisation of these regional schemes, as was the potential for conflict in the
pursuit of different partners’ socio-economic objectives. These factors should have
deterniined the modalities, time frames, sequencing, approaches and institutions of
regiomlist_groupings. Instead, most groupings (with the notable exception of the
Southem African Development and Coordination Conlference (SADCC)), including both
the Maghreb Permanent Consultative Committee and the Arab Maghreb Union,
emphasiged the creation of a free trade area and a customs unjon, rather than more

105

pragmatic and strategic production and political coop: 1tion."™ A more flexible, gradual,

' Qrganisatinn for Altican Unity, Africa's Priority Programn-: for Economic Recovery 1986-1990, Addis
Ababa, 1986

195 The Economic Community of West African States, the East African Community and the West African
Monefary and Economic Union are notable cxamples. Sce Arthur Hazlewood, *Economic integration in
Gast Africa’, in Arthar Hazlewood (ed), Afiican Inregration and Disintegration: case studies in economic
and political union, Oxford University Press, London, 1967, and SKB Asante, 7he political economy of
regionalism in Africa: a decade of ECOWAS, op.cit., Peter Robs~n, Jntegration, development and equity:
econontic integration in West Africa, op.cit.
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and pragmatic approach, with a greater emphasis on the roles and responsibilities of states
might have shown more suczess (ono. again as evidenced by the experience, albeit slow
and uncertain at times, of the >ADCC, rcconstituted as the Southem Alrican
Development Community since 199Z).

To this end, Bourcnane has identified three possibie approaches to regional integration,
which (ake account of Afiican realitics: a comprehensive, a sectoral and a projects-led

"6 A comprehensive approach calls for rigorous planning of the integration

approach.
process, harmonisation of economic policies, a coordination of development plans, but
also the establishment ol supranational mstitutions {not inlergovernmental), capable of
managing the process. Such an approach, which is costly and complex, would not suit
most African groupings, whose member governments have weak econontit management
capacity, limited control over nationul economies, and are burdened by high debt-service

ratios.

The sectoral approach focuses on the harmonisation of nalional development policies and
action plans in one sector at a lime. This has also been termed the production-directed
approach, which focuses on coordinated production, infrastructurc development in the
region, laking into account complementarities, interdependencies, production
specialisation, external economic and economies of scale. To dynaraically alter
developing countries’ inherent struclural dislocations with regard to production and
technology, il is necessary to first plan the direction of expanded industrial activily,

before embarking on a parallel process of market integration.'”’

The identification and impleméntation of joint projects is the least burdensome and
casiest approach, and for this reason, the most viable at the beginning stages of regional
integration among developing countries. Project-directed inlegration would lead to the

promotion of production efficicncy, improved capacity udilisation, and the improvement

% See Bourenane, op.cit,, p S&
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of member countries’ bargaining power. It would also facilitate the coordination and
negotiations of government controls and fiscal policies, and the explottation of the
dynamic benefits of external economies, resulting from the joint use of regional resources
and the enlargement of the regional market. Admittedly though, ihis approach invelves
little effort to harmonise economic policies and fails to address the issue of compensation
for losses from projects and equal distribution of projects. It was for the above reasons
that the Maghreb Consultative Permanent Committee’ started shifiing from a purely
functionalist approach to a sectoral and project-led approach towards regional integration

in the Maghreb, before it disintegrated at the beginning of the 1970s.

4. Neo-~structuralist theories of regionalism: the second wave

The political ascenduncy of conservative governments in the United States, Canada,
United Kingdom, and West Germany provided a fertile environment for the neo-classical
‘counterrevolulion’ in cconomic theory and policy. As epposed to the demand-side and
systemic focus of the dependencia theorists, this school of thought emphasised the
implementation of supply-side measures to achieve optimal development. It called for
the dismantling of public ownership, statist planning, and government regulation of
economic activities in developing countries. May of ,the political proponents of this
school have obtained controlling votes on the boards of international financial institutions
such as the World Bank u.id the International Monetary Fund (IMF). They argued that
underdevelopment resulted from poor resource aliocation due to incorrect pricing policies
and too much state intervcation in economic management, especially in developing
countries. To stinulate economic efficiency and growth, they argued, trade barriers
shouid be eliminated; state-owned enterprises privatised; export industries expanded; an
enabling environment created for private investment; and government regulalions and

price distortions be eliminated in factor, product and financial markets.'"

17 See Oliver Saasa (ed), Joining the fidure: economic integrasion and cooperation in Afvica, ACTS,
Nairobi, 1991, p 19

18 For examples of neo-classical ‘counterrevalutionary® literature, see PT Bauer, Reality and rhetoric:
studies in the economics of development, Weidenfield and Nicclson, London, 1984; Das Lal, The poverty

-
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This neo-classical ‘counierrevolution’ took place simultancous to the erosion of the
influence of international organisations that have promoted the cause of developing
countries such as the Intemational Labour Organisation, ile United Naticns Development
Programme and the United Nations Conference on Trade and Development. Conirary "2
the analysis of the dependencia school, neo-classical theorists argued that
underdevelcpuent is not the outcome of the ‘predatory” activitier of the developed world,
but rather of inefftcient resource allocation due to heavy state intervention, conm Y,
and inefliciency, as well as a lack of incentives for foreign direct investors. The waarke .,
they claimed, should henceforth guide resource allocation and stimulate economic
development. Only when national marke’s are liberalised, will forcign investment, and
therefore capital accumulation increase. To this end, neo-classical growth theory
emphasises three necessary preconditions for economic growth: an increase in the quality
and quanlity of labour, an increase in capital accumulation through savings and

investment; and improvements in technology.'”

The predominance of this school of thought coalesced with the economic policy reform
conditionalities imposed by the IMF and the World Bank during the 1980s on those
countries applying for loans from these inslitutions. These vere to assist them to a)
balance their tmport payments with export earnings and b) continue paying the rising
interest on their high debt stocks. Their debt burden, ‘which started to assume ‘crisis’
levels during the 1980s, was the result of the recession in the world economy during the
1980s, characterised by falling inlernational market shares for the commodity exports of
developing countries, hyper inflation and the general conlraction of industrial markets.
This has ied to a lack of foreign exchange to sustain the imports of critical intermediary
and other goods, which in turn has led to crumbling transport and communications

infrastructure; severe shortages of food and oiher consumer goods; collapsing health and

of developnient economics, Barvard University Press, Cambridge Mass, 1985; H Johnsan, ‘A world (o the
third world: 2 Western economists’ feank advice’, in Encounter, Volume 37, 1971, and Tan Little,
Econamic development: theories, policies and international relations, Basic Books, New Yark, 1982.

1% Sec Torade, ap.cit., p 86
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educational systems for lack of equipment and personnel; and increasing unemployment

and falling real per capita incomes in developing countries.

The economic reforms prescribed by the IMF and Would Bank were almost uniform in
nature, despile the different cconomic structures of ineir client states across Latin
America, Africa, and parts of Asia. These prescriptioms included reducing sta

expenditure (through job freezes in the public sector and cufs in subsidies of basic goods
and services), the redirection of industrial policy away from import substitution, and
oriented fowards production for export purposes, the privatisation of state-owned
enterprises, price liberalisation, trade liberalisation, and ciher monetary and fiscal
reforms. Throughout the developing world, therefore, governments progressively and
gradually were abandoning import-substitution industrialisation and ‘delinking’ as a

development strategy, while increasingly opening up their cconomies.

Simultarc:ous to the consolidation of this liberal ideology among the leading industrial
nations, revolutionary developments in information and communication technology were
facilitating a new international division of labour, which had its origins in three
fundamental changes in global production conditions during the 1970s. Firstly, the
reserve army of comparatively cheap labour in the third world was increasirg and
becoming more visible. Secondly, it became technically possible to split up the
production process/chain into many constituent parts {in a radical departure from the
Fordist model), many of which could be carried out by an unskilled or quickly trained
and semi-skilled workforce. Thirdly, the development of an inexpensive and worldwide
transport and communications system was rendering geographical distance and location
less significant in economic terms. Multinational companies could henceforth reduce total
production costs by relocating certain parts of their production to low-income third waid
couniries. This was particularly true for the electronics and textile industries, which

benefited from extremely cheap, female and non-unionised fabour and improved transport
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and communications technology.'® Stricter environmental legisiation and increasing
wages in industrial countrics throughout the 1980s further *puched’ multinationals to
developing counlrics, Where they chose to locate depended on factors such as e
national lcgal framework, the ‘discipline’ and quality of the workforce, and the

comparative incentive structure offered by counlries in the Aeveloping world.'""

The revival of regionalism in the 1980s and 1990s has therefore not only coincided with
the abandonment of import-substifution industrialisation an, coliective self-reliance
approaches to regionalism, but also with the shift from the post-Fordist production modes
ol the 1970s, to global produclion methods. Whereas the 1970s were characterised by the
relocation of certain production processes of national cogporalions to other countries, the
1980s and 1990s were characterised by a niew production process termed globalisation.
The rapid growlh of global financial irackets since the late 197(., facilitated by national
deregulation of f{inancial iransaclions fn Organisation for Economic Development
(OECD}) cowstries and new information technologies have facilitated the emergence of
transnational or mega-corporations, wihich organise their entire produces and sales
process with the aim to operate world wide in what is a profound reorpanisation of
manufacturing, trade and services.'"? Since the 1990s, these new global proudction
processes (globalisation) have been facilitated by the gradual multilateral elimination of
trade barriers, both tarifts and non-tariff trade barriers (NTBs), under the Urugnay Round
obligations of the GATT.

Coupled with the disintegration of the Soviet Union at the end of the 1980s, the neo-
liberal *ontological shif’ during the 1980s has led to a fundamental restructuring of

global socicty under the influence of economic globalisation, in a new otder or ‘historic

1° Iendersen, quolted in Johann Guaaff, op.cit., p 96

™ See Martinussen, op.cit, p 118

''? Globalisation is usefully understood as a micro-economic phenomenon, driven by Ihe strategics and
behaviour of TNCs, particularty those who have adopled so-calted flexible production and inter-firm
networking strategies. See Charles Oman, Globalisation aud vegionalisation: ihe challenges for
developing cowntries, QBCD, Paris, 1994,
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bloc” in which the market is increasingly ‘subj:cting global society to its laws”."? Others
have churacterised these changes as a shift towards a ‘neo-liberal disciplinary world
order’.'™ The discipline imposed by neoliberalism has led to an emphasis on economic
deregulation worldwide, the combating of inflation, the reduction of state activities and
cufs in government expenditure on the one hand, and to a ‘new constitutionalism' or the
other. According to Stephen Gill, ‘nec-constitutionalism’ is a jolitical effort, especially
by ‘neo-classical economists and [inancial capital’ to establish international rules and

institutions that wouid promole the policies desired by firms and capital owners,'™

IMF and World Bank structural adjustment programines are an example of such rules, as
are the prescriptions of the international financial institutions with regard to regional
inlegration. Acccording to these institutions, structural adjustment programmes are
compatible wilh regional integration among developing countries, which they define as
the initial liberalisation of trade anmtong developing couniries, as a stepping stone towards

1t is true that

the gradual integration of their markets into the world econory.
structural adjustment programmes have led to a greater convergence among economies of
developing countries, which is & precondition of regional trade. It is also true that the
correction of mucro-econonlic imbalances and distortions in the form of overvalued
exchange rates, protected and ineflicient industries, and price controls could create and
enabling cnvironment for trade, competition and factor mobilily within a region, all of
which would assist regional integration.'” For example, the across the board
liberalisation of trade could reduce the administrative and tariff barriers to trade such as

bans, quotas, import licences and duties and taxes. Tt could also stimulate new

" This is a neo-Gramscian interpretation of world order, which assumes that production and the sorial
relations deriving (rom production are crucial to the building of political power, the formation of siate
structures and world orders. See Rubert Cox, ‘Critical political economy’, in B Hetine {(ed), Infernational
political economy: understanding global disorder, Fernwood Publishing, Halifax, 1993, p 39,

"% See Stephen Gill, “Theorising lie inlerregaum: the double movement and global politics in the 1990s”,
B Heltne (ed), op.cit,, p 69

% Stephen Gill, op.cit, p 78

"8 For more detail on the position of the World Bank on regional integration see World Bank, Sub-Saharan
Africa: from crisis to sustainable growth, Washington DC, 1989

G5




specialisations, since the transfer of investment decisions to the private sector have often
led to different indusirial choices than those previously made by third world
goveramenis, thus leading production structures to become more complementary than
compeling. At the same time, the process of stt'aanllinir;g over-valued national currencies
and establishing realistic exchange rates and minimum convertibility, would facilitate the
functioning of cleaiing hounses and other payment systems in regional groupings, as well

as the development of private banking services across national borders.'"

However, many aspects of slruciural adjustment programmes have served to undermine
developmental regionalim among developing, and specifically African countries. Firstly,
struciural adjustment programmes have focused exclusively on reforms in individual
countries, and not at a regional level, thus discouraging countries rom harmonsing their
economic pelicies or improving the efficiency of certain clements of structural
adjustment prograrmunes at a regional level. The design and implementation, of short-term
orthodox siructural adjustment and stabilisation programumes have ignored the long-term
objectives of the transformation of production structures and infrastructure through
regional cooperation and integration, thus undenmining regionalism as a means to
development.'”? Secondly, the commitment to trade liberalisation has led to unwarranted
opposition on the part of structural adjustment proponents to price discrimination of any
kind. Regional integration schemes, especially in Africa, however, have been shown fo
benefit from reciprocal preferential tariffs or the selective raising of non-tar ff barriers. In
practice adjnstment policies have only served to reduce the size of existing preferential

margins among member states of regional groupings, thus exacerbaiing the assymetrical

""? See Cyril Daddieh, *Structural adjustment and regional integeation: compatable or mutually exclusive?’
in K Mengisteab and BI Logan (eds), Beyond econowic liberalisation in Africa: structiral adjusiment and
the afternatives, Zed Books, London, 1995, pp 260-1

118 Jean Claude Boidin, ‘Regional cooperation in the face of structural adjustment’, The Courrier, No 112,
1988, p 67-8

1 For example, tlic improveinent of infrastructure should be managed at 4 regional level, i.e. transport,
communications and power supplies, Stnuctural adjustment programmes should also include an assessment
of the expected regional impact of national macro-economic measures and especially national sectoral
programmes. See HMA Onitri, ‘Changing political and economic conditions (or structural adjustment in
sub-Saharan Africa’, in Ademola Oyejide et.al,, op.cit., pp 412-3
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access of member states to one another’s markets, in favour of the development of trade

outside of the region.'®

A key oulcome of structural adjustmcat policies has been their tendency to reinforce and
reproduce, rather than transcend the historical role of developing countries in the
international division of labour, namely supplying industrial markets with non-
beneficiated agricultural products and minerals. This is because the World Bank policy
prescriptions insist on export-oriented industriatisation, or extraction and production for
external markets. In this regard, Timothy Shaw has remarked that ‘inter-African trade is
untlikely to increase much until the continent escapes from its ~olonial heritage of North-
South links and produces goods [to trade] with markets on the continent as well as
outside’."”™ Finally, the budget cuts prescribed by structural adjustment programmes, and
their aftendant social consequences, have increased xenophobic ofithursts directed against
citizens of neighbouring countries. The prolonged freezing on public spending has also
crealed sirong incentives to reduce national contributions to the budgets of regional
organisations or regional development programmes and projects more than
proportionately, especially if they have to be paid in scarce forsign exchange. Also, the
“nancial obligations which many states contracted under various treatics and protocol
agreemernts in regional groupings have never been reflected in national budgets and
development programmmes, since no account has heen taken of such obligations during the
negotiation, design and implementation of structural adjustment piogrammes.'” This, for
example, has partly been responsible for the weakness of the Arab Maghreb Union
secretartat, which, in turn, has delayed the planning and implementation of regional

production and trade strategies.

The new form of regionalism that started to emerge during the 1980s was guided in Latin

America by a view of regional integration as complementary to structural adjustment

2 See Boidin, op.cit, p69
2! Timothy M Shaw, “The rivival of regionatisny in Attica: cure for crisis or prescription for conflici?”, in
Jerusalem Journal of Internavionad Relations, Volume 15(4), 1989, p 86
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policies, The gradual but spectacular shift from state intervention in economic
management and import-substitution industrialisation, to the privatisation of economic
activity and export-or.onted industrialisation strategies, comb 1ed with the emergence of
a neo-libera] uisciplinary world order have created the environment for a new form of
regionalism. New regionalist strategies have moved away fiom the principles of
collective self-reliance, parlly in response to an increa-c in the growth of trade and
investment within ragions, both comprising only developing, and developing and
industrial countries.  This ‘regionalisation’ of production can be viewed as a

manifestation of globalisation, only on a different spatial scale.'”

These processes of change at both the global and the regional level, which partly
determine the opportunities and parameters for state policy, have given rise to state
strategies that viewed regionalism as an effective form of regional govemance in the face
of economic globalisation and their concomitant marginalisation. The hyper-mobility of
capital has forced states increasingly to yield their sovereignty 1o a system ol corporate
hegemeny, in which fransnational corporations, backed by their home states, are
formulating the ‘rules of the game’. 11 this context, developing states started viewing
regionalism as a way to strengthen the compelitive pasition of their national economies
within the world wide process of economic restructuting, which has caused their
bargaining power vis-d-vis {ransnational corporations .to erode. Regionalism, and the
attendant process of regional policy coordination and harmonisation, might therefore

serve to strengthen the elfectiveness and the credibility of developing states.'

The regional governance approach has been informed to a large extent by the neo-
structuralist school of thought in international relations. In view of the patterns of slow

growth and social exclusion exhibited in Latin American states, most who have been

12 See Wilfred Ndongko, Mcro-economic policy reforms for development: the implication for regional
integration in Africa, UNECA-MRAG, Addis Ababa, mimeo, 1996, pp 16-7

13 gee Richard Higgott, ‘Mondialisation et gouveraance: 'emergence du niveau regional’, Polifique
Etrangere, No 2, 1997, p 280

1% ee Charles Oman, Globalisation and regionalisation - the challenge for developing countries, OECD,
Paris, 1994, pp 15, 99
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practicing import-substitution industrialisalion, the structuralists started to adjust their
approach from the beginning of the 1980s. While they retained Prebisch’s original
emphasis on the need to promote domestic mdusiry, and the need for endogenous and
structural condilions for economic growth, the moved away from focusing on the state’s
central role in demand crealion and investment plaoning. They acknowledged that the
domestic markets of decveloping countrics were too smail to sustain excensive
industrialisation processes, and thus started stressing the importance of supporting the
promotion and formation of an efficient indigenous entrepreneurial class that would be

able to compete in the interr wal market. '

To this end, the statz had to exiend its role to supply-side interveation, for example, by
promoting industtial productivily so that exports may become more competitive. Their
promotion of an export-oriented strategy, as well as their emphasis of the role of the state
as a facilitator, instead of an agent of economic fransformation, has set the neo-
structuralists apart from the dependencia-school. Middle-income developing slates,
according (o the neo-structuralists, have been forced by globalisation to become
‘competition’ or ‘entreprencurial’ states. These states view regionalism as a strategy
through which to attract foreign imvasiment to their markets, seen as an important
stimulant of economic growth, and to improve the market position of companies with
production sites within their geographical boundavies.'” They therefore assign a key role
to the private sector in regionalist projects, in a radical gleparture from previous attempts
at regional integration among developing couniries. These states have started realising
that without the involvement of privale eaterprises in regional schemes, and without an
emphasis on private sector development in such schemes, they will at best remain at the
level of political rhetoric and hopeful intentton, This would ring true especially in their

collective attempts to build a more competitive and productive industrial base.'

1% FFor more delail on the entreprencurial state see Gregory White, *The Mexico of Burope? Morocco’s
narmership with the European Union’, in Dirk Vandewalie (ed) North Africa: development and refornr in a
changing global econtmy, McMillan, London, 1996, pp 111-128

13 Bven among African geoupings, the role ol the privale seclor in regional integration was increasingly
recogniscd since the late 1980s and carly 1990s. See Delphin G Rwegasira, ‘Economic coaperation and
inlegration in Afvica; experiences and the road ahiead’, background draft for a workshop erntitled
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Globalisation has therefore led to a reconfiguration of the South. The South is no longer
a homogenous bloc of underdeveloped countries, but a rather dilferentiated groupings
where the more advanced states, or the ‘semi-periphery’, that is those with an already
established industrial base, play a key role in trying to make ‘the transition to the new
rules of the game’."”” One way in which to make this transition is to adopt new forms of
regional networks, which could also include industrial countries. In so doing, they are
trying to a) attract foreign direct investiment to a large and secure market, and b) ‘lock-in’
their economic policy reforms by underwriting them through regional caoperation (free
trade and uvther) agreements. Such policy credibility 1s considersd a dynamic effect of the

new regionalism.'®

Industrial states, in turn, lend to view their ‘peripheries’ or ‘satellites’ as ‘captive’
markets once they are locked into a regional agreement, both for the indusirial country
exporis, but also fo provide energy and labour for the various production chains of their
transnational corporations, While this may seem like a continuvation of the traditional
dependency or neo-colonial relationship between developing and industrial countries,
neo-stchuralist theories would vier- the developing state as an active agent that is
putsuing regionalism o enhance its capability to influence the outcomes of its domestic
production, {finance, and trade policies. Combined with the *positive assistance’ given by
the more advanced members of the regional grouping, which often include structural

adjustment assistance, such regional schemes could potentially offer a ‘structural historic

‘Understanding new orders belween old borders®, Cape Town, South Alrica, 30 January -1 February 998,
pp 189

127 See Bjom Hetine, op.cit

128 For more detail on the policy credibility effect of regional free trade area agreements see Jeffrey Fine
and Stephen Yeo, ‘Regional integration in sub-Sabaran Africa: dead-end or fresh start?” in Ademola
Oyejide ct.al, (eds), Regional integration and trade liberalisation in sub-Saharan Africa, MeMillan and St
Martins Press, London and New York, 1997, pd438-439, Joseph F Francais, ‘External bindings and the
credibility of reform’ in Regional partners in global markeis: limits and possibitities of the FuroMed
Agreements, CEPR and ECES, London and Cairo, 1997
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opportunily’ for developing countries to expand and deepen their commercial-industrial

base.'”

A major assumption of this school is that the world system is not static and characterised
solely by subordination and mars..islisation of developing countries, but that the core-
periphery structure is fluid and open to historical and human contingencies. Within the
cycles of world economic fluctuations, geographic shifts and core-hegemony relations, a
few countries may be presented with a ‘transformative dialectic’ or a unique structural
opportunity to ascend in the world system.”™ However, the economic reform
conditionalities imposed upon the least developed members of new regi nal groupings,
still smack of what Stephen Gifl has termed the ‘new constitutionalism’, and has been
shown to undermine horizontal positive regional integration efforls among developing
countries. Maghreb states, for example, have abandoned horizontal regional integration
efforts in favour of vertical integration with the Furopean Union through the
EuroMediterranean Agreement, which many argue is actively perpetuating the traditional
dependency relations between the northern and southern shores of the Mediterranean (see

chapier five).
Conclusion

In view of both the theoretical and ontological evolution of regionatism throughout the
world, it was disheartening to note the nature of the attempt of the OAU heads of state to
re-affirm their commitment to a Pan-African Economic Community, when they signed
the Abudia Treaty in 1991, This tveaty envisages the crgation of an economic community
spanning the entire African contincnt through six linear stages, which would, hopeftully,
end with the establishment of a pan-African monetary union and parliament in 2025.
Several commentators have levied similar critiques against this plan, which has replicated

ali the inherent problematic omissions and objectives of the 1981 Lagos Plan of Action,

12 See Don Marshall, ‘NATTA/FTAA aud the new articufations in {(he Amezicas: seizing structural
opportunities®, in Third World QuarteriyVolume 19 (4), 1998, p 677
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These include a lack of understanding of African economic and political realities,
especiajly in its ambitious and ideological reach; again a near-emulation of European
processes, instruments and institutions despite their proven inapplicability to African
historical, polifical, and economic structures; and most importantly, a near-obliviousness
of the new political and development challenges faced by developing countries in an

increasingly globalising world."™

At the same time, it is heartening to note that the African Development Bank, in a 1994
study of regional integration in sub-Saharan Africa, has in fact started to recognise some
of the specificities and special needs of African countries, and Lhow regional projects
should relate to these, as well as to changes in the global economy. As such, it departs
from the World Bank’s neo-liberal approach to regionalism, but is at the same time more
pragmatic about the strategies and possibilities for regionalism, and more task-oriented in
its advice onm project-based cooperation strategies, than the Abuja Treaty. In an
innovative approach, it proposes a ‘two-track’ approach, whereby both market integration
and sectoral coordination (to develop common infrastructure and industries) are pursued
in a fashion and sequence that correspond to the separate and collective needs of
gconomties in particular regions. It also vecognises the importance of industrial
competitiveness and the role of regional markets in gradually ‘exposing’ infant or
restructured industries. *? Sadly, a similar continental treatise has yet to be developed on
the relation between the political economy of Africa’s {dis)integration into the world

economy and how new [orms of regionalist state strategies could respond to this reality.™

These proposals have agein revived the idea of developmental regionalism as an
imperative sirategy in an era of increasingly predatory neo-liberalism. This strategy has
the following key goals: (i) achieving sufficient market size to attract foreign investiment;

(ii) enhancing possibilities for collective self-reliance, especially in food supply, (iii)

1% Marcshall, op.cit, p 677
1 See Ahmad Aly, op.cit., p87-8, Daniel Bach, op.cit,, 79-82
22 Gee Alrican Development Bank, Economic integration in southery Afriva, Addis Ababa, 1994
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seeking and maintaining policy credibility in the form of similar economic policies and
common political systems and values, (iv) effective articulation of common interests, (v)
ensuring social stability through regional distribution, (vi} joint management and
judicious exploitation of common natural resources, and (vii} collective conflict
management and resolution.”** Although a semblance of this approach was followed by
Maghreb regimes during the 1960s, and even in their second atternpt at regionalism in the
1990s, Maghreb governments finally chose the path of 'open’ regionalisi in an attempt to

reform their cconomies and integrate into the global economy.

In this thesis, much the same crilique as that levied against the Abuja Treaty will be
levied against the altempts at regionalism in the Arab Maghreb region of North Affica,
supposedly one of the building-blocs of the Pan-African Economic Union. This chapter
has outlined major trends and shifts in theories of regionalism, both from the international
relations and classical and development economics disciplines, which have influenced the
motivations for regionalism, as well as the strategies and mechanisms chosen by states
(or sometimes imposed upon them) to engage in regionalist schemes. Throughout the
thesis, these theoretical frameworks will be used to explain why Maghreb states chose to
cooperate, why they failed to cooperate, what motivated their cooperation strategies, and

why these did or did not work.

33 Samir Amin b ~ ' zen one of few African scholars who have actively examined this relationship,
especially as it + s the social forces constituting the state. See Samir Amin, op.cit.

4 These I ra¢ zristics are explained in more detail in Bjorne Hettae, ‘Development, security, and world
order: a 1.g.wunalist approach’, European Jourual of Development Research, Volume 9, 1996, pp 83-106
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CHAPTER TWO
Regionalism in the Maghreb: evaluating the initial attempt at developmentai

regionalism

Introduction

This chapter will examine the regional political and economic processes and initiatives that
have shaped the Maghreb landscape from the formation of nationalist movements in the French
colonies, until the period of war in the Western Sahara."* To unpack the cycles of conflict and
cooperation that characterised the region during the turbulent post-iudependence period, which
lasted unii] the beginning of the 1980s, it is useful to distinguish between two broad periods:
1958 to 1975, and 1975 to 1982. The period from 1958-1975 marked the first altempts at the
instifutionalisation of regional integration through the creation of various permanent and ad hoc
intergovernmental bodies to promote the structural integration of the cconomies of the region.
The independence of the Western Saharan territory in 1974, and the Moroccan government’s
subszquent claim to this territory was the be the catalyst to an enduring conflict in the region, in
particular between Algeria and Moroceo, which has twice stalled progress in the regionalist

.

project.

The strategies for, and rationale behind, integration in the Maghreb region throughout the two
decades under discussion in this chapter, generally reflected the shifts in the broader discourse
on regional integration in the developing world (see chapter one). Regional integration
straiegies shified frem sectoral cooperation to a combination of sectoral cooperation and market
integration. The purpose, however, remained the same, namely to achieve collective regional
selfereliance to prevent further marginalisation of the Maghreb in the face of an increasingly
protectionist European Economic Community (EEC), shrinking global markets, and falling

commodity prices. The first section of the chapter will examine the various stages of the

1% Maghreb means west (sunscl) in Arabic, which is distinct from the Machrek (east) or sunrise. These two terms
arc used to distinguish between the western and eastern Arab worlds. Since the middle ages, Arab historians have
designated this name to the part of the Arab world to the west of Egypt, which were later to become Libya, Algeria,
Meroceo and Tunisia. Arab expansion and Islamisation of this region belween 7AD and 11AD have laid the basis
for two of the characteristics that are considered common to most peoples of the region, namely the Islamic belief

system and the Arabic language. The Berber cullure also spreads across national boundaries in the region.
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regional cooperation effort until 1975, The second section will evaluate the outcome of this
effort in light of the political dynamics and structural economic realities of the region. The
chapter will conclude wilh some obsersatines on the reasons why this first attempt at
regionalism in the Maghireb, which corres,.  .cd to the first ‘wave’ of regionalism world wide

did not succeed.

1. The long march towards Maghreb unity: .

pre-independence to the Western Saharan war

1.1 Renaissance Movement

It was not until colonial occupation that the issue of a regional Maghreb identity became
prominent in the ideological and political discourse of the region’s leaders. Even then it was
viewed by some to be contradictory to the spread of Istamic solidarity across geographical,
political and cultural proximity, a process that has been promoted since the advent of Islam in
the region. Others viewed the project to establish Maghreb political unity only as a first step
towards the achicvement of Arab wnity. The onlv pr rod duriny which the Maghieb has been
unified politically was between 1205 and 1269 under the Almec.. wes dynasty, a period known
as the ‘golden age’ in the history of the Maghreb.”’® However, even then, a popular Magleb
conscience never existed. "’ Successive waves of Turkish and then French colonisation have
accentuated the autonomy of dilferent temitorial units and have also imposed different regimes
of domination upon them, Whereas Alg... . has been colonised by France under the policy of
assimilation since 1830 until 1962, Morocco and Tunigia became protectorates of the same

% Libya was colonised by the Italian

colonial power only in 1912 and 1883 respectively
regime between 1911 and 1951, and Mauritania became a French colony in 1912, and an

overseas terrilory in 1946,

1% Sec Mohammied Ben E! Hassan Alaoui, La cooperation entre 'Union Européenne et les pays du Maghreb,
Nathan, Paris, 1994, p 89

137 See R Letourneau etal, 7 'wnité Maghrébine : dimensions et perspectives, Centre de Recherches et d'Etudes sur

les sociétés Mediterandennes, Pans, 1972, p 13

W gee B Btienne, ‘L'uniié maghrébine a I'épreuve des politiques élrangéres nationales', in R Letourncau ct.al,

L'wunité Maghrébine : dimensions ¢f perspectives, Centre de Recherches et d’Etudes sur les sociéiés

Mediteranéenncs, Paris, 1972, p 94
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The poliiical and sotial unity of the Maghreb region only came into focus under the influcence
of the Nahda or Renaissance movement. This Arab nalionalist movement strongly advocated
both political and economic modernisation as reflected in the principles of the French and
indusirial revoltutions. It provided fertile ground for the establishment of nationalist movements
in the core Maghreb countries, namely the ‘Young Tunisians’ in 1907, the *Young Algerians’ in
1914 and the ‘“Young Moroccans’ in 1919, In 1915 a committee for ihe independence of

Tunisia and Algeria was created, promoting {he idea of a North African Republic,
2. Colonial resistance

The formation of national liberation movements after the First World War marked a shift to a
mote overt political palionalism in the region, These were the Tunisian Destour movement,
from which Habib Bourguiba's Neo-Destour parly emetged in 1934, the North African Star,
formed in 1926, which is at the origi.n of the PPA (Algerian People’s Parly), and the Moroccan
Istiqial movement, Collaboration between the nationalist leaders of the three French-dominated
entities became significant in the period belween {he two world wars. The anti-colonial struggle
became the strongest link and common denominator among peoples in the Maghreb and
‘maghrebism’ became a new ideological pole around which societies could be mobilised and
drawn closer together.'™ The ideal of Maghreb solidarity was first entertained by a small group
of North Afiican intellectuals and students educated in France, who met throngh the Association
of North Aftican Muslim Students, also in France"’, It was further developed at the heari of
thesc resistance movements who, to mobilise politically for the cause of independence, had 1o
overly-emphasise the shared culture, language and veligion in the region. Until the end of the
Second World War, however, tI' - resistance movements accorded the struggle for independence

far greater priorily than the construciion of a unified Maghreb region,

9 See IC Santucei, *L'unilication magheébine; realisations institutiv«elles et obstacles politiques®, in R Letouncau
etal, L'mnité Maghrdhine : dimensions et perspectives, Centre de Recberches et d’Eudes sur Jes sociétés
Mediteranéennes, Paris, 1972, p 136
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3. The Maghreb Arab Liberation Cormmittec: 1947 - 1958

As the slruggle against French occupation inlensified, leaders of the liberation mevements of
the core Maghreb states assembled in Cairo in 1947, seat of nationalism and militant Arabism at
the time, to form the Liberation Committee of the Arab Maghreb, under the leadership of
Mohamed Ben Abd-El, a previously exiled Moroccan,'! The Cairo Charter, adopted by the
committee in 1948, constituted the first document that gave ideological content to the Maghreb
regional project™. This document promoted the independence of the three Maghreb states and
proposed that they coordinate all negotiations for independence with France. An Arab Maghreb
Congress was also established, uniting the three liberation movements. It adopted the following
recolutions (o:

« putan cend to Spanish and French colonial occupation

coordinate the actions and policies of nationalist movements in the Maghreb

edify the Arab Maghreb region and the Arab League

bring Maghreb colonial occupation to the attention of United Nations and the Arab Leagune
as a unified group

unily the actions of the different liberation movements through the creation of a

143

permanenl secretarial, the Arab Maghreb Bureau, in Egypt'™.

The establishment of this body was significant because it represented a first altempt at
institutionalising the political will of the three liberation movemenls lo co-operate to achieve
independence, as well as a shift in the discourse on the reason for building a region. Rather than
serving purely to edify cullural and national identity, (he regional project now had a more
radical purpose, namely as a platform for opposing colonial occupation. This body coordinated

the activities of trade unions and social and cultural arganisations throughout the region with the

M Sec Mohamed Abed Jabri, ‘Evolution of the Maghreb concept: facts and perspectives’, in H Bakarat (ed),
Contemporary North Afvica: issues of development and integration, Centre for Contemporary Arab Studies,
Washinglon DC, 1985, p 67

W1 See Alrmed Ben Ef Hassan Alaoui, op.cit., p 90; Paul Balta, Le Grand Mughreb: des independences & an
2007, La Decouverle, Paris, 1990, p 20

142 See Joseph Muzikar, Les perspectives de {'intégration des pays maghrébing et leur attitude vis-a-vis du marehé comutan,

Centre Europécn Universitaire de Naney, Nancy, 1968, p 9

13 See Molamed Jabti, op.cif, p 68 - 69
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primary purpose of furthering the independence of Tunisia, Morocco, and Algeria by promoting

radical Islum and Arab nationalism'.

Despite this effort, sovereign nationalist sentiment siill prevailed as the primary driving force
towards independence. This was iliustrated by the general indifference, which met the proposal
of the Algerian People’s Party delegation for a communal defence strategy und the creation of a
communal paramilitary organisation. The decision-making influence of the Maghreb Liberation
Committee was further eroded after the departwre of the Néo-Destour’s Huuib Bourguiba, who
had been the most fervent advocate of institutionalised regionalism, which he regarded as a
suitable platform to further his own liberal nationalist aspirations. Increasing differences
between the three liberalion movements on strategies to attain independence further eroded the

potential of the Committee to serve as a joint platform to strengihen their common pursuits. "

After the onset of the Algerian independence struggle in 1954, the Algerian People’s Party
concluded a secret agreement with the Tunisian and Moroccan liberation movements, in which
the laller promised to assist the Algerian nationalisin movement in its armed struggle against
French occupation. This agreement, however, never came into fruition. Instead, at
independence in 1956, the Moroccan king, Mobammed V, and Tunisian president, Habib
Bourguiba, initiated negotiations between themselves, the National Liberation Front in Algeria,
and France with the aim of creating & North African Federation. This Federation, they hoped,
wonld be closely linked to France, which at the time viewed the creation of a permanent
political alliance between the three Maghreb states to be in its cwn interest. Bul, as the text of
the 1958 Trealy of Friendship and Cooperation between Tunisia and Morocco clearly stated, but
these two states would not contemplate any form of institutionalised multilateral cooperation in

the Maghreb region without the participation of an independent Algeria, '

" See Letourneay, op.cit. p 12
45 See Santucei, op.cit. p 137
146 Thiad,
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4. Conference of Unity in Tangiers in 1958 ‘

The representatives of political parties from Morocco and Tunisia, namely the Istiglal and the
Néo-Destour, as well as Algeria’s liberation movement, the National Liberation Front,
assembled at a conference in Tangiers in 1958 in an atiempt to eslablish the basis for a federal-
type institutional alliance in the region. They unanimously adopted a resolution stating that
they are united in their will to link the respective fiitures of their states and to anchor such unity

7 While representatives

in common institutions and common defence and foreign policies.™
from Libya and Mauritania were only granted observer status during this conference, the

resolution carried their consent.

There were various reasons why they proposed a federal-type cooperation model. The signing
of the Trealy of Rome in 1958, creating a Buropean Econgtic Community (EBC) comprising
six weslern Buropean couniries, has acted as a major catalyst for the type of regional project
proposed at the Tangier Conference. At the time, all the Maghreb states depended heavily on
their former colony (France) both for imports and exports. The polilical and economic
unification of six powetful states in Burope, they believed, would drastically alter the texrms of
their cooperation with the former colonial power. They lioped that a unified voice would
strengthen their leverage vis-a-vis this new union in Europe, especially with Algeria reaching
the fourt'. year of its independence war with France. The resolution taken at the 1958 Tangiers
conference included aspirations and aims characteristic of the ‘first wave’ of regionalism, which
was beginning to sweep through the developing world following the economic success of the
EEC. The fact that both the US and the Soviet Union, the two emerging superpowers, were
federations, also led Maghreb leaders to draw a causal link betwecn integraling national units

and exetcising inore power in the intemational arena, '

Tt was at this conference that the issue of economic cooperation was first introduced at an
executive leadership level. Ministers recognised the need to coordinate and harmonise

industrial policies and focus on multilateral trade relations and to define a common position

147 See Muzikar, op.cit, p 11
18 Ses William Zarhman, *L*analyr> politigue du régionalisme’ in Ley expériences d’'infegration regionale dans
les pays dy tiers-monde, Centre d'Eludes de Reclierches et de Publications, Tunis, 1993, p 15
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towards the EEC in the context of the common objective of economic development in the
Maghreb region. It was recommended that two permanent organs be established lo
institutionalise the process of regional cooperation. Firstly; a Consullative Maghreb Assembly,
comprising the National Assemblies of its members, would siudy issues of common interest and
make recommendations (o national executive bodies. "** These issues included the climination
of customs tariffs and non-taniff barriers, the coordination of foreign and defence policies and
the integration of national economic development policies. This Assembly, however, never mel.
Secondly, it was proposed that a permanent body be established to coordinate regional
cooperalion efforts — that is, to act as a secretariat. Subsequently, a secrelariat was created at a
contference in Tunis during the same year. It did not start functioning until Algerian

independence, and met only twice after that."

Economic difficulties and political instability marked the Maghieb region during the period
1959 to 1963. Centrifugal forces scemed to trivraph over unifying forces — notably a common
language, a common historical tradition and the stmggle against colonialism. The continuing
Algertan liberation war as well as the demands made by national consolidation in Tunisia and
Morocco were preaccupying the political agendas of the parties that signed the 1958 Tangier
Conference resolution. These concerns were given far greater priorily than the imperative of a
regional cooperation project. Different political orientations, viewed as ireconcilable by their
proponents, also strained cooperation efforts. The republican tendencies of the Tunistan regime,
and its recagnition of the independent state of Mauritani - agitated the Moroccan government,
which slill viewed some parts of Mauritania as part of its own tewritory. The Tunisian
govemment was equally suspicious of the Moroccan regime’s support for President Nasser’s
Arabisation programme. ¥ Morcover, Morocco and Tunisia bolh bad separate cooperation
agreements with France, which posed bolh legal and political difficulties for any atlempt to

engage jointly in externat relations with Prance,

"% See Muzikar, op.cit. p 12
1% See Mohsen Toumi, *Des développements « égo-centrés » su développement solidaire’, in B Kadmani
Darwish and M Chartouni Dubarry (eds), Maghreb : les anndes de lransition, Masson, Paris, 1990, p 166
' Morocco claiined that the provinee of Chenguit in Mauritania was part of its territory before cofonisation
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Despite {he expectations of Maghreb political leaders, Algerian independence did not manage to
catalyse a process of regional unification.'” During the period following the Tangier
Conference, the principal cause of conflicts between newly-independent states in the the
Maghrcb was that of border disputes, culminating in the ‘War of Sands’ in 1963 between

Algeria and Moroceo in the Tindouf region.'”

Such disputes were common throughout the
African continent following the withdrawal of colonial powers, which lelt behind artificially
created borders that did not correspond to the pre-colonial ethnic, state and power divisions
within the region. An alleged Algerian plol to take the life of Iabib Bourguiba also troubled

relations between Algeria and Tunisia.'*!

Another reason why the Maghreb regional project did not receive more potitical support, once
Algeria aitained independence, is related 1o the divergent economic development paths chosen
by the three core Maghreb countries. Algeria’s unambiguous socialist development strategies
sat uneasily with the Moroccan and Tunisian regimes, which have chosen to follow more
marke{-friendly development strategies. Also, Algeria’s revolulionary internationalism was
radically in contrast with Morocco’s moderate traditionalisin both internationalty and in Africa.
Furthermore, the tliree signatories o the 1958 Tangicr resohnion seemud fo have developed
divergenl views of what a regional cooperation project should achieve. While Tunisia, uader
the leadership of Habib Bourguiba, viewed regionalism as a means to enhance nation-building,
Algeria saw it as a vehicle for mobilising ‘solidatity against imperialism’ through harmonised
foreign policics and joint economic ventures, in line with its national economic development
pohcy. For the Morocean governiment, national consolidation remained a political project of
much greater urgency than regional consolidation, and hence it hardly allocated any political or
institutional resources to working on the goals elaborated at the Tangier Conference. Together,
these tendencies resulted in a situation where regionalism in the Maghreb remained confined
only to declarations and governmental proclamations in the years preceding the creation of the
Maghreb Permanent Consultative Committee (MPCC) in 1964. This failure to muster sufficient
political will illustrated that, as was the case of the Maghieb Liberation Committee, the

Tangiers ‘unity’ conference was not motivated by a need to resolve jointly common econamic,

1% Ta Conference de Tanger, 27-30 avril 1958, Sceretariat d'elat a I'Information, lunis, (958,
133 Although Morocco had a historical claim to this region, Algeria referred to the OAU decision that ail
colonial borders should be honoured, Joseph Muzikar, ap.cit, p 13
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developmenizal, social and political problems in the region. Rather, Maghreb leaders saw it
solely as a tactical potitical platfonn from which to position themselves against France and the
EEC.

Before 1964, there were only two areas in which regional economic cooperation became
relalively successfully institutionalised. Firstly, in 1942 the private phosphate companies of
Algeria and Tunisia and the Phosphate Office of Morocco established a North African
Phosphate Syndicate, which was granted a monopoly to sell ali phosphate produced in the three
territories on the international market. It fanctioned according to a quota system whereby
expott quotas were allocated to each termritory.”® Morocco withdrew from the Syndicate in 1960

because this arrangement was seen to be to the disadvantage of its phosphate sales.'*

Secondly, a North African Alfa Syndicate (Comalfa) was established in 1963. This was a first
govemmental attempt to cooperate economically at a regional, rather than a bilateral level, It
also indicated a new resort to a more functional approach towards regional cooperation by the
three Maghreb slates whose inter-state relations have thus far been ridden with political
adversity and fatent antagonism,'”’. This Syndicate was granted the authority to fix export price
ceilings and produclion quotas for alfa producers in afl the Maghreb countries, and acted as the
intermediary [or any sales of alfa by the member states. It was managed by an administrative
council and had a fixed seat in Algters. This body has earned significant foreign currency for s
members in an international market where alfa prices have been falling steadily due to the
increasing use of much cheaper synthetic products by the paper industries in Europe. Due to the
shrinking market for alfa, the Conference of Maghreb Ministers (see below) decided in 1967 to
abandon the Syndicate’s focus on creating favourable trade conditions to sell alfa on the
international market. It was instructed to focus instead on examining the possibilities and
modalities of alfa processing in the Maghreb, This considerably reduced the body’s

influence,*® Significantly, notwithstanding the falling prices of alfa, none of the producers were

19 See Santucei, op.cit, p 139

135 Should safes fail to reach the ceiling of the aliocaied quota, the producer concerned would receive an indemnity.
if sales surpassed the allocated quota, the state in question had to pay compensation

1% See Muzikar, op.cit, p 45

S? Maurice Flory, ‘Problematique institutionelic de I"unité maghrébine®, L 'unité Maghrébine : dimensious et perspectives,

Editions du Centre National de las Recherce Scientifique, Paris, 1972, p 139

% See Santucci, op.ci, p 145 .
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able to reach their allocated quotas by 1968, which showed that supply capacily in this industry

needed to be addressed.

The creation of the Comalfa was an indication of the shift that was taking place in the
regionalist discourse of Maghreb leaders. Although fully embroiled in the task of building their
respective nalional economies, they were also gradually reafising (hat any regional project had
{o be base! on economic cooperation, This shift was expressed at two conferences in 1962, in
Tunis and Casablanca, where economic ministers declared that national economic policy-
making should henceforih take accounl of the regional context, otherwise it will not be

successful, and that political unity can only succeed if it is based on economic cooperation.”®

5. Establishing a Maghreb Permancent Consultative Commitice

The establishiment of the Maghreb Permanent Consultative Committee marked the beginning of
a new phase of reconciliation between the Maglhreb countries. This was to transiate into
numerous lripartite meetings at various Jevels as well as the conclusion of about forty bilateral
cooperation agreements (including those with Libya) during the course of the next fen years.
Although none of these led to significant concrete regional instilutions or processes, the mere
conctusion of these agreements at least signified a modest political will to search for
possibilities of cooperation in the region. Already in early 1963, shortly after Algeria’s
independence, a meeting of Maglhreb ministers discussed economic policy harmonisation, the
coordination of development strategies and irade policies, and the modalities of cultural and

0

technical cooperation in the region.”® However, the ‘“War of Sands’ between Algeria and

Morocco tater in thai same year, slowed down this initiative,

From 1964 onwards, Maghreb states started to embark on various efforts to insitutionalise
regional cooperation beyond the bilateral level. This period was characlerised by regular
conferences among the economic ministers of Motocco, Tunisia, Libya and Algeria, as well as
the cslablishment of a large number of specialised experl commissions to research the

maodatities of and opportunities for economic integration. The [irst Maghyeb inisterial

19 Sec Mohamed El Jabri, p 77 - 79

190 See Muzikar p 13
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conference on industrial development (which included Libyan representatives) was supported
and organised by the United Nations Economic Commission for Afyrica (ECA) in 1964. This
foliowed an BCA proposal that countries of the region star! exploring their economic
complementarities and that they replace their loose federalist-type cooperation approach with
sectoral coordination fo develop the region economically. This approach was in line with the
thinking of the dependencia school {see chapter one), which promoted the strategies of
collective self-reliance and import substitution industrialisation to enable couniries aof the
periphery to develop economically and compete on equal footing with the industrialised
countrics. Economic devclopment was viewed as a lincar process that would go through
progressive stages of indusirial modernisation and convergence with the economies of the

.

developed world.

The 'demonstration’ effect of the Furopean Economic Community (EEC), formed in 1958, was
also a strong catalyst for many regions in the developing world to embatk on regional
integration. At the same iime, however, developing couniries saw the need to protect their
peripheral regions against protectionist groupings such as the EEC, on which they were
dependent for mest of their trade. The ECA-initiated conference represented the first high-level
official recognition that there are enommon developmental needs in the region which could be

dealt will: through a regional approach.

This conference, in turn, has led the Tunisian government to initiate and host a follow-up
conference ot Maghreb economic ministers, including that of Libya, where a protocol was
adopted which recommended the creation of a Permanent Maghreb Consuitative Comumittee
(PMCC). Legally, the PMCC coniprised representatives of four member states. This protocol
recommended, infer alia, that the ECA provide the PMCC with assistance in conducting
various studies. These included assessing the existing industrial and agriculiural potential and
needs in the region and establishing the conditions under wihich tndustrial coordination and
harmonisation could take place simultaneous to the industriafisation projects of individual
member states. The protocol also recommended the creation of an Industrial Studies Centre to
examine possibilities of and obstacles to industrial coordination in the region. It would

therefore fulfil a complementary role to the various inter-ministerial commissions that at a later
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stage would examine the coordination of investment codes, the creation of development banks

and investment companies. '’

Maghreb economic ministers gave the PMCC a joint mandate to facilitate the ¢oordination of
the development policies of the respective states, examine conditions that would enhance
industrial harmonisation and develop the conditions that wonld support a muliilateral
framework, which would encourage intra-regional trade. From th .i.- first meetings, Maghreb
ministers only vaguely discussed the type of integration $o be pursued. Their general approach
corresponded to sectoral integration (sce chapter one), with the guiding objective being
‘collective self~management’. Accotding to its proponents, this strategy could easily be
financed with the petroleum and hydrocarbon income of Libya and Algeria,'®

Ministers also decided to establish a permanent secretariat for the PMCC, seated in Tunis,
which would be in charge of administrative and budgetary procedures, Instead of specifying the
form of or time frame for a regional cooperation and integration process, the Council of
Ministers adopted a pragmatic approach by defining only the principles of regional cooperation
and a number of general economic objectives.'® This was partly in response to the failure of
similar groupings in the developing world such as the Economic Community of West African
States, the Andean Pact and the East Afiican Union to accomplish ambitious objectives within

narrow time frames.
5.1 Permancnt regtonal institutions -

Two kinds of regional institutions were established between 1964 and 1970 ~ permanent and
non-permanent. Apart from the Conference of Ministers, ;he MPCC Secretariat and Comalfa,
other permanent institutions included the Conference of Economic Ministers. No treaty or
agreement stipulated {he po;,\'crs of this forum. It acted as the decision-making and policy-
generating forum in the region and presided over budgets, regional programmes, and project

proposals from other Maghreb bodies, including their implementation. Decisions were made

&) See Yves Gazzo, Afiique du Nord: d'liier & demain, essai d'analyse écomique, Economica, Paris, 1979, p 45
and Joseph Muzikar, op.ctt., pp 46-47
182 See Yves Gazzo, op.cit., p 144

85




unammously — this was the only principle that carried political legitimacy — and communicated
through protocols, official agreements and miinisterial declarations flowing from the seven
ministerial mectings held between 1964 and 1975. The Conference of Economic Ministers has
signed in total four protocols and twe ministerial declarations, outlining the principles of
economic cooperation.'™  National govemnments, however, were not legally bound by these
protocols and agreements, which limited their impact and their potential to drive the integration

process.

The Maghreb Industrial Study Centre, another permanent institution, was to provide for the
training of technical experts from the Maghreb region and to assist member states in developing
industrial processes, whichk could lead to the eventual harmonisation of industrial production in
the region. Tt also undertook specific industrial projects and did research on the industrial
sectors of all the member states. Its work programme aud budget first had to be approved by the
PMCC and in the final instance, by ihe Conference of Ministers. In 1970, the Conference of
Ministers created another permanent institution, the central Maghreb Compensation Bureau.
This body was to facilitate the regulation of railway transport payments by equally distribution
the shares of each of the three national rail networks to member states. The PMCC considered
it the first stage in the establisiiment of a central compensation bank to serve all inter-Maghreb

{ransport systems.

Finally, the PMCC acted as an advisory and coordinating body for all the specialised regional
commissions. It acted tnder the authority of the Conference of Ministers, with a rotating
presidency, fixed seal, fipancial autonomy and a juridical perscnality. It addressed the
following 1:gional concerns: identifying external market prospects, establishing regional
scientific and technical institutions, and harmonising industrial development strategies in ihe
region. The PMCC alsn aimed to give a regional context to questions of demography,
unemployment and the promotion of womenr and their active participation in the productive
process, Its juridical siatus allowed it to establish relations with both economic and political
international and regional organisations. However, this body had no decision-making and

decision-naking powers, and played a mere technical and consultative role.

13 Sce Santucci, op.cit, p 140

1% For more detail see Santucci, op.cif., p 143
36




5.2 Nou-permanent regional institutions

Non-permanent institutions mostly took the form of ad hoc commiittees to study issue areas
recommended by governments. Most were created on the recommendation of the PMCC and
were the national representatives [rom member states. Ad hoc bodies included the Maghreb
Transport and Communications Commission, the Maghreb Committee for Post- and
Telecommunications, the M. "hreb Tourism Committee, the Maghreb Statistical and National
Accounting Commission, the Maghreb Insurance Committee, and the Maghreb Committee of
Citrus Fruits and Barly Fruits and Vegetables.' They were all structured in a flexible way to

reduce financial costs, and met most frequently between 1970 and 1975.

According to most evaluations, the Maghreb Transport and Communications Coramission has
been the most successful in.accomplishing its objeclives. Its main aims wers to develop
transporlt and communications linkages among the Maghreb countries, encourage the
coordination of varicus transport systems through the creation of joint compenies, and
harmonise transpeit and communications regulations. Various specialised committees in all the
fransport branches (air, rail, route and maritime) were set up to assist in this mammoth task'™ .
The colonial legacy has 1eft " 3 region with an imbalance in transport and communications
networks (Libya for examplc had no railway network at the time), because of the economic
activities of thc colon’al power (France) in the region. French companies and the French
govermnent culiiveted and extracted raw agricultural and mining products, which were
transported directly to the metropole. This meant that no transport networks were developed
between the countries of the region but only between eack country and France. This has also
led to severc imbalances within the individual Maghreb territories.'”  Transport and

comnmmications infrastructure was concentrated along the Mediterranear, coastline of the

various Maghreb states, leading to highly developed ports.

165 The objectives of the Maghreb Insurance Committee was to enconrage the reinsurance exchanges between the
four Maghreb member statcs and to promote the hamnuonisalion of national insurance legislation. For futher details
see Mohsen Toumi, op.cit, p 166
MSee Santucci, op.cit, p 147
167 See Tarik Fzziaki, ‘Le Maghteb des transports et des communications dans la perspective d’un regroupencent
gconomique regionale’, Revie Marocaine de Droit ef d'Economie du Développement, No 27, 1992, pp 9-10
16¢ The development of the Casablanca-Rabat-Kenitra coastal railway line was a major development,
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To rectify these imbalances, various bilateral conventions were concluded during this time to
facilitate the joint development of railway lines and technical and financial cooperation between

' Yarions measures were also explored fo

the respective national railway contpanies.
coordinate maritime navigation policies and create joint maritime navigation companies, and in
1969Algeria and Morocco concluded a convention on the construction of route transport to
facilitate wrerchandise trade.  Notwithstanding these developments, the only snncrete
achievement of this Commission was the completion of the Transmagreb railway line from
Tunis to Casablanca, via Algicrs. Various studies have shown that an efficient and balanced
regiona! infrastracture is a necessary preliminary condition for the stimulation of intra-regional
{rade and joint production ventures. But such infrastructure also needs to be linked to
production netwrorks to serve as a catalyst for regional development, These developments did

not happen simultaneously in the Maghreb. '™

The Maghreb Commission for Industry and the Commission for Trade Relations were two of
the first non-permanent bodies to be established. The Commission for Trade Relations was
tasked to assist countries to develop lists of products that would receive preferential tariff rates
to most-favoured-nation rates. The Commission for Industry developed a programme, which
explored how respective member states could specialise in complementary industrial branches
such as the steel, giass manufacturing and assembly industries, Alihough (hese two
commissions were never formally institutionalised, or granted decision-making power or
juridical status, they continued functioning after the Conference of Economic Ministers decided
to abandon the project coordination approach of regional integration for a more integrated

regional intcgraion approach.

Between 1964 and 1970, various intergovernmenta! study groups made significant progress in
exploring regional cooperalion in the areas of education, youth development, sport, public
manager.ent and public administration, Several non-governmental groups in civil society also

contributed to the process in an informal way. These included doctors, scientists, academics,

1% One such convention was one coucluded in 1968 between Morocco and Algeria, which sought to explore jointly
the Qudja ratlway line and manuge the railway station at Oudja, which was a bosder town
1" See Tarik Bzzaki, op.cit, p 10
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students and women associations. While most of these interest groups recognised the need to
coordinate the nsc of their resources and harmonise their activities at a regional level, only a few
evolved from the stage of declaring principles to forming concrete regional institutions.
Examples of the latter include the Association of Maghreb Magistrates (1967) and the Maghreb
Society of Medical Sciences (1970).""

6. Conference of Economic Ministers 1967

The 1967 Conference of Economic Ministers marked a turning point in the regional integration
process.'” The ministerial declaration at (his conference proposed a new economic integration
doctrine defined as a comprehensive regional development sirategy as opposud 1o the sectoral
strategy that has been followed thus far.'™ It was agreed that the MPCC would henceforth
focus on accelerating trade liberalisation and industrial harmonisation aver a five-ycar transition
pericd, It wis to examine problems of cconomic cooperation and coordination as well as
appropriale measores to facilitate structural integration. In.this regard, its new emphasis waould
be on coordinating the respective Maghreb states’ trade relations with the EEC and other third
countrics. It would also cxplore the possibililies of intra-regional trade liberalisation and the
gradual establishment of a customs union with & co:  non external tariff, harmonised cusioms

policies, and a multilateral payment system,'™

As a result of this change in approach, the PMCC was to undertake a new range of studies. This

incluc'ed examiming the modalities for harmonious development of ali main industrial sectors in

' See Santueci, op.cit, p 142
2 Already in 1965 at a ministerial confercrce in Tripoli, economic ministers adopted a protacal, which
tecommended the establishment of rogional instilutions to promote trade intepration such as the Trade
Commission. “At the 1966 ministerial conference in Algiers, ministers recommended that Uie capacily of regional
institutions be reinforced. See Santucci, op.cit.,, p 144
1At this conference, the PCMM presentad three aplions, which could stimulate and acceleralion of regional
integration. Firstly, they presented an option of regiona! integration based on the Turopean model whereby ait
customs duties between the four slates would be eliminafed, a common external fariff would be established,
wonelary, {iscal and economic policy would be harmouised and comman institutions would be created. Secondly,
they presented an option, which would entail the progressive creation of an economic unjon based on 2 declaration
of intention and which wonld only demand periodical paticipation of member states in (ariff and industeial
investment location negotintions, The conference, however, adopted the third option, which was the gradual
cstablishment of a customs union.
™ The conference suggested that Maghreb member states each develop a list of products on which there would be
a arauval and lineay reduction of tariffs and non-lariff barriers over a periad of five years. See Mohsen Toumi,
op.cit v 167
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the Maghreb; the possibilities of joint vehicle construction ventures between Algeria and
Tunisia to exploit economies of scale; and the possibility of forming a joint super-phosphate
chemical complex to exploit underground resources.’” This new orientation did not privilege
trade liberalisation as the panacea for accelerated and more successful economic integration in
the Maghreb, but equally emphasised production infegration and joint expori-oriented
industrialisation. This turnabout was informed by the notion that more competitive production
and a balanced and efficient communications and transport infrasiructure would attract capital

and technelogy to the region, which in turn would accelerate economic development.'™

‘While the various committees and the structures created under the PMCC continued their
research and recommendations, {he Libyan and Algerian governments did not support the
proposals tubled at the 1967 Conference. They clearly lacked the political will and drive to
deepen the regional integration process, especially to include trade liberalisalion. This was
mostly a reflection of their approaches to polilical consolidation and economic development,
whichi differed significantly from the political and economic sirategies of Tunisia and
Moroceo.'”’

Algeria objecied to the new comprehensive regional integration approach, arguing that it would
exclude the participation of those at the grassroots level in {he regional integration process. This
was the view of the new National Liberation Front leadership, which taok power after a coup
d’état in 1965." Its new national charter emphasised the imperative of the ‘solidarity of the
masses’ and the precedence of national development in the allocation of political, economic,
social and ideological resources over that of regional integration. ™ At the time, Algeria was
promoting the notion of ‘self-centred’ development as a strategy for (he development of the
region, This implied ‘delinking’ from capitalist centres such as the EEC. Il also implied that
regional integration slionld have as objective the econonic, social and cultural liberation of the
people by eliminating all forms of colonial exploitation. This was in contzast to the Tunisian

and Moroccan approach towards regionalism, which they advocated at the 1967 Minislerial

1% See Joseph Muzikar, op.cit., p 48

1% See Yves Gazzo, op.cit, p 48 \

17 See MA Beckechi,'Le Maghreb: passé et perspectives: un point de vue Algérien' in 4/ Mayadine, No 6,
1990, p 24

17 Ahmed Ben Bells, the Algerian independence leader, was overthrown by Ben Youssef, s radical, in 1965
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Conference.”™ Howuver, Algeria’s reluctance to proceed with the regional integration project as

suggested at the 1967 meeting was also a manifestation of its emerging nationalism aod even a

' The signing of an agreement that would promote {rade

desire to dominate the region.
integration would have compromised its three-year, 1970 to 1973 naticnal development plan,
The latter included a strategy to diversify its hydrocarbon outlets through the creation of a
national industrial base. Therefore, uniess it was in a position to impose regional division of
labour that would favour this strategy, Algeria vrould not endorse the suggested regional

integration programme.

The Moreccan and Tunisian governments viewed Libya as a necessary partner in the Maghreb
regional project. The rise in its national income after the discovery of petroleum in 1959 meanst
that its petroleum revenue would be able to finance many of the structures and projects
envisaged by the PMCC. This revenue could also assist in the development of Moroccan and
Tunisian industries, Morocco and Tunisia in turn, could furnish Libya with much needed
labour.'"? However, no Libyan represeniatives attended the 1970 Conference of Economic
Ministers, Afler the coup d’état staged by Colonel Khadaffi in 1969, the new Libyan regime
broke all ties with the Maghreb in favour of the eastern Arab world, or the Mashrek. It pursued
pan-Arab unity as a foreign policy objective and focused in particular on the issue of an
independent state for the Palestinian peopie.’” This has also resulted in the deterioration of its
relations with US-aligned states in the region, especially l\l/l'omcco. But, the Libyan regime has

always shown litlle interest in the Maghreb project, even before the 1969 revolution,'™

In 1967, afler the defeat of Egypt during {he Six Day War, Algerian leader Houari Boumediene

expressed (he view fhat the people of the Maghreb are 'condemned' to cooperate and that there

7 See Mohamed Abed Jabri, ‘Gvolution of the Maghrib concept: facts and perspectives’, in H Bakarat (ed),
Contenporary North Africa: isswes of development and integration, Centre for Contemporary Arab Studies,
Washington DC, 1985, p 81

e See Sad Hamdca, 'T.es tentatives d'intégration des pays du Magired face & Mélargissement de la
Conrnunauié Europeenne', Etudes Internationales, p 326

1811h d, p 329

2 Gee Puul Balta, 'La -lynamique des rélations futermaghrébines', in B Kadmani Darwish and M Chartouni
Dubarry (eds), Mughreb: iov anndes de trausition, Masson, Patis, 1990, p 198

" This foreign policy oriemation was confirmed in a speech delivered by (he Libyan ambassador to South
Africa, Dr AA Alznbedi, at the Institute for Security Studicd, Midrand, & May 1997

91




s

arc more factors uniting than dividing them.'™® However, the divergent development
trajectories, political tensions and ideological differences between the regimes of the repion,
which marked the period until the crealion of the Arab Maghreb Union, were to mark regional

relations more than any potentially centripetal forces.
2, Bvaluating the first wave of regionalism

Varions Factors were responsible for the failure of developmental regionalism in the Maglreb
during the immediate post-independence period. They include the following: a) the Western
Saharan conflict; b) Maghreb countries' dependency relations with the EEC; ¢} the absence of
ihe necessary preconditions for economic integration; d) the divergent ideclogical motivations

of Maghreb povernments; ¢) weak regional institutions; and [} the regional balance of power.
2.1 Western Saharan couflict

The Western Saharan territory, comprising 2 largely nomadic Islamiic Arab-Berber population,
was colonised by Spain in 1884. While Spain ceded two of its four regions, Tarfaya and Ifui, to
Moroceo in 1959 and 1969 respectively, the other two regions, Rio de Oro and Saquiat al-
Hamra, became a province of Spain in 1958. Unlike the colonsal legacy of other territories of
the region, the Spanish. did not develop any notable econqmic or social infrastructure such as
faclories, schools, hospitals or transport and communication networks in these regions, despite
the discovery of phosphate deposits in 1947, and their subsequent exploration from the 1960s

onwards.

The first ol numerous United Nalicns resolutions calling for the self-determination of the
Saharan people was passed by ils General Assembly in 1964, [ollowing the wave of

independence swesping over Africa and Asia at the time."*® Moroceo had long laid claim to this

'™ The Libyan goverament never foilowed up on Algeria’s suggestion to explore jointly the international
petrolenm mavket and sell their respective petroleum resources to leve: Ja-ater negotiating and bepefit from
economies of scale
185 1 oy Maghrebins sont condanmnes a la cooperation, Les factews .4 'approche sont plus nonbresx que cex
quti les divisent!
1% See Paul Balla, op.cit., p 169
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territory, dating back ils claim to the Almoravid Empire.'™ In 1974, the Western Saharan case
was referred to the International Court of Justice, at the insistence of Morocco. ' The reason
for this was that the interested parties, namely Spain, Morocco, Mauritania, Algeria and the
nascent Polisario (Popular Front for the Liberation of Saquiat al-IHamra and Rio de Oro}
movement, could not reach agreement on the terms of a referendum on the independence of the
territory. ' At a summit of the Arab League in Rabat in 1974, Morocco's King Hassan I and
Mauritania’s president, Quld Daddali, reached an agreement to divide the then Spanish Sahara
between them once Spain withdrew from the territory, This was in line with the Declaration of
Principles both concluded with Spain before its withdrawal from the territory. Under this
Declaration, Spain was {o institute a temporary administration in which Morocco and
Mauritania were Lo participate in collaboration with the Jema’a, a local assembly set up by
Spain in 1967. While the borde.s of the territory were defined by France and Spain to serve
their own strategic and economic interests during their colonial rule, Moroccan leaders were
interested 1 the added economic and potlitical leverage which could be gained by annexing
parts of this territory. ' Mauritania, in turn, based its claim to the arca on the cross-border
movemenis of the ethnic tribes spread across Mauritania and the Western Saharan territory as

well as {he fear of losing the bufler between itsef and Morocco.'”

In 1975, the Interuational Court of Justice ruled that although there is 2 legal allegiance between
{he Sultan of Moroceo and the tribes in the territories of the Western Sahma and Mauritania,

there is no tie of territorial sovereipnty between the Western Sahara and Morocco or Mauritania.

5T The Almoravids (1060-1145) were nomadic Berber (ribal people who ruled Morocco, Spain and western
Alperia at one time
# Moroeeo claimed that Algeria insisted on the right te setf-determination of the Western Sahara because it
desired to have a corrider to the Atlantic from Tindouf, where major iton ore deposits were lacated, and te have
a weak Salacan state which they could dominate. However, Algeria needed to project its foreign policy role
conception as ‘bastion of the revolutionaries’, Support for the scif-determination of the Western Saharan people
wenl a Jong way to affirming its international status as well as its regional power.
' Formed by Saharan students and intellectuals in May 1973, the Polisatio movement drew its strength mostly
fiam the Reguibat leibe (canie! nomads ranging over great areas of the descrt in the Western Salara, southemn
Marocco, Algeriz and Mauritania) and fiest demanded independence from Spain in 1975, After 1975, it turned
its energics against the Moroceans. “The Polisario is the political wing ef the Saharan Demacratic Republic,
which maintains the fiamewerk of a slate, and most of its supparters come fiom the large rumber of Saharan
refugees living in (he cutps around Tindouf in Algerfa.
¥ Balia, op.cit., p 160
¥ See Richard B Parker, North dfvica; Regional Tensions und Strategic Concerns, Preager, New York, 1987
(second cdition), p 109
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This ruling validated UN General Assembly Resolution 1514 of 1960.'" King Hassan II,
motivated by the outcome of the International Court of Justice ruling against Morocco’s
sovereignty over the Westem Sahara, continued (o organise a peaceful march of 350 Q00
unarmed citizens to the Sahara to ocoupy the area, in what came to be known as the ‘Green
Marcly’. ™ Despite opposition from the socialist opposition and industrial and business interests

in Morocco to this march, it was viewed as a diplomalic coup by the outside world. '

Algeria, although it has never made any historical claim {o the Western Saharan territory,
interpreted Moroeco’s actions as an expansionist drive (supported by its claims to Mauritania)
witl the purpose of altering the balance of power in the region. The first foreign power to
provide financial aid and arms supplies to the Polisario was Libya, but the liberation movement
only started constituting a serious military force when Algeria began supporting it in 1975, This
was in line with what was to become an Algerian foreign policy principle of solidarity with all
peoples of Africa, Asia and Latin America in their struggle for political and economic Iiberation
and support for therr right to seif-determination and independence. This principle was

ensconced in the 1976 Algerian constitution.

The day after the Spanish withdrawal from the Sahara in 1976, the Provincial Sahrawi National
Council proclaimed the Saharan Democratic Arab Republic {RSAD). This led to serious
fighting between Moroccan (roops and Polisario members, Many of the Sahrawi population
opied to leave the territory for refugee camps set up and sponsored by Algeria in Tindouf,
southern Algeria, In April 1976 the territory was officially divided between Morocco and
Mauvritania. After the overthrow of Ould Daddah in a military coup in 1978, the new
Mauritanian junta signed a peace agreement with the Polisario, thus opting out of the conflict.
Fighting between Moroccan troops (supported by financial assistance and arms supplies from
the US) and the Polisario continued unti} the early 1980s despite various attempts at mediation,

amongst others from the Organisations of Aftican Unity (OAU). According to Moroccan

192 S United Nations Mission for the Referendum in the Western Sahara’, in The Blue Helmets, A review of
UN Petcekeeping, United Nations, New York, 1996. Also sce
www.un.erg.80/Depts/DPKO/Missions/minurs_b.hitm, p 1

3 Tt found that while Morocce had ‘ties of allegiance’ wilh the Sahara, these ties did not constitute sovereignty
and should not stand in the way of selfudetermination

1% Authors ditir as to the level of support the Green March enjoyed from thie opposition. Packer, op.cit p 112,

for example, holds that the opposition *genninely supported the Motrocecan claim'.
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leaders, who refused 1o negotiale on the status of the Western Sahara or enter into direct
negotiations with the Polisario, arguing that this dispute was an ‘intemal’ matter, they would

only sign a ceasefire once the Algerian govemment ceases to support the Polisario.

The formal recognition of the SDAR by all OAU member states in 1984, after various fatled
attempts to arrive at a settlement, led to Morocco’s withdrawal from this organisation, ' From
the mid-1980s onwards, the Polisario started concentrating more on the polifical aspect of their
conflict with Morocco, as it became clear that there could be no military solution.'® Algeria’s
conlinued commitment to the Polisario seemed to be increasingly motivated by ‘ideology and
prestige’.” Seemingly uawilling to Jose their credentials as Third World leaders, successive
Algerian governments have cotnumitted significant resources to this conflict, despite the fact that
it had led to a deterioration of their political relations with especially Morocco, but also with
Libya. By the early 1980s, the Algerian regime insisted that the Western Sabaran crisis be

rs dved before it would commit further to regional cooperation.

2.2 Relations of dependency with Europe

The Maghreb region’s preferenlial relations with Eutope have always been a determining factor

in the economic development of the region. Financial and technical resources fram Europe

could assist national productive structures to adapl fo the required conditions for regional
integration. These conditions included market diversification, the mechanisation of irtigation,
an increase agricultural productivity, support of small-and-medium emterprises, and investment
in training and research, as well as technology transfer to assist production and export capacity

of the privale sector in the Maghreb.

Relations between Burope and the Maghreb can be divided into three phases. Firstly, during the

period between 1945 and 1962, which saw major developments such as decolonisation and the

b vnmng of the cold war, which resulted in Burope privileging its ex-colonies. Secondly, the

%5 See Parker, op.cif. p 124

19 The first step in the direction of a political resolution of the conflict were the *proximity tatks’ (indirect talks
carried out though intermediarics) under N auspices between representatives of the SADR and Morocco in
1986

%7 parker, op.cit., p 195
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period between 1962 and 1976, which was characterised by the rapid expansion of European
economies and saw the conclusion of association agreements between the EEC and individual
Maghreb countries.’” These agreements gave special markel concessions to Maghreb exports
to the EEC such as customs exemptions and exemptions from import quotas for certain
products, within a juridical framework. A General System of Prefersnces for manufactured
exports from the Maghreb was also introduced.” The period from 1976 onwards was
characterised by economic recession in Europe, increasing protectionism of its market, which

impacted negatively on economic growth and development in the Maghreb.*®

The signing of the Treaty of Rome in 1957 between France, Germany, Italy, the Netherlands,
Belgium and Luxembourg did not herald the end of the special ties between these powers and
their former or existing colonies. The Treaty, in fact, had conferred a special status o overseas
territories in recognition of the detrimental effect a common extemal tariff would have on those
ferritories dependent on the BEC market for most of their exports. It also contained ‘a
declaration of intent to conclude economic association agreements with the independent states

of the franc zone countries.*®

Since 1967, Algeria, Morocco and Tunisia have been engaged in negotiations wath the EEC to
conclude association agreements that would grant them special preferences to the EEC market.
In 1969, the first of these association agreements were concluded between the EEC and
Moroceo and Tunisia respectively, granting free access fo the EEC market for all citrus
products, industrial products except for petroleum and cork, and all artisan products originating
in Morocco and Tunisia” Agriculiural products, however, were granted only limited access

and both quota and tariff restrictions were levied on products based on their calendar period.’®

1% Algeria withdrew unilaterally from its cooperation agreement concluded with the EEC in 1972

199 The GSP was first introduced and negotiated by the United Nations Conference on Trade and Development
(UNCTAD) in 1964, in recognition that developing countries needed trade assistance to promote their exports
to indusirial couniries, This scheme, therefore, could be impiemented unilaterally by industrial countries
towards selected developing countries, aud was incorporated in the General Agreement on Tariffs and Trade
{GATT).

0 CM Lahzami, ‘Maghreb-EEC relations economiques: éetapes, bilans, perspectives’, in Cahiers de CERES,
Actes du Collogue: perspectives et étapes des la construction du Maghreb', No 14, Tunis, 1989, p 263

0! Qe Malika-Hattab Christmann, 'Les relations commerciales Maghreb-CEE: enjeux et perspectives’ in Reviee
Marocaine de Finances Publiques et d’Economie, no 7, 1991, p 71

32 See Mamdouni, op.ci, p 324. These products were granted an 80 per cent tariff reduction on the EC market

% See Christman, op.cit,, p 71
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This affected the Maghreb countries in particular since harvests could often be mined if they
wete even one week late, since export duties rose significantly during the European production

period.

These association agreements generalised the trade preferences Maghreb countries have until
then enjoyed vis-a-vis France to all six EEC member ..vuntries. Algeria only st . negotiating
an association agreement in 1972, although it already had free access to the French market for
some products. Association agreements were negotiated for a period of five years and were

governed by a complex system of rules of origin.

By 1972, EEC heads of state have started calling for a more integrated and balanced approach to
cooperation with the Mediterranean countries.”* This led 1o the conclusion of prefirential trade
and technical and financial cooperation agreements with Algeria and Tunisia in 1976 and
Moroceo in 19782 Thesé cooperation agreements granted supplementary tariff advantages to
those offered by the GSP to the three Maghreb countries and went so far as to lift all customs
duties and quotas on certain agricultural and indusirial products, subject to the Common
Agricultural Policy (CAP). All Maghreb industrial exports, except textiles had free access to
European markets. Although the BEC maintained import quotas and tariffs on textile exports
from the Maghreb, this access was more faveurable than that accorded to Asian and other textile
exporters under the terms of the MuliiFibre Arrangement. The new association agreements also
included, in addition to non-reciprocal trade preferences, a financial support mechanism through
five-year protocols that covered EEC aid and European Investment Bank loans, as well as a

social cheyter deating with migration issues.”™

The rules of origin of these agreements also allowed for cumulation in the Maghweb region, that

is products originating in one Maghreb country could be used as inpws for a product

M Agreements signed with Greece and Turkey duying this period aimed at the progtessive ¢limination of
customs t2-3fs on industrial products, the harmonisation of agricuiturai policies and the viaboration of a
communal financial aid policy. This was generally regarded as a transition phase tov.ards full incorporation
into the Eurspean Union. There were therefore various differentisted agreements with different countries of the
Mediterranean.

25 See Lahzami, op.cit, p 269

5 See Mustapha K Nabli, *The Eutopean Union Tunisa Free Trade Area Agreement: some lessons for South
Africa’, paper presented at the Trade and Industrial Policy Secretariat Annual Forum, Johannesburg, September

1997.
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manufactored in another Maghreb country, and treated as originating in the [atter country.
These agreements therefore did encowrage regional production Liegration among Algena,
Morocco and Tunisia. However, du¢ to their individual preferential trade relationships with the
EEC, Magtireb countries did not give priority to intra-Maghreb regional economic caoperation.
They pursued this relationship despite the fact that only the textile industry managed to win a
significant share of the European market by the end of the 1980s, even under the so-called
preferential regime. Other sectors lacked the technical competence and competitiveness to

make inroads on European markets.””

The henefits of these agreements, however, were patially crod 'd by the fact that simifar
preferential terms of markel access were granted to agricultural and mining products from
countries such as Bgypt, Jordan, Syria, Lebanon and Isragl. Increasing protectionism on the
side of the EEC, the abuse of safeguard clauses and the tariff preferences offered by the GSP to
all developing countries also contributed to the erosion of trade preferences granted to the
Maghreb. There were also other reasons why these agreements did not contribute to economic
development in the Maghreb. Firsily, we structure of trade between the Maghreb and the EEC
limited the potential revenue from exports to Europe. Not dissimilar to the general structure of
trade between the indusirial and the developing world, the Maghreb countries exported mainty
primary agricultural or mining products to the EEC while importing mostly value added

intermediary manufactured and consumer goods.*®

Secondly, high tariff and non-tariff barricrs (including voluntary export restraints) were
maintained in the fextile sector — one of the few sectors in which the Maglireb countries had a

comparative advantage. Thirdly, the EEC's common agricultural policy (CAP), in full

27 See Jaques Bourtinet, 'L'environment éconemique international de lintegeation maghrébine: partenariat
Européen et relations interarabes', Annnaire de FAfrique dy Nord, Volume 24, 1985, p 330

2% Alpen in the 1980s exported mainly hydrocarbons (98 per cent of total exports to the EEC while importing
food products (wheat), industrial and manufactured products; Morocco expocted mainly mineral and phosphates
{prirnary products), textiles, chemical fertilisers, shoes (industrial products) and fruit, vegetables and fish (food
products) to the EEC while importing mostly manufactured and intermediary goods. Tunisia exported mainly
petroleum products, textiles, clothing, phosphate festitisers and olive oil to the EEC until 1980, The begianing
of the 1980s saw industrial and petraleum products constitute a much larger share of exports to the EEC.
Imports from the EEC constituted mainly of transport tnaterial, manufactured, chemical and food products.
Liby exported only hydrocarbons to the FEC while importing food, manufactured, chemical and intermediary
products from the EEC. Mauritania exported fist and iron to the EEC while importing manufactured, chemical,
food and intermediary products,
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operation since 1969, has limited Maghreb states’ polential reve.ee camings from agricultural
exports. The CAP was meant to raise productivity, thus securing food availability and raising
agricultural incomes in Burope. The policy granted mininium prices fo the most important
agricultural products, which were generally higher than world macket prices. To maintain high
internal price levels, the Furopean Community also had to protect the internal agncultural
market from cheap imports, hence the imposition of high tariffs and use of non-tariff barriers
(such as calendar-related quetas) on agricultural imports. Thesefore, although Moroccan and
“Tunisian farmers produced agricultural products such as tomatoes and oranges at a much lower
price thau EEC farmers, they were not able to undercut Community suppliers because of high

market entry costs,

The relationship of dependency between the Maghreb and Burope was mainly related to trade,
financiatl and migrant worker flows. With regard to their trade relationship, not only werc
Magﬁreb countries much more dependent for their trade flows on the EEC than the reverse, but
there was also a structural imbalance in their trade relationship. By the late 1980s, Maghreb
countries imported mostly capital-intensive and heavy industrial equipment from the EEC and
exported mostly energy and phosphate primary products to the EEC. In this regard, their core-
periphery relationship has not changed significantly since the independence of Maghreb
countries, Ninety per cent of the Maghreb countries' trade with the EEC was concentrated on

Yrance, Gernuany, Italy, Spain, and Holland.
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Tabie 1: Maghreb trade with EEC as percentage of total trade

Exports to the EEC . Imports from the EEC

75.1% 62.4%
Algeria
1985
Libya 1981 32.1% 04.8%
Mauritania 1983 52.9% 63.3%
Morocco 1985 58.6% 47.2%
T nisiz 1986 73.9%% 67.7%

¢: CM Lahzanyi, 'Maghreb-EEC relations économiques: élapes, bilans, perspectives', *a Cahiers de CERES,
A, Collogue: perspectives et élapes des b construction du Maglreb, No 14, Tunis, 1989, pp 271-272

Table 2 illustrates the evolution of Maghreb trade with the ERC between 1965 and 1985, Tt
illustrates the constant trade deficil of Moroceo and Tunisia vis-a-vis the EEC, and Algeria’s
trade surplus. During this period, France remained the main rading partner, and afier that Italy

and Germany.

Table 2: Evolution of Maghreb trade with EEC (% of total}

Year . . Moroeco. . Algeria 0 Tunisia

““Amports '_Ex_por& ImportsD{pons __In_iport_é Exports _'

065 60 50 871 764 4G 5338
1985 61 519 595 674 653 682

Souree: Ait Amaraand Ben Hammouda, ‘L'Union du Maphreb: éspace d*echange ou de production’, in Revue

Tunisicnne d'Economie, No 3-4, 1993, p 35

Despite the fact that Morocco and Tunisia starled exporling more labour-intensive value-added
mamfaclured ends such as chemical and textile products, equipment, and transport materials
to the EEC since the 1970s, they have continuned registering a tride delicit with the EEC,

However, manufactured exports frown the Maghreb 1o the EEC fell from an average of 13 per
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cent in 1978 to 11 per cent in 1985, partly due to the protection of European markets from
manufactured imports.*® Thanks to its petroleum exporis, Algeria has managed to continue its
trade surplus with the EEC. Throughout this period, 70 per cent of the EEC’s total iwaports

from Maghreb countries were comprised of fuels and fuel products.®*®

Throughout the 1970s and 1980s, Tunisia and Morocco were unable to reduce their trade
deficits with Europe, partly because European couatrics were selling their surplus cereal, with
the assistance of generous export subsidies granted under the CAP regime, at prices with which

M Markel fluctuations and climatic factors also impacted

Maghreb countries could not compete,
on production for export, and therefore reduced the revenue from exports in Maghreb budgets,
Also, not only did Morocco and Tunisian light industry exports such as textiles and clothing
compete for Ewopean markets, but the EEC relracted on its commitment in the (976
association agreements to allow fiee market access for these products. Without these

preferences, Maglireb productive structures were unable to adapt to the increasing competition

from the Asian texliles and clothing industry on European markets. For cxample, shoe exposts
from Tunisia and Morocco to the EEC market were threatened by the more competitive exports
from China and India. Tn addition, this core-pertphery trading relalionship was imposing a
model of expori-oriented industrialisation, thus constraming indigenons development and

diversified specialisation.

Similar to Fapanese firms, which relocated to Southeast Asian counliies in search of cheaper

production costs, some European transnational compames started relocating production
facilities the Maglireb in search of cheap labour and propesty, and in return they received
support froms Maglueb states for their investment. For exampie, European--based textile and
clothing conmpanies would move the labour-intensive branches of their aclivity to countries like
Morocco and Tunisia, to bencfit from low wages, but at the same time kept the more
technologically complex and capital inlensive value added branches of their aclivity in the home

counttry. This limited lhe poteniial of lechnology transfer to Maghrel countries, Despite this

7 See Agnes Chevallier and Veronique Kessler, ‘Craissance el insettion international du Maghreh: questions
sur Pavernir des relations avec L'Europe’, B Kodmani-Darwish and Mr Chouni-Duuairy {eds), Maghreb. les
annedes de transiton, IRFI, Payis, 1990, p 25%

M0 Ajt Amaca and Bea Hammouda, ‘L "Union du Maghreb: espace d’echange ou espace de production’, Revie
Tunisienne d'Economic, No 3-4, 1992, pp 32-33
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relocation trend, foreign direct investment flows remained very low, and financial investment
originated mainly from French banks, *? The largest capital flows 1o Maghrclr countries have
been in the form of loans to support Buropean exports. This relocalion was only refleciing a
broader trend, namely a new intemnational division of labour emerging thronghout the world
(see chapter one). But, unlike the industrialsing role that Japan played in Southeast Asia, the
EEC did not privilege is trade relations with the Maghreb or allow preferential entry of its
competitive manufactured exports to the EEC market. European companics also worsencd the
disarticulation between different sectors of local Maghreb economies and served to reinforce

regivital dualism.2?

However, this was not the only reason for low investmen! flows from Eurape to the Maghreb.
Technological change has diminished most of the Maghreb countries’ competitive advantages
such as cheap labour, cheap and abundant primary producis and climatic benefits. Despite this,
the Maghreb remained important for Europe. The Maghreb served as a geographically closé
market for Buropean services and consumption and intermediary goods. The threat of
population spill over from its poorer neighbows in the south, motivated the EEC to promote co-
development by supporting induslrialisation, food sclf-sufficiency and human resource

' For Maghreb countries, Europe remained a stable

development in all Maghreb countries,”
{rading partner, especially in view of their sensitivity to interational market fluctuations, and
they were also able to benefit from the technology of Etropean firms investing in the Maghreb.
However, Morocco, Tunisia and Mauritania still remained vulnerable to the flnctuations on the

European market due to the “sensitive’ nature of 75 per cent of their exporls to the EEC.,

The financial protocols negotiated between the EEC and Algeria, Morocco and Tunisia
respectively have also contributed to a relationship of dependency between the two entities.
M ( of the financia} aid in all three protocols negotiated between 1976 ind 1986 was in the

form of loans to be reimbursed ai a favourable interest rate, Buropean Investment Bank (EIB)

M See Agties Chevallier and Veronique Kessier, op.cit., p 263

#7 18% of French commercinl banks® loans 1o developing countries went to the Maghreb, solicited by Irencit
exporters, This remained the case until 1990/1991, Sce Chevallier and Kesslet, op.cit., p 264 foc more de ail.
3 Gee Jaques Bowrinet, 'L environment économique international de I"intégration Maghrébine: parter ariat
Européen cf retations interarabes’, in L'dnanaire de L'Afvigue du Nord, Tome 24, 1985, pp 327

2H gee Malimoud Qurabal, ‘La cooperatoin internationale et I'integration écenomique de 1'Afiique du Nord’,

Revite Marocaine e Finances Publiques et d'Economie, No 7, 1991, pp 87-99
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loans formed a large part of the total amount of financial aid flowing to the M ghreb countries
from the BEEC (especially in the case of Algeria). EIB loans were typically used to finance
heavy infrastructure projects in the energy and transport sectors, agricultural and fisheries
training projects, budgetary aid and so on, The first financial protocol negotiated in 1976 with
Algeria and 1978 with Tunisia and Morocco emphasised infrastructure development, small and
medium enterprise development and agricultural training. The second protocol, negotiated in
1981 with Morocco and Algeria and 1982 witk Tunisia, focused more on the financing of food

security, sceial and human resource development, energy production, and dam construction.””?

During the first half of the century, a common labour market existed in the western
Mediterranean region, Maghrel workers migrated to the industrial centres of southern Europe,
whereas southern European workers migrated to the industrial centres of Europe. Due to the
large number of Maghreb workers who started emigrating to the EEC from 1970 onwards, the
cooperation agreements also provided for guarantees of similar working conditions, social
security packages and renumeration scales than those enjoyed by European nationals. Their
remittances have not only become an importaat part of the gross domestic product (GDP) of
Maghreb countries, but also an imporiant source of government revenue to service the balance
of payments account. The most significant ‘push’ factor for Maghreb workers to migrate to
France and Italy in particular, has always been the inability of Maghreb economies to absorb

new labour market entrants,

In addition to their dependency relationship with Europe, Morocco, Tunisia, Algeria and
Mauritania have seen the steady erosion of the benefits of their association agreements with the
EEC. This was due to the proliferation of EEC prefevential agreements and GSP concessions to
third parties, the abuse of the safeguard clause by European companies, and increasing
proteclionism under the terms of the Common Agricultural Policy. The association agreements
were also highly unegual in nature, They could be unilaterally suspended if the EEC invoked
safeguard or voluntary export restraint (VER) clauses, which have been used many times and
with severe consequences against the Tunisian and Morocean clothing and textile industries*'

Even the renewed association agreements concluded in 1985 between the respective Maghreb

3 See Lahzawmi, op.cit. p 275

26 bid, p 207
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countries and the EEC were the result of intemal Eutopean deliberations, without any
consultation with Maghreb countries. They were only asked to accept the European
propositions a priori, and managed to secure only one major concession, called the
‘Laxembourg compromise’. According this agreement, the volume of Maghreb exports to the
EEC would be safeguarded and tariff contingents for ‘sensitive’ products (i.e. certain

agriculfural exports) would be ceased.

Maghreb countries would have been able to extract more concessions from the EEC had they
unified their negotiating positions. FHowever, due to the urgency of the negotiations, the celf-
interest of Maglreb countries and the lack of a unifying political or ecconomic framework,
Maghreb countries continued in the 19%0s to negotiate scparats agrecments with the EEC,
From the European side, there was also not a commoen institutior:al or dialogue framework, or
common economic mechardisms to facilitate joint negotiations between the itself and the

Maghreb?? :

Although their separale and priority trade, financial and political relations with the EEC,
Maghreb countries did not prioritise horizontal integration amongst themselves. EEC-Maghreb
cooperation, however, should not be seen {o he incompatible with regional integration. Once
the Maghreb region manages to develop harmonised national productive structures and regional
economics and diversify their ~xport products and markets, the preferential access to the BEC
market for manufactured and agricultural exports could assist in the economic developiment of
the region, To optimally benefit from this relationship, however, the Maghreb region would
need a common juridical and political framework to negotiate with an increasingly integrated

Europe. The emphasis, once again, should be on the regional diimension of development.

Such a joint positioning wonld have enabled Maghreb countries to secure salary, social security,
and profit remittance benefils for their nationals working in European countries, instead of
nogotiating separate bilateral conventions to regulate labour matters. The new association
agreements negotiated between Tunisia, Morocco, and Aigeria respeciively and the EEC

provided not only for financial and technical cooperation, but also cooperation on labour

A7 See Mohmoud Qurabsh, ‘La cooperation internationale et Iintegration économique de I'Alfrique du nord’,

Revue Marconnine de Finances Publiques et d’Economie, No 7, 1991, pp 8799
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matters. These principles were never applied, partly because of an increase in stmactural

unemployment in Europe.”'®
2.3 Structural economic obstacles to regional integration

Most economists agree that while regional economic integration can stimulate productive forces
in both developed and developing countries, the methods and strategies employed to integrate
developing economies need to be different from those used to integrated developed economies.
In this regard, the creation of a free trade area as the first phase in the process of regional
integration would make no sense for developing countries, as they do not produce sufficient and
complementary merchandise and capital goods to be freely circulated. Rather, developing
countries should focus on developing complementary productive sectors, cooperaling in
building infrastracture and ensuring food security, and facilitating (rade generally. This section
will evaluate Maghreb cooperation in the areas of agricultiwe, industry, infrastructure, and trade

and explore reasons why this cooperation did not happen, or succeed as a development strategy.
2.3.7 + wricuitural cooperation

The success of industrial development and integration in the Maghreb region was highly
dependent on the level of agricultural development. Firstly, because the purchasing power of
the agricultural sector, responsible for the income of up to 80 per cent of the population, would
extend the consumer market for industrial goods and secondly, because a growing industrial
sector would cause a rise in the demand for food products?”. Unfortunately, divergent
agricultural medels have made it very difficult for the PMCC to suggest the appropriate
modalities for coordinating and harmonising the agricultural development policies of its
members. During the 1960s, the Moroccan agricultural system was based on a feudalist mode”.
Tunisia was experimenling with agricultural cooperatives, and the Algerian government with

populist self-management. They did however have some common policies. All three newly

213 Malika Hattab-Christman, op.cit., p 79
19 A Benyoussef, 'Recherche des fondéments économiques de l'integration au Maghreb, in L unité Maghrébine:

dimenstons ef perspectives, Editions du Centre National de Ia Recherche Scientifique, Paris, 1972, 75
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independent governments, for example, encouraged industrial farming fo try to reduce their

dependence on food impotts.

During the 1970s, governments in the Maghreb did not regard agriculture as a sector that would
spur rapid economic growth, despite its predominance in the region’s economic activity, This
reasoning was mainly based on assessments of poor soil quai. , erratic climatic factors amd the
dualism still prevailing in this sector.®  Import substitution industrialisation (IST) was fo

become the preferred growth sirategy, asintherest - : . "sveloping world {see chapter one).

Still, agriculture remained the most imporiant economic sector in Algeria, Tunisia, Morocco,
and Mauritania, Not only did between 70 and 80 per cent of the population depend on
agriculture for their income or livelihoods, but agriculture coniributed the largest share of both
the gross national produclt and export balance in Morocco, Tunisia and Mauritania.
Furthermore, primary agricultural products were i mt inputs into the first stage- -
transformation industry, especially the {food processing ** .y, which doininated the indusirial
sector of Maghreb economies. The capacily of governments and the private sector to import
equipment and goods necessary for industrialisation also depended on agricultural production,
not only to nourish a fast growing population, but also to provide sufficient income from
exports. Olive oil in Tmisia and oranges in Morocco have proved particularly successful in
generating export revenue. Alfa (used to produce paper paste) and fish exports — tmportant

induslries in Morocco and Mauritania — also contributed significantly to nationat revenues.

The siructure of the agricultural sector was, and still is, characterised by the small proportion of
arable land to total land and dependence on erratic climatic factors such as cyclic dronghts in the
region. It was further characterised by a marked dualism betweea the ‘raditional sector, which
practised subsistence agriculture, and the modermn seclor cultivaling products destined for urban
and export markets -- a legacy of the colonial period, and typical of most developing couniries at
Lhe titme. Furthermore, not only did Maghreb countries produce a similar agricultural output for
export, but their agrcultural export products also competed with those of southem

Mediterranean countries such as Spain, Ialy, Greece and the south of France. This became a

2 For more detail see Centre National d'”tu-ies et &' .aiy ses peny la Planification, 'Les politiques agricoles des
pays Maghrebing', in A Bouzidi (ed), Paiorwmna des economivs Aaghrébines contemporaines, CENEAP, 1991
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serious consiraint after 1986, when Spain and Greece joined the EEC. Competing products
included cifrus fimits, olives, and vegetables. But, due to the different seasons for tomato
production, for example, in Tunisia and Morocco, and Spain, these products could still have

access to the Buropean market.

In this regard, Moracco and Tunisia have remained the most competitive economies in the
region. Both imporled primarily food and intermediate equiptent, and exported simifar raw
materials, Both also suffered from a chronic trade deficit. In the period 1973-1982, Tunisian
manufactured exports have exceeded those firom Morocco, although Morocco had managed to
diversify ils export markets more than Tunisia, whose exports were still concentrated on
European markets.”*  Despute both importing similar staple foods and exporting to the same
markets, Morocco and Tupisia could have usefully cooperated by jointly importing food
products and thereby increasing their price leverage, and by exchanging experiences especially

+

in textile exports,

In addition, most Maghreb crops had a feeble yield, for various rcasons, which hampered
animal production. This has led 10 an agronomic imbalance in the region and a subsequent
dependence on the imporlation of diary and rocat produets. A further cause of agronomic
imbalances in the region can be waced to agricultural practices during the colonial period when
colonials used land suitable for cereal culiivation for vineyard cullivation, This was to satisfy

the consumplion and exporl intecests of French and Spanish colonisers.

Although cereal 1s the staple food of the Maghreb population, not enough is grown for domestic
consumplion. Cereal imporls are therefore indispensable and still constitute a large share of
total imports in all five Maghreb countries. In this regard, during the 1960s and 1970s,
Morocco had a comparative advantage in that it was growing more than half of the cereal in the
region — cnabling it to feed its own population and possibly export cereal to its neighbours.
However, Maghreb governments never seriously explored the potential of creating a regional
food basket. Regional cooperation in the agricultural sector, for example establishing regionat

training centres and agronomic research institutes aud coordinating >gricultural strategies that

21 gce Santucei, op.cit, pp 169-176
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could eventually lead to specialisation and the creation of regional badies to market Maghreb
products on foreign markets, could have resulted in more effective production. In this regard,
the experiences of the North Afiican phosphate syndicate in the 1960s could have provided
governments wilh useful lessons and gutdelines on how to structure and manage joint marketing

bodies.
2.3.2 Industrial cooperation

During the post-independence period, Maghreb economies had similar characteristics. These
included the predominance of small and medium enterprises, the non-existence of an integrated
industrial sector, industrial concentration in urban areas, the extstence of an abundant,
unqualified, and underemployed labour force, narrow domestic markets and difficulty to export
{o foreign markels due to competition from developed countries.  Consequently, production
capacity was under-utilised and there was not economic viability to setting up manu.facturing
industries that would be useful in creating a regional industrial base through integrating national

industrial sectors.

In the 1960s and 1970s, the dominanl theories of economic development in the third world
posited that industrialisation was the first and most tmportant stage in the process of economic
development. Proponents of regional integration as a means of fostering economic
development, therefore emphasised the primacy of integrating the industrial sector of member
of regional groupings for more efficient production through the creation of economies of scale
(see chapter one). At the time of is first attempts at regional integralion, the Maghreb industrial
sector was lacking in heavy and high level production industries and was charactetised by
underemployed production capacity. The sector refied on imported intermediary equipment and
consumer goods. Production factors were characterised by an unqualified labour force, but
abundant energy and other primary inputs. From a stalic perspective, this situation was not

conducive to industrial integration.

From a dynamic perspeclive, however, the weakness of the heavy industry sector presented the

best prerequisite for regional inlegration, since joint ventures in heavy indusicy would provide

108




an incentive to coordinate productive investments. Underemployed production capacity could
contribute to rapid production growth at little cost if the domestic consumer market grows,
leading to the possibility of competing on external markets at cheaper prices. The fact that the
only real competition to existing industries catne from the external sector could have facilitated
the creation of a customs union in the region.  Most important was the existence of production
factors such as abundant energy rescurces and low labour costs that could reduce production
costs. Complementarities with regard fo production factors also existed betwecn various
countries. Libya, for example, had a labour importing economy, whereas Morocco and Tunisia
had labour exporting but energy importing economies. Beyond these comparative advantages
enjoyed by the region, an enlarged market with a common external tariff would have attracted
foreign capital to invest in the region, as well as protected productive investment from external

compelition.

Those industries that only exist because they have béen protected by high tariff or non-tariff
barriers will disappear in a customs union. This, in turn, would aggravate unemployment.
Algeria, whose full-employment policies have resulted in over-employment, would have been
particularly hard hit by rationalisation should its industries have faced competition from more
competitive exporty from other Maghreb countries. Throughout this period, many analysts,
expetts, and econontists argued that while industrialisation had to be pursued as a strategy for
economic growth, optimum induslrialisation would only happen under conditions of market

exparision.

The industrial sector contributed the largest share of the Maghreb countries' gross national
products (41.9 per cent in 1968), with the mining industry predominating. This was partly
becanse all Maghreb countries are endowed with natural resources such as phosphates,

222

hydrocarbons, iron and other minerals.*® In most cases, no value was added to primary
products before they were exported. This, in turn, has led to great sensitivity in Maghreb
cconomies to the fluctuations of the global market prices of these products. Minerals

constituted an important element in the export revenues of all Maglueb countries.  Although

22 Qee A Sadik, Le Graud Maghreb Arvabe: intégration et systemes économigues comparés, Afrique Orient,

Casablanca, 1989, pp 45-55
109




not well integrated wih the rest of the indwstrial sector, mining constituted one of the bases for

the industrialisation w« . development of Maghreb economies.

Both the Libyan and Algerian tertitories are richly endowed with hydrocarbons, petroleum and
natural gas. Libya, however, has a comparative advantage over Algeria in that its deposits are
in closer proximity to the coast, thereby reducing transport costs of exported products. In this
sense it was not as dependent as Algeria on an efficient transport infrastructure in the region.
Morocco at the time was the third largest producer of phosphates in the world and the largest
exnarter, At the time its reserves were estimated to constitute 60 per cent of the known reserves
in the wurld, Tunisia, the fourth largest producer of phosphates in the world at the time, had to
apply a more complex and costly ireatment of its phosphates, due to ifs low tenure, than

Morocco.

Many factors influenced mining production cooperation in the Maglireb region during the post-
independence period.?® The location of mineral deposits had impacted on the development of
both transport nctworks and economic cooperation in the region. Export prices of phosphates in
Algeria and iron in Libya, for example, were higher than export prices of minerals in Morocco,
which are situated close to coastal areas. The location of mineral deposiés in border areas lent
itseif to Industrial cooperation ventures. Morocco and Algeria could have mined lead and zinc
togetber, and Algeria and Tunisia, phosphates. Th~ complementarilies between the Algerian
and Libyan nafural gas industry and the Morocean and Tunisian phosphate industry also had the

potential to tead to cooperation in (hese areas.

Another characteristic of mining production in the Maghreb during the first attempts at regional
integration was that most products were exported in raw form ov after a very simple first
transformation — hardly any value was added. This reinforced the vulnerability of Maghreb
economies lo fluctuations of primary products in world markets. Such export practices have
lead to the development of national railway infrastruciures linking mineral deposits to harbours

for export, without linking them to other sectors of the economy and other areas of production.

2B A Zahir, 'Projecis industriels inter-maghrebines', in Le commerce inter-maghrébin: pour une dynamisation

des échanges, Cenure Istamique pour ke Développeruent du Commerce Casablance, 1990, p 49
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The extractive sector in the Maghreb region has never been well integrated with the rest of the
domestic economies, despite its prime importance for the balance of payments in alt Maghreb
current accounts. This was mainly due to the fact that ultramode:n equipment nceded to be
imported, thereby preventing the development of domesfic production and employment
creation. The extractive industry also did not contribute to the development of a labour intensive
! transformation industry, imperative to economic development, since little to no value was added

in the country of origin.

Tt would therefore appear as if Maghreb govemments and economic astors have missed out on
many windows of oppertunity to develop coraplementary production structures, and use the
regional economy as a launch pad for industrial development. In this regard, and in view of the
region's economic structure, the debate over whether a region's economies are complementary

to determine the success of industrial intzgration is hardly relevant.®' Rather, it should focus on

how to exploit jointly sharsd comparative advantages, and create complementatities in a

regional context.

2.3.3 Transpert integration

Theoretically, a regional transport infrastruciure is a precondition for the integrauon of

economic aclivity in a region. In the Maghreb, even until today, the post-.ctonial transport

network resembled an 'export evacuation’ system towards France, the metropole. This was a
common tralt in 21t previously colonised regions at the time Although France spent inost of the
resources in its colonies and protectorates to upgrade their transpor® systems, it was only with
the purpose to ensure efficient trausport links between those areas where French industries
raintained interests and points of exit and enky into the colony or protectorate from outside.
Thas, no transport networks were Adeveloped hetween the respective territories of the Magha. *,

The existing franspott systems in the region therefore did not provide the basic infrastructure for
economic integration, The hydrocarbon and mineral industry remained dependent on
specialised foreign transporiation. This, together with the hih freight costs of trading products

amo'1g countries in the region, fiuther impeded any potential intra-regional trade.

9 1T Bourguinat, Les marchés communs des pays en voie de développment, Libzairie Droz, Geneva, 1968, p 35
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Transport costs between countries in the region also remained high due lo the extemnally
directed nature of the regional transport network, as well as the dependence of Maghreb
countries on international maritime companies for sea freight. Their rates were very not
competitive, due to the limited trading within the region. This pointed to the necessity to create
a maritime transport system that would allow for increasing independence from these
companies. As a first step in this direction Maghreb governments sigtied an agreement to create
a crentton of a Maghreb Coest Line to Jink the principal harbours of the four countries in
1969.7°

2.3.4 Trade integration

Classical integration theory (sce chapter one) measures the success of regional integration as a
fanction of fhe level of intra-regional trade, as well as the degree of industrial policy
harmonisation. Measured against these criteria, the early Maghreb regional project was not 2
success. Infra-Maghre! ‘rade between 1964 and 1968 averaged ouly 1.67 per cent of total trade
of all member countries. This was despite the institutionalisation of a regional integration
scheme. This figure never rose above 3 per cent of total external trade, even during the most
active intra-regional trading periods. Not only was the volume of trade negligable, but trade was
also irregular. A case in point was Algeria, whose share of intra-Maghreb trade fell from 45,6

per cent in 1974 to 1.2 per cent in 1977,

During this period the level of regional conflict also showed a strong correlation to intra-
regional trade. The periods of recession in intra-regional trade corresponded directly with the
Algerian-Moroccan conflict over the Western Sahara. During this period, Algeria and Tunisia
entered into a bilateral trade bloc on the one hand, and Morocco and Tunisia on the other.
Tunisia, throughout this period, was the only state in the region to register constant, albeit weak,

trade volumes with other stales in the Maglheb.

25 Ihid, p 78
6 J Bourtinet and Y Wagner, 'Relations communes CEE/Maghreb ot aspects de l'integration maglirébine’,

European Commission, Luxembourg, 1984, p 46
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Table 3: Intra-Maghreb trade (Algeria, Libya, Tunisia) {% of total)

Year - . |Cowntry . . - |Imports | Exporis
970 Algerna 74 19
Morocco 04 4.2
Tunisia 1.6 8.0
1975 Algena 12 0.2
Morocco 0.2 4.1
Tunisia 11 33
1986 Algeria 1.5 1.5
Morocce 0.3 1.1
Tunista 47 7.3

Svurce: Abdekmadjid Bouzidi, 'Les relations économiques entre fa CEE et les payd du Maghrel', in A Bouzidi
(ed). Panorama des Economfes Maghrébines Contemporaines, Centre Nationale d’Etudes et d'Analyses pout la
" Planification (CENEAP), 1991, p 131 .

L bya and Mauritania Lave always occupied a marginal position in mtc-Maghreb trade. With
its departure from the CPCM in 1970, Libya's trade with Algeria, Tunisia and Morocco fell to
only 2 to 3 per cent of its ‘otal trade, Mauritania's low trade with. the Maghreb region nart!;
stems from jis traditionai trade linkages with sub-Saharan sfi.ca, wherens Libya has
traditionally traded with the eastem Arab world. Despite signing ag cements in 1964 with
Tunisia to exempl its exports from customs duties and in 1970 and 1973 with Morocco and
Algeria respectively, exempting a list of products from ail customs duties, Mauritania still did
not register significant trade with these countries. In 1982, Algeria and Tunigja ratified a
convention to create an Arab Maghreb Cooperation Bank that was never established. In 1983,
Tunisia and Libya embarked on a process to create a joint bank, which was also never

established.

Throughout this period, France remained the principal supplier and client of Tunisia, Morocco
and Algeria. Although they attempted to diversify their export markets, these were still
concentrated in the EEC. This weakened the potential for inira-Maghreb irade, A further

characteristic of trade in the region was its bilateral nature — every country only traded will its
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direc1 121" Hours, for example Morocco traded mainly with Algeria, and Tunisia with Libya.
The lattsr hwo countries maintained the most stable and significant trade relationship during this
period.?®

Structuraliy, trade between the Maghreb and Europe resembied the core-periphery relationship
characterising trade patterns between first and third world countries at the time. That is,
Maghreb countries exchanged primary mining or agricultural products for manufactured goods
from Europe, They also imported food products from Europe, as agricultural production did not
satisfy local consumption demand, In Tunisia and Morocco, manufactured imports consisted
mainly of capital, and then consumption goods.™ Libyan and Algerian export products  ~re
the least diversified: in the late 1960s, 99.9 per cent of all Libyan exj .rts consisted of petroleum
and 95 per cent of all Algerian exposts consisted of hydrocarbon products. Tunisia and
Morocco boasted a more diversified export base, although the majority of export products was
still concentrated on a few sectors. Of Moroccan exports, 69 per cent consisted of the following
products: phosphates, citrus fruit, vegetables, non-ferrous minerals and fish conserves, and of
Tunisian exports, 65 per cent consisted of phosphates, petroleum, olive oil, wine and citrus
products,  The similar nature of their export production partly explained the lack of trade

among countries in the region,®®

Hardly any compiementarity existed in the mineral sector. Also, despite the potential
complementarities that existed between Morocco and Tunisia as an agricultire and phosphate
producing bloc and Algeria and Libya as a hydrocarbon-producing bloc, intra-regional trade stil
remained below 3 per cent of the total trade. Although Morocco imported petroleum from
Algeria, its major provider was the Soviet Union While Algeria imported coal from
Moroceo and phosphates from Tunisia, and the latter imported phosphate fertilisers from

Morocco and exported most of its primary products to Libya and Algeria, Libya did not import

1 Santucci, op.cit p 168

2% A Benyoussef, 'Recherches des fondements économiques de I'integration au Maghreb, in Linité
Maghrébines: dimensions et perspectives, Editions du Centre Nationale de 1a Rechreche Scientifique, Paris,
1972, p 66

29 fhid.

20 There were some possibilities of complementary trade between Maghreb countries: Tunisia, for example,
exporis snimal products and olive oil, and Morocco dry vepetables to Libya, while Algeria imported
agricultural products from its neighbours, Morocco and Tunisia

3 See Benyoussef, op.cit, p 66, for the 1967 teade figures
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any phosphates from its neighboars. Manufactured products, such as textiles and light
industrial products, however, were traded in greater measure among Maghreb countries. Libya
hardly exported to the Maghreb — it only sold petroleum in small quantities to its neighbours,
Few products, such as petroleum, were traded regulatly between the Maghreb countries, the rest

was sporadic and in small quantities.

Other reasons why intra-regional trade remained at such as low level include the difficulty of
establishing common rules of origin; infant industry protection in all of the Maghreb countries;
failure to harmonise customs policies; and the lack of industrial policy harmonisation in the
steel, glass and assembly industries>? In addition, the mobility of labour among Maghreb
countries was constrained, not only by non-homogenous nationai labotr legislation, but also by
the instability of regional political relations. For example, Algeria and Morocco mutually
expelled all workers during the Western Saharan conflict, and Libya expelled all Tunisian and
Mauritanian workers in 1985, partly. as a result of the Westemn Saharan conflict, but also

because of economic difficulhes.?*
2.4 Government ideslogical projects

One of the most common obstacles faced by regional integration schemes thraughout the
developing world during the 1960s and 1970s, has been the reluctance of national goveminents
to impleruent regional sfrategies to resolve national economic development problems. In
addition to pursuing very different nationat development priorities, the Maghreb governments
could not agree on the objectives or priorities of the regionalist project, despite agreeing on an
economic charter for the region, reflected in the Protocol Agreement signed by the four states in
1964. 1In the text of the protocol, signatories expressed their willingness to prepare the
‘conditions for industrial harmonisation’ in the region, The post-independence national
constitutions of Algeria, Morocco and Tunisia explicitly refer to regional cooperation as a

political and economic priority of governments.™

2 Santucci, op cit, pp 150-1
3 See Francois Burgat, 'Chroniques Libyennes', Annuaire de L'Afrique du Nord, 1985, p 604

3 See Benyoussef, op.cit., p 80
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Maghreb states did agree on two strategies in their shared objective to reduce their dependence
on industrialised countries for intermediary goods. Firstly, to raise agricultural productivity by
developing domestic agricultural production and secondly, to import less consumer goods
through import substitution indusfrialisation. These cbjectives and strategies reflected the

economic development thinking throughout the third world at the time.

Prior to independence, Maghreh leaders viewed regional cooperation primarily as a means to
counter French colon*~"sm in Algeria and later as a counterweight to the EEC. Because of their
initial emphasis on cultural-historical unifying factors, Maghreb leaders came to regard
regionalism as a process of reconstructing some pre-existing state of waity (which can be
contested on historical ground), instead of a process of constructing a new entity. They did
eventually recognise that developmental regionalism needed to prioritise the economic and
social development of Maghreb societies. However, this realisation was not reflected in the
structures and strategies of regional integration pursued in the 19G0s. Cooperation strategies
were tiot based on local conditions and neither the political will nor the institutional capacity
necessary to sustain the long process of regional integration existed. Political tensions between
countries regularly interrupted what were essentially processes of economic and technical
cooperation. For example, Tunisia and Morocco ceased all formal economic relations after
Tunisia’s diplomatic recognition of Mauritania in 1959, despite the claim of Morocco that
regions of Mauritania formed an integral and historical part of its territory. Unfortunately, as
was the case in most regional groupings among developing countries, the regional conscience
existed mostly in reaction to bloc formation by developed countries — in this case the EEC.
Economic integration among developed countries, however, was based on a high degree of
internationalisation of production processes based on new corporate strategies and industrial and

technological developments (see chapter one).

Algeria, on the one hand, viewed Maghreb regionalism as an anti-colonial and anti-imperialist
project based on political consensus within the context of the Non-aligned Movement,
Maghreb regional cooperation was but a step to African and Arab unity of a more revolutionary
nature, and Algeria saw itself as the regional hegemon, which could use the Maghreb region for

its own economic expansion. Tunisia and Morocco, on the other, viewed Maghreb regionalism
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more as a means of achieving cultural unity, following a gradualist approach through economic
and technical cooperation without challenging status quo. They werw: less ciilical of France, the
ex-coloniser or Westem capital and believed that Maghreb cooperation shouid be situated
within the framework of Euro-Maghreb cooperation.”® In light of this, according to Bekhechi,
part of the reason for the failure of the PCMM has been the difference between member states
on whether to constitute a consolidated Maghreb region able to oppose the EU (Algeria), ot a

region complementary to the EU (Morocco and Tunisia).¢

Algeria, in its emphasis on socialist economic development, and Islamic and Arab umty,
politically hud more in common with President Nasser of Egypt, than with the Moroccan and
Tunisian regimes. Houari Boumédienne is on record describing Habib Bourguiba as a ‘protegé
of imperialism’®” The three core Maghreb states therefore attributed different meanings to
democracy, socialism, non-alignment, and the modernisation of Islam. Algeria followed a
cenfralh pianned economic development model based on modernisation theory, applying it to
Islam, and viewed its foreign policy role as that of the ‘bastion of the revolutionaries’. The
Moroccan monarchy, to the contrary, wanted to preserve the status que and mistrusted the
policies of nationalisation and cooperative self-rnanagement implemented in Algeria. It also
followed a traditional interpretation of Islam and insisted on promoting ..xab-Islamic values,

The Tunisian regime also promoted modemisation, but through liberal values and respect for

private property.

The strong personality cult that independence leaders — Habib Bonrguiba, Mu’ammar Khaddafi,
King Mohammed V and Houcri Boumédienng — had developed around their positions and
personae has also constrained cooperation. Not only have they captured all political space in
their respective states; regicnal polilical projects often revolved around their personal ambitions
and regional and international role conceptions”® Jean-Clande Santucci captwred this as

follows: 'as long as states remain the necessary and privileged actors of Maghreb cooperation,

3% Babib Rourguiba had even propased the creation of a Commonweaith of Francophone States

S See Abdelwahag Bekhechi, ‘Le Maghreb: passé et perspectives. un point de vue Agérien’, 4/ Mayadine, No
6, 1990, pp 23-32

27 ee Muzikar, op cit p 19

3 This refers to Algeria pro‘ecting itself as a revolutionary role-player in the intemational arena while Moracco
was part of the moderate faction within the OAU. The leaders of both countries displayad regional hegemonic

tendencies, partly to legifimise their authoritarian rule,
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due to their juridical monopoly in internaticnal affairs and their determining influence on
political and economic policies, the content of Maghreb unity will carry the marks of profound

antagonism between their [states'] respective social and nationat projects’. ™
2.5 Regional institutions and projects

The limitations and obstacles experienced during the first institutional attempt at regional
cooperation in the Maghreb echoed the experiences of regional cooperation schemes among
newly. independent developing states across the third world. There existed only minimum
agreement on the objectives and signifi .ance of the regional project among the governments of

Maghreb member states.

This partly explains the lack of concrete achicvemenis by the numerous committees and
comumissions created to develop cooperation between Iviag}ueb countries during the 1960s and
1970s. This situation could also be attributed to the weak juridical structures or regtonal bodies
and their lack of capacity to enforce decisions made by the Conference of Economic Ministers.
Not only did the achievements in specialised committees remain [imited; the various
commissions on trade and industrial refations could beast few concrete developments in the
coordination of trade and industrial . tivities in the region. One of the reasons why member
states could not negotiate a free trade area (FTA) or agree on harmonising their externat
customs tariffs was that they could not reach agreement on the products to be exempted from

tariffs or on the rules of origin.

Although the PMCC was financially autonomous from its member states, and was endowed
with its own juridical personality, its influence was limited and its status remained that of a
research organ for the Maghreb governments. The juridical weakness of the PMCC and other
regional institutions in many instances prevented concrete implementation of inter-
govermnmental resolutions, agreements or decisions.  Also, in the absence of a regional legaily
binding treaty, which would force states to institutionalise their refations and interactions,

member states did not prioritise their regional obligations, The Conference of Ministers had

3 Santucci, op.cit., p 161
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supreme ve.o+ 2t even technical decisions and projects. This type of decision-making process
prevented the implementation of joint projects and integration schedules during times of
political conlflict between states. Also, the proposals of the numerous technical commissions
and comumittees first had to be approved by the Conference of Ministers, which on'* made
decisions by unanimity and met only seven times before the PMCC was disbanded. Therefore,
not only did regional decisions remain at an inter-govemmental level, and thus remained
dependent on political relations among states, instead of a supra-national culture developing, but
these decisions were hardly incorporated into the domestic legal regimes of member states.
Member states, if they had the political will, could have made recourse to more rapid, flexible,
and efficient procedures frequentty used in intermational economic and social law, which would
allow for a 'variable geometry’ or implementation of projects at a different speed, among
different states. But, despite the professed commitment to the promolion of regionat ‘unity’ in
the constitutions of Moroceo, Algeria and Tunisia, the late 1970s and early 1980s witnessed a
total tack of political will to find solutions to socio-economic and political problems within a

regional framework.

Transport and telecommunications cooperation has been a central area of Maghreb regional
cooperation since the 1960s, However, it has remained bilateral, rather than multilateral in
nature. At the time of ihe establishment of the Arab Maghreb Union in 1989, no regional
institutions have been put into place to coordinate transport networks. Despite this, it was in the
transport sector that the most tangible results from regional cooperation have been achieved. In
the area of air transport, by the 1980s, a Maghreb air compauny has been established, national air
companies have conciuded agreements to creaie common revenue pools, and they were
caoperating in training. A Maghreb coastal railway line was constructed to link the main ports,
and joint studies have been comimissioned to examine the possibilities of harmonised legislation
and joint external representation of Maghreb railway companies. Many rail transport
conventions were concluded on the reciprocal use of rolling stock and containers, : . | the joint
management of railway stations and sectic.. of railway lines in border areas. Compensation
schemes were created, as well as a Trans-Maghreb Express line between Casablanca, Algiers

and Tunis.*® In the area of post and lelecommunications cooperation, the most important

2 Sanucci, op.cit. p 149
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achievement has been the establishment of telephonic lines betwe ' capitals of Mauritania,
Moroceo, Algeria and Tumisia. These countries also negotiated jointly for preferential rates for

their air raail, reduced postal rates, and the elimination of tax zones.
2.6 Balance of power

The numerous border conflicts between the newly independent states of the Maghreb have been
at the root of the slow pace and, betweer: 1975 and 1982, the standstill of regional cooperation.
efforts. In the absence of border conflicts, border areas could have become the catalysts for
institutional cooperation by serving as areas for joint production \entures, thercby reducing the
frequenl incidences of political tension. For example, Tunisia was the only Maghreb country to
vote for independence of the Mauritanian fersitory in 1960, This put it at loggerheads with
Morocco, who made hisforical claim to parts of Mauritania, and only recognisec Mauritania as
an independent sovereign state in 1969.2" However, disputed border areas remained highly
contentious and politically volatile. One reason why govemments or the PMCC and specialised
commissions never seriously explored the establishment of border industries, was the arbitrary
nature of some borders, which in many cases caused an unequal concentration of natural

resources among respective states of the region, resuiting in conflict.

These conflicts and the impasse created by Spain’s withdrawal from the Western Sahara in 1976
reinforced the existing balance of power in the Maghreb, which has until then been maintained
through a series of bilateral cooperation treaties, but ev&vcd into alliance blocs in the 1980s
(see chapter three). William Zartman has noted that states will not see any benetit to regional
cooperation until their sovereignty has been well established and their regional posii.ons have
been consolidated. In his view, the political landscape that would most likely lead to regional
cooperation, especially among newly independent states, is that of a fluid balance of power
where no single country dominates the region.’? This partly explains why the pattemn of
bilateral treaties and alliance formation following in the wake of the Western Saharan crisis,

paved the way for the signing of the Treaty of Manrakech in 1989.

* In 1970, Morocca concluded an agreement of solidarity, good neighbourliness and economic coeperation
with Mauritania.
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Already during the 1960s, bilateral cooperation coexisted with efforts af institutionalising
multilateral regional coeperation in the Maghreb. About 27 agreements were concluded
between Algeria and Morocco from 1963-70 in the areas of diplomacy, consular activities,
administr-tion, technical cooperation, post-and-telecommunications, justice, transport and
agronomic research, Algeria and Tunisia have signed almost 40 agreements by the early 1980s.
These consisted of, among others, economic and financial cooperation conventions in the areas
of petrolenm production, irade, transport, tourism and public health care. Apart from bilateral
{reaties on fishing and trade, Tunisia and Libya have also harmonised various economic
activities, including joint enterprises in the areas of sea transport, the building indusiry, trade
and specialised industrialisation. Tunisia, for example, provided Libya with labourers, craft
workers and construction material, and undertook construction projects in Libya. The two
countries actively created or explored complementarities and comparative advantages®®
Tunisia and Morocco have signed eight conventions after they resolved the political tension
over Tunisia’s recognition of Mauritania. These were mostly agreements in cultural and
technicaf areas, and in 1968 they established a joint chamber of commerce and several joint
banks.

Since 1963, Libya and Morocco have signed 12 cooperation treaties in the social, economic
and cultural fields. Their 1965 Convention on Labour gave Moroccan workers privileged
access to the Libyan labour market. In 1969 alone, 12 agreements were signed between
Algeria and Libya, especially to stimulate cooperation in the areas of hydrocarbon
production, transp.it, tourism, technical and administrative cooperation and agronomic
research. Both Algeria and Libya were intemationally competitive in petroleum extraction
and exporting. Corvdination of policies in this sector assisted them in defending their

interests against petroleum manufacturers from the rest of the world more effectively.

342 See William Zartman, 'L'amuyze politique du régionalisme’, in Sadok Belaid and William Zartman (eds) Les
expériences d'intégration rcgionale dnas les pays du tiers monde, CERP-CEMAT, Tunis, 1993, p 30

3 Based on a 1968 reciprocal agreement on the provision of chemical fertilisers, Libya manufactured only
fertilisers derived from amumonia, whereas Tunisia specialised in the manufacturing of phosphate-derived
fertilisers.
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However, the envisaged cooperation between Sonatrach®® and Libytecho™ in the areas of
information, technical, and expert exchange, research, production and petroleum transport

never resulted in anything other than established principles.®*

Unfortunately, the above agreements had little, if any, impact on the geographical
diversification of export markets and suppliers, or intra-Maghreb trade pattems. The EEC
still dominated external trade in the region, whereas intra-regional trade was conined to
bilatern] exchanges — Morocco was exporting textiles to Algeria and the laiter was exporting
petroleurn fo Morocco; and Tunisia was exporting olive oil and textiles tn ~ va and sugar
and fertilisers to Algeria. Bilateral agreements mostly resulted from complei,en v interests
and capacities, and the convergence of consumer needs, In rare cases, neighbouring countries
would atterapt to solve border disputes through trade cooperation, on recenuncadation from
the OAU. A case in point was the conclusion .of a treaty in 1968 between Sonarem, the
A'Igerian National Company for Mining Research and Exploration and the Moroccan Mining
Research and Participation Office. This treaty granted a Morocean firm the eon'ract to treat

Algerian zinc to facilitate mining production in a border area.

At the Non-aligned Movement Summit in 1973, the Tunisian president, Habib Bourguiba,
based on his belief that close alliances would best serve Tunisia’s interests in the region,
proposed a confederation consisting of Algeria, Tunisia and Libya. This proposal led to the
formation of a so-called Arab-Islamic Republic between Tunisia and Libya. At the same time,
the Libyan leader was attempting to form alliances with various states in tiie region, including
Egypt, as part of its incremental approach to Arab unity. Libya also laid claim to the northem
part of Chad, which resulted in many military ventures into Chad starting in the early 1970s and
continuing throughout the early 1980s, These military forays eventually caused the dissolution

of the Tunisian-Libyan alliance. In 1970, in the wake of the conflict between Algeria and

*¥ National Company for the Research, Production, Transpert, Transformation and Commercialisation of
Hydrocarbons, disbanded in 1980, and whose functions were divided among 12 companies, including
Sonatrach,

5 Until 1986 petrolcum aftairs in Libya were dealt with by the Secretariat of the General People’s Committee
for Petroleurn. This body was in 1986 and sole responsibility for the administration of the petreleum industry
passed to already existing national companies. Since 1973 the Libyan government has been entering into
participation agreements with foreign oil companies (through production sharing (13-85%) agreements) and
nationalising others.

26 See Santucci op. ¢if. p 156-7
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Morocco on the status of the Western Saharan territory and the wusuccessful attempt at
cooperation between Libya and Tunisia, Algeria and Tunisia signed a cooperation treaty, which

mcluded political, economic, social, cultural, religious and juridical dimensions.

This pattern of bilateral traaties and alliances was to continue throughout the 1980s (see chapter
three), providing a framework for the serious reconsideration of institutionalised regional
cooperation by the end of the 1980s. Academics =nd politicians continue to debate the merits
and demerits of bilateral patterns of cooperation as a building bloc or impedimer? to regional
cooperation and eventually integration. In the regard, the Secretary General of the PMCC has
noted that "The Maghreb will not be constructed from s bilateral basis. If we had given priority
to global negotiations and multilateral agreements, economic integration wonld have become 2
reality in the Maghreb and the Maghreb would have hag < different face'*” While bilateralism
may indeed impede or stow-down the imperatives for ragional cooperation, in the Maghreb
region it has also been a manifestation of the regional political landscape, which was not
conducive to regional economic and politicai cooperation during the immediale post-
inde,.vndence period. Insiead, bilateralism has lead to a regional balance of power that turned
o, to be conducive to regional cooperation. At the same time, bilateral inter-state alliances are

insufficient to generate the critical mass necessary for a regional project to succeed.
Conclusion

During the immediate posi-independence period, despite their efforts to institutionalise some
form of regional cooperation, Maghreb states remained polarised both politically and
economically, This was due to various factors, which included their continued individual
dependence on the EEC for supplies, expart markets, and financial assistance, as well as’their
divergent economic development strafegies and prioritisation of national political

®  Weak and unstable interest-based coalitions of socio-economic elites, the

consolidation.”
relative autonomy of political issues vis-3-vis social and economic matiers, and the search for

power and prestige by nationalist leadez-hips have also held back the regional project. During

7 Quoted in Paul Balta, Le Grand Maghreb, des indépendences & 'an 2000, La Découverte, Paris, 1990, p 29
R Sec Santucei, ‘Le Grand Maghreb Réactive: crise des lats et idéolopie de substitution” in L ‘drnuaire

a ' Afrique au Nord, Vot 23, 1983, p 405
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the 1960s and 1970s, the newly indepen.lent Maghreb states experienced high economic growth
based on their exploration of petroleum resources, in the case of Algeria and phosphates, in the
casc of Morocco and Tunisia. This enabled them to buy the political passivity of their

populations.

During the 1980s, however, the legitimacy crisis of the post-colonial state was reinforced { y
reduced income from a conlracting global economy and falling raw material. They were
increasingly unable to respond to the needs of their citizens, wiuch they have done until now
through economic regulation, social transfers, the selective allocation of political resources, and
idrological mobilisation. This would provide a fresh incentive for pursuing a regional social
and economic space in the 1980s, These developments were alsp accompanied by the
enlargement of the EEC in 1986, which led Maghreb leaders to re-cvaluate the necessity for a
common regional front, which would enable them to engage in a new discourse of parlnershlp

with Europe from a stronger leverage

Since the first meetings among Maghreb independence leaders, the regionalist project has heen
elite-driven and nsver captured much popular support. This was but a reflection of the internal
political processes underway in respective Maghreb countries, which did not bode well for a
participatory regional integration process. This also explains why tensions among political
leaders were able to stall most regional cooperation processes, especially at the onset of the war
in the Westenn Sahara, and compounded by the lack of a common developmental perspective
among PMCC member states. More importantly, during the itnmediate post-independence
years, the ideology of nationalism took precedence over that of developmentalism, both at a
national and regional level. As in other regional groupings among developing countries, this

was a fundamenial constrain to enirenching deeper regional cooperation and integration.
The next chapier will explote changes in the global and regional enviromment, which led to a

gradual revival of regionalism during the 1980s, and describe the nature of the regional project

that has resulted from these developmenis,
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CHAPTER THREE

The Arab Maghreb Unioun: rationale and structures
Introduction

This chapter will examine the evolution of regionalism in the Maghreb since the early
1980s, after the impasse brought about in 1976 by the conflic' between Morocco and
Algena over the status of the Western Sahara, discussed in chapter two. The first
section will examine the reasons for the revival of regionalism in the Maghieb from
the carly 1980s onwards, These are relaled to three main factors, Firstly, all Maghreb
couniries were beginning to experience serious economic crises. This was as a result
of their failed development strategies, increasing food shortages, and an increasing
debt burden, forcing them to borrow from international financial institptions ou the
condition that they implement economic structiral adjusiment programmes at high
social and political cost. Secondly, undemocratic Maghreb regimes were faced with
an increasing crisis of legitimacy, which assisted in fuelling the rise of Islamism,
leading to a political crisis in the region. Thirdly, a new post-cold war global order,
characterised by increasing capital mobility and trade, investmeint and informalion
flows across national borders, as well as the spread of a ‘new wave’ of regionalism

glabally, spurred on a regional response from Maglreb countries.

The second section will trace developments in the Maghreb region leading up to the
signing of the Treaty of Marrakech in 1989. These include the conclusion of various
friendship and union trealies between Maghreb states, and the gradual rapprochement
between Algeria and Morocco. The third section will examine the regional
integration approach and institutions of the Arab Maghreb Union (AMU). This
section will also trace the early evolution of the AMU through an examination of its
summitcy. The chapler will conclude by beginning to point out some reasons for the
lack of progress in the implementation of regional treaties, agreements and projects,
and how this related lo the nature of the political and economic regimes of Maglueb

states. This will be the lopic of chapter four.
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1. Why a revival of regionalism in the Maghreb?

Paul Balta has attributed the revival of regionalism from the mid-1980s in the
Maghreb to several factors. These include the evolution of Maghreb nationalism, the
psychological and political evolution of Maghreb heads of state, Islamic revivalism in
the region, the world economic crisis, the crisis of the nation-state in the Maghreb, a
tealisation of common developmental crises, and the ‘threat’ posed by the prospect of

®  This section will discuss these factors under three main

Buropean unification.”
headings: the economic crisis in the Maghreb, the political crisis in the region, and a

new emerging global order,
1.1 Economic crisis
1.1.1  Failure of cconomic development strategics

The structural economic crisis facing Maghreb states by the end of the 1980s was one
of the principal reasons for the renewed interest shown by the Mahgreb political elite
in regional cooperation. A major reason for this crisis was the failure of the economic
development strategies pursued by Maghreb countries since independence to sustain
economic growth and domestic welfare distribution. These sirategies differed among
the Maghreb countries. In both Tunisia and Morocce, import substitution
industnialisation (ISI) had failed to diversify production, secure food sel~sufficiency,

capture export markets or significantly raise the level of human development,?

In 1972, the Tunisian government had already started to encourage privatisation and
export promotion, particularly in the textile and chemical indusiry, after a period of
implementing an ISI development strategy. This shift has benefited the Tunisian
sconomy in many ways. Tunista’s external debt, for example, has never exceeded 75

per cent of gross domestic product (GDP) and in 1994 it was only 49 per cent of GDP.

3% For more detail sce Paul Balta, Le Grand Maghreb. des indépendences & Pan 2000, La Découverte,
Paris, 1990, pp 236-244

3 For more detail on these stratepies and their ontcome see Larbi Jaidi, 'Etat nation et intégration
économique arabe; vers un nouvel éspace regional', dununire de VAfrique du Nord, Volume 26, 1987
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Its debt-service ratio has averaged 15 to 30 per cent a year and it has always boasted
the highest credit rating in the Maghreb — an indication of investor confidence in the

econoiny.*!

Despite this, however, due to diminishing government revenue from
petroleum exports, in part the result of declining terms of trade (see below), the
Tunisian economy started to slagnate during the first hall of the 1980s. Real
economic growth fell by 3 per cent a year. After the quiet coup d’état in 1987, the
new president, Ben Ali, instituted an economic reform programme based on three
pillars: the liberalisation of imports, privatisation of the textile, transport, tourism,
merchandise and chemical industries, and the convertibility of the dinar.?®** This was

met with much opposition by the trade union movement in Tunisia, which viewed

privatisation as an anti-development measure.”

Although the private sector has always been allowed to operaw frecly, the public
sector in Morocco has been largely respbnsible for stimulaling economic growth,
Despite embarking on an export-orienied industrialisation strategy in 1983, as advised
by the World Bank, concentrating on manufactured exports such as foods, textiles,
leathers and chemicals, almost ten years later the state was still the largest investor
and client in the economy. Morocco's export industrialisation strategy also showed
limited results. This was due to the growing dependence of the manufacturing sector
+ 71 an exiernal supply of primary and intermediary goods; the weak beneficiation of
primary exports; the narrow internal market; the uncertainty of external markets; and
the limited employment oppoitunities provided by this strategy. In addition, since the
drought of 1982, agricultural production has lowered steadily, increasing domestic
food insecurity.

The self-reliant developiment strategy followed by Algeria differed from the inward-
oriented indusirialisation strategies followed by Morocco and Tunisia. Unlike
Morocco and Tunisia, the Algerian economy was highly dependent on the primary
exporl se tor, which fuelled its industualisation strategy and created an import

capacity, and unlike Morocco and Tunisia, the Algerian economy did not produce for

31 See L 'Economiste Maghrebin, No 95, 1994, p 18

222 1 arbi Chouika and Kame] Labidi, ‘La Tunisie sans filet dans le grand jeu de la libéraliation
économique’, Maghreb Digest, July 1993, p 206

W M
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the local market.”* Self-icliant development or stale capital accumulation in Algeria
has failed mainly because of the institution of state monopoly over all trade, banking
4. " industrial investment activities. The Algerian government’s industrial strategy
hus focused only on the development of heavy steel and petroleum-based, mechanical
and import-substitution mdustries. The country has thus become a mono-exporter of
pelrolenm, with no infegration between this enclave sector and other upstream or
downstream sc.'tors of the Algerian economy. Also, due fo iechnical innovations in
the North, Algerian chicap labour had lost its comparative advantage iz the petroleum
export sector.”” The focus on heavy industry has also led to the creation of surplus
capacity and increasing debt behind high tariff walls. Between 1965 and 1980 the
Algerian government was able to finance its ambitious heavy industrial investment
programme, focused on the gas and petroleum sector, only ihrough external
berrowing, as well as income from petroleum exports. This dependency on a single
primary export product was to lead to an economic crisis, due to the fall of primary

commodities on international markets in the 1980s.

The Libyan economy shifted from an agro-pastoral to a remtier economy after the
discovery of oil in 1949. Libya is a member of the Oil-Producing Exporting Countries
(OPEC). Iis cil income rose dramatically after 1973, when OPEC member states
unilaterally raised the price of oil, which had lead to 'Dutch disease' in the econony.*
The Khadaffi government has never followed a coherent industrialisation strategy and
productive activity in the Libyan economy remained dependent on non-productive
rent-income from oil, with steel, petrochemical and agricultural manufacturing only
recording about 1 per cent of GDP. > This has led to strong distortions between the
petrolenm seclor and Lhe non-petroleum sectors, with growth dependent on capital

accumulation by the state.

354 Larbi Talba, 'Accumulation et crises dans les ¢conomies maghrébines: 'apport de 'approche
régulationniste’, Annales Marocaines d'Economie, No 8, 1994, pp 48-51

255 See Abdelmadjid Bouzidi, ‘Tndustries et politiques industrielles au Maghreb’, in Pavoramas des
Econemies Maghrébines Contemporaines, 1891, p 43

3% Ror more detail see Larbi Talha, op.cif., pp 48-51

37 3ee Larbi Jaidi, op.cit., p 65
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From 1979 onwards, the new Mauritanian government has started to encourage the
development of the private sector. The fishing sector is the most dynamic export
industry and has always been the largest contributor to GDP. Before 1978, the
accumulation regime was that of state transfers and cross subsidising between various
sectors of the economy. Mauritania has been a partner to the Lomé Convention since
1675, and in this framework it has been receiving development assistance from the
Eurcpean Economic Community (EEC), amongst others to develop its iron-ore
industry, and provide favourable access for ils fishing exports to the European
market.?*®

Maghreb countries had experienced sustained growth until the mid-1980s, when the
debt crisis and subsequent ect..  ic siructural adjustment programmes (see below)
led them to adopt a new accumulation regime based on export promotion strategies,
leading. Their economic welfare therefore became increasingly'dependent on
international markets, leading to the emergence of a new fransnational ‘managerial’

class.®

Concomitant to this development, Maghreb economies have also became
increasingly marginalised in tbe global economy, attracting very little of the mobile

transnational capital flows, and contributing less than 0.5 per cent to total world trade.

Mining production in the region has always been dependent on price fluctuations and
demand on international markets, and the industrial sector on price fluctuations of
intermediary goods imports, In Morocco, Algeria and Tunisia, indvstries were mostly
concenirated around coastal cities developed by the French government during its
colonjal rule, whereas the interior of the countries remained underdeveloped,
conforming to Arthur Lewis’ classic ‘dual’ economy model (see chapter one).*®
Maghreb economies thus operated at three different speeds: an export-criented
economy, an increasingly stagnaling economy producing for the internal market and a

rapidly growing informas economy, contributing an average of about 40-60 per cent of

2% Mauritania has been borrowing from the European Investment Bank to improve the productivity of
its iron-treatment instaliations. See f£4, No 175, February 1988, pp 23-24,

% See Ait Amara and Ben Hammouda, ‘L’Union du Maghreb: éspace d'échanges ou de production” in
Revne Tunisienne d'Economie, No 3-4, 1993, p 45

%0 For more detail see Aziz Tajin, ‘La récherche d*unité maghrébine’, Caliers de CERES, Actes Ddu
Collogue: Perspectives et Etapes de la Construction du Maghreb, No 14, 1989, pp 248-254
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gross national product (GNP)**' The next chapter will explore how the informal
economy remained the real locus of regional integration, particularly in border zones

where labour and smuggled goods circulated freely.

1.1.2 Unequal relations with Europe

The accesston of Spain and Greece to the European Economic Commurity in 1986
fuelled the concern of Maghieb leaders and economists that the region’s dependence
on Europe would increase, spurring new thinking about regional political and
economic cooperation. As Tunisia and Morocco in particular produced the same
cxport goods as the new BEC members, such as citrus products, olive otl, and textile
products, they feared the loss of European market share for their goods. They came to
view this as a development toward a ‘foriress Burope’, which also threatened to
increase control over immigrants from Maghreb couniries into Europe, thus
diminishing a major source of income from remittances. Producers in the new EEC
member couniries also initiated more anti-dwinping actions against cheap Maghreb
agricultural exports than before, and after 1989, the EEC started diverting more
development finance to eastern Europe.®® By 1989, 10 per cent of the BEC’s external
trade was conducled with eastern Europe, compared to 1.5 per cent with the
Maghreb.* The EEC has also started to disburse more financial aid to the new EEC
member states in southern Europe, which led to a similar fear as with eastern Europe

that this wilt influence its financial disbursements to Maghreb countries.?

Faced with the enlargement of the EEC, the Maghreb countries had two options: one
was to continue their historical trade pattern with the EEC as individual countries.

The other was to integrate the economies and polity of the Maghreb and to negotiate

21 1big,

%2 Keith Sutton and Ahmed Agrout, *Regienat cconomic union in the Maghreb’, The Jowrnal of
Modern Afiican Studies, Volume 28(1), pp 129-132

* postafa Rhomarj, 'L*Union du Maglireb Arabe: édification d’un éspacr: commercial et financier’,
Reviie Internationale dex Sciences Administratives, No 4, 1991, pp 678-706

%1 See Saad Ancani and Najib Lairini, 'Le Maghreb deans le systeme regional et internationak: crises et
mutations’, Etudes Infernationales, Volume 22 (2), p 356
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collectively for a global agreement between the two regionat entities.* In this regard,
the Tunisian and Moroccan regimes viewed a ‘unified' Maghreb as a necessary and
natural’ complement to the BEC, which could promaote solidarity between northem
and southern Mediterranean countries.”® Bu the Tunisian regime, in particular, also
believed that if would be adversely affected by EEC enlargement and hoped to
become self-sufficient by increasixg - imporling products from and exporting
products to the Maghreb regton. This was part of a growing realisation in the region
that they need joint strategtes and policies to enhance production capacity and food
self-sufficiency. The enlargement of the BEEC has therefore led Maghrel states to re-
evaluate their economic base and the need to exploit their complementarities. As a
parallel strategy, Tunisian leaders also advocated more cooperation with entities such

as the Arab Cooperation Council and the Guif Cooperation Council®®’.
1.13 Debt crisis

Prices for commodities such as oil, and minerals such as phosphates staried falling in
the early 1970s, partly due to the stagnation of the Organisation for Economic
Cooperation and Development (OECD) economies during this period. In Maghreb
economies, domestic savings and the income from exports were insufficient to finance
new investment oullays or food and consumer goods, forcing governments to resort
increasingly lo borrowing from commercial creditors based on then favourable
international demand aund prices for primary commodities. The appreciation of the
dolfar caused the real cost of debt servicing to increase af the beginning of the 1980s,
Coupled with a rise in interest rates and inflation, a further fall in world commodity
prices in the mid-1980s and their inefficient use of capital, Maghreb countries were

forced to reschedulie their debt,

The back-to-back cconomic recessions in Western countries in 1980 and again in

1982, as well as the establishment of new production facililies elsewhere in the world,

5 B Hassane Hzaine, ‘Les échanges commerciaux inter-Magrébins: un nouveau plaidoyer pour
éradiquer les gonlots d'étrangelerment’, in Annuaire Economique du Maghreb, 1994, p 67

26 See Jean-Claude Santucci, op.cit., pp 408-415

%7 See Le Libéral, February 1990, p 11

131




have caused a decline in the demand for hydrocarbon, and other primary exports from
the Maghreb countries. This was driving down prices of Maghreb exports.?® Due to

the drastic rise in interests rates debtor countries found it increasingly expensive to

turn over and service their debt.

New lending did not keep pace with the growing principal debt and interest payment
on accumulated debt, leading to large arrears in payments to official and private

creditors. This inhibited new commitments from private creditors in particular, thus

increasing borrowing from multilateral creditors. The cost of the Western Sahara war,

deterioration of the terms of trade and higher prices for food imports ~ all contributed
to this unsustainable situation, which made productive inves .ent impossible. Low
production performance and the lack of export diversification have led to a situation

climatic factors and the depreciation of phosphate and oil prices — leading to a
where economies could no longer satisfy internal consumption needs.® l
Between 1973 and 1988, the ratio of debt to GDP has grown from 19.4 per cent to 24
per cent in Algeria, 18.3 per cent to 100.3 per cent in Morocco, but has declined 40
per ¢ent in Tunisia. By 1987, Morocco’s total debt equalled 132 per cent of GNP,
Algeria’s 35 per cent and Tunisia’s 75 per cent.?’® In 1988, the debt-service ratio for
Algeria was 33.3 per ceni, 15.3 per cent for Morocco and 27 per cent for Tunisia.*”'
As a result, Maghreb governments were faced with a decrease in revenue, an
increasing debt-servicing burden and thus a decline in resources o provide for the
basic needs of their citizens. Due to reduced exports, imports dropped and so did
domestic investments. Austerity measures in Libya and Gulf countries after the fall in

oil prices also reduced the traditional remitiances from these countries to the

23 The fall in commodity prices was to continue in the 1990s. In 1993, the price of phosphate rock fell
by 10.6 per cent, and has not yet recovered by the late 1990s. Crude petroleum fell by 11.4 per cent in
1993, and a fucther 4.1 per cent in 1994 and iron ore feil by 20 per cent in 1993/4. See United Natioas
Conference on Trade and Development, Trade and Development Report 1996,p 7

29 See Mohsen Toumi, 'Des dévioppement égo-centrés au developpement solidaire’, B Kadmani
Darwish and M Chariouni Dubarry (eds), Maghreb: les années de transition, Masson, Paris, 1991, pp
155-167

0 See A Robana, 'Changes in the plobal economic environment and their impact on Algeria, Djibouti,
Egypt, Libya, Morocco, Somalia, Sudan, and Tunisia’, Finances er Développement au Maghreb, No 6,
Janaury 1990, pp 14-20

2! Hédi Mechri, ‘Marché Commun Maghreb: le déclic’, /84, 1988, p 21
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Maghreb?™ Table one gives an overview of the evolution of the debt crisis in

Maghreb countries from the 1970s to the end of the 1980s.

Table 1: External debt of Maghreb conatries

. L .- Algeria. - - Libya- ' . Moroceo - "Mgu:r'i_tap'ig . “Tuaisia ¢
USs 970 937 NV S 7 u—
million 1984 12052 3200 10169 1111 3707
(1985)
1988 23200 2500 19700 1450 7700
Debt/GDP 1985 35% 120% 174% 46%
1988 35% 14.5% 90% 57%
Debt per capita 978.9 725 836.5 783.7 1000
(1988, US$) ' '
Debt 1985 36% 7% 37% 21.6%
service 1988 40% (1987) 11% 30%(1987) 60% 86.4%
ratio (1987)

Source: Molhsen Toumi, 'Des dévloppements "égo-cenlrés" au dévloppement solidaire’, in B
Kedmani-Darwish and M Chartouni Dubarry, Maghreb, les années de transition, Callection Enjeux

Internationaux, IFRI, Masson, Parjs, 1990, p 161

Algeria, Morocco and Tunisia had to resort to borrowing from the World Bank to
continue servicing their escalating debt. As a condition for these loans, the World
Bank insisted that they follow prescribed macro-economic reform programmes.?”
These structural adjusiment progranymes aimed at restoring macro-economic balance
in debt-ridden economies, mainly through monetarist policy prescriptions. World
Bank economic policy prescriptions included shifting to export-oriented
_indu!%ialisaﬁnn, currency devaluation, introducing flexible exchange rates, reducing
the balane  of paymcnt deficit, increasing GDP per capita growth, liberalising foreign

invesuucnt, making currencies convertible, introducing fiscal and bank reforms,

7 Robana, op.cit., pp 14-20
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privatising state-owned enterprises and liberalising prices. In Morocco and Tunisia,
the World Bank insisted on tax reforms to raise government revenue, price reforms
mainly by cutting basic food and services subsidies, tariff reduction measures, and the
restructuring of the financial and public sectors.”™ Morocco embarked on a structural

adjustment programme in 1983, Tunisia in 1986, and Algeria followed suit in 1990.7

Because of its high trade deficit, and therefore its inability to service its doliar-
denominated debt, the Tunisian government had to start borrowing from interational
financial institutions, bilateral credit~rs and commercial banks at high interest rates.
A fall in the valve of the Tunisian dinar had caused its external debt to rise to 47 per
cent of GNP in 1982, Between 1980 and 1986, Tunisia’s debi-service ratio doubled
from 14 to 28 per cent.*” In 1984, bread riots broke out throughout the country due to
the increase in cost of living and the Jowering of bread subsidies. In 198¢, Tunisia
took a loan from the World Bank and had to embark on an International Monetary
Fund (IMF) and World Bank-prescribed economic sfructural adjustment programme.
This led to the lowering of maximum customs duties and non-tariff barriers to
imports, the phasing out of industrial and agricultural price controls, fiscal reform and
the privatisation or rationalisation of state-owned enterprises. But borrowing from the
IMF and World Bank did not succeed in reducing the country's external debt levels.
They continued to rise due to a massive hike in energy and food prices, and were
sustained by the fall in phosphate prices and a sharp decline in the remittances from

emigrant workers.

Due to the sudden and massive rise in world oil prices in 1973 and 1979, the
Moroccan economy confinued registering a balance of payments deficit and the
government had fo borrow from various international creditors to cover its oil iinports,
1t started borrowing heavily since 1978. As a result of the rise in the value of the

dollar in the early 1980s, it could not service this debt any more and had to resort to

2% For more detail see Dirk Van der Walle and K Pfeifer, ‘North Africa as a peripheral economic
region: development and reformt, Dirk Vandewalle (ed), North dfvica: developiment and reform in a
changing global econony, Macmillan Press, London, 1996

2 A Robana, op.cit., pp 14-20

5 See Zakaya Daoud, ‘La création de I'Union du Maghreb Arabe’, in Monde Arabe Maghreb Machrek,
No 124, 1989, p 34
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lending fron: the World Bank in 1983, on condition that it followed a World Bank
prescribed economic structural adjustment programme.  Subsequent economic
reforms included, amongst others, the lowering of customs duties and import controls,
and simplification of administrative formalities and license acquisitions. In 1985 the
maximum tariff was 200 per cent, under several structural adjustment programmes by
1995 this has been lowered to 35}, At partly as a result of the Uruguay Round of
General Agreemeni on Tariffs and Trade (GATT) negotiations.’”” Between 1987 and
1993 the government had privatised 113 state-owned enterprises and by 1990, price
rises, cuts in social programmes, privatisation of previously state-owned-enterprises

and off-shore banking facilities were already under way in Morocco. ™

Algeria’s GDP fell by a staggering 3.4 per cent after the 1986 oil crisis, when the
price of a bamrel of oil dropped from US$28 to US$12. The tuimns of trade both in
Algeria and Libya dropped by 40 ver cent as hydrocarbons constituted respectively 97

per cent and 99 per cent of their exports?”

. By 1988, 22 per cent of the populatici
was unemployed and the imports of consumer goods had tisen by 10 per cent. As a
result, the budget deficit increased, leading the government to increase money supply,
thus fuelling inflation. Unemployment escalated and particularly the middle classes
experienced a rapid deterioration in their quality of life. Consumption dropped due to
the loss of purchasing power and in Algeria shantytows  sere multiplying due to a
lack of adequate government-subsidised housing.” This was wersened by the
increased cost of the Western Saharan war and food imports after several recurring

droughts.®®

Coupled with the underdevelopment of ihe agricultural and industrial sectors,
mismanagement of state-owned enterprises, its mono-petroleum export economy, the

dependency of the industrial sector on imported goods, and foed dependency, its debt

% See ‘Le Maghreb & *heure des reformes' in Enjeux, no 33, October 1991, p 15

77 The outcome of these negotiations was an average reduction of world tariffs for industrial goods to
3.6 per cent, In 1987, the Moroccan government signed the General Agreement of Tariffs and Trade
(GATY) 2nd started fo reduce price controls, depreciate the currency and embarked on fiscal reforms.
M Bnjeux, p.cif, p LS

3 Sec national accounts for percentage of exports

% See Zakya Daoud, ‘La frustration des classes moyennes au Maghreb’, 47D, November 1991, pp
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crisis led fo discussions betwecn the Algerian government and the IMF on
rescheduting measures since 1987. The government and the IMF finally agreed to a
pattial credit facility, on condition that the Algerian government commits itself io an
economic reform programme. Since 1988, it started implementing the classical
reform measures of a World Bank-prescribed structural adjustment programme. This
incfuded the devaluation of the dinar, price liberalisatino, reduction and then abolition
of basic food and services subsidies, reduction of state expenditure (amongst others by
placing a moratorium on hirign public officials since 1992).*  This reform
programme has also led to the reform of the price and banking system and a shift lo

privale caterprise and foreign investment promotion.®

Algeria took its first major
loan from the emergency loan facility of the IMF in 1990, In turn, it had to devaluate
its currency, lift price controls and privatise state-owned enterprises and agricultural
land. After the adoption of the 1989 conslitution, Algeria also started refocusing its
economic sirategy on the development of small and medium cnterprises instead of
heavy industry and the promotion of the private sector and joint venlures with foreign

partners.

In Mauritania, althongh agricultural output grew during the 1970s, food produclion
stagnated and the industrial growth rate slumped to 4 per cent a year, By 1984, due to
heavy droughts and a subsequent fall in cereal output from 120 000 tonnes te about 20
000 tonnes a year, borrowing has increased to finance imports. By 1984, the level of
Mauritania’s foreign debt had reached more than twice the size of GNP (US$1.5bn
compared with US$600m). In 1983 the government declared Mauritania a disaster
area and appealed for assistance from the international community for assistance.
This led to negotiations with the IMF in 1985 for a loan fo restore the balance of
payments cn condition that the govemment undertakes a series of reforms under the
IMF Prograsnme for Economic and Financial Adjustment. In contrast with the

priorities of the Maurilanian goverment’s previous development plan, which focused

2 Far more detail see Ludré Valmont, ‘Le Grand Maghreb; une communouté économiqgue en devenir',
At Mayadine, No 6, 1990, pp 178-179

% See Abdelkader Taibouni, *'Reformies econumiques el ajusiement structurel en Algerie’,
Alternatives Sud, Volume 2(3), 1995, pp 87-8

2 See ‘Le Maghreb i I'heure des reformes’, in Enfenx, No 33, Oct 199%, pp 14
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on mines and infrastructure, the new reforms focused on rural development and

investment in productive sectors.”™

By 1990, Morocco owed 106 per cent of GNP, Algeria 48 per cert, Tunisia 70 per
cent, and Mauritania a staggering 224 per cent of GNP to commercial banks,
governments and multilaieral institutions. The debts of particularly Morocco and
Mauritania were unsustainable. During the 1990s, Algeria’s debt service rose to 80
per cent due to the shorter maturity periods of its loans and Morocco’s debt-service
ratio rose to 30 per cent in 1994 making it the heavicst indebted country in the
Maghreb. A regional debt management strategy to negotiate debt reductions, swaps
and cancellation at more favourable terms with creditors would have greatly increased
their leverage in this regard and the savings could have increased budgetary resources
for social services and other developmentai needs.

Structural adjustment programmes were accompanied by a high social and political
cost to Maghreb countries. The required cuts in social subsidies led to a rise in
poverty, unemployment and the increasing inadequacy of social and education
programmes in all four Maghreb countries. Due to culs in public expenditure,
education standards were falling and public health care became inaccessible to the
poor. In Algeria, the purchasing power of the general population, and in particular
lower income groups, deterioraied drastically, while speculative and informal
economic activity increased. The prices of food, consumer goods and public services
have risen drastically since 1988, which have had a negative impact on general
nutrition levels, health care, and lower school attendance, especially in rural areas.
Even the middle and professional classes saw their purchasing power decrease, and by
the end of the 1980s, only about 8 per cent of the Algerian population was not

impoverished.”®

4 See David Seddon, “The political economy of Mauritania: an introduction’, in Review of dfrican
Political Eccnomy, No 68, pp 204-5

5 For full details about the social impact of structural economic reforms in Algeria on health,
education, housing, employment, purchasing power, and the agricultural sector, see Taibouni, op.cit.,
pp 93~121
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In Tunisia, the switch from import-substilution indusirialisation to export-oriented
industrialisation after 1970 has led to a decrease in unemployment. However, the
1986 structural adjustment piogramme has contributed to higher inflation, reduced
purchasing power, and thus lower demand. Many service and production firms had to
close down, contributing to rising unemployment. The rising cost of capital, due to
the liberalisation of the money market and increases in interest rates, led to an
orientation of economic activities to frade and services sectors, which were less
labour-intensive, thus fuelling unemployment. Up to 75 000 workers were retrenched
in the process of privatising state-owned enterprises, while foreign competition forced
entreprencurs fo use more capital-intensive sophisticated technologies, thus further

contributing to what has become ‘chronic’ unemployment in Tunisia. ¢

In 1981, 1984 and 1990 food riots tock place in Morocco, in 1984 and 1987 in
Tunista and in 1988 and 1991 in Algeria, mainly due to cuts in basic gove}mncnt food
subsidies as well as a massive loss of purchasing power by ordinary consumers,
Between 1980 and 1991, the price of sugar, gas, flour and milk increased by 133 per
cent in Morocco and by 400 per cent in Algeria.’®” This, in tum, has led to lower
production and investment and therefore a rise in unemployment. In 1991, 20 per cent
of the labour force in Algeria was unemployed® These conditions fuelled support
for opposition Islamist parties such as Ennahda in Tunisia and the Islamic Salvation

Front in Algeria.

Moroceo's debt rescheduling with the Paris Club in 1983, accompanied by structural
economic reforms, had serious effects on the social fabric of the country. Salaries in
the public service were blocked and a ceiling was placed on recruitment for the public
service, there were drastic rises in the prices of basic goods and sarvices, and public

expenditure on housing, health and education dropped.®™ Not only has this led to

6 See Ridga Bouia, ‘Les effels du programme d’ajustement structurel sur I'emploi, la formation et
I'emigration en Tuunisie®, Alternatives Sud, Volume 2(3), 1995, ppld2-3

%7 Mohammed Benlachem Tlemgani, op.cif, pp 355-364

38 Zakaya Daoud, ‘L'économie du Maghreb en difficulté’, MD, June 1991, pp?

2 See Mohamed Benlahicen Tlemenni, ‘Bilan de la palitique d’ajusternent et son impact sur les
secteurs sociaux et I"emploi au Maroc’, diternatives Sud, Valume 2(3), 1993, p 173
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lower school atlendance in rural aveas, but also lower quality public health care, and

an increase in unemployment from 10,2 per cent in 1982 to 20.6 per cent in 1990.2°

Since 1988, Mauritania has been involved in programmes to mitigate the social effects
of structural adjustment through a facility funded by the World Bank, African
Devetopment Bank and the United Nations Development Programme. However, this
programme proved unsuccessful in limiting the growing unemployment and
deteriorating tving conditions of a substantial portion of the Mauritanian population.
As in other Maghreb countries, cuts in public social expenditure affected especially
the impoverished urban population (which grew during the 1980s as a result of a rural
exodus spurred by the struggle for survival in rural areas). Wage freezes, job losses,
especially in the public sector, higher energy and utility charges, and an increase i

the cost of living (due fo cuts in basic subsidies) all contributed to a general

impoverishment of Mauritanian society,”"

The economic crises of the 1980s have seriously disrupted the social balance in
Maghreb states, which they were able to maintain during the previous two decades of
high commodity prices and ecconcmic growth through econowic regulation, social
transfers, selective allocation of political resources and ideological mobitisation. In
all three core Maghreb states, rural and peripheral urban communities were suffering
the most from the reduclion of social transfers, as well as a 'culturat {rauma' generated
by the secular perspectives of elit-driven modernisation. This provided fextile ground
for the rise in Islamism. Not only did World Bank structural adjustment programmes
reduce the ability of states to address existing social and developmental challenges; if
also compounded their 'crisis of legitimacy'. Under these circumstances, regionalism
offered an "ideology of substitution', enabling states to transmit to a regional level the
responsibility for redressing social and economic imbalances caused in part by the

adverse global environment.

2 Bar mote detail on the nature of the unemployment problem in Morecco see Tlemeani, op.cit,, p 193
M Ree David Scddon, op.cit, p 205
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A side result of structural adjustment programmes was the increasing convergence of
economic policies in Maghreb countries, which all started following export-oriented
industrialisation policies, embarked on privatisation drives and instituted monetarist
fiscal veforms. This was very different from the 1960s and 1970s, when Algeria was
following a self-reliant state capitalist development strategy while Morocco and
Tunisia aimed at peripheral integration into the world economy, albeit under the guise

of the state.

1.1.4 Food insecurity

Since independence, Maghreb governments have neglected agricuitural development
in their economic development strategies, placing disproportionate emphasis on the
development of the industrial sector. Therefore, productivity in the agricultural sector
has not matched that of other sectors of the écunomy due to a lack of mechanisation
and modernisation and today, agricultural returns in the region are still below the
international average. During the 1980s, the emphasis of structural adjustment
programmes on export-oriented industrialisation has contributed to the food deficit in
the region, since it encouraged food production mainly for export, to the detriment of
loca] food needs. This was compounded by recurrent droughts, which led to a fall in
agricultural production throughout the region. This d--line was reflected in lower
labour absorption and share of GDP of the agricultural sector during the 1980s.%”
Between 1981 and 1986, Algeria started importing 66 per cent of it cereals, Tunisia 45

per cent and Morocco, which used to be cereal-exporting country, 32 per cent,

The crisis in the agricuitural sector was nat anly brought about by government negliect
of this sector (especially in Algeria) but also by the rapid growth of the urban
population concentrated in the coastat areas of Maghreb. Between thie 1960s and the

early 1990s, food production grew by an average of 2 to 2.5 per cent a year, while the

2 1n the 1960s, on average 62 per cent of the Moroccan, 56 per cent of the Tunisian und 67 per cent of
the Algerian labour force was employed in the agricultural sector. By 1992, this has declined 1o 40 per
cent and 25 per cent respectively. The share of the agricultural sector in GDP has declined from 23 per
cent in Moroceo, 24 per cent 'n Algeria and 16 per cent in Tunisia in the 1960s, to 18 per cent, 14 per
cent and 12 per cent tegpectively by the 1990s, Mostafa Quaraouach, ‘L’agriculture Mghrébine face 4
i"Europe’, in Reviee Marocaine de Droit et d 'Econonite du Développament, Na 27, 1192, p 35
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demographic growth in the region averaged between 2.5 and 3 per cent a year. This

partly accounted for the food deficit in the region. By 1991, Morocco imported 80 per
cent, Algeria 25 per cent and Tunisia 50 per cent of all sugar, milk, meat and cereal

consumed in their respective countries. **

If agricultural retums could be augmented by 50 per cent, the region would have been
able to become 70 to 75 per cent self-sufficient in cereals. A 50 per cent rise in
returns for export cultures (such as horticulture) would also have lead to an exportabie
surplus as well as food for local consumption. To achieve this, governments started
realising that they needed to cooperate at a regional level to improve stockage and

irrigation practices.

Compounding their food insecurity was the fact that Maghreb countries hardly traded
in agriew!tural produets. In 199'1, for example, Moracco was the only country in the '
region that traded significantly with other Maghreb countries in agricultural products
~ 2.3 per cent of its total agricultural exports went to the region, mainly tomatoes,
citrus and vegetables, imported by Algesia, Only 0.4 per cent of its total agricultural
imports originated from other AMU member countries — mainly dates and flour from
Tunisia. Although Morocco has always had the potential to become the ‘breadbasket’
of the Maghreb. by the end of the 1980s the country's agricultural production stiil
could not meet its cereal needs, this despite the building of dams and the
mechanisation of agriculture. Although about 40 per cent of the population were
employed in the agricultural sector, illiteracy, small holding production, insufficient
investment in the agricultural sector and climatic factors have lowered Morocco’s

ability to supply in its national demand for food.**

Despite mechanising its agricultural sector, by the early 1990s Mauritania still lacked
the means to exploit its own fishing waters. In Algeria, agriculture has taken the back
seat o heavy industrial development and the exploitation of crude petroleum and

natura! gas, although the government started reprioritising the development of the

Z'zjlhjg-_
7 Ibid,
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agricultural sector in the 1990s. In Tumisia, local production of cereal has never met
domestic need, although it is the fourth largest producer of olive oil in the world.
After the discovery of oil in the 1950s, the Libyan regime shifted ifs focus from

agriculture, which was the mainstay of the economy until then, to oil exploration.?*

In 1994, only 2.6 per cent of the Algerian and Moroccan national budgets and 3.5 per
cent of the Tunisian budget was allocated to food production policies. Algerian food
dependency has increased four-foid between 1970 and 1992. In 1992, it imported 80
per cent of its staple food and by then it had become the largest food importer in the
Maghreb, Morocco, which traditionally used to be a food exporter, was importing 20
per cent of its food stock in 1992. As a result of the structural adjustment
programmes they were implementing, Tunisia and Morocco were forced to abandon
food price controls and Algeria, in renegotiating its debt package with the World
Bank, was only allowed to retain subsidies of bread and semolina®®. Although food
subsidies have discouraged local agricultural production in previous years,
demographic growth has led to higher food consumption. Due to the new price
system and a focus on export oriented industrialisation, less food was produced for

local needs, thus augmenting the food import bills of a1l Maghreb countries.

The contraction of the European agricultural market and the falling of primary
commodity prices on world markets necessitated the development of a regional
Maghreb market for agricultural production and exports.®’ Maghreb countries could
solve their food security crisis not only by regional-scale food storage and import
strategics, but also by exploiling the comparative advantage between the various
Maghreb countries in terms of agricultufal production. Tunisia and Morocco, for
example, could explore ‘upstream’ cooperation in agro-processing industries, as well
as ‘downstream’ cooperation by following a common trade policy with major

agriculturat {rading partners such as the EEC.”® Faced with similar agricultural and

5 Mohamed Chatou, “The present and future of the Arab Maghreb Union®, George Joffé (ed) North
Africa: nation, state and region, Routledge, New York, 1993, p 98

6 < Maghrébin sur 5 seus le seuil de pauvrété’, JEA, No 242, March 1994, pp 42-43

2 See CENEAP, *Les politiques agricoles de pays Maghrébins® in A Bouzidi {ed), Panorama des
économies Maghrebines contenporaines, , CENEAP, 1991, pp 52-53

298 Soe Abdestam Seddiki, Economic et Socialisme, No 11, 1992, pp 17-24
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food security problems, during the 1980s Maghreb govemments increasingly started
recognising the value of regional cooperation iu these areas, for example, research on
drought resistant cereal cultures, desertification, and the rational use of hydrelic

resources.’”

1.1.5 Benefits from regional cooperation

Their common experiences of weakening food security, receding growth rates, the
unraveding of their social fabric (reflected in increasing unemployment,
impoverishment, and soctal protests), and increasing marginalisation in the global
economy, have contributed to the increasing regional consciousness of Maghreb
leaders by the end of the 1980s.*® Not only were leaders faced with an average of 30
per cent under-employment, inadequate political and adminisirative systems, and
social unrest. They also shared economic problems such as indebtedaness, less than 50
per cent food self-sufficiency and growing food deficits, fluctuations in commeodity
prices, recession in Europe and subsequent blocking of emigration outlets, and limited
national markets. They also started realising that they have been duplicating
industrial investment and that the vehicle industry, for example, could benefit from a

t. 3% There was also a

joint industrial strategy within a large tariff-protected marke
growing realisation that public sector enterprises had hecome non-compelitive,

showing a failure of the development models followed since independence.

Maghreb countries boast significant deposits of petroleum, natural gas and
phosphates, to which value could be added in 2 regional framework, It has been
projected that by the year 2000, Algeria would be Burope’s principal supplier of
natural gas via the gas pipeline to Spain, while Morocco supplies 75 per cent of the
world's phosphates. However to develop sectoral complementarities and add value to
primary commodities would require large economies of scale, which pointed to the
need for 2 regional industrial investmeni strategy, Labour costs in the Maghreb

countries wete cheaper than that of sonthern Europe and the joint exploitation of this

* See Benzaghou Mouradi, *Un Maghreb plus concret®, /E4, No 187, 1989, p 18
¥ Moncef Mahroug, *Maghreb — mode d’etnploi’, JE4, No 178, May 1988, pp 22-24
0 gee Ahmed Agrout and Keith Sutton, op.cit., pp 128-129
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comparalive advantage, Maghreb leaders hoped, might have motivated labour-
intensive industries to relocate to the Maghreb, rather than southern or eastemn

Burope.*”

A further argument in suppott of regional cooperation was that national markets in the
Maghreb were 100 small for rapid and sustained economic growth, a prerequisite for
sustainable development, and that individual markets also could not benefit
sufficiently from new opportunities in the global market. For example, due to poor
economies of scale, automobile unit costs in the Maghreb by the end of the 1980s

were twice than that in France.®

Another common structural problem was the non-
diversification of primary product exports. In 1988, primary commodities constituted
97.5 per cent of Algerian, 52 per cent of Tunisian and 45.5 per cent of Moroccan
exports.*® A regionally integrated market could supply the necessary economies for
scale for certain industrial sectors to become more competitive, and would also be

more atiractive for foreign investors.

Maghreb economic activity could grow significantly by producing for regional
demand, but also by rising productivity and quality. By the end of the 1980s,
Maghreb economies suffered from structurally weak productive systems; dependency
on global markets for technological and intermediary goods; a weakly integrated
industrial sector; and unproductive textile industries, which were dependent on
subconiracling deals. Maghreb economies therefore did not have the capacity to
integrate into the global economy. This has led to the argument that the best path to
industrialisation would be first to industrialise to satisfy regional demand for food,
clothing, housing, health, transport and household equipment, assuming that the
purchasing power of regional consumers would rise sufficiently. This theory,
whereby growth in production for local demand will lead to growth in productivity
LJOS

and growth in employment, has been ternted endogenous cumulative developmen

However, to achieve such development, hAMUn resource development, resource

2 Handicaps et atouts®, 7E4, No 198, 1990, p 4
303 Thid,

™ Ibid.
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mobilisation, technological know-how and organisational skills development would

need to take place within a regional framework.

Protectionism in developed countries remained an important structural obstacle to
economic development in the Maghreb countries. Mast developed countries were
maintaining high agricultural and textile tariffs and non-tariff barriers (such as
voluntary export restraints) on imports from developing countries. This affected
especially textile exports from Morocco and Tunisia. Despite receiving preferences
not given to other textile exporters, regulated by the 1974 Muifi. 2 Arrangements,
the EEC still imposed high tariffs and strict tariff-free quotas on their exports.
Moreover, while European agricultural producers confinued to receive high
production and export subsidies under the Common Agricultural Policy, the EEC also
imposed countervailing charges on citrus products from Morocco and Tunisia, as well
as quotas and import licensing requirements for many of their agricultural and light |

manufactured exports.’”

Intra-Maghreb trade in 1988 constituted only 2 per cent of the total trade of Maghreb
countries.  Trade took place mainly between Morocco, Libya and Tuuaisia,
respectively constituting 4.4 per cent, 1.6 per cent and 4.6 per cent of their total
trade>™ Seventy per cent of total intra-Maghreb imports were concentrated between
Libya and Tunisia alone.’® This was the result of the region’s vertical integration
with the EEC, a colonial legacy, but also reflected significant income inequality and

differences in trade policy among Maghreb countries.

35 See Jagues de Brandt, ‘Quelle indusirie, quelle insertion dans ["économie mondiale pour les pays du
Maghreb’, in Annales Marocaines d'Economie, No 8, 1994, pp 13-24

¥ The EEC continued to levy non-tariff barriers such as quotas on manufactured imports from
Maghyeb counteies and in 1989 the steel industry lodged anti-dumping complaints against Algerian
steel exports. In addition, new tariff levels negotiated during the Tokyo Round of the General
Agreement on Tariffs and Trade (GATT) imposed tariffs of about 20 per cent on manufactured exports
from developing countries to industrialised countries. For more detail see Abderrahman Robana,
op.cit,, pp 14-20.

1 Eor a breakdown of the preducts fraded by the Maghreb countries in 1990, see Abdelmadjid
Bouzidi, ‘L' integration economique Maghrebine: realités et perspectives', in Panorama des écononiies
Maghrebines contemporaines, , CENEAP, 1991, pp 131-133.

3% See Bouchra Muftisade, ‘Comment faire L’Union Economique Maghrébine?’, Revie Banques et
entreprises, No 27, 1990, pp 12 -15
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In Algeria, until 1988, trade has been the monopaly of the state and domestic and
foreign investment was concentrated in the petroleum and gas sectors, At the time,
94.5 per cent of Algeria’s exports were concentrated in the hydrocarbon sector, and
imports were concentrated in industrial products, food, transport equipment and
inlermediary gends. Morocco, also exported textiles, chemicals, clothing and mineral
products, in addition to its primary export, phosphates. It therefore has a more
diversified export ¢ than Algeria. Moroccan imports constituted mainly of
industrial and intermediary equipment, food products and petroleum.*” In Libya,
petroleum still constitutes 99 per cent of export earnings, although the goverminent has

tried to diversify in vehicle construction and assembly and iron and steel works.>'

By 1991, 73 per cent of total Maghreb exports went to the EU and 65 per cent of total
imports originated from the EU. Only 3.5 per cent of the tofat trade of Maghreb
countries were conducted with other countries in the region. This was very low even
compared to other developing regions, such as the Association of Southeast Asian
Nations (Asean), which registered 19.1 per cent intra-regional trade and the Economic
Community of West African States (Ecowas), which registered 10.6 per cent over the
same period.*" Structorally, intra-regional trade in the Maghreb consisted of 50 per
cent primary products and 45 per cent manufactured products. Between 1989 and
1991, intra-Maghreb trade grew by only 1 per cent — other younger groupings such as
Mercosur over the same time period have increased their intra-regional trade by a

much larger percentage.””

The signing of the Treaty of Marrakech also did not lead to a qualitative evolution in
the producis trad.J between Maghreb countries — these remained concentrated in the
energy and light manufacturing sectors. In addition, {rade has remained concentrated
among Libya, Tunisia and Morocco, with the mghest value of exports to and imports

from the region registered for Morocco and Libya respectively.

i See Malika Hattab-Christmann, ‘Les relations commerciales Maghveb-CEE: enjeux et perspectives’,
in Revue Marocaine de finances publiques et ¢ "écon. tg,No 7, 1891, pp 57-70

310 Sep Mohamed Chatou, ‘The present and future of the Arab Maghreb Ution', in North Africa:
nation, state and region, Georpe Joff¢ (¢d), Routledge, New York, 1991, p 272

#11 See Marchsés Tropicanx, No 2509, 1994, p 12

M2 Sec L'Economiste Maghrébin, No 91, 27 Oct-9 Nov, 1993, pp 18-23
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Eiuwever, trade complementarity did, and still does, exist, especially in the energy

sector. *

The region i5 structured into two complementary blocs of producers:
Algeria and Libya could provide steel and energy to the region while Tunisia and
Morocco could provide the region with food, textiles, construction material and
electronics. These potential complementarities, if properly explored by ereating joint
ventures, lifting non-tariff barriers, integrating industries and creating a regional
industrial cooperation “ogramme, could increase intra-regional trade to 15 per cent of

total trade. The bulk of the trade would consist of transpart materials, machines,

chemical, pharmaceutical and agriculturat products and energy.*"

As agricultural producers, Tunisia and Morocco could cooperate on agricultural
research and juint export projects. At a structural level, Algeria could provide Libya
and Morocco with natural gas, Mavritania and Morocco with petroleum aud all
Maghreb states with industrial services. It was the only Arab country whose value-
added petrolenm and heavy industrial products contributed more to the national
accounts than raw petroleum exports. Mauritania could provide Libya with much
needed iron and Algeria and Libya with fish and other food products. Morocco could

provide Algeria and Libva with light industrial products and food products. Tunisia

could provide Alger'a v ad Libya with food products and Libya could absorb much of

the surplus labour in the region” Morocco, Mauritania and Algeria had a
comparative advantage in mining and networking industries, whereas Tunisia and
Morocco had a comparative advantage in the service industries.>'® Minerai deposits in
border areas such as the iron deposits at Garaat Jebilet in Algeria, close to the
Moroccan border and similarly, ivon, zinc and phosphate deposits in Morocco, close
to the Algerian border, enhanced the possibilities for joint e .ploitation and

beneficiation of the raw materjals,>"

3B See Smail Khennas, ‘L'encrgic an Maghreb — ressources et politiques' in Panorama des économies

Maghrebines conicniporaines, , CENEAP, 1991, pp 151-161

31 See LL’Beonomist Maghrébin, No 91, 27 October, 1993, pp 18-23

15 For more detail sze André Valmont, AL Mayadine, No 6, 1990, p 193

315 ee Bouchra Muftisade, ‘Comment faire I’Union Maghrébine: coopération ou intégration’, in 1990
15

?" Sce MA Tajina, ‘La récherche de Iunité Maghrébine’, Perspectives et dtapes de I construction du

Muaghreb, 1989, pp 246-254
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Reglonal economic cooperation could also benefit Maghreb countries in other ways.
A unified Maghreb, for example, would have been able to exercise more influence in
controlling trans-Mediterranean sea traffic and greater leverage than single nations
when negotiating development assistance and trale deals with a single European

t.Jls

matke {n this regard, regional cooperation could facilitate a joint partnersi'o

agreement with the EU and an integrated and complementary approach te other

* Furthennore, a tegion with integrated production

international aid institutions.!
structures could benefit substantially from the cumulation provisions in the rules of
origin stipulated by the EEC. Maghreb producers could have cumulated, and still
qualified for the customs, tariff and non-tariff barrier exemptions granted to the

exports from a single country.

1.2 Potitical crisis

The social cost of structural adjustment programmes, coupled with the decrease in
governnients’ revenues as a result of the above factors, has hampered the ability of
undemocratic Maglreb regimes fo continue buying legitimacy through the provision
of basic services to their populations. Resistance and opposition to Maghreb regimes
increased during the 1980s, and fuelled the rise of Islamism in Algeria and Tunisia
(see chapter four). Mag'reb leaders therefore have resorted to mabilising their
constituents around idea of regional unity partly as an ideological response to the

'crisis of the state!, and to remain legitimate in the eyes of their populations,

The ruling class could use the sofidarity-building around a Magheeb region project to
substitule for the social and economic malaise in all Mahgreb couniries, thus turning
the attention away from their responsibility for opening up the Maghreb economies.™

The signing of the Treaty of Marrakech, therefore, was in part an effort to consalidate

18 However, in this regard Morocco did not wish to be represented by AMU in its negatiations for a
free trade area with the EU. See Said Hamdouni, ‘Les testatives d'integration des pays du Maghreb’,
in Endes Infernationgles, Vol 23(2), June 1992, p 345

30 See Mesallati Slaheddine Abdallah, *‘Amorce d'une nouvelle donnée’, JE4, No 187, March 1989, p
21
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the ideolngical and political foundations of the Maghreb ruling elite by
institutionalising and reproducing their hegemony, and did not represent a radical shift

towards a more ‘people-centred’ development approach in a regional framework.”

Nowhere is this better iflustrated that by the Algerian regime’s shift in foreign policy
orientation from the ecification of the Algerian nation-state to the edification of the
Maghreb region in the new couastitution adopted by referendum in 1989. The
con~titution made no reference to the guiding foreign policy principles of the post-
independence years suci: as the struggle against colonialism and imperialism.*® In
fact, the growing realisation that national development strategies have failed and the
subseqnént intellertual consensus on the necessity of regional economic cooperation
has led Maghreb political leaders to start exercising greater pragmatism in the conduct

of their foreign policy.”®

Promoting regionalism was also a response fiom some
 elites, especially in Moroceo and Tunisia, to their failure in integrating the Maghreb

into the European productive system.**

The regional project in the Magiweb has therefore evolved from a political-cultural
imperative for independence from colonial powet (see chapter two), 10 a political
economic imperative of ruling elites to gain legitimacy and respond to an unfolding
economic crisis in the Maghreb region. In both instances, the call for regional
cooperatoin has been primarily mobilised by the economic and political elite.”* The
drive for regionalism came mainly froin Maghreb states, based on their existing

monapoly both in international and internal political and economic spheres.

3 See Santuced, ‘Le Grand Maghreb réactive: crise des élats’, in Amnaire de L'Afriuge du Nord,
1983, pp 408-415

21 This insight was originally drawen from Szad Amrani and Najib Lairini, ‘Le Maghreb dans le
systéme régionel et international: crises et mutations’, Btudes Internationales, Yol 22(2), 1991, pp 339
- 356

32 See Paul Balta, ‘L’ Algérie et le Grand Maghreb', in, 19, pp?

¥ See J Santucci, ‘Le Grand Maghreb Réactive’ in £ ‘Annuaire de L 'Aftigue du Nord’, 1983 p ?

3 Ajt Amara and Ben Hammouda, Révire Tiisienne d 'Economie, 1993, pp 25-60

33 See MA 'lajina, ‘La recherce d’unité Maghrebine’, Perspectives et étapes de la construction du
Maghreb, Cahiers de CERES, 1989, p 241
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1.3 The global context

During the 1980s, woeld demand primary commodities started dropping and in 1985
world petrol prices started declining. Part of the reason why demand and prices for
energy products started falling was the decline in global energy intensity by 20 per
cent between 1973 and 1985. This was as a result of energy conservation measures,
the development of energy efficient technology and a shift from the manufacturing to
the services sector in the industrialised countries, leading to 2 decline in thn demand
for oil. This decline has led to a fall in phosphate and oil exports, and therefore a fall
in the government revenues of Algeria, Libya and Tunista, leading to negative growth
rates in Tunisia and Algerta. In 1986, for example, despite IMF credit and World
Bank loans, the Tunisian government had no external reserves.®® Alse, due to the
depreciation of the US doliar since 1986, the price of fuet and non-fuel commodities
that were dollar denominated dropped drastically. Several droughts and locust plagues
during the 1980s also affested agricultural production in Morocco and Tunisia®™’ and
average per capita income in Algeria and Libya declined by 1.3 per cent a year.”® The
international liquidity crisis in the 1980s, leading to higher interest rates and
competition among developing countries for preferential access to the markets of
industrial countries, marked the erd of what has been catled ".cs trentes glorieuscs),

and the bepinning of a global economic recession,

This recession also affected official development assistance (ODA) flows fiom the
QECD coumntries. The net disbursement of aid flows as a petcentage of GDP declined
in real terms, affecting Morocco and Mauritania in particular. ODA flows fiom the
former Soviet Union and the US also declined after the end of the Cold War, While
the disintegration of Soviet-style communism has added to the decline and the
discrediting of soctalism and nationalism as official state ideologies world wide, these

ideologies have been receiving scant support by Maghreb regimes for some years. In

326 See Mohammed Benlahcen Tletmgani, ‘La crise de la dette au Maghreb: données économiques et
implications sociales’, Annuaive de L'Afvique du Nerd, 1991, p 357

™ See Mary Janc Deeh, 'The Arab Maghribi Union and the prospects (or North African Unity’, in
Willian Zartment and WM Habeeb (eds) Polity and Sociely in Contemporary North Africa, Weslwiev
Press, Boulder, Cotorado, 1993, pp 192-197

28 Sce Abderrahman Robana, op.cit,, pp 14-20
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Algeria, the provision of basic services such as transportation, water and electricity
have been in decline since the mid-1980s, state factories have been idle and a general
conttempt for the National Liberation Front (FLN) government has been spreading
The collapse of the Soviet Union also meant that the Algerian government no longer
received financial and diplomatic support for self-reliant cconomic development
strategics. This, coupled with the structural adjustment programmies imposed by the

World Bank, assisted in eroding statist nationalism in Algeria.

The end of the Cold War in 1989 also removed the traditional regional divisions
between Libya and Alguria, supporting and receiving support from the former Sovict
Union, and Morocco and Tunisia, supporting and reeeiving support from the Untled
States. Maghreb leaders feared forther marginalisation in a new global order
characterised by regional bloc formation. Across the world, regional trading blocs
were being newly established or consolidated, notably the North American Free Trade
Area (NAFTA), the EBEC, Asean, as well as Arab groupings such as the Gulf
Cooperation Council and the Council of Arab Cooperation. Although Maghreb states
were all members of the Arab League, they did not participate fully in this grouping or
view it as a forum to advance their own interests, mainly due to their perception that it
served as an instrument of Egyplian hegemony in the Arab world. This perception

rematied even after its seat moved to Tunis in the 1980s,*

The 1980s were characterised by increasing globalisation, or the spread of inlegrated
systems of global production, concomitant to the spread of financial markels,
increasing mobility of capital, facilitated by new developments in communications
technology and increasingly open economies. This has been an uneven process,
impacting negatively on developing regions and states, and diminishing their access to
power. Although it has greatly diminished the ability of states to impose reguiations

on capital flows to protect their own industrial base aud populations from the often-

3 See Tiemgani, op.oit, pp 355-364

M0 See James A Paui, “The emerging Maghreb: North Africa and the New World Osder’ in P Bennis
and M Mousbeck {eds), dftered States; a reader in the wew wortd order’, Qlive Branch Press, New
York, 1993, pp 332-340

M Bor fusther elaboration see Sund Amrani and Najib Lairini, ‘Le Maghseb dans le systéme zegionol et
international: crises et mutations’, Efudes Infernationales, Vol 22(2), 199, gp 339 -356
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detrimental effects of giobalisation, states remained instrumental in providing the
legal framework for corporate strategies, acting as ifs ‘transmission belt’ for globat
capital.™  This process has led to the increasing marginalisation of developing
countries, especielly in Africa, Maglreb counfries have not escaped these
developments; in fact, their marginalisation also pointed to the failure of European

capitalism to integrate the continent’s periphery into its ‘logic of reproduction’ 3

The new international economic order, characterised by an increasing predatory neo-
liberalism, made developmental regionaliste imperative for Maghreb states. States
were increasingly disengaging from the economy, opening it to global capital and
investment. Under these circumstances, a ‘plurinational’ accumulation regime wouid
enable small economies and marginalised regions to exit from underdevelopment and
dependence, by joining their productive forces through processes of political and
economic cooepration. ¥ Regionalism offered a means of achieving national
economic prioritics through the harmonisation of development policies at a regional
level. This, however, required a new perspeciive on the use of productive and

political resources.

The Maghueb elite therefore viewed the creation of an economic union as a necessary
strategy to integrate the countries of (he region into the globai economy, by using a
regional strategy. Globally, the redeploynient of industrin, financial, commercial and
technological structures intemationally has brought about a new international division
of labour, characterised by mass® :3 industrial relocation, the subdivision of the
manufacturing process inte multiple partial operations situated over many
geographical areas, major technological innovalions, widespread migralion and the
feminisation of tabour.™ From a Maghreb perspective, an enlarged, more efficient
regional inarkel would be able to attract assembly plants from firms subcontracting for
some of their production functions, particularly export-oriented goods, In this regard,

Maghreb leaders hoped that a more inlegrated Maghreb m:rk2{ would atiract labour-

B2 Bor further elaboration sec Rebert W Cox, Production, Power and World Order: Social Forcey in
the Making of History, Columbia University Press, 1987, pp 253-265

3 See Ait Amar and Ben Hammouda, Révie Tunisienne d'Economie, 1993, pp 2560

M Qee Yaidi Larbi, 'Elat-nation et intégration éconmigue arabe’, 1987, p 350




intensive industrial relocation to North Africa and that the region could cocperate to
become southern Europe’s key supplier of strategic products such as liquified

336 + . . 3 L)
However, This new international division of labour, however, has

hydrogen energy.
not replaced the old division of labour between the Maghreb and Europe.®” Maglireb
cconomies s:ill furnished the Buropean productive system with cheap migrant labour
and primocy cormodities such as gas, agricultural products, phosphates and
hydracarbon derivatives, and sourced intermediary goods and final consumer items

from Europe.®®
2, The evolution of Maghreb regionalism in the 1980s
2.1 Political mnilesiones

During the 1980s, official discourse and rthetoric reflected a new commitment to
regional integration, A series of bilateral technical cooperation agreemenis between
Maghreb countries as well as bilateral and mulfilateral diplomatic unions paved the
way for the signing of the Marakesh Treaty in 1989. These evenis have led to
debates around whether the -bilateral and incremental or the multilateral and
instituliopal route to regional cooperation, which was adopted in 1989, would best
serve national economic development goals and give rise the political trust necessary
for regional cooperation.™ They also spurred debates around whether sub-regional

political solidarity should be fostered, or whether more resources should be spent on

%5 t AMU ~ Un jalon de lontionalits® in 7£4, No 197, 1990, pp 6-8

36 See Almed Agrout and Keith Suiton, op.cit., pp 137-138

17 See J.mes Mitielman, ‘The End of a Millenium: Changing Structures of Production and ihe Post-
Cold War Division of Labour' in LA Swatuk and T Shaw, The Souzh at the End of the Twentieth
Centitry, McMillan Press, 1994, pp 18-19

3% This bas been advocated by, amongst others, Ait Amar and Ben Hammouda, op.eit., pp 49

¥ The ninture of these debates was expiained in many interviews with professor Shazzouli, Department
of Economics, University Mohammed V, Rabat, December 1994, Between 1962 and 1975, about 90
per cent of agreements covering almost ull sectors of economic activity concluded in the region were
bilateral, and ouly between 1964 and 1966, the first years of the CPCM, did countries follow a sectoral
and industrial coordination approach to regional integration, Belween 1967 and 1970, a so-called
‘global® approach was followed, including mcasures to liberalise intra-regional trade. This ultimately
led to the division between Algeria and Libya over the approach ta regional integration and Lihya's
subsequent withdrawal in 1970, See Habib E! Malki, Le Grand Maghreb, No 50, Iuly 1986, pp 313-
314
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cconomic integration initiatives among all countries of the Arab world.>*®

The signing of the 1989 Marrakech Treaty was preceded by a series of significant
political events in the region. These included the settlernent of most of the border
disputes of the 1970s and early 1980s; the change of the Tunisian regime and its
subsequent rapprochement with Libya in 1987, Algedan and Moroccan
rapprochement fromn 1986 onwards; and Libya’s increasing isolation in the Arab
world, which prompted it to seek new alliances with Algeria and Tunisia after the
dissolution of the Oudja Treaty.® Finally, in 1985 Morocco and Mavritania resumed

diplomatic relations, broken off in 1976.

The rapprochement between Morocco and Algeria, starting in 1983, was probably the
maost significant political event that would lead to the siguing of the Treaty of
Marrakech. In 1983, Algerian President Chadli Benjedid and Moroccan King Hassan
I1 met for the first time since they broke all diptomatic relations in 1975, due to their
fundamental disagreement on the status of the Western Sabara (see chapter two).
Although this mecting would initiate the re-invigoration of various bilateral treaties
that would eventually lead to the signing of the Treaty of Marrakech in 1989, the two
leaders still disagreed in principle on the status of the Western Sahara, Chadii
Benjedid insisted that ‘Maghreb unity would not be achieved at the expense of
Saharan independence’, whereas King Hassan slated unconditionally that Maghreb

unity must be achieved, but not at the expense of oyr Sahara’ [author’s emphasis].*?

Since 1986, relations belween the Algerian and Moroccan governments started
normalising, leading to the May 1987 meeting between the two heads of state. At this
meeting, there was still no agreement on how to resolve the Western Saharan issue.

Chadli Benjedid insisted that relations between the two couniries could only be

M0 3ee P8 Agate, 'Cooperation CEE-UMA; alternative our morcellement, Le Maglhreb, I'Europe et la
Fronce, CNRS Editions, Paris, {992, p 125

31 A lnerian president Chadti Benjedid proposed the holding of a Maghreb Sumunit, but which should
include the Western Saharap Republic, King Hassan II in return proposed the organisation of a
Common Maghreb Consultative Assembly, but that would exclude Libya, since it had broken ties wilh
the Khadaffi regime in 1986.

2 Ahmed Aghrout and Keith Sutton, ‘Regional economic union in the Maghreb’ in Journal of Modern
African Studies, Vol 28(1), 1990,p 119
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nonmalised once Moroceo has come to an agreement with the Polisario on the
principle and modalities of a referendum on independence. In tumn, Hassan I
cxpressed the view that Algerian interference was the main obstacle to resolving the
conflict. Morocco and Algerta both viewed the creation of the AMU as a potential
solution to the crisis. Algeria saw the opportunity to disengage from the Western
Sabaran issue without ‘losing face’ and Morocco saw an opportunity to isolate the
Polisario Ly insisted that the Western Saharan Republic not be included as a separate
member of the Arab Maghreb Union (AMU).*” Both countries were also eager to find
a solution to this conflict because of the drain of the Saharan war on their national

budgets.*"

In Janvary 1989, King Hassan II received a delegation of Polisario. This month also
ma-* 2d the first official visit of an Algerian delegation to Morocco. At this meeting it
was agveed to put the fundamental division over the resolution to the Western Saharan
conflict on hold for the sake of fostering regional cooperation and integration. While
Morocco agreed in principle to a referendum on. self-determination in the Westem
Sahara, the Algerian regime has started giving less official suppori to the Polisario,
parily due to the cost of dealing with the aftermath of the 1988 domestic riots.
However, FLN hard liners did renew same military and financial support for the
Polisario, which was indirectly responsible for renewed Polisario attacks on Moraccan
troops in the Western Saharan territory in 1989.>* The relations between Algeria and
Marocco, the two key players in the region, would remain central to the progress of
the regional integration project, not only because of their economic size, but also
because both have expressed the desire to become the central pole or locomotive of

the regional project,**

The T-wisian president, Habib Bourguiba, played a central role during the 1980s in

trying to revive the regional project. This was mostly because, aparl from Mauritania,

¥3 See Habib Slim, ‘Lévolution du Grand Maghreb eatre le CPCM et la naissance de 'UMA’, Erudes
Internationales, No 41(4), 1991, pp 53-62

M See Andeé Valmont, ‘Le Grand Maghreb: une communauté économique en devenic’ A/ Mayadine,
No 6, 1990, pp 176-196

8 Qee Le Libéral, No 24, February 1990, p 11

# Moncef Maghroug, ‘Le sommet de I'espoir: Algérie — Maroc® in /E4, No 168, 1987, p

155




Tunisia was the most vulnerable country in the region. In the view of the Tumsian
regime, strong institutionalised regional cooeperation would provide it with a buffer
against Algerian hegemony and an opportunity to renew its relations with Libya
without entering again into a political union or inviting Libyan interference in its
affairs. It was also a way to restrain the influence of Egypt in the region, as a regional
treaty would prevent Libya from entering into other alliances with Arab countries
such as Egypt.>” The Libyan regime also had strong political motives for wanting to
enter into regional cooperation. It viewed a unified Maghreb as an anchor against its
increasing isolation in the Arab world, which could provide it with the necessary
solidarity against threats of sanctions by the US, especially after the 1986 Lockerbie
incident. A Magilreb union also would provide Libya with the opportunity to play a
significant role in the Maghreb region. Mauritania, in turn, had an interest in a union
to avoid being implicated directly in the diplomatic tugging between Algeria and

Morocco,*®
2.2 Treaties and wrions

In 1983, Algerta and Tunisia signed a Treaty of Brotherhood, Cooperation, and Good
Neighbourliness. It was based on the principles of respect for state sovereignty, the
intangibility of borders and territorial integrity. The Treaty established a common
defence pact and included an agreement ihat any conflicl between the two states
would be resolved in a peaceful manner. Both states were free to conclude
cooperation agreements with third states and other states were free to join the treaty.
The two countries also signed protocols of cooperation between their respective
telecommunications sectors, treasuries, and central banks. Under the terms of the
Trealy, joint industrial diesel and cement manufacturing companics were set up in
bordey areas to stimulate economic development in these economically marginalised
zones through exploiting economies of scale.®® This was a deliberate attemip! to find

ways of dealing with border disputes by allowing border communities to become the

37 For further detail on various Arab alliances and the role of AMU, see Mary-Jane Deeb, op.cit,, pp
192-197

38 Habil Siim, op.cit., pp 56-62

¥ Ibid, pp 53-62
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cementing factor in their development cooperation efforts, instead of remaining

symbols of separation.

The significance of this Treaty lay in ihe unde.lying acknowledgemen. vy its
signatories that once territorial disputes have been resolved, conunon values and
shared economic and social challenges could catalyse meaningful cooperation. It was
the first Treaty in the region, which addressed common interests as a means to make
mutual concessions and establish the preconditions for integration through extending
it to trade cooperation, joint enterprise development, common infrastructure

construction, and the joint management of population movements.

Countering the Algerian initiative, Morocco concluded an agreement with Libya,
called the Oudja Treaty, which cstablished a so-called African-Arab Union between
the two couniries. The Libyan leader welcomed the Oudja Treaty for ideclogical
reasons. Since the take-over by Khadaffi’s military government in 1959, Libyan
foreign policy has been marked by a quest for the unification of states in the Arab
world in a single entity based on islamic culwral, religious and social values.®® This
has lead to the image of Khadaffi as the ‘consumate Arab ynionist’" This treaty
constitutqd Libya’s eighth attempt at a union with an Arab state, and its third with a
Maghreb state. Its union treaties with Maghreb states would usually follow a failed

union with z state from the Arab Eagt.>*

Morocco, in turn, heped o cut Libyan support for the Polisario through this alliance
and to explore production complementarities between their respectively agriculture-
based and petroleum-based economies — Libya was a natural macket for textile and
construction products manufactured in Morocco, It was also 2 way for Libya and
especially Morocco to balance Algeria's pursuit of regional dominance with a counter-
alliance. In the view of the Moroccan regime, Algeria's support of Polisario has

always been part of its strategy to extend its influence in the region.

3% Santucet, ‘Le Grand Maghreh réactive: crise des états et idéologie de substitution”, L’Annuaire de
L'Afrique du Nord’, Volume 23, 1983, p 89

3 Ahmed Aghrout and Keith Sutton, op.cit.,, p 139

332 William Zartman interviewed by Moncef Mahroug in /4, No 175, February 1988, pp 27-29
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Under the terms of the Treaty, Morocco and Libya negotiated trade, culture and labour
exchange agreements, air links, as well as joint holding companies and marketing

agreements.”

The form of cooperation was that of a confederation, decidedly
promoted by Libya. It included a permanent secretariat, a presidency, a common
assembly, an executive commission and four consultative councils on respectively
political, economic, defence and technical and cultural matters.®* The union had a
short life span of two years. Morocco withdrew in 19%6 after the expulsion of
Moroccan workers from Libyan territory in 1985, under the pretext of difficulties in

the Libyan economy.
2.3 Bilateral economic cooperation initiatives

Since the early 1980s, a Maghreb countries started concluded a series of bilateral
treaties and agreements, mostly to facilitate trade cooperation. Figure one gives an
overview of these. Tunisia and Morocco have already started developing trade and
industrial ties since the early 1980s. A joint Moroccan-Tunisian Comrnission was
created in 1981 to implement a preferential trade agreement and the two countries alse
signed an Agreement on Economic and Technical Cooperation in 1981. In 1981,
Tunisia and Algeria sigued a Trade and Tariff Convention, exempting all bilateral
trade from customs duties, established a joint bank, and entered into an agreement to
buy jointly certain products and prepare joint exporis posilions in international
markets.** In 1983, Mauritania entered into a border agreement with Algeria.™* It had
also negotiated an exemption from customns duties of all its exports to Tunisia, Algeria

and Morocco. Libya also started investing capital in Mauritania during this year,

33 Ahmed Aghrout and Keith Sutton, op.cit,, pp 120-125

31 Habib Slim, op.cit., pp 53-62

5 Mohamed Kharroubi, ‘L’intégration par le matché’ in Cahiers de CERES, Actes du Collogue:
Perspectives et Etapes dv Ia construction du Maghreb, No 14, Tunis, 1989, p 191
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Figure 1: Bilateral trade agreements signed between Maghreb countries

. Date and place

Countries

Type ol agreement

“30 April 1986 Tunis
17 March 1983
Algiers

15 August 1983
Tripoli

Nouakchott

15 May 1984

14 September
1984,

Fraroceo-Tumisia
Moroceo-Algeria
Morocco-Libya
Moroceo-
Mauritania

Algeria-Tunisia

Tunisia~-Mauritania

Trade and Tari.ff. Convéutioﬂ, .which aim.s to
treat Moroccan and Tunisian products
identically ir: the two countries

Trade and Tariff Convention, which provides
for the exemption of traded products from
customs duties

Tariff and Trade Convention signed, which
exempts reciprocal trade is exempted trom
customs duties

Tariff and Trade Convention. Two lists of
products, A and B, to be drawn up and will
be exempt from customs duties

Tariff and Trade Convention, which provides
for the exemption of customs dulies on
traded goods

Tariff and Trade Convention, which exempts
all traded products are exenmpt from cnstoms

duties.

Source: H Bentahar, ‘Politiques économiques et dynamique maghrébine’, Al Mayadine No 6, 1990, p

57

In 1983, Morocco and Algeria, despite their stili hostile political relations, negotiated

the construction of a joint gas pipeline, to serve the European market. Tunisia and

Morocco negotiated a preferential trade agreement in 1986 for all products originating

in their respective countries. The sam yzar also saw the opening of the Trans-

Mediteirancan Gas Pipeline, originating in Algeria and joining Italy through Tunisia,

as well as the installation of a joint electrification project by the Algerian and

Tunisian governments.

3% Flabib Slim, op.cit., pp 53-62
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Afier the disintegration of its African Arab Union with Morocco in 1986, Libya
proposed to enter into a full union with Algeria. Although the latter declined the offer,
the two countries did start to explore joint ventures since 1986 aund in 1988 created a
joint Arab Maghreb Bank and an Arab Maghreb Gas Company.”” Significantly, the
Algerian regime viewed its 1983 Cooperation Treaty with Tunisia as the appropriate
franework to enter into a special alliance with Libya, The two governments agreed in
principle to a political union 1n 1987, but political cpposition to this in Algeria, led to
a concreie proposal tiat Libya should sign the Maghreb Fraternity and Cooperation
Treaty of 1983 To add to this, in 1987, Tunisian president Ben Ali proposed the
creation of a common market in the Maghreb through the expansion of the 1983

Fraternity Treaty.

By 1986, all five Maghreb states were exploring joint venturcs with states in the
region, a trend that intensified from 1986 onwards. In 1987, Moroceo and Tunisia
started discussing the possibility ot bilat: -al trade opportunities, joint public capital
companies and other projecis such as the joining of electricity grids. Strong intra-
sectoral linkages between industrial sectors in Algeria and Moracco already existed
by 1989, For example, the Algerian National Society of Industrial Vehicles was using .

Moroccan-manufactured components,™

The coming into power of a new Tunisian president, Zine El Abidine Ben Alj, in
November 1987 has led to a gradual rapprochement between Tunisia and Libya, who
broke off ties after the Libyan povernment expelled thousands of Tunisian workers
from its territory in 1983, Ben Ali had a regional vision, as opposed to the nationalisi
tendencies of his predecessor. The two govermnments negotiated the free circultion of

peaple between Libya and Tunisia, they explored the issuing of comnon identity

31 A Agrout and X Sutien, op.cit., pp 20-25

38 See David Seddon, ‘Europe, the Maghreb and the new regionalism’, in Jean Grugel and Wl Hout
(eds), Regtonalism across tne North-South divide: ste.e strategies and globalisation, Routledge,
Loundon and New York, 1998, p 138

37 See Mohsen Toumi, “Un Maghreb pour les Maghrebins® in J£4, No 187, 1989, p 16
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documents, gas transport, and petroleum trade, and initiated developmental pilot

projects’®,

From 1987, Algeria and Libya started to explore possibilities of cooperation in the
petroleum sector and in the steel, automobile and electronic industries.’® In the same
year, Algeria and Libya entered a trilateral agreement with Tunisia to create a gas
transpori company to transport gas between Algeria and Libya through Tunisia.>® In
1988, all five Maghreb agriculture ministers met to devise a joint strategy to deal with
a focust plagac, which was aftected crops thiroughout the entire region, In the same
year Libya and Algeria created a joint venture for the exploration of oil and Tunisia
and Libya signed joint agreements on agricultural, mfrastructure and industrial
cooperation.’®  In 1988, Algeria, Morocco and Tunsia revived the Maghreb
Electricity Committee, established in 1973, but which ceased to function at the anset
of the Western Saharan conflict in 1975. Its main function was to install electric

conneclions between Maghreb countries. **

In February 1988 the heads of state of Algeria, Tunisia and Libya also held
discussions on signing a proposcd regional agreement, following the opening of the
border between Libya and Tunisia. In March 1988 Libya and Algeria signed two
industrial development agreements and in April, Libya and Tunisia signed a pact to
cooperate in political, economic, cultural and foreign matters® These agreements
were graduatly changing the bipolar baiance of power in the region, with twa power
blocs centred on Algeria and Morocco. The Tunisian-Libyan bloc proved to be the
necessary ihird pole, which helped to pave the way for ihe signing of the Marrakech

Treaty s

360 See Paul Balta, op.cit., pp 232-235

31 André Valmont, op.cii., pp 176-196

362 ghid.

3% See Mary-Jane Deeb, op.cit., p 191

3 By November 1993, Morocco was importing 150W electric energy from Algeria, However, by
1993, onty two lines had been installed, both of them between Morocco and Algeria For more detail
see Vie Eeononiqite, 12 November 1993, No 3738, p 17

%5 See Seddon, op.cit., p 138

6 See Heidi Mechei, 'Marché commun magreébin: le declic’ in 754, No 175, February 1988 pp 20-24
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Finally, in February 1989, Morocco and Algeria signed an agreement that would
create a joinl company to construct and manage a gas pipcline from Algeria, through
Morocco to Spain. Each government agreed to provide 50 per cent of the capital.
This has done much lo break down the ‘psychological wall of mistrust’ between
them.*® Algeria and Tunisia also slarted exploring the joint development of a river
basin project in & border zone, which would provide water to 7300 familiss on both
sides of the border.*® The bilateral economic agreements concluded throughout the
1980s, together with joint technical cooperation ventures did much o create political
trust and a functional basis for fulure political and economic cooperation in ihe
Maghreb region.”® In this sense, bilateralism did provide the building blocks for

muliilateral regional cooperation
3. The Arab Maghreb Union
3.1 Regional integration approach

As a result of the powerful global convergence of forces promoting neo-liberalism
since the early 1980s, also called the '‘Washington Consensus, economic development
strategies of many countries in the 1990s started converging. These strategies all
included elements of monctarism, trade libevalisation, privatisation, deregulation, and
an increasing reliance on markel forces as opposed to state responsibility for welfare
creatjon. Maghreb regimes have not escaped this trend, 2s was shown in the previous
section. This explains why Maghreb leaders opted for a strategy focusing on export
promotion and trade liberalisation of accelerate regional integration (see below),
de~pite rhetoxical calls for ‘collective regional self-reliance’ as a stralegy for regional

integration,”™

At the core of the Washington ‘consensus’ prescription for development is the nolion

that market competition will generatc economic growth, which in tum will spw

%67 Africa Research Bulletin, 31 March 1989, Vol 23(2), p 9459

368 Yyid.

197 Qee the explanation of (his theory, which vsas first developed by Joseph Nye and Ernest Haas, in
chapter one,

162




economic development. Debates have therefore shifted to questions of how to effect
market reforms and how to structure and sequence these reforms. The World Bank
and the Intemational Monetary Fund, lenders of last resort, as well as the policy
instruments used to promote the hegemonic interests of the powerful Group of Seven
industrialised countries, did much to spread this consensus. This was cspecially
evident in their policy prescriptions to the dministralive und economic elite of

developing countries.

At the first heads of state summnit in 1988 in Zeralda, Morocco, five commissions
were established to research and make recommendations on the following aspects of
regicnal cooperation integration: finance and customs, economic affairs, education,
culture, and information, social, human and security matters, and regional

institutions,”

In addition, a political commission consisting of the five Maghreb
foreign ministers was crealed (o propos: to the heads of state a common approach to
regional integration in the Maghreb and draft a regional treaty. Already at the first
{wo meetings of this commission in 1988, first in Algiers and later in Rabat, there was

greal divergence of views on how to constitute a regional Maghreb grouping.”™

Before the foreign affairs commission meeling in Rabat, Polisario had launched an
attack in Morocco, leading to renewed tension between the Algerian and Moroccan
delegations as well as between Morocco and Tunisia. The latter was favour of a
resolution calling for direct negoliations between the Moroccan government and the
Polisario leadership. The Tunisian government had also received the Polisario
leadership to try to resolve the conflict. The Algerian government did not want to
make any concrete conunitments fo establishing a regional institution since it Jacked
the resources and was preoccupicd with domestic affairs in the aftermath of the 1988
riots. It could also not accept the principle of free circulation of goods and people for

fear of ils market being flooded with cheaper Tunisian and Moroccan consumer

370 See Molisen Toumi, “Un Magbreb pour les Magihvébins®, 7EA4, No (87, 1989, p 17

3 Bor more detail on (he recommendations of these comniissions see Mohamed Ben cl Hassan Alaoui,
‘La Coopération entre L'Union Enropdenne cf les pays du Maghreh, Nathan, Paris, 1994, pp 114-120
*72 Habib Slimy, o i1, p 59
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goods, thus putting local Algerian industries out of business*” Consequently, no
agreement was reached on the regional coordination of policies or regional
cooperation mechanisms in this commission Lefore the Treaty of Marrakech was

signed in Febroary 1989.

This disagreement was also the result of the Maghreb leaders' different political
motivations for and therefore approaches to regionmalism.*” From (he onset of
discussions on an Arab Maghreb Union (AMU), the Libyan regime has promoted a
federalist approach, suggesting common identity documents for ail Maghreb citizens
and a Maghreb flag. This was consistent with the Libyan quest for one *‘Arab® nation
since 1959. The Algerian, Moroccan and Tunisian governments, however, promotad

* For Algeria,

an incremental approach towards a political and economic union,”
AMU could bring spbout an improvement in its relations with Tunisia, a larger
regional market, a means of dealing with the regional leadership drive of Klyadafi in a
multilateral forum, and an opporlunity to withdraw from: its position of active support
for the Polisario without "losing face'. This pesition reflecied a new pragmatism of
President Chadli Benjedid, appointed in 1987, as opposed ta the populist theme of 2
‘Maghreb of the people’, which was advocated by Houari Boumedienne throughout

the 1960s and 1970s.%"

Economists recognised that Maghreb economies shared many siructural iraits,
including dependence on single commodity exports, Jack of infrastructure and small
economies of scale, necessitating a regional framework for economic development.
Joint industrial projects, joint development of transport and communications
infrastructure, financial and monetary coopetation (all Maghreb currencies were still

inconvertible at the time} and joint trade promotion were viewed as the desired road of

% See Moncel Magliroug, ‘Incident de parcours’, JE4, No 185, 1989, p

3" For further elaboration see Khlifa Chater, ‘Les enjeux de I'’AMU d’aprés les textes organiques et I¢
discours officiel’ in Ltudes fnternationales, No 41(d), 1991, pp 88-21 and Panl Balla, Le Grand
Maghreb, 1990, pp 246-243

5 Said Hamdouni, ‘Les tentatives d'iniégration des pays du Maghreb face a ['clargissement de la
CEE’, June 1992, pp

376 See RA Mortimer, ‘Maghreb mattere’, Foreign Policy, No 76, 1989, p 164
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regionalism, and not only trade liberalisation.””

This informed the programme of action adopted by AMU heads of state at the first
summit meeting, A gathering of AMU foreign ministers in October 1989 approved a
set of priorities for 2 regional programme of aciion. These included regional
cooperation to secure food self-sufficiency; regional financial cooperation; common
projects to develop basic infrastructure; human resource development; the
consolidation of different trade and development relations with the EEC; studying the
implications of Evrope’s unification in 1992 for the Maghreb; and the collective
management of debt and unemployment in the region,*™ The regional programme of
action included a mandate to create a trade information system and mechanisms to
finance transactions, the harmonisation of credit and insurance industries throughout
the region, embarking on a trade liberalisation scheme and jointly developing a
regional transport network.’” It also provided for replonal cooperation in food
security, energy, maritime and air {ransport, post and iclecommunications and

‘ustrial development.*®

The 1989 AMU Treaty envisaged three main objectives: to develop a regional
response to the unification of Europe, to promote a regional development strategy and

5", The regional integration

to serve as a step towards the unity of all Arab state
approach agreed upon by AMU leaders can be found in three central texts. These are
the ‘Maghreb Strategy for Common Development’, the ‘Convention on Trade in
Agricultural Producis® ang the ‘“Maghreb Trade and Tariff Convention’. The latter
two were adopted in July and May 1990 respectively by the Council of Foreign

Ministers,>?

317 Boyclra Muftisade, ‘Comment faire I'Union économique Maghrébine? Cooperation ou
intégration?" in Revie Bangues et Enterprises, No 27, 1990, p ?

™ Malika Hattob-Christmann, *Les relations commerciales Maghreb-CEE: enjeux ct perspectives’ in
Revie Marocaine de Finances Publiques e d’Economiv, No 7, 1991, pp 50-52

9 Bonchira Muftisade, ‘Comment faive 1'Union Economique Magrébine: coopération ou intégration® in
Revie Bancaire et Enterprises, No 27, 1990

3 See Sand Amrani and Naijib Lairini, op.cit,, p 352

3 gee Khalifa Chater, ‘Les enjeux de L'AMU d’aprés les textes orpaniques ct le discours officiel’ in
Epedes Internationales, No 41(4), 1991, pp 84-91

32 Soe uppendix twa for the full text of the Convention on Tariffs and Trade
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To understand and evaluate the regional integration approach of the AMU, the aims of
the regionalist project need to be unpacked. If the aim were primarily to benefit the
matginalised population, and not the eliic, a production integration approach would
necd to accompany market infegration. This would avoid replicating the situation that
existed at the end of the nineteenth century whe Maghreb colonies and protectorates
were fully integrated into the produclive system of France, but to the detriment of the
local population.  However, the =  vatory committee assigned to make
recommendations for an integration app..sach before the February 1989 AMU
Presidential Council Suromit in Marrakech, proposed the classical linear stage-by-

stage approach first theorised by 3ela Balassa (see chapter one),*™

The Maghreb Strategy for Common Development, adopted at the third AMU summit
in Ras Lanouf, followed this recommendatior sndl proposed the following four stages
for the progressive integration of the regio ..

1) the conclusion of a free irade area by 14»2 sxempting all products originating
from within the region from customs duties and progressive lowering tariff
bariers and elimination of NTBs such as import licences and guotas on factors of
production;

2} a customs union before 1995, lifting all administrative constraints on intra-
regional trade, devising unifonm custors taxes and practices {eg 2 unified customs
nomenclalitre and harmonised customs regulations) and a common external tacif€;

3} a common market by 2000 that will allow the free movemsnt of goods, people,
capital and services and finally,

4) the harmonisation of fiscal, monetary, social and economic policies,’

This plan of action was accompanied by a Convention on Trade in Agricultural
Products, which aimed to promote agricultural production in the region, and facilitate
the free {low of hasic agricultural products such as cereal across national borders to
allgviate the food security crisis. The third pillar of the regional integration strategy,

the Trade and Taviff Convention, stipulated that tariffs and non-tariff barriers to intra-

3% See Amrani and Laimi, op.uit, p 353
3 See Khemais Krimd, *Faiblesses, forces et perspectives du commerce inter-Maghrebin®, L'Economist
Maghrébin, No 91, 27 Cctober-9 November 1993, pp 21-23
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regional trade be eliminated gradually. To facilitate the implementation of this
Convention, AMU member states had to develop lists of products for each country to
be exempted from tariffs and non-tariff barriers in other member countries. These
lists would gradually be expanded.’ This 'posilive list' approach was more
appropriate to developing countries such as the Maghreb countries, which still needed

to protect sensitive, strategic, or infant industries.

However, these conventions were never accompanied by a formal agreement to
promole a joint regional industrial development or a regional poverty alleviation
strategy. Freeing trade in a region with the structural economic characteristics of the
Maglhreb, lacking actval trade complementarities, would be premature and have very
little impact on economic development. Joint industrial cooperation should take place
first to develop a regional indusfrial base, regional transport infrastructure and create
complementasities, in a gradual way. Although the AMU Treaty promoted both the
integration of national markets and the regional integration of production, this

approach was never followed up through a formal mechanism. ™

The Economic Commission established at the Zeralda summit proposed that existing
bilateral trade agreements be generalised to include all AMU member countrics.
However, it did recognise that obstacles to such generalisation still existed, for
example, Maghreb economic operators in one country did not know the economic
operalors or even the legislation in neighbouring countries. The Commission further
more recognised that regional market integration would be conditional on the
development of complementary regional productive capacity, which was also one of
the aims of the AMU Treaty, The fear of a closure of European markets to Mahgreb
exports after the 1992 Maastricht Treaty partly fuelled the Commission’s proposal
that joint ventures in motor manufacturing and joint banks be established among

7

Maghreb countries,® To promoic regional self-sufficiency, the Commission also
o4 P g

recommended (he integration of the regional productive apparatus and reducing

385 See Fathalla Qualalou, Aprés Barcelone, le Maghreb est nécessaire, Les Editions Toubkal,
L'Harmattan, Casablanca and Paris, 1996, pp 25-26
3% Moncef Mahroug, ‘Maghreb: mode d’emploi’ in I£4, No 178, 1988, pp 23-24
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dependence on food and technological imports.

Regional integration was therefore, to go beyond the elimination of trade barriers, and
had to include the integration of the production structures of Maghreb states. The
recommendations of this commission came close to the objective of developmental
regionalism, namely to satisfy the basic needs of Maghreb peoples in a sustainable
way. Theorctically, integrating production structures would create employment and
spill over into upstrcam and downstream industries. The various industrial sector
branches that would lend themselves to integration across national borders were the
electrical and mechanical industries in Algeria, the non-iron and mechanical industries
in Morocco, the construction, chemicals and plastics industries in Tunisia and the
mechanical and construction industries in Libya.”® Three conditions, however, were
necessary before such integration could take place: a common regional menetary
policy, a regional price system that would permit internal accumulation, and coherent

technological policies.

Theoretically, a new, more preductive regional division of labour would emerge if
national states coordinate their economic policies. This, however, presupposed the
existence of complementarities between national economies, while Maghreb countries
produced mostly the same goods for the same markets. This necessitated regional
planning of production, *° In this regard, the Economic Commission recognised that
intra-regional trade was not weak because of trade barriers, but because Maghreb
countries did not. produce products that they can trade with one another. A regional
developmont strategy would therefore need to be developed to exploit potential
complentarilies and reorient agricultural production towards regional consumption
needs. To transform potential demand into actual demand, however, would
necessitate the development of an integrated regional commercial and economic
space.  Table two gives an overview of potential complementarities for some

Maghreb products.

%87 Algeria and Libya already boasted six joint ventures in the energy and manufacturing scctors by
1989, See Africa Research Builetin, Vol 23(2), 1989, p 9457
*® See Ait Amara and Ben Hammouda, Revie Tunisienne d'Economie, 1993, pp 25-60
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Table 2: Potential complementarities for some Maghreb products

_ _ - Production -~ . "~ " Total = .~ - Potenial
. A]géria .. Libya . .. Moroceo -_ ; _f\féﬁljital:lia R 'Tunisia'.-.':._M:lgl_n_'.cb' . -markéts‘
Fish' 70000 7800 595324 104100 02681 809843 Al
1986 (lons) Libya
Wheat flour® 690000 160000 2060000 489000 3348000 Algeria
1985(1ons) Tunisia
Sugar® 7000 623000 79000 709000 Morocca
1985 (tons) Algeria
Libya
Olive 0il? 16000 26000 31000 95000 168000 Algeria,
1985 (tons) Moracco
Libya
Mauritania
Iron & steel® 1665000 50000 28000 160000 2155000 Libya
1985 (lous) Mauritania
Tunisia
Moracco
Phosphate* 1203000 21178000 5900000 28281060
1986 (tons) Algeria
Triple super® 24000 600000 966000 1590000 Libya
phosphaicw ’ Mauritania
1986 (tons)
Raw petrol® 31500000 48600000 5000000 85100000
1987 (1ons) Moracco
Natoral gas® 89919 8268 800 98987 Tunisia
1987 {cubic ) Mauritania
melers)
Notes:
1. Total Maghreb consumption is very weak, 1,8kg/Algerian and 14kg/Moroccan
2. All five Mahgreb countrics import wheat or flour, sugar, and vegetable and animal oils, Only

Tunisia cxparts olive oil, but imports large quantities of animal and vegeitable oil
3. Maghreb consumption is 5 million tons, Real demand is closer to 7 million tons. Algerian
production functions only at about 39% of capacity

4, To raise production capacity in superphosphates (especially in Morocco), the Maghreb countries

2 See M Bentahar, *Politiques économiques et dynamiques Magrébines® in A4/ Mayadine, 1990, No 6,
1990, pp 45-56
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can respond to (he imniense needs for agricultural development in Alperia, for example

5. Total Maghreb consumption is 19866 million tons of petrol 2nd 1689 million tons of natural gas.
Totat energy demand in the region will be around 55 million tons in 1995 and 67 million in 2000,
with an average growth in demand between 1995 and 2000 of 4.2%. Tunisia will nat export petrol
from 1991,

Source: Mohsen Toumi, ‘Des développsments “égo-centrés” au développement solidaire’, B

Kadmani Darwisk and M Charouni Dubarcy, Maghreb: les années de transition, Masson, Paris, 1990,
pp 178-9

The Commission further recommended the creation of regional development poles in
different sectors, to exploit economies of scale and to curtail the under utilisation of
prodactive capacity. Vehicle asseinbly plants in particular would benefit from joint
production ventures, which case a regional investment code would become

necessary.™®

Concomitant to this, a regional transport network would need to be
established, @nd national monetary policies harmonised. Teo facilitate trade, credit
agreements would need to be established as well as compensation mecha~sms for
those governments losing their tariff-based revenue® The different economic and
financial sysiems in AMU countries, cust~ s barriers, non-harmonised fiscal,
monetary and financial policies and non~convertil:.ble curtencies have thus far
.constrained the establishment of a regional financial market. An integrated regional
financial market would create economies of scale, secure the optimal allocation of
resources threnghout the region, ensure the balance between demand and supply, and

provide finance for Maghreb businesses. These are all necessary measures for the

development of a regional industriaf base.*”

The development of a regional transport network is another necessary, although

insufficient driving force for equitable regional economic development. Maghreb

¥ For a critical appraisal of (he potential for a regional automobile industty, see Adnan Ennifer, ‘Une
industire automobile 3 1’échelle du Maghreb: séalité on ntopie?’, Le Grand Maghreb, No 51-1,
September 1986, pp 389-390

¥ See Aovam Maryém, ‘L'intégralion maghrébine & la lumiéte du waité de Marrakech et des textes y
afférents’ in A7 Mayadine, 1990, pp 61-73 and Rhomari, ‘L’Union du Maglreb Arabe’, in RS54, No 4,
1991, pp 680-681

3 See Tahar Raji, ‘Marché financier et intégration économique Maghrébine’ in /EA, No 184, 1988 p
87
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countries have inherited a highly unbalanced spatial and economic infrastructure. To
rectify this would necessitate a political commitment to eplarge the percentage of
GDP spent on road transport, especially in Mauritania, which had the weakeat road
links. Until the creation of the Maghreb Commissionr of Road Transport in 1994, no
region:.' regulatory framework existed for road transport networks. Although 2
railway transport comiuittee was eslablished in 1965, Libya and Mauritania only
became members in 1990 and the Libyan railway system was still .. linked to the
regional network. The agreement on rvailway transport provided for the reciprocal use
of rolling stock and containers, a compensation. mechanism, and a uniform transport
contract procedure ~ the latter has been the only measure that has been

implemented.*®

Maritime transport agreements have remained at bilateral level only
and the permanent Maghreb Aviation Commission focus has remained on unproving
air linkages to Europe and not between Maghreb countries — adminisirative anc
customs practices at Maghreb airports are still not homogenous. Ar part of a regional
development strategy, it is imperative that the development of a regional transport
network corresponds to investment and production planning; this has n'.ver rereived

serions attention in the work of the AMU infrastructure ministerial cor- wission.

Various AMU bodies as well as policy advisers highly recommended a sectoral policy
coordination approach to regional developmen. mtegration, which would mean
coordinating national economic seciors, though joint projects. Through sectoral
coordination, productive structures could be created and diversificd and foreizn trade
and economic policies could be harmonised in a stronger regional forum for
international negotiations. This was based on the theory that lesser-developed
countries in close geographical proximity should c¢oordinate and jointly stimulate
investment flows and employ previously idle factors of production to strengthen the
production process.  Since the prerequisites for a liberalised regional trade regime

were not in place, regional infrastructure coeperation could create the basis for trade

¥ For further delail see Tarik Ezzaki, ‘Le Maghreb des transports et des commumications’, in Revue
Marocaine de thoit et d’économic du Développement, No 27,1994, p 9
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through joint industrial planning,*”

It is clear that those advising AMU leaders under-too:d that a2 mere trade liberalisation
approach would nnt have been appropriate to ensure equitable regional economic
development. It has been estimated that to realise even 30 per cent of the trade
potential between AMU member countries, joint industrial projects would be essential
to stimulate intra-industry trade. Cooperation in the agricultural sectors (Morocco in
hydrotic sector and Algeria in agricultural equipment manufactures) and a regional
technology and scientific policy would also complement regional industriaiisation,
Therefore, to achieve an integrated economic community, Maghreb siates would need
to harmonise their soctal and economic policies, promcte the free circulatiowof goods
and production faclors in the region, harmonise financial and monetary policies,
coordinate sectorat policies and reach a common position vis-d-vis other economis

groupings.’®

Despite the many trade agreements between countiies in the region since the 1960s,
there has hardly been any increase in trade, partly due to the fact that joint regional
production ventures were not created and production was not diversified. What was
needed in the region, therefore, was partial trade liberalisation, regional industrial
development strategies, trade facilitation, joint tariffs on trade with third countries and
a joint negotiating position towards the European Union**® Complementaritics
between the Tunisia and Morocco, the main agricultural preducers, and Algeria and
Libya, the main hydrocarbon producers, also had to be exploited through joint

strategies.

Experience from other regional groupings in African and Latin America has shown
that in regional greupings of developing countries, a mechanism to compensate those

states that depend on tariff income for a large share of their revenue needs fo be

¥4 See chapter one for further elaboration. Peter Robson, in Integration, Development, and Equity:
economic integration in West Africa, George Aller and Unwin, Londan, {983, discusses the need for
infrastructure development in developing regions in detail.

3% See Youssef Tahiri, *AMU-CEE: analyse d’une réalité et schémas futurs’, Etudes Internationales,

No 48, 1993, pp 141-144
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created. The creation of such a mechanism was explored at the third AMU Summit at
Ras Lanouf in 1991 (see below), but was never followed up. Also, in such groupings,
a longer transition periud towards a free trade area is necessary, to allow different
economic sectors in the member states to adapt to increased competition, In similar
vein, each state should be able to integrate first thuse sectors of the economy that
would benefit most from or be least affected by the lowering and gradual elimination
of import tariffs. This has been termed a ‘multiple speed’, ‘variable geometry’, or
'positive list' sirategy, and other regional groupings in the developing world such as
the Southern African Development Community {SADC) have experimented with this
approach. There is no evidence that AMU has seriously explored such a strategy.

According to Ahrmed Larbaoui, executive secretary of the AMU General Secretariat,
natural gas and hydrocarbon transport projecis had the potential to ‘cement’
regionalism in the Maghreb, as cooperation in these areas have continned functioning
despite the political i passe that have stalled all other regional activities since
199577 They .night even lead to a resumption of political cooperation. This beliet is
drawn from the neo-functionalist theory of Richard Haas and Joseph Nye (see ehapter

one}, but in the case of UMA, has not led to increased political cooperation. ™

Still, energy has always been a sector around which regional cooperation took place
the Maghreb. In 1983, Algeria, Tunisia and Libya nepotiated a joint venture to
construct 2 gas pipeline and in 1992 Tunisia, Algeria and Libya agreed to the
construction of a gas pipzline that would transport gas inte Europe through Libya and
Tunisia. ** Tunisia was granted permission to consume gas from this pipeline. In the
same year, Algeria and Morocco negotiated the consiruction of a gas pipeline into

Spain.®™ This pipeline would provide Algerian and Moroccar. villages and towns

3% Yee M Bentahar, ‘Politiques économiques et dynamiques Magrébines’, in 47 Mayadine, 1990, pp
48-52

37 1n 1995, the Algerian government submitied a letter to the UN Security Council in which it
criticised the UN Secretary General's propasals for the Western Saharan referendum. The Moroccan
government took exception to this and called for the freezing of all AMU activities and institutions,
¥ Sce Gharouli Mecamcha, ‘L’intégration économique des pays du Maghreb: deux examples — les
hydrocarbures gazeux et la question alimentaire’,4/ Mayadine, No 6, 1990, pp 75-81. By early 1999,
ihe political impasse in the AMU has still not been resolved and regional activities resumed, despite the
successful completion of these projects,

¥ See Moncef Mahiroug, ‘Le Magheb des gazoducs’, in /E4, No [85, 1985, p 14

900 See Said Hamdouni, ‘Les tentatives d'intégration des pays du Maghreb face d 1'elargissement de la
CEE’ in Etudes htternationales, Vol 23(2), June 1992
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with gas, and in w next phase, be extended from Spain into northern European
countries such as France and Germany.™ Libya’s gas pipeline, built after a contract
was signed between Agip and Libya’s National Oil Corporation in 1992, would
transport 8-10 billion cubic metres of gas a year between Libya and Sicily and from

there to the rest of the Italian gas network for an initial period of 25 yeass'®,

3.2 AMU institutions

The AMU Declaration, Treaty and Programme of Action all reflected the
preoccupation of Maghreb founding members with the classical distinclion between
admimstrative, technical and political organs, based on the EEC model of institutioral

3 The most innovative institutional structure was the Consulfative

integration.
Assembly, which could patentially altow for popular participation in regional affairs.

However, this body has been marginalised, and as is the case with all other AMU

bodies, remained subordinated to the directives of the Presidential Cous :il.

The commission established at the Zeralda Suminit to make recommendations on an
appropriate institutional framework for regional integration, suggested a federalist
model of regionat cooperation. They based thpir suggestions on the examples of the .
BEuropean Economic Commission and the Arab Cooperation Council. Legal experis
differ about the definition of the regional institutional framework. While some
maintain that the AMU is a federalist-type arrangement, others view it as a grouping
somewhere between a classical alliance and a confederation, as there is no iransfer or
delegation of competence from national governments to a supranational institution.
This means that it had the legal powers of an international organisation'®. But,
despite this legal status, the concentration of power in the Presidential Council meant

that priorities were only defined at the higliest executive level, which did not allow for

1 gee ‘6 Milliard de m3 de gez trapsiteront par le Maroc’ in L ‘Econontiste Maghrébin, No 60, Augusl
1996, p 25

92 See Maschées Tropicaux, 24 January 1992, p 191

105 Bor full details see Rhomari, *L'Union du Maghreb Arabe: édification d’un space comrercial et
financier’, RISA, 1991, pp 680-681

3 For a detailed argoment on the legal structure of the AMU see Abdelkader Kadiri, ‘Reflections sur
le Traité de Marrakesh®, in Révie Général de Droit nternational Public, Volume 35(1), 1994, pp 79-
89
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technical cooperation between fnctionaries without direct political oversight,™ The

principle of state sovereignty primarily guided the composition of regional institutions

in the AMU and was also responsible for the inter-governmental, rather than surpra-

national character of regional institutions,

institutions of the AMU ag it they were constituted in 1992.

Figure two ouflines the struciure and

Figure 2: The structure of the Arab Maghreb Union
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% See Harelh Mzioudet, ‘Les Institutions de I'AMU” in Enudes Internationales, No 41(4), 1991, pp
70-79
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By 1992, the AMU comprised the following institutions:

¢ A Presidential Council with exclusive decision-making powers. The mandate of
each president would last six months and summits would ideally take place twice
yearly, in January and July. Member states would host summits in alphabetical
order. The Presidential Council has only met six times since the Marrakech
Summit, between July 1990 and April 1994, before an impasse was declared in the
Union in 1995, Ministerial a. « cxpert group.meetings between these sumunits
have prepared close to 40 conventions on all sectors of cooperation.

« A Council of Foreign Ministers, which prepared the sessions of the Presidential
Council. It was the principal liaison between the Follow-up Committes and other

organs of AMU. It had the primary responsibility of averseeing the programme of

action, and the comunon development straiegy. Not only did it have to examine
proposals prepared by the specialised ministerial commissions and the follow-up
coruittee, but the Council of Foreign Ministers also had to give direction to the
Presidential Council, make recommendations and introduce new projects.

e A General Secretariat, headed by the Tunisian Mohamed Amamou and based in
Rabat, had to implement the decisions of the Presidential Couricil, It had to
coordinate with the Follow-up Committee, keep the AMU archives, and liaise
with other AMU bodies. It was also the legal representative of the AMU.
Mohamed Amamou was nominated in 1991 as secretary general for a mandate of
three years, after two years of indecision as a resnlt of differences amoag member
states on the creation of a secretariat, its functions and prerogatives, and its
location,**®

» A Follow-up Committee, comprising the minister for AMU affairs of each

member slate, had to oversee the implementation of the Presidential Council

decisions. To do so, it had to coordinate with the specialised ministerial
commissions, and general secretariat. It met as often as necessary. During the
first years of the AMU the Follow-up Commiitee played a central role. It

generated most of the ideas, projects, and principal texts, and played an active role

96 Tunisia insisted thal the AMU secretariat be hosted in Tunis, whereas Morocco insisted that its
headquartexs be in Rabat.
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in coordinating AMU affairs. Aithough it reported to the Council of Foreign
Ministers, this Committee saw itself as the 'engine’ of AMU cooperation, although
later on it became marginalised within the operations of the Union.

» Four Specialised Ministerial Comumnissions were established to examine and niake
recommendations to the Presidential Council on the issues of food security,
economic and financial cooperation, infrastructume and human resources. *7 These
Commissions provided the broad direction for regional policy and project
implementation, as defined by the Presidential Council. Together with the General
Secretariat and the Follo-up Committee, they identified the priorities for regional

cooperation. Three of the commissions were divided into ministerial councils.

The structure of these commissions were based on the European Comunission, and
was a compromise between the Algecdan and .Joroccan proposals on how to
structure (he operations of the AMU.'®

The four commissions dealt respectively with hunan resources, finance and the
economy, infrastructure, and food security. Six ministerial councils coordinated

the work of the Specialised Ministerial Commission on Human Resources. They

were divided as follows: education and teaching; culture, information, youth and
sport; training, employment, social questions, and emigrants; health; juridical
questions, and interior affairs such as movement of people. Five ministerial
councils coordinated the work of the Ministerial Commission on Finance and the
Economy. They were divided as follows: planning; mining and energy; finances,

customs, insurance, and accounting; industry and crafts; and services and tourism.,

The Speciatised Ministerial Commission on Infrastructure was divided inte the
following ministerial councils: postage and telecommunications; transport;
housing and urban jssues; public works and equipment. All of these had working
committees and committees of experts to assist them in their task. Finally, the
Specialised Ministerial Commission on Food Security was organised into four

working committees: agricultural development; ground transformation; hydrolic

7 1 July 1995, a Maghreb commission for citrus fruits and early fruits and vegetables was appointed
to find sohutions to th, continuing food security crisis, partly as a result of cyclic droughts, in the
region. Sea La Presse, S May 1995, p4
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energy; and food industcy development.

A. Consultative Council, comprising twenty representatives from each member
country, was to meet once a year to advise the Presidential Council on all
decisions. The Council hoped eventually to make recommendations of its own
regarding AMU’s programme of action. However, this Council, which was
supposed to be the genesis of a Maghreb parliament, met for the last time in 1992,
par ly because of the dissolution of the Algerian national assembly in January
1992. Since its inception, this body had wanted t, play a more »yoactive role, for
exampie studying ministerial commission proposals before they were
recommended to the Presidential Council, but the Council of Foreign Ministers
and the Presidential Council both marginalised it. It wanted the same prerogatives
as the Buropean Parliament and to this end even organised itself info five
commissions: political affairs; finance, economy, development planning and food
security; juridical affairs; human resources; and infrastructure, modelled roughly
on the Specialised Ministerial Commissions.

A Court of Justice, established in Nouakchott, comprising two judges from each
member country with a mandate for six years was to mediate in disputes betveen
member countries where the interpretation or application of the AMU Treaty is
concerned. Unfortunately, this institution has not yet been established when the
AMUJ reached an impasse,

A Maghreb University was to have been established in Libya,

A Trade and Invesiment Bank was to have been established, with its headquarters

in Tunis.**®

The institutional make-up of the AMU has been critisised on many grounds. It
precluded dynamic decision-making and responses to problems since all bodies were
subordinated to the Presidential Council, in whick ali decision-making power was
concentrated, It did not correspond to the institutional needs of a regional grouping in

the developing world and uncritically followed the EEC and Arab Cooperation

% The Tunisian govermnment proposed a much more flexible structure for AMU, with no permanent
commissions, but only ad hoc commissions to implernent feasible projects.

4" Far more detail on the functioning of these institutions see See Mohammed Ben El Hassan Alaoui,
La Coapération entre I’Union Européenne ¢t les pays du Moghreb, Nathaw, Paris, 1994, pp 130-159
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Council models of organisation. This was on recommendation of Morocco and
Algeria. Tunisia, however, wanted a more pragmatic and flexible structure. The
provision that all decisions taken must have a unanimous vote from all five heads of
stale paralysed the nrganisation. The jurisdictional organ, a first for regional schemes
in the Arab world, was neither credible nor efficient, in fact it never ruled on any
disputes. Ailso, there was no provision for a transfer of competence between the

legislative and executive branches of AMU"™.

Not only did these bodies and national functionaries have no history of working
together, after the dismantling ¢* .he Permanent Maghreb Consultative Council in the
early 1970s, but there was much competition among AMU bodies for pre-emunence
and status. The Maghreb Consultative Council suffered as a result: in 1991 the
Follow-up Commiittee ruled that this body should only be consulted as the Presidenti-
Council sees fit, and that it would have no role in regional project and policy initiation
or formulation. Finally, the AMU General Secretariat only staried operating in 1992,

which slowed down the regional cooperation process considerably.

3.3 AMU Summits

- -

Only six heads of state summits have taken place after the signing of the Treaty of
Marrakech treaty in 1989 and before the regional project reached an impasse in 1994,
These sununits had prepared a total of 41 resolutions and conventions, almost none of
which had been implemented. The first summit of heads of state was heid in Zeralda,
Morocco in 1988. Five commissions were subsequently mandated to research and
make recommendations on key issves that would afi.. t the regional integration
project.'' The reason for appointing these commissions was that there was no
consensus or clear proposals that could define the objectives and processes of regional
integration, The Zeralda Summit, as was shown in the previous section, was but the
outcome of series of regional meetings where national objectives and ambitions were

preponderant. Some would argue that this pattern continued over the next six years,

42 Rar a more detailed critique see PS Agate, ‘Cooperation CEE-AMU” in Le Maghred, L'Europe et la
France, CNRS, Fads, 1992, pp 123-125
I See Paul Balta, op.cit., pp 244-248.
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and that a coherent regional strategy and ohjective never guided the regional project.
2 The principle of heads of state sui =it meetings, as the £>le site of regional
decision-making, was adopted at the Zerz!da Summit, Figure three below gives an

overview of AMU regional summits and presidencies.

Figure 3: AMU regional summits and presidencies

.Zé.:rzdclé " . 0ctoberi988 — Morocco - '..jﬁ'lyzl.i).gb-fanuary.i996 |
Marrakech February 1989 Tunisia January 1990-July 1990
‘Tunis February 1990 Algeria July 1990-January 1991
Algiers Tuly 1990 Libya January 1991-July 1991
Ras Lanouf March 1991 Morocco July 1991-January 1992
Casablanca September 1991 Mauritania Januory 1992-July 1992
Nouackchott November 1992 Tunisia July 1992-January 1993
T'unis April 1994 Algeria January 1993-July 1993

Mauritania July 1993-January 1994
Morocco January 1994-July 1994
Tunisia July 1994-Janpary 1995
Algeria January 1995-July 1995
Morocco July 1995-January 1996

Sources: Fatallah Oualoulou, Aprés Barcelone...de Maghreb est nécessaive, Les Editions Toubkal,

L'Harmattain, Casablance and Paris, 1996, pp 320-323 and Jeune Afrigue, No 1540, June 1992, p 24

At the first summit of heads of state in Tunis, political differences did not prevent the
meeting to reach consensus decisions about the structures of AMU and to release joint
political statements about events external to AMU. Summit representatives decided
to enlarge the Consultative Council to 20 representalives from each country and
appoint four ministerial speciolist comumissions. It was also agreed that foreign affairs
and defence ministers would henceforth partake in AMU Presidential Council

meetings, and that the Council would mandate all other AMU permananent and ad

412 Sce Habib Slim, op.cit., p 59
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hoc institutions. At this sumnit the possibility of cooperation with the Gulf Arab
states and more specifically the Arab Cooperation Council, as well as the EEC, was
explored.” Maghrco leadets were basing many of their decisions and concerns at this
summit on the imminent signing of the Single European Act in 1993. In this regard,
Morocco, in particular, was very optimistic that the southern Mediterrancan states
would increasingly become an increasingly important market for the European
Union. ™ The Moroccan government assumed the first presidency of AMYJ. It was
under its leadership thal the structures of AMU were set up (see above), Tt was also
under the Moraccan presidency thal the trend developed to discuss orly technical and

not political issues affecting regional relations at AMU summits.

Participants at the second summit of heads of state in Algiers started laying the
foundations for the establishment of a customs union in the Maghreb. The decision to
establish a customs union was partly motivated by the desire to sign jointly future
agreemenis with other regional groupings. The summit could not reach an agree' 1ent
on the nationality of the AMU Sectetary General or whete to locate the headquarters
of the General Secretariat. Once again, intenal palitical problems, this time Islamic
opposition in Algeria and Tunisia, were not discussed. Furthermore, Libya was not
able to convince AMU member states to condemn the position of the US on the
Lockerbie issue. Five agreements were signed at this summit, launching a common
market for agricultural goods, instituting regional health controls and developing
regional investment, taxation and overland passenger and goods transport rules,
However, an agreement signed 2 the previous summit to establish a joint Maghreb

airline and identity card have not yet been ratified by any of the member states. !’

At the third summit of AMU in Ras Lanouf, a four-stage trade integration approach

was adopted, as well as a scries of resclutions on infraseucture development. The

412 Algeria and Morocco had political differences because of the Western Sahara crisis. Mauritania and
Morocco had differences because of the latier’s support of Senegal. Algeria and Tunisia experienced
political icnsions because of Algeria’s legalising of the Islamic Salvation Front, which the Tunisian
regime believed was thwarting its own dealing with the Islamic movement. Thnisia and Libya had
political tension because Khadaffi had net with Sheik El Gannouchi, siead of the Ennahdah Islamist
opposition movement in Tunisia. For more detail sec Mchamed Quenzerfi, “Un jalon de fonctionalité’,
in JEA, No 187, February 1990, p 29

4 Qee 7o Libéral, No 24, Febraary 1990, p 11

181




summit insisted that AMU was to be a step towards a united Arab world.*"® At this
summit, resolutions on human resource development, infrastructure development,
food security, economic security and financial cooperation were adopted. Morocco
Iobbied for the Consultative Council to be enlarged, but it was still not granted any
iegislative competence and it continted to be marginalised."’ The Ras Lanouf
summil also fir *'v agreed to the establishment of a permanent srcretariat and the

appointment of a secretary general for AMU.

By 1991, AMU member states have still not started harmonising their very diverse
economic development policies and continued to disagree over the solution to the
Western Sahara conflict. They differed on how to deal with Islamist epposition in the
Maghreb polity, as well as the sanctions imposed against Libya as a result of the
Lockerbie affair. They also could not reach agreement on the ouicome of the recent
Mauritanian elections. Despite these political differences, all agreed, at least at the
rhetorical level, on the benefits of regional economic integration, namely the creation
of economies of scale, beiter productivity, and increasing competitiveness. The Union
of Maghreb Banks was established at this sumumit, with more than 70 banking
iustitutions throughout the region joining this body. The five AMIJ member states
would hold equal shares in this Bank."® This summit also spent much time reflecting
on joint future financial institutions in (e AMU, considering amongst o*her a
proposal for the establishment of a Maghreb Trade and Investement Bank, which
would lend capital to non-Maghreb states and invest mainly in agricultural

development.*?®

This Summit furthemmore agreed to schedule the establishment of a free trade area by
1992 and a customs union by 1995, A provisional trade and customs agreement was

adopted, subject to specific conditions such as including anti-dumping measures.

45 Africa Research Bulletin, No 106037, 15 August, 1990,p 98

416 Qe Rachid Driss, ' L'Union du Maghreb Arabe apeés le troisiéme Sommet!, Etwdes futernationales,
Vol41(4), 1991, pp 170-171

47 Le Libéral, No 24, February 1990, p 11

418 parchées Tropicaux, 12 July, 1991, p 1790

19 The Summit also recommexded that reciprocal credit lines between the banks be made available in
convertible dinars. For more detatl see A Jawahid, ‘Se hater lentement’, in L 'Economisie Maghrebin,
No 55, June 1992,p 5
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Summit participants agreed on the necessity of introducing safeguard measures and
compensatory mechanisms in all trade-related agreements, as well as competition
regulation to avoid dumping, as a result of excessive export subsidies. By the time of
the summit, Tunisia was the only AMU member that has ratified all agreements on the
exenption of products of Maghreb origin from custoins duties, taxes and non-tariff
barriers such as import licences and quotas. Agreemunts that other member states
have failed to ratify included those pertaining to the harmonisation of customs
regulations and policies to establish a common external fariff and the sharing of

customs receipts.

Participants at this Sunmit also agreed to unify economic piicics and development
plans and to prioritise food self-sufficiency, integrated production, joint energy
projects, joint transport and communications programmes, and humann resource
development coordination within a regional framework,”' Wew sources of financing
for intra-regi~aal trade were to be made available, trade information was to be
systematically shared and a transport and telecommunications network created.
Heads of slate also agreed to barmonise transport development and to Iift all obstacles
that have so far prevented the development of a transport network in the region.
Another recommendation was to establish a Maghreb Payment Union, although at the
time of the Summit, some members have still not paid their shares due for the

Maghreb Bank for Investment and External Trade, %

All heads of state were present at the fourth summit Casablanca in Septemnber 1991.
Major decisions at this summit ‘ncfuded the location of AMU structures™, adopting
decision-making by unanimity, and establishing a calendar for the 5+4 meetings with

the four sonthern Mediterranzan European countries (France, Spain, Portugal, and

420 See Hassan Ben Abderrazak, ‘L Union du Maghreb Arabe — L’année decisive’, JE4, No 243, April
1994, np 6-7

2 See Hassan Abouyyoub, ‘Trade policies and economic integration among the Arab Maghreb Union
countries’ Said E1 Nagpar (ed), Foreign policy and intra-trade policies of the Arab countries, IMF,
Washington DC, 1992, pp 138-139

42 See Rhomar, op.cit., p 689

42 The secretariat was to be seated (n Rabat, the Consultative Council in Algiers, the Court of Justice in
Mouakchott, Mauritania, Maghreb Bank for External Trade in Tuais, and the Maghreb Universiiy and
Science Academy in Tripofi
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Greece), and Malta.”* Tunisia, however, was dissatisfied with the decision to locale
the AMU Secretariat in Morocco and voiced the concern that the chosen structmie
would not necessarily lead to the effective functioning of the AMU. In response, the
Summit appointed a Tunisian, Mohammed Amamou, as secretary general of AMU as
from Oclober 1991 for a mandate of three years. His appointment has been renewed

twice since that date.

At the fourth session of the Maghreb transport ministers in May 1991, they decided to
create a Maghreb air company, speedtrain, route network, a Maghreb metereological
centre and signed 2 multilateral agreement on maritime transport. They also agreed to
investigate how border procedures can be facilitated and legisiation unified to
promote more efficient transport of people, goods and merch: 1dise in the region.
At the meeting of foreign ministers in July 1991, they raised concern about the threat
of increasing trade pretectionism and stronger trade negotiating leverage, posed by
powerful regional groupiongs. For this reason, the meeting fully supported the 4+5
dialogue initiative with the European Mediterranean count:ies, which partners hoped
would solve security problems such as cross border drug smuggling. AMU ministers
also hoped that this dialogue would secure its continued privileged cooperation with
the E‘_EC.“” .
Hassan II and Khadaffi only sent representatives to the fifth summit in Nouakchott in
November 1992, There were already signs of an impending ‘impasse’ in the regional
project at this summit. Libya seemed more interested in a union with Egypt and
Morocco with the EEC. Libya also did not attend the summit due to a UN embargo
on air travel of its leaders.”®’ Also, after the third AMU summit at Ras Lanouf,
Khadaffi had hoped to prolong the Libyan presidency for six months, which was not

granted.”” Algeria had the most representatives at this summit, mostly (o prove that

420 See Enjeuy, No 33, October 1991,p 12

25 Qe Marchées Tropicaic, 24 May, 1981, p 1009

% Marchées Tropicaus, 26 july, 1991, p 1908. The 4+5 dialogue refers to a European-initiated forum
and process for institutionalised pelitical diatogue between the four Maghteb countries bordering the
Mediterranean, Tunisia, Morocco, Algeria and Libya, and the five European countries bordering (he
Meditetranean: Portugal, Spain, Greece, France and Iialy.

427 See Francois Soudan,op.cit. p 8

428 See Frangois Soudan, ‘Le Maglireb A trois’ in Jeune Afrique, No 1663, November 1992, pp 6-10
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the internal Algerian situction was ‘under control” and to secure a leadership role in

the region.**

Participants at this summit strongly condemned rzligious fundamentalism in the
region and called for efforts of all Maghreb governments to contain these currents.
The summit concentrated on three main themes: how to concretise the Maghreb
project, the implementation of conventions and agreernents, and AMU’s relations
with other groupings, especially the EEC. The Algerian president called for the
realisetion of joint projects and the revitalisation of intra-regional trade, the
identification of priority projects, and increased cooperation with northem
Mediterranean countries*. Palitical declarations adopted at this summit inclnded
opposition to the UN embargo against Libya, a declaration against terrorism in AMU
and a calf for the lifting of sanctions against fraq. However, no mention was made of

the referenduin in the Western Sahara.™

The Presidential Council called for an increase in financial resources to the AMU
Secretariat to enable it to facilitate the implementation of the 15 conventions that have
already been signed, and to be a more dynamic driving force in the implementation of
regional integration projects.  Only Tunisia has ratified the protacol for a free trade
area agreement. The secretariat was also to issue a regional identity carZi to allow the
free circulation of goods and people within all Maghreb countries. This summit
examined joint AMU preparation for the 5+35 Summit with the southemn
Mediterranean countries of the EEC and Malta, and resolved that the main obstacles
thus far to effective economic integration in the Maghreb were a lack of security and

technical capacity.*®

Of the 16 agreements that have been concluded until this smunmit, Tunista has ratified
all, Algeria and Libya 14, Mauritania 8 and Morocco none. The Tunisian leader, Ben

Alli, has been the only leader to have attended all summits up to date, and ratified all

49 Thid,

40 Marcheés Tropicax, 27 November, 1992, p 3128

1 See Marchdes Tropicatx, 27 November [992, p 3128

32 Qe Marchées Tropicauwx, 20 November 1992, No 2454, p 3071
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conventions. More seriously, none of the agreements have been implemented.
Reasoens for this vary and will be explored in more detail in the next chapter. Suffice
to mention that econemically, none of the Maghreb countries seemed ready for trade
Hiberalisation. Politically, Libya was still facing international sanctions. Algeria was
preoccupied with the Islamist uprising and Morocco and Algeria still had major
differences regarding the progress and conduct of the Western Saharan referendum.
There was still no freedom of movement befween borders and people moving between
Morocco and Mauritania even required visas® Many commentators started

questioning whether a Maghreb union exists at all outside of heads of state sutomitry.

At the sixth and last summit of AMU in Tunis in 1994 five conventions, respectively
on investment, trade in agriculture, free intra-regional ground transpodt of goeds and
people, phyto-sanitary prolection and an agreement against the double imposition of
tariffs in the region were signed. It took place at a time when intra-Magreb trade had
declined from 1990 levels and the problems around a referendum in the Westem
Sahara; international sanctions against Libya; and the low-level civil war in Algeria,
amongsl others, were continuing to prevent the implementation of regional projects.
The general lack of democratic consolidation in Maghreb countries has also been cited
as one of the main reasons for }11@ slow progress in regional integration five years after
regional leaders have committed themselves promote regional political and economif;
cooperation, The only concrete progress at the time of the summit has been the
adoption of a common regional customs poficy, as well as intra-regional investment
flow guarantees.™ This foll.owed a first conference of Maghreb enireprenecurs that
took place in November 1993, with the purpose of examining whether the Maghreb
cotntries could beconie the next ‘dragons’ of the developing world. The conference
examined themes such as export-oriented industrialisation, training and market access

{o Northern markets,*

Al this summit, 11 agreements were signed to promote various aspects of econemic,

3 Brangois Soudan, ‘Le Magiireb A trois® in Jeune Afrigue, No 1663, November 1992, pp 6-10

¥ See L'Cpinion, 30 April, 1994,p 1

5 Ses Moncel Maghroug, ‘Les entreprencurs maghrébins en conclave’ in JEA, No 236, Seplember
1993
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cultural and trade cooperation in the Maghreb. A declaration to establish an AMU free
trade area was also adopted. Summil participants decided to pursue the European-
initiated EuroMed dialogue at the Barcelona conference in 1995, which were to take
place between {he twelve EU member states and 12 “southern’ Mediterranean states,
Maglweb heads of state were particularly interested in concluding Euro-Maghzeb
cooperation charter that would guarantee better working conditions for Maglireb
migrant workers in Europe.’® As a resnlt of sentiments expressed at the summit,
Mohammed Amamou, secretary general of AMU, appealed to the international

community lo lift the unfair coercive measures imposed against Libya, "’

At a meeting of Maghreb foreign ministers in November 1994, at which the idea of 2
southern Mediletranean grouping was launched, Egypt applied for membership of the
AMU, as il was experiencing growing isolation in the Arab world. Egypt’s potential
coniribation to AMU, however, was questionable. It suffered from a state-run
inefficient economy wrought with social inequality, politics of exclusion, democratic
deficit, high levelc of indebtedness, food dependency and low levels of human
development.” Egypt could clearly benefit from a regional developmentalist project,
as well as the Maghreb political alliance, but had little to offer the Maghreb, except
adding its voice to negotiations for fair gid and trade packages with the European

Union.

A September 1994 attack on tourists in Marrakesh led the Moroccan government to
re-introduce visa requirement for Algerian citizens, which the Algerian government
followed up with visa requirements for Moroccan citizens. This led to the gradual
souring o’ velations between the two countries. A final break in theur relations, and a
subsequent freeze on all activities and institutions of AMU, came in December 1995
after Algeria criticised Morocco's conduct in the Western Sahara in front of the UN
Security Council (see chapter four). Three years later, the regional project still

lumbers in an impasse, with all political momentum for regional cocperation stailed.

436 For a detailed account of the 11 agreements that were signed, see La Presse, S April 1994, p 5

97 Jana News Agency, 2 April, 1994

8 For further deiail on Egypt’s request to become a member of AMU, see ‘Maghreb-sur-Nil’, Jeune
Afrique, Novemnber 1994, No 1768, p 17
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(LoNciusioN

At the turn of the decade, there was great optimism that developmentalist regionalisin
would go a long way to solve the crisis of underdevelopment in the Maglreb region.
Analysts, politicians ard observers argued that (he regio— possessed sufficient
technical knowledge and potential complementaritics 1o cooperate fruitfully in the
economic domain and benefit from economies of scale in joint production ventures. If
human resource development were to take place on a regional scale, the ensuing
development of humun capital would have enhanced production and created a large
internal market, which i turn would have led to economies of scale to fue)
internationally competitive production.’” This was possible partly because AMU
member states shared similar lifestyle and consumplion patierns, However, a decade
after the first high-level polilical commitments {owards regional inlegration were
made in 1988, the Maghreb still lacked ihe basic financial institutions and transport

indfrastructure Lo facilitate irade integration,

While there has been a slight increase in the intra-regional volume of iride; joint
enterprise development, development of border areas; and improvements in regional
infrasiructure; heterogenous economic structures, ideological diversity, dependency
on external powers and the absence of complementarily, served to undermine the
regional integration process. " To overcome these problems, a new spatial vision had
to be cultivaied, based on a regional analysis of underdevelopment. This would have

necessitated a regional development sirategy that went beyond simply ‘caiching up'

2 Sec Moksen Toumi, op.cit., pp 176-187
49 ‘This was despite the convergence in {leir cconomtic policies
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with the developed world. Also without resolving regional conflict over the Western
Saharan referendum, common interests would be insufficient to drive the regional

project.*"

Commentators already spoke of “disillusionment” with AMU in 1992, comparing the
body to the toothless and inefficient QAU and Arab League, Heads of state summits
were increasingly characterised by absences of leaders, postponements, and

reprisals.*?

Hamdouni characterises regionalistn as the development of a regional
system, comprising a grev~ of states linked by a comumon structure, institutional
. solidarity, autonomous  pranational organs, institulional coherence and an
autonomous decision-making process. This system develops in three phases:
cooperation, coordination and integration. Based on this definition, neither did any
regional system exist in the Maghreb between 1958 and 1988, nor has the AMU

progressed beyond the mere cooperation phase.*®

The collapse of common structures,
and the lack of autonomons supranational organs and decision-making processes has
left little hope for the development of a regional system, although this is not unique to
the Arab Maghreb Union. But, it has precluded AMU from negotiating fulure {rade
and development assistance packages with the EU from a stronger joint position.

Habib Slim described the 1988 Zeralda Summit, which has prcce‘ded the signing of
the Treaty of Marrakech, as nothing more than an accidental convergence of a series
of tactical manoeuvres in the Maghreb region. It was therefore not the result of a
regional strategic choice, expressed by clear political will that would translate into
long-term imperatives and perspeclives for the development of a political and

' This, logether with the non-fulfilment of three minimum

economic grouping.”
conditions for regional integration — democratic political regimes, a minimum

communal vision and a regional institutional structure — begin to explain why AMU

“! See Abdelwahab Bekhechi, ‘Le Maghreb: passé et perspectives: un point de vue Algérien’, in d!
Mayadine, No 6, 1990, pp 23-32

+2 See Francois Soudan, ‘Pourquoi L*AMU n’existe pas?” in Jeuse Afrique, No 1640, June 1992, pp
18-21

42 See Hamdouni, ‘Les tentatives d'integration des pays du Maghreb face & I’elargissement de la CEE’
in Etudes Internationales, Vol 23(2), June 1992, p ?

4 See Habib Slim, *L'évolution du Grand Maghreb entre le CPCM et la naissance de I’AMU”, Efudes
Internationales, No 4, 1991, pp 56-62
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hax become nothing more than an empty shell despite the imperative for
developmental regionalisin in light of changing global, regional and national
environments. The next chapter will assess the Maghreb regional integration project
since the creation of AMU, and try to explain its failure in the light of factors internal

and external to the region.
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its territory in 1995, in a near-repetition of a similar incident in 1985, only served to
underline the continuing immobility of labour in the region. Algeria’s criticism of
Moroce s for blocking the Westen Saharan referendum in 1995 before the UN
Security Council, led to Morocco’s unilateral call for a cessation of all AMU
activities, a stalemate which still continues, despite efforts of other AMU members to

revitalise the regional project.*®

.AM'U has not only come to 2 standstill on a political, institutional and societal level;
very liltle progress has also been made in fostering economic cooperation and
integration in the region. By 1998, the gradual tariff and non-tariff barrie: elimination
schedule, agreed to in principle in 1991, has not been finalised uad no implementation

time frame was in place.*®

No regional industrialisation strategy has been seriously
considered and most industrial cooperation agreements were being negotiated at a

bilateral level or outside of the AMU framework,

The previous chapter explored why Maghreb political elites attempted to set up an
institution similar to the European Economic Community, despite the absence of the
necessary economic and political preconditions for regional integration. This chapter
will examine th? nature of the political, economic and institutional obstacles that
continue to block developmental regionalism in the Maghreb. Ata technicat problem-
solving level, this chapter will argue that the authors of AMU shouid have employed
different instruments and approaches to realise regional iniegratior. T'cr example, the
policy elites of the Scuthem Afiican Development Coordination Conference (now the
SADC) have decided at its creation in 1980 fo follow a sectoral project coordination
approach. They believed this to be a more appropriate approach to the specific
historical, economic and political situation of the region than the EEC model of trade

integration.

Similarly therefore, AMU political [eaders could have followed a different more

499 These obscrvations are based on interviews, listed in the bibliography, and countless casual
discussions the author had with non-academics between 1994 and 1998,
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flexible institutional mode! and focused more on regional industrialisation than the
elimination of trade barriers between member states (an approach which was only
rectified at the fifth AMU Summit in 1992). Without altering the structure of regional
production and trade to create the complementarities and industrial base necessary for
trade to take place, a regional free trade area would neither exponentially increase
regional trade, nor would it lead to economic development. In this sense, classical
theory of regional integration hardly suffices to explain the failures of regionalism in

the Maghreb.

At a more critical level, however, it could be argued that since the mid-1980s the
intensified movement of global capital has forced Maghreb states to ‘become a
transmission belt from the global to the national economy, adjusting national
economic practices and policies to the perceived exigencies of the global economy’.*!
Coupled with this, the same ruling elite has continued its decades-old monopolisation
of political, economic, financial and security resources, silencing any serious
opposition, particularly the Islamist movement, to its increasingly unpopular rule
during the 1980s and 1990s. While this monopolisation has been assisted by popular
support for nationalist movements during and after independence, increasing popular
disaffection with the elite during the 1980s and 1990s has further reinforced the
suspicion of elites vis-a-vis tl;eir populations. The democratisation of the political

process has thus remained a fagade for the real power structures in Maghreb

societies.**?

In this context, Maghreb political elites have become miore accountable to the
directors of international financial institutions and multinational corporations, than to
the prople 13y were goveming, thus preserving aud consolidating their historical

networks Jf accumulation through their monopolisation of economic relations with

150 By Jupe 1994, before the imminent stalemate in AMU , the customs bureaux and departments of
trade and industry were still finalising the negative product lists, which detailed only those products
that were to be exempt from the tariff reduction schedule.

5! See Robert Cox, ‘Critical political economy', in Bjom Hettae (ed), Juternational Political Economy:
wunderstanding the global disorder, Femwood Publishing, Zed Books, Cape Town and New Jersey,
1995, p 25

152 Gee Beatrice Hibou and Luis Martinez, ‘Le partneriat euro-maghrébin: un mariage blanc?, Les
Etudes du CERI, No 47, November 1998, p 18
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the outside world. This new Maghrebi ‘transnational managenal class’ was less
committed to national economic development priorities than was, for example, the
East Asinn ‘developmental’ elite, who had pursued a transformative, structural
reform-oriented development agendz’, albeit in an authoritarian way, through state-
assisted capitalism in the 1970s and 1980s.* More important for the elite was their
adherence to macro-economic policy reforms designed by the World Bank and the
IMF, and anchoring these reforms through regional free trade area agreemeunts with
the European Union, thereby legitimising Maghreb regimes in the eyes of the

international donor and financial community.**

This interpretation is supported by
regulation theory, according tc which both growth and stagnation in peripheral
regions such as the Maghreb are the result of “general pattems of devefopruent that are
intricately linked to the international economy and that promote the breakdown of

local insitutional arrangements necessary for sustained development’.**

This chapter will examine the economic and political opportunities and obstacles to
developmental regionalism in the Maghreb at both a problem-solving and a critical
theoretical level. This will show that existing regional integration theory, bath of the
dependencia and the neo-classical school is insufficient for understanding the context

and failure of regional cooperation in AMU.
1. Economic obstacles

In classical regional integration theory, the lifting of tariff and non-tariff barriers to
the movement of goods, labour and capital in a region would create trade between
these countries in complementary goods and services, and in those goods and services
where they have a comparative advantag.”® Trade integration theorists argue that a

regional market would enhance under-utilised production capacity, thus leading to

53 Ope of the major component of a development state, according to Adrian Lefiwich, is a determined
developmental elite, quoted in Democracy and Development: theory and practice, Cambridge, Polity
Press, 1996

43 The concept of policy-anchoring wiil be explained in chapter seven

155 gee Dirk vandeWalle {ed), North Afiica: Development and Reform in a changing global economy,
MecMiilan, London, 1994, p xiii

*5¢ See chapter one for an explavation of Jacob Viner's customs union theory and the theory of
comparative advantage of David Ricardo,
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more efficient production and general welfare gains. This static gain, however, is
often not relevant for regional groups comprising developing countries, since it is
predicated on their ability to trade with one another in complementary surplus
products and on sufficient demanc absorb these products. This, in turn,
presupposes existing trade, sufficient growth and low income differentials between

the countries.

Not only do Maghreb countries compete for export markets for their similar export
products; inira-regional trade in the Maghreb has never exceeded 5 per cent of total
trade, even after the conclusion of the Marrakesh Treaty in 1989. Maghreb economies
are characterised by narrow internal markets, few capital-intensis ¢ indusiries, high
levels of tariff and non-tariff protection (even after economic reforms and tariff
reductions), excessive dependence on trade with Europe, insufficient agricultural
preduction, insufficient supply of goods for the export market, and a lack of export
diversification.’”” Furthermore, their income and economic growth pattems differ
significantly, as is shown in table one. Structurally, therefore, the preconditions for

regional economic integration in the Maghreb have been absent,

Table 1: Income and growth in Maghreb countries

-

- Algefts - Libya .- Mantitanin.;  Morgeco . Tuiisla;

GDPicapita 1992 (USS000) 1515 /A W0dz 1772

GNP/capita 1995 (US$000) 1600 N/A 460 1110 1820
GNP/capita 1997 (US$000) 1490 N/A 404 1250 2090
Real GDP 1997 (US$bn) 68.485 1.263 25.385 15.367
Average GDP growth -0.2% 3.5% 1.7% 4.4%
1990-19%¢

Average GNP growth 0.4% 2.2% 2.2% 5.0%
1990-1997

157 geg Hassan Abouyoub, ‘Trade policies and econornic integration among AMU countries’, in
Foreign Policy and Intra-trade policies of the Arab countries, IMF, Washington DC, 1992, p 36.
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Sources: African Developiment Indicators, 1997 and 1998/99, World Bank, Washington DC and
L’Economiste Maghrebin, No 95, 1993/4, p 18

Smaller developing states with limited industrial bases stand more to benefit from the
dynamic gains of regional integration, These include the creation of intemal and
external economies of scale, the development of local indusiries, more efficient
production through the sharing of technology, skills and other resources, the

diversification of exports, and joint negotiating power vis-a-vis external economies.

To exploit these potential benefits, however, regional groupings need to embark on a
process of policy harmenisation, production integration (to create complementarities
and comparative advaniage), and economic infrastructural development especially in
the transport, energy and telecommunications sectors, However, AMU governments
have done very little in this regard. This explains why, despite increasing economic
covergence, some progress in energy and industrial cooperation, and a booming
informal infra-regional trade, the Maghreb economies remain fragmented and are far
from realising a single regional economic space.

1.1 Economic convergence

Chapters two and three explained in detail the divergent economic strategies followed
by the five Maghreb countries since independence until the mid-1980s. All Maghreb
governments endorsed some form of planned economy, which, according to the
dominant development theory at the time, would eradicate inequalities and improve
the quality of life of iheir citizens. However, Morocco and Tunisia attempled to
diversify their productive base, whi'e Algeria, Libya and Mauritania remained mono-
exporters of petroleum products and fish and iron respectively. The intensity of state
intervention varied from some form of public coniral over prices in Morgcco to
nationalisation of all major economic sources in Algeria in the late 1960s, and in
Libya after 1969. But across the region, the state was involved in much of the

designing, financing and implemeatation of economic development programmes.
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The economic crisis which befell Maghreb countries at the beginning of the 1980s,
was not only caused by falling cemmodity prices that lead to an unsustainable debt
spiral (see chapter three), but also by structural failures of Maghreb economies, partly
due to the development strategies they have pursued since independence. In Algeria,
for example, import suppression, which formed part of the Algerian regime’s import-
substitution industrialisation strategy, slowed down industrialisalion, since it was
difficult to diversity manufactured products without intermediary goods imports.**
According lo an Algerian government report, released in 1992, real per capita income
in Algeria dropped by 22 per cent between 1984 and 1991. The export sector, apart
from the pelroleum sector, has remained non-existent and production capacity
untilisation has never exceeded 57 per cent, due to the difficulty of importing supplies

and spare parts.*

Both the Algerian and Libyan economies were (and still are) characterised by unequal
sectoral development. The petroleum sector attracts almost all foreign direct
investment, and only in capitfal-intensive industries. These enclaves are not linked to

°  Generally, other

the local economy through upstream or downstream activities.*
structural failures in the Maghreb economies include overspending of the public
sector, underpreductivity of state-owned public enterprises, centralised credit
distributicn, Whicl.t has led to the high cost of credit, highly inadequate fiscal systems
and constraining labour legislation, especially in the public sector, leading to

bureaucratic redundancy.*®

The realisation that their inability to pay for imports and service their debts to
international creditors has its origin not only in extemal circumstances, but also in
their intemnally dysfunctional economic systems, partly led Maghreb policy elites to
negotiate stubilisation and economic structural adjustment agreements with the

International Monetary Fund (IMF) and the World Bank since the beginning of the

458 See L 'Opinion, 12 Janury 1994, pp 11-12

39 See Afyican Markets, Volume 1(9), April 1992,p 9

49 See Michiel Bekker and Jan Paul Aads, ‘Dilemmas of Development and Democratisation in the
Arab World', fnternational Journal of Political Econonty, Volume 23(1), 1993, p 92

4 Por v se defail see Bichara Khader, ‘L ajnstment structural au Maghreb: une synthese’, in
Alternatives Sud, Volume 2, 1995, pp 6-7
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1980s. Morocco negotiated ifs first structural adjustment agreement in 1983 (between
1983 and 1993 it has signed nine agreements), Tunisia in 1986, Algeria in 1991
(although it has already started economic policy reforms in 1989), and Mauritania
negotiated a Programme for Economic and Financial Adjustment, the first of many
structural adjustment agreements, in 1985. These reform programmes had two pillars:
stabilisation of balance of payments disequilibriwm in the first instance, and once this

has been achieved, structural adjusiment of the economy.

The stabilisation programme, managed by the IMF, aimed to correct their fiscal and
balance of payment deficits to enable countries to continue servicing their debts,
through demand-side monetary and budgetary policy measures. Structural adjusiment
programmes, implemented in five-year phases with the technical assistance of the
World Bank, aimed to establish macro-economic balance through supply-side
reforms. Whatever {he form of structural adjustnient programme adopted by the four
Maghreb couniries (excludinm Libya), their objectives were similar, namely to re-
establish financial stability and liberalise the economy. This has led to increasing

macro-economic convergence among the {hree countries by the mid-1990s.

All four Maghveb countries had to mobilise national savings, reduce state expenditure
(i.e subsidies), reduce thein: current balance of payments accounts, vationalise
investment expenditure (i.e infrastructure), exercise strict monetary discipline, reduce
exchange rate conirols and impott and export restrictions, privatise state-owned
enterprises (SOREs), develop export industries, and put in place financial and legal
measures to attract foreign direct investment and capital. They also had g liberalise

prices, move towards currency convertibility and rationalise the public sector.

In Algeria price reforms were already under way by 1994, and efforts have been made
{o privatise the tourism and textile industries.'® In Morocco, there has been a
reduction of minimum customs duttes (it became a member of the General Agreement
on Tariffs and Trade (GATT) in 1987), lifiing of price controls, privatisation, and

devaluation of the dirham, Banks were allowed to compete and both the fiscal system

462 Nicolas Beau, 'Les sept phics de I'économic algérienne’, Enjewy, December 1994, p 7,
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and public enterprises were reformed. In Tunisia, banking decisions were
decentralised, the exchange rate liberalised, and the price and fiscal system reformed.
The government also liberlised interest rates, created a money market, and started
rationalising the public sector and privatising SOEs.*® Tunisia became a member of
the Gatt in 1990. In Mauritania, in addition to the usual features of a structural
adjustment package, the 1985 programme placed emphasis on the development of
sectoral sirategies with priority accorded to investment in productive sectors such as

irrigated agricuiture.

As part of the strategy to reduce import restrictions and attract foreign direct
investment under their economic reform programmes, all Maghreb countries have
unilaterally lowered thei. tariffs. This was also the result of their tariff reduction
commitiments under the GATT, the legal treaty of the World Trade Organisation
{WTO), which all Maghreb countries except for Libya have joined since its formation
in 1995. Although Libya still has a strict licencing regime for all imports, after the air
embargo imposed by the UN in 1992, the private sector was allowed to start importing
certain products.*® Between 1984 and 1996, average tariffs have been reduced to a
maximum of 35 per cent m Morocco, 43 per cent in Tunisia and 60 per cent on food
products and 15 per cent on intermediary products and equipment in Algeria.*® In
Libya, import taxes vary between 5 and .30 per cent, with essential consumer goods
such as pharmacenticals and food products exempted from import duties, while luxury
goods are taxed between 70 and 200 per cent.™ In Mauritania, which has a complex
system of import and export taxing, average customs duties do not exceed 40 per

cent,'s

As a resulf of increasing economic convergence between at least the three core
Maghreb countries, all Maghreb governments were able to sign a convention in 1992

that would allow their central banks to facilitate payments between the banks of

%3 See ‘Ie Maghreb a PPheure des reformes’, Enjetx, No 33, October 1991, p 13

464 Patallah Qualoniouw, %, rés Barcelone...le Maghreb est nécessaire, Les Editions Taubkal,
L'Harmattan, Casablanca and Paris, 1996, p 79

4 Gualouloy, ep.cit., p 21

48 Qualoutou, op.cit., p 88

47 Qualoulou, op.cit., p 82
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different countries in the absence of convertible currencies.*® A Union of Maghreb
Banks was created in 1992, which grouped together more than 70 banking and
financial institutions in the core Maghreb countries. Its functions were to create a
regional banking institution that would promote intra-Maghreb trade by providing
export insurance, training Maghreb banking functionaries, exchanging information on

Maghreb banking practices, and harmonising banking documentation and procedures.

At the time of its creation there were no branches of Maghreb banks in other Maghreb
countries and credit links have just been established between Algerian and Moroccan

banks in convertible dinar.'®

While this is a form of functional cooperation that could
spill over into other sectors of Maghreb economies, the Union was reluctant to go
ahead with many of ils activities in the absence of political sanction from regional
leaders, who had to create a favourable framework for this kind of cooperation.*®
This illustrated that although economic covergence was a necessary condition for
regional cconomic integration, this could not be done without policy and legal

harmonisation at a regional level.

Another recent example of functional cooperation as a result of increasing
convergence between the trade policies of espucially Morocco and Tunisia (partly
brought about by their conclusion of separate free trade area agreements with the EU)
has been the establishment of a Moroccan-Tunisian Business Council in 1998, Its
aims are to inform business operators of business opportunities in other Maghreb
countries and to promote trade refations between Tunisia and Morocco. It also aims
{0 assist in the implementation of the trade and investment protocols between the two
countries, particurly to ensure that a free trade area is completed between the twa
countries before the full application of their respective fiee trade area (FTA)

agreements with the Buopean Union (EU) in 10 to 12 years, The Association 2lso

*63 The Tunisian, } “otoccan and Algerian currencies became convertible in 1993, and theic monetary
and financial systems also showed increasing convergence, Gualoulow, gp.cit,, p 138

469 Interview with A Jawahiri, President of the Union of Maghreb Banks’, L’Econowmiste Maghrebin,
No 55/3, June 1992, pp 16-17

1 Thid.
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hopes that Libyan and Algerian enterprises would join at a later stage in what its

president views as the first step to an integrated Maghreb market. "

However, in all Maghreb countries, the private sector in the 1990s remained
connected to political power through informal familial, regional, or factional
solidarity networks. The wave of privatisation in the 1990s, therefore, has not led to a
strong, structured and autonomous private sector in Maghreb countries. In Morocco,
the onty Maghreb country with Iarge private groups, these are all linked to political
power. In Tunisia, large-scale private economic activity does not exists and in Libya,
all private enterprise, only allowed since 1988, has either originated from the public
sector or has been linked to the informal sector.'” In Algeria, the privatisation of
SOEs in the hydrocarbons sector has benefited mostly Western multinational
corporations, or the Algerian technocratic elite, which explains the symbiotic
relationship between the local bourgeoisie and state institations, The Algerian state
has thus remained the predominant economic agent.'” Despite the commiitment of
respective governments since 1988 to economic reform, the industrial sector still only
performed at 25 to 30 per cerit of its capacity by 1994, a bureacratic spirit stilt plagued
administrative structures, and very liitle has been done to diversify the government’s
source of income since 1986, By the mid-1990s, hydrocarbons still accounted for 96
per cent of A]éeria’s exports. ™ Algeria’s debt problem remained endemic throughout
the early 1990s, but the military government only agreed in 1994 to an IMF debt-
rescheduling package. These financial and economic imbalances created an obstacle

to the opening of the Algerian market to Moroccan and Tunisian exporters.

M See [nterview with M Abderrahim Hajjouji, the president of the General Federation of Moroccan
Enterprises, in Reafités, No 659, 23-29 July 1998,

47 See Beatrice Hibou and Luis Martinez, op.cit., pp 28-29

M Gee Michiel Bekker and Paul Aasts, ‘Dilemmas of Development and Democratisation in the Arab
World®, futernationat Journal of Political Eeonomy, Volume 23(1), 1993, p 92

M See Nicolas Beau, op.cit.
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1.2 Energy co-operation

The only existing complementarity in the Maghreb region is ir the energy sector.*™
Comparative advantage exists between two ‘blocs’ of couniries: Algeria and Libya,
which produces oil and gas for energy, and Tunisia, Morocco and Mauritania to a
lesser extent, which produces food and light industrial products. However, despite
these potential complementarities Morocco, which has almost no domestic energy
resources, procures most of its energy from Saudi Arabia, which has replaced Iraq as
its the leading supplier. Its other two sources of petroleun impotts are Libya and the

United Arab Emirates — it buys no energy from Algeria. i

Despite their lack of trade in energy products, AMU member countries have embarked
on a series of joint projects in the energy sector. In 1987, Tunisia, Algeria and Libya
signed a protocol for the transport of Algerian gas fo an industrial complex in westemn
Libya. This TransMaghreb gas pipeline has a capacity of 3.5 billion cubic metres of
gas a year and was completed in 1992, It is managed by the Maghreb Company for
the Transport of Matural Gas and has had significant political and economic spillover
effecis for Maghreb cooperation. The Tunisian government, for example, has
negotiated with the Libyan government to use 5.25 per cent of the Libyan gas
transported through its t‘erritory, instead of asking transit fees for the pipeline from
Libya. Not only has the pipeline led to the creation of employment generating
upstream and downstream indusiries both in Algeria and Libya and increasing
capacity utilisation (and therefore increasing economic effeciency in both couatries),

but is has also created a climate for political dialogue between these countries.”™

Algeria and Libya have created a Joint Petroleum Exploration and Prodcution
Company, which discovered a petroleum well in Grara, Algeria in December 19947

Their energy cooperation has also led to joint enterprises in the building construction,

7 For more delail, see Malika Hattab Christman, ‘Les relations conunerciales Maghreb-EEC: enjeux
<t perspectives’, in Revue Marocaine de Finances Publiques et d'Economie, No 7, 1991, p 54

1% See African Markets, Volume 1(3), 1991, p 24

77 See Tarek Mckada, 'Projet du gazoduc magheébiry, L' Annunire Economique du Maghreb, 199172,
Centre d'Ciudes Internationales du Maghreb, Tunis, 1992

18 Le Matin, 11 December 1994, p 3
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geophysical, vehicle production, diesel engine production, aliminjum and
petrochemical and fertiliser industries. Libya and Tunisia have also undertook joint
exploration of peiroleum deposits in two botder zones, and jointly constructed an oil
pipeline between the Zawia (Libya) region and the Zarziz (Tunisia) region to deliver

pelroleum products to Tunisia.*”

During the visit of Algerian President Chadli Benjedid to King Hassan in 1989,
following many years of no contact, an agreement was signed to construct a gas
pipeline from Algeria through Morocco, to serve Spain initially, but France and
Germany by the year 2000. Its initial capacity was 2.5 billion cubic metres a year,
which is expected to increase to between 9 and 10 billion cubic metres of gas a year
by 2000.® The gas pipeline, a joint venture between the Algerian national energy
company, Sonatrach, and the Spanish rational energy company, Salpiem, is managed
by the TransMediterranean Pipeline Company, situated in Rabat, and funded by the
European Investment Bank (40 per cent} and the World Bank. It also supplies gas to
Algerian villages and up to one billion cubic metres of gas to Moroceo. The
Morocecan and Algerian sections of the pipeline were constructed by separate
companies at a cost of US§1bn and 700m respectively.”®’ The pipeline started

operating at the end of 1995 with an initial capacity of 7 million cubic metres a year.

This pipeline offered a significant importunity to break down the wall of mistrust

> Other joint energy projects have also assisted in

between Morocco and Algeria.*®
opening avenues for dialogue between Maghreb countries. According to the neo-
functional theory of integration (see chapter one), this kind of technical cooperation is
likely to spill ever in other areas of cooperation,.for example joint ventures around
these gas transport systems, and eventually pave the way for institutional and political

cooperation. This is however an ‘organic’ process, which has taken several decades in

7% Hauab Christman, op.cit.p 54

18 Morocco imports 7 per cent of its electricily from Algeria after an agreement in 1988 to connect
iheir electricity grids. Tunisia also entered an agreement with Algeria to connect their electricity grids
in the same year, See ‘Six milliard de metres cubiques de gaz transiteront par le Marec’, in

L Economiste Maghrebin, No 60 Aagnst 1996, p 21

8 See Republique Tunisienne, Ministere de la Cooperation Intemationale et de P'investissement
Exteriens, U1/S.A/IF/le 26.11.94, mimeo

2 1 *Economiste Maghrebine, No 6, August 1992, p 25
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Buwrope, whose example has tnformed the theory of functional cooperation, to take full

effect.

In 1973, a Maghreb Electricity Committee was established beteen Algeria, Morocco
and Tunista. Mauritania and Libya joined in 1988. The activitics of this Committee
are to connect elecirical networks in the region, coordinate training, exchange
technological expertise, harmonise electricity policies vis-a-vis international
organisations, sponsor studies to promote electrical manufacturing by Maghreb
companizs, and promote indusirial integration in the area of electrical energy.® In
1991, the Moroccan National Eleciricity Office and the Algerian Sonelgaz signed an
agreement which would allow (heir respective energy grids to be linked and for
Morocco to procure 7 per cent of ils electricity from Algeria. Each coun'ry was
responsible for the financing and construction of electricity lines on its own
territory.*® Libya and Tunisia have also connected their electricity networks since the
1990s. This kind of electicity cooperation and sharing has had many cost-saving and
efficiency benefits for the parties involved, but has not yet been fully extended to a

regional level,**

1.3 Infermal trade

Informal trade among Maghreb countries, although difficult to measure, has always
been much more dynamic than formal trade, indicating that a certain layer of
consumers know the trade practices and products of businesses in other Maghreb
countries very well.™ People living iu border regions such as westem Algeria and
eastern Morocco, often marginalised by national development policies, have
benefitted from informal trade activities.™ Those who inhabit border zones often

share cultural and familial ves that were broken by state-created borders. Informal

8 Maghreb Selection, No 799, October 1994, p ¢

8 Tarek Mekada, op.cit.

%5 Algeria and Tunisian efeciricity nehworks have been connecled since 1932, those of Algeria and
Morocco since 1988, and Tunisia and Libya since 1991, For mare detail on the benefits of electrical
connection, see Maghreb Selection, op,ci?, and Republique Tunisienne, Ministerc de la Cooperation
International et de L’Investissement Exterieur, S.T.EG/DEP, " 5/11/1994, mimco

6 For a detailed account of the products traded on the informat Maghreb market, See Qualoulou,
ap.cil.,, pp 125-126
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trade has contributed to solidarity between communities across national borders, thus
playing an important role in regional conscientisation. In all Mahghreb countries, a
significant percentage of the labour force that has not been absorbed into the formal

econormny is making a iiving through informal trading activities.

Informal trade in the Maghreb stems from several sources. Products from Ceuta and
Melila, the Spanish protectorates on the Mediterranean coast of Morocco, enter
Morocceo at a value of about one sixth the price of official imports. These are mostly
Spanish consumer goods and Asian electronic goods, household apparatus and
fumiture. In 1992, it was estimated that the value of informal frade in Tunisia was
between 10 and 20 per ;:ent of its formal trade. Trade was mostly food, shoes and
clothing from Asia and Burope that entered the Tunisian market through Libya,
especiaily after the fall of the Libyan dinar in 1991.

The escalation of taxes on luxury goods traded between the Maghreb countries has
also fuelled informal trade, especially in precious metals. Maghreb emigrés in Europe
often return with European consumer goods, either for personal consumption, or for
distribution in their home country. Continued state subsidising of basic consumer
goods su?h as fuod products and petrol in Libya and Algeria has led tc a vigorous
informal trade in these goods with Moroccans, Tunisians and Mawitamans,
Mauritanian wormen traders, for example, import goods in bulk f~om diverse origins
without going through the official channels — these goods are then re-exported to
African countries further south. European countries have been used as a transit for
informal Maghreb trade, particularly between Algerians and Moraccans to circumvent
the closing of the borders between Algeria and Morocco due to political conflict (the

border was closed for six years between 1975 and 1981 and again since 1994).

For many years products transiting through Libya have flooded the Tunisian market.
BEven Tunisian-manufactured goods were cheaper in Tunisia when imported from
Libya due to the generous import ~¢hsidies granted by the Libyan government and the

more favourable exchange rate of the Tunisia dinar on the unofficial currency market,

*7 See Ouatoul ., op.cif, p 122
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This has led to a boom in trade and other economic activities in border towns, '8
However, the reimposition of border controls after the 1992 international embargo

against Libya has curiailed this activity.*®®

This high level of economic activity among Maghreb countries indicates that some
form of functior ' economic integration is already in existence, especially in border
communities. l-uwever, AMU institutions have not sufficiently explored ways in
witich to formalise these, or create joint enterprises in select border zones, to exploit

the high capital and labour mobilily in these areas.

Although .increasing economic convergence, energy co-operation and the high level of
informal economic activity in the Maghreb did indicate some level of regional
economic activity, and although functional cooperation in the energy sector may spill-
over into co-operation into other sectors, and eventually into the political sphere, these
are insufficient prerequisites for regional economic integration. What is necessary in
addition, are trade and production integration, policy harmonisation and the extenstion -
of bilateral trade and cooperation agreements into regional agreements, as well as the
development of 2 transport and communications infrastructure that would enable joint

&

production and intra-regional trade to take place,
1.4 Production integration

Before ihe signing of the Marrakesh Treaty, Maghreb markets and production
structures were non-diversified, non-specialised and dependent on fluctuations in the
world prices of comn:oditie5,*® In classical theory, a customs union would have
optimal results only in cases where ecc “mir 5 are potentially complementary and
where these complementarities are exploited. To do so, a regional division of labour
(or indusirial specialisation), conpled with juridical and institutional reforms are

necessary.

%8 For more detail see Moncef Gouga, ‘A L’heure de 'embargo’, in /£4, No 230, February 1993, pp
1213
49 Thid.
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Maghreb countries still tend to produce consumer goods for export markets and
specialise in the least competitive niches, namely textiles, cloting, fertilisers,

chemicals and plastics.™

They compete with one another to supply European
:narkets with phosphates, textiles, citrus products, wine, olive oil and vegetables
(Tunisia and Morocco), and oil, gas and refined petroleum and petroleum products
(Libya and Algeria); and they compete for investment from European firms and
tourists.*® In addition, all Maghreb countries import similar products from Europe
{production equipment and consumer and food products).*” World Bank-devised
structural adjustment programmies, while leading to reduced import and export
conirols in all Maghreb countries, have not encouraged regional trade and industrial
specialisation. Rathes, they have encouraged a continuation of traditional exports to

the European and other indusirial country markets, thus peipetualing the Maghreb

countries’ unequal integration into the world economy.

For all the above reasons, intra-regional trade in the Maghreb has never exceeded 5
per cent of total trade. By contrast, in 1958 intra-EEC trade registered around 36 per
cent and in 1989, 60 per cent while in 1991 inira-regional trade in the Association of
Southeast Asian Nations (Assan) regi§tered 19.1 per cent of tota trade and in the
Economic Community of *West African States (Ecowas), 10.6 per cent. ™™ Eighty per

cent of iviaghreb trade has remained with industrial countries and its dominant frading

parter remained the European Economic Community (BEC), which absorbed about 73

per cent of its total exports and provided 65 per cent of all Maghreb imports by the

4% Jaques Bourrinel, ‘L’environment economigue international de l'integration maghrebine; partenariat
europeen et relations interarabes’, in Annnaire de I'Afiigue du Nord, Volume 24, 1985, pp 332-333

1 The Tunisian textile industry, for example, experienced a crisis during the 1¥90s due to competition
from eastern European imports on European markets.

492 Qee Keith Sutton and Ahmed Agrout, 'Regienal econemic union in the Maghtet', The Jowrnal of
Modern Afiican Studies, Vomume 28(1), 1990, p 176

4 See Sce Abdelrnadjid Bouzidi, 'Tndustries et politivues industrielles au Maghrely', in A Bonzidi, {ed),
Panoramas des économics Maghrébines, CENEAP, Paris, 1991, p 67

* Hign demand staple products in the Maghreb include mineral fuels, lubricants, and other non-edible
primary products. Of the 45 per cent manufactured goods, chemicals, machines and transport materials
represent 8.5 per cent share, while textiles, construction material, jron and steel represent the rest. For
more detail see }ohamais Krimi, *Vers une relance des echanges commerciaux intermagrebins’, in
L’Economiste Maghrebin, No 91, November 1993.
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early 1990s." Aithough formal intra-regional trade rose by 84 per cent from 1989
{intra-Maghreb trade then constituted less than 2 per cent of total trade) to 1993 (when
intra-Maghreb trade constituted 3.9 per cent of tota! trade), it remained unequal and
demand fuctuated from one year to another.”  Typically, intra-Maghreb trade has
been concentrated around Morocco, Tunisia and Libya, with Morocco and Tunisia the
principal providers and Libya the principal client.”” This was partly because Morocco
and Tunisia have started diversifying their export base since the mid-1980s (o

manufactures and light foodstuffs, which are the primary import demands of Libya.**

At the beginning of the 1990s, about 90 per cent of Algeria’s Maghreb exports were
destined for Libya and Tuaisia, who provided more than 90 per cent of its impotis
from the Maghreb, Most of Morocco’s exports were destined for Libya and Tunisia,
with limited trade with Algeria since 1988. About half of Tunisia’s Maghreb trade
took place with Algeria.””” According to a study commissioned by the Islamic Centre
for Trade and Developmeat, primary products account for more than 50 per cent of
intra-Maghreb trade, food products for 10 per cent and manufactured products 45 per
cent.*® While energy and primary products have remained the predominant tvading
products (Mauritania procu: cs all ils petroleum products from Algeria), there has beea

an increase in trading in manufactured goods such as vehicies. ™

% See Molammed Gontara, ‘Comiment échanger plus’, in /4, No 238, November 1993, pp 9-10.
34 Amara and Ben Hammouda, *L*Union du Maghreb Arabe: éspace d’échange ou éspace de
wr¢ Woction’, in Revue Tunisienne d'Economie, No 3-4, 1993, pp 32-53

<7 *rocco and Tunisia provided 70 per cent of total intra~regional exparts, wltereas Liliya absorbed

43 pex cent of total intra-repional imports in 1991, See Khemais Krimi, op.«it,

1% 68 per cent of Libya’s import demand is mamfactured goods, and 15 per cent foodsiuffs,

 See Bddine Allali, *Le Commerce Magheebin, état actuet et potenticl d’expansion’, Annuaire

Econontique du Magh b, 199172, pp 18-21

0 See Eddine Allali, 'Le commerce inter-maghrébin: élat actuel et potentiel d'expansion’, in Le
commerce inter-maghrébin: pour une dynamisation des échanges, Centre Islamique pour le
Développeinent du Cormmerce, Casasblance, 1990, p 38

1 “Tunisia has been supplying small trucks 1o Algeria, and so on




Table 2: Trade characteristics of Maghreb countries (1993) (% of total}

o ‘Morocco  Mauritania - Libya Algeria  “‘Tuuisia
Structural deficit/surplus  Deficit - Surplus? Sufplus3 . .Surplus Deficit
Equipment goods imports  27.5% 2 29% 25.3%
Foad imports 14.5% 23% 26% 6.7%
Semi-finished goods and 22.7% 40% 23.5% 29.4%
primary imporis
Energy imports 14.5% 13%3 Nil 7.3%
Consumer geods imports  10.8% 12.7% IL3%
Encrgy exports 2.6% 95% 95% 11.4%
Finished consumer 28.7% 0.5% 67.8%
exports
Semi-finished exports 24.3%]1 3% 9.4%1
Food praduct exports 26.3% 56% (fish) 1% 11.4%
Raw material exports 50% (iron}
Main export destinatien France Japan, Italy  Italy France France
AMU imports 2.4% Algeria 1% 2.5%
AMU exports 7% 0.65% 7.6%
EU imports 5% 60%
EU exports 62.4% ' 75%
Notes:

1 Mostly rhosphate derivatives

2 Libyan imports have continued to augment in the 1990s due to almost no productive activity outside
of the petrolenm sector, and stands at US$9,6bn in 1994

3 Until the 1992 UN cmbargo

4 'The Mauritanian National Statistical Office figures were of a suiplus, but that of the World Bank
Development Report of 1994, it was a deficit,

5 Its energy products come mostly from Algeria

Svurce: Fatallah Oualoulou, Aprés Barcelone...le Mughred est néeessaire, Les Edition Toukbal,

L'Harmatian, Paris and Casablanca, 199G, pp 102-112
Without a complementary regional industrialisation programme, and by implication

integrated regional production in cerlain industries, especially non-traditional export

industrics such as vehicle manufacturing, Maghreb countries would never be able to
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overcome their structural deficiencies and dependency on European markets. ‘To
create complementariiies, a regional intra-industry division of labour, or industrial
speciatisation, would be necessary, especially to create upstream and downsiream
industries.*” In Asean, for example, the surge in intra-regional trade was partly due to
its regional Industrial Comaptementation Programme, which encouraged the
production of complementary products in cerfain indusirial sectors such as

components for lhe automotive industry.

A study by the Islanic Chamber of Commerce has identified the foliowing potentially
complementary products and sectors in Maghreb economies: transport equipment and
machines, agriculture {(cereal, milk and milk-products, oleaginous products),
chemicals and textiles.*® There are potential complementarities between Tunisia and
Morocco, on the one hand, as food producers and manufacturers of consumer and
light industrial goods™ and Algeria and Libya on the other, as energy (oil and gas)
suppliers, spectalising in petrochemical and iron and steel industries. Morocco and
Libya produce a surplus of food and vegetables, while Algeria and Mauritania have a
deficit in these products. Algeria remains one of the world’s largest importers of
agricultural and food (especially bard wheat) products - food “mports constituted a
quarter of total imports in 1992*%, There is thus a demand for Tunisian olive oil and
Moroccan vegetables on Libyan and Algeria markets, which could assist the former to

506 Polential

diversify away from increasingly restrictive European markets.
complemeniority also exists between the industrial systems of Morocco and Tunisia,
grared for the production of consumer goods, and those of Libya and Algeria, which
were more specialised in intermediary and peirochemical production. Yet, there has
been no attempt to create a favourable trading and procurement framework to exploit

these complementarities through intra-industry investinent and joint ventures,

%02 There has been ne shortage of ideas or lack of proposals for a regional industrial strategy in AMU.
Ninely per cenl ol the industrial projecis proposed in 1989 dated from unimplemented proposals
devefoped by fanctionaites of the Permanent Maghreb Consuttative Connnittee between 1964 and
1971. Scc Mohsed Toumi, *Un Maphreb pour les Maghrebins®, /E4, No 187, 1989, p 14,

3 See Mohamed Kharoubi, op.cif., p 21

4 Funisian and Moroccan export manufr. .wured products include machinery cquipment, transport
material, pharmaceutical and chemical products, and agricultural and food praducts.

33 See Africar Markets, Volume 1(9), 1992, p 9
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To implement the 1991 Trade and Tariff Convention, a follow-up committee
comprising members of each country was set up to prepare lists of products that were
to be exempted from customs duties. These were expanded after the fifth AMU
Summit in Nouackchott.” In a positive development at this summit, trade ministers
accepted that an emphasis on trade liberalisation alone is insufficient. They thersfore
agreed to pay more altention to creating the conditions for trade to take place,
including multilatesal, instead of bilateral trade negotiations, financing trade
development, generalising trade insurance, facilitating commercial information in the
region, aud prioritisng transport and telecommunications infrastructure (see chapler

three). 5o

To this end, the Council of Ministers responsible for regional industrial cooperation in
the Specialised Ministerial Commission for Economy and Finance, launched a
structure to create uniform industrial norins and develop joint industrial projects for
the telecommunications and industrial sector in 1995. In this regard, the Algerian
government recommended the establishment of three joint ventures in the railway-
manufacturing sector. The Council also launched an independent structure to
facilitate joint industrial cooperation in electrical and household-electrical industries.
Joint Maghreb studies have been conducted for an iron furnace industry as well as the
establishment of a production facility for iron manganese in Mautitania, Two joint
Maghreb projects in the texlile and leather indusiry were implemented in 1995. A
project to harmonise the nomenclature tn the utensils industry has alse been

implemented.*®

5% See Oualoulou, op.cit., p 225

%7 These products included lead, iron, copper, marble, fertiliscr, cotton, wool, paper plaster, essentiat
oils, medicine, pesticides, chlorine, ammoniac, mercury, construction malerial, wagons, medical
produets, glass, machines, pumps and eteciric motors,

588 See Krimi, op.cit,

5 See *AMLI: cloture des Iravaux du conseil des miaisires de 1'industrie’, 47 Bayatie, 9 December
1994, The implementation of these projects was the responsibility of the Economic and Finance
Conmission, under which four ministerial councils were; trade, industry, energy and mines, and
finances. The Council of Ministers of Industry mel [or the last time in 1994 before the call for a freeze
in all AMU institutiens and activities by Morocco in 1995, This has stopped the iraplemeniation of the
above projects and studies,
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Only when industrial policics are co-ordinated at a regional level, to mobilise
material, human and financial resources at a regional scale, would Maghreb countries
muster sufficient internal and extermmal economies of scale to increase production
capacity, and integrate production. At the same time, this form of developmental
regionalism could assist economically weak member states like Mauritania to
productive and export capacity, as well as infrastructure and human capital. There are
various ways in which they could cooperate in this regard. They could jointly import
equipment goods at more favourable prices. They could exchange trading information
and experiences, develop joint industrial projects, and promote complementary and
interdependent industries.  The final (industrial equipment) or intermediary
(automotive parts) products of such industries could then be traded on the Maghreb
market, which in tum could lead to the development of upstream and downstream
industries through subcontracting, as well as a horizontal transfer of technology.
Without such as strategy, the lowering of tariffs would have no effects on trade
patterns, especially between countries such as Tunisia and Morocco.*™ This would
naturally necessitate product diversification at a national level, since the exisling

production bases of the Maglireb countries are too narrow and non-diversified.*"

Apart from those mentioned above, there were a number of possible joint industrial
projects that could have formed part of 2 regional indusirialisation strategy. For
example, Tunisia has developed a successfnl water mobilisation strategy to boost the
exports of its citrus and garden vegetrbles, which Morocco and even Algeria could
benefit from. In this regard the Maghreb Commission for Citrs and Garden
Vegetables (not part of the AMU structuie), have attempted to give financial
assistance for research in new technology and taken on negotiations for rescheduling

of agricultural debts in Maghreb countries,”™ Even betore 1989, a number of projects

510 Mohammed Kharoubi, ‘L’integration par le marché®, in Perspectives et Etapes de la construction du
Maglireb, 1989, p 165

1 See Lehadiri Abderassoul,, 'Les d&fis ot les éxperiences d'integrations africains', Econowie et
Socialisme, No 11, 1992, pp 7-24

%12 See La Presse, 5 July 1995
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have been proposed for multilateral joint production, notably diesel motors,

compressor manufacturing and glass.”™

Libya, for example, has studied the possibility of establishing joint ventures in vehicle
manufacturing, banking and energy (hence the joint exploration of the Gabes wiih
Tunigia) with other Maghreb countries, and especialty how to concentrate diffent
production phases of the same product in different countries.®™ Studies have shown
that the industries that show the most polential for joint indusirial ventures,
production integration, intra-incustry trade, and joint investment ate the petrolenm
and chemical industries, the agro-processing food industry and small and medium
enterprises. Their selection were based on the fact that they all drew on the
comparative resources in each Maghreb counlry, they were employment-creating and
had the potential to restore the balance of payments in Tunisia, Morocco and
Mauritania. However, this would require and enlargement and specialising of the

industrial bases in alt Maghreb countries.*

Dwing the post-independence years, Maghreb govermments havdly invested in
research and development of new technologies. All intermediary goods were
Jmported and technology was acquired through foreign direct investment, joint
ventures, or non-equity foreign pariticipation in Maghreb industries.’™ In addition,
due to their disarliculated and externally orienterdd economies, Maghreb countries
showed limited technological progress and capacity to absorb invesiment. In the
technology industry, thete was no regional inter-sectoral integration or subcontracting,
All links were with suppliers, subcontractors and productive and financial capital
iz titutions from industrial countries, especially in Europe. Regional economic
rigidiues and industrial compartementalisation, vertical integration of Maghreb

industries with their Eurapean or American counterparts, subconiracing only to their

59 Mohammed Oudris Benouali, La coopération industrietle magheéine', L'Anntaire Economique dit
Maghreb, 199172, CETIMA, Tunis, 1992, p 31

14 See Afiica Rescarch Bulletin, Volnme 26(1), 1989, p 9422

3 Ibid,

56 See Abdelkader Djeflat, ‘La technologie dans 1'integration maghrébine’, Perspectives ct Etapes de
fa Construction du Maghreb, Calicrs de CERES, Paris, 1989, p 23.
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mother companies, credit re-imbursement and restrictive clauses of transfer contracts

exacerbated the difficuities of creating a regional industriaj and technological bhase.

Unlike the Andean Pact member states, Maghreb countries pursued atomised and
individual technological acquisition practices. Not only did this result in a duplication
of technological training, but {here was no regional mechanism that could distribuie
information on technology norms, sources and suppliers, which has, amongst others,
made it easier for European companies to tranfer their environmentally unsustainable
technology to Maghreb countries. Based on the experience of the Andean Pact
countries, Abdelkader Djeflat has suggested the following measures to integfate
technology in the Maglieb: integrate national science and teu.:lmology policies;
acquire technological decision-making capacity at a regional level; coordinate
technology acquisition policies when dealing with intermational suppliers; plan the
diffusion of technology at a regional level; harmonise scientific and regional training;
and create a science and technology database for the region.®” This clearly illustrates
that regional production integration needs to be accompanied by policy harmonisation

at a regional level,

Only in 1995 at the Tunis Summit did trade ministers realise that for members to
agree to lower trace barriers and engage in joint ventures in a region of such unequal
development as the Maghreb, a mechanism would be necessaty to compensate
members for potential industrial polarisation and less of employment and government
revenue that might result from a customs union.’® Although intra-regional trade
constitutes a very small part of the total trade of Maghreb countries, the removal of
tariffs would still have impacted on government revenue, In rentier economies such
as Algeria and Libya, revenue from customs duties do not comprise a large percentage
of government income (respectively 8.7 per cent and less than one per cent on average

in the 1990s). But Tunisia, Morocco and Mauritania would be more affected by trade

57 Abdetkader Djeftat, op.cit., p 363 . B
918 This is despite the fact that the 1991 Convention on Tariffs and Trade already inctuded a provision
1o reimburse governments for their lass of customs revenue as a result of introducing free trade
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liberalisation. Customs duties comprise respectively 65 per cent, 43 per cent and 53

per cent of government revenue in these countries.s'
1.5 Lack of policy harmonisation

Despite the emphasis placed on policy harmonisation as a necessary precondition for
regional integration in the report of the Commission which investigated trade and
economic integration in the Maghreb before the signing of the Matrakesh Treaty,
none of the Maghreb governments has ever consulted one another on their
privatisation, trade liberalisation, monetary devaluation, agricultural or industrial

investment policies

Because there was very little discussion at a political level on the structure of the
regional agreement before the signing of the Marrakesh Treaty in 1989, the Treaty
does not outline the detail of a regional integration strategy. Neither does it take
cognisance of the conditions necessary for regional integration, such as national
policy convergence. Thus no regional implementation framework has been devised
for the harmonisation of the banking sector and national financial and fiscal

systems.®!

This explained why the AMU’s taitial strategy, recommending infra-
regional irade liberalisation did not work, since the trade and financial policies of the

five Maghreb countries were too divergent.

At the signing of the Matrakesh Treatly, the Maghreb countries were all practising
different trade policies; Morocco (the only Maghreb country which had signed the
GATT at the time) and Tunisia followed liberal trade policies, while in Algeria and
Libya. the government has maintained a monopoly over trade, In Algeria, for
example, the economic activily of SOEs constituted 90 per cent of GDP — thus

virtually all exporls were controlled by the state, Other disparities in their trade

3 See Oualoulow, op.cit., p 22

0 gee Abdelmadjid Bouzidi, ‘L’integration economique Maghrebine: réalites et perspectives’, in
Panorama des Economies Maghrbines Contemporaines, CENEAP, Paris, 1991, p 45.

2 Ty April 1992, the five Maghreb central banks implemented an agreement 1o facilitate intev-bank
payments in AMU. For more detail see “L’AMU vu par le FMI: les considerations et les constraints
economiques, in A7 Bayane, 4 December 1994,
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policies included levels of domestic industry protection and quantitative import
restrictions; tariff structures and taxes on production; exchange rale policies;
participation of the private sector in production and trade; health and safety standards;

investment incentives and pricing of non-tradable factors of production.’®

To facilitate intra-regional trade AMU institutions should have developed common
external trade rules, common positions on international trade issues, and uniform
payment timeframes. To facilitate financial transactions and ensure regional currency
stability, some ecohomists have also suggested the creation of a Maghreb currency
(dinar), which could act as a mode of payment, an accounting unit and a reserve

value.’®

In addition, harmonised financial facilities, regional and harmonised
investment guarantees, harmonised investment codes, and the simplification and
larmonisation of invesiment formalities would have facilitated investment and capital

flows in the region.®

Other obstacles to trade flows included the lack of export
supply credit facilities in Maghreb countries, market saturation for cerfain prod-cts,
and the lack of consumer knowledge of products of neighbouring countries. An
additional problem, which partly stems from the Maghreb couniries” deperdence on
Europe for consumer goods, is that local Maghreb consumers prefer European

consumer imports above locally produced consumer goods.”®

On the supply-side, Maghreb countries all follow different packaging and production
methods and are implementing different labour legislation. Maghreb business
operators know neither of one another, nor the business legislation of neighbouring
countries. Before 1998, no regional information network existed for Maghreb

businesses.”*® Intra-regional trade has been further inhibited by onerous conditions for

2 gee Hassan Abouyoub, op.cit,, p 34,

*3 This curtency would be a basked composed of fixed quantities of cach Maghteb currency, its weight
depending on the GNP and volume of {rade of each country with other Maghreb couniries. For more
detail see ‘Jame] Taieb, ‘Systeme monetaire: pour la creation du dinar Maghrebin’, Aunuaire
Economique du Maghreb, 199142, p 29

52 Rhomari, op.cit,, pp 696-700

325 See Mehdi Remiili, ' Europe-Maghreb, nouveaux défis: libre-éxchange et cooperation déncetratlisce
en Mediterrannee’, paper delivered at a conference on The Mediterrancan, new ceutre of development -
free trade zones and North-South payinership’, Sidi Bou Said (Tunisia), 5-7 October 1995, p 17

516 See Maryem Aouam, ‘L’int gration Maghrebine 4 la jumiére du traité de Marrakesh’, in 47
Mayadine, 1990, p 65
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entry of private and commercial vehicles into Maghreb countries. For example, trucks
transporting merchandise from one country to another have to get permission from the

relevant anthorities in the country of destination. s

At 0o point have the Maghreb sounities taken a common trade position vis-a-vis the
European Union. Tunisia, Algeria and Morocco, for example, have negotiated
separately for renewal of their association agreements with the EU, whereas a
common approach would have assisted them in product-by-product nsgotiations for
preferential entry on the EU market, as well as in negotiating for better condition for
Maghreb workers in the BU*® Joint debt management vis-3-vis their EU credifors
would also have raised the bargaining status of indebted Maghreb countries.’®
Algeria’s high debt service ratio has not only impeded financial and macre-economic
stability, but has also reduced its potential as an altemative export market to Europe
for Moroccan and Tunisian agriceltural and light industrial products, due to the very
low puwrchasing power of public and private consumers. This was also true for
Morocco and Mauritania, aibeit to a mue.. lesser extent.”™ Table three gives an

overview of the external debt of AMU member states.

Table 3: External debt ol Maghreb countries 1995

e Algeria Moroeco Tupisia  Mauritania

“Total external debt (USSbn) 326 222 69 25

Debt service ratio 39 32 17 21
Debt as perceniage of GNP 83 71 57 243

Source: United Nations Development Programune, Kteman Development Report 1998

AMU economies sharc other important structural features, which could have been
addressed by policy coordination at a regional level. By 1994, Algeria, Morocco and
Tunisia were importing large percentages their populations® food needs. Between

1970 and 1992, Algeria’s food dependency has quadmpled and it was bmporting 80

522 Qee ‘Convention relative 1u transport routier des personnes et des biens, et au transit entre les pays
de I'Union du Maghreb Asabe’, AMU Secretriat, signed by heads of state 23 July 1993, mimeo.

2% See interview with Mohamed Sequat, Le Ziberal, February 1990, p 16

5 Rhomari, op.cit., p 696-700
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per cent of all food needs. Tunisia was importing 60 per cent, Mauritania 30 per cent
and Morocco, 2 traditional agricultural export country, was importing 22 per cent of
all food consumed. The food crisis has been cansed by a series of factors, explained
in chapier three.”" This, coupled with high unemployment, dire poverty, exacerbated
by the impact of structural adjustment programmes on health, education and the
consumer spending power of the poor in all Maghreb countries™?, as well as high debt
burdents, presented Maghreb governments with more than a common purpose. In
1992, 20 per cent of Algerians, 17 per cent of Tunisians and 3 J per cent of Moroceans
lived below the minimum poverty threshold and an average of 20 per cent of the
Maghrebi population was unemployed®” The human development index of
Mauritania was 0.31, of Tunisia 0.744, of Morocco 0.557 and of Algeria 0.746 in
1995. This was below the average human development index of the Arab states
(0.747), with only Libya ranking as a high human development country with an index
of 0.806 in 1995 5

At a regional level, AMU govemments have signed important conventions and
adopted agreemeitts that would have allowed them {o address the above
developmental problems. For example, in 1990, the AMU Presidential Council signed
the Convention on Trade in Agriculiural Products, which aims to promote the
agricultural potential of the Union, food security in the Maghreb, and a common
agricultural market in the Maghreb., It exempts from customs duties agricultaral
products originating in Maghreb countries, and commits Maghreb governments to
prolect regional agricultural production against subsidised ag ~ ultural imports from
third countries, as well as world market fluctuations, and also 1o harmonise

agricultural pricing policies.™

% Sec Oualoulou, op.cit., p 221

! These include subsidies for staples such as oil, cereal, milk, and sugar, which have led to lower
agricultural production. By 1994, Tunisia and Morocco have phased out all food subsidies, and
Algeria was only subsidising semotina and bread.

%3 For a detailed account of the impact of siructura] adjustment programmes on Maghreb societies see
Bichara Kader (ed} Ajustement structurel au Maghreb, L'Harmatlap and Centre Tricontinental
Louvain-la-Neuve, Paris, 1995

533 See “Un Maghuebin sur cing sous le seuil de pauveeta', in [E4, No 242, March 1994, p 42 and Samir
Gharbi, *Demain peut-etre’, in Jeune Afrique, No 1640, June 1992

54 See United Nations Development Programme, Human Development Report 1998, Oxtord
University Press, New York, O xford, 1998

535 See Qualoulov, op.cit., p 148
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At the July 1990 Summit, Maghreb ministers outlined a broad regional development
strategy that provided zuidelines to member governments on the framework for the
development of the region, which integrated the social dimension of development.
According to the resolution adopted by the Presidential Council, the basis of such a
hamework would be the realisution of food security in the Maghreb, human resource
development, the promotion of intra-regional trade, and the elaboration of commen
policies in all sectors. Bul apart from identifying four stages through which the above
is to be achieved, and outlining detailed actions towards coflipleting these stages, the
resolution makes no meuntion of how to achieve jointly the commoen social
development goals based on common developmental and structuwral problems in all

five Maghreb countries.

Maghreb governments have failed to negotiate jointly with creditor institutions such
as the World Bank for regional social development programmes. Such programmes
could have assisted the process of developmental regionalism through joint training
and capacity-building programmes for human resource development, and the
harmonisation of education, health and agricultural policies.  To address
unemplf)yment, governments could have agreed to regulate and facilitate the
movement of surplus labour from Morocco, Tunisia, Algeria and Mauritania to Libya,
which Las a labour shortage. The Ministerial Commission charged with overseeing
food security cooperation has also made no progress in the regional purchasing,
stocking and distribution of foodstuffs such as hard wheat to address the food security

crisis at a regiona! Jevel through evonomies of scale.”

Despite the economic convergence brought about by World Bank-devised structural
adjustment programmes, these did not r~ Jforce regional economic integration
objectives, although Dboth convergence and economic reform are importent
instruments in the strategy to organise and focus economic policy for the mobilisation
and sllocation of resources. For this to happen, closer economic coordination and

harmonisation at a regional level would be necessary, but alse joint action to improve

53 See “Un Maghrehin sur cing sous le seuil de pauvrete’, in f/E4, No 242, March 1994
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the efficiency of natiopal structural adjustment programmes.  Although they have
started to harmonise their respective policies on sustainable development®’, there has
been very little policy harmonisation in other areas. And although Maghreb countries
have slarted to improve the regional power infrastructure, which in tum has
accelerated the productivity of domestic industries, regional wansport and
communications infrastructure has remained insufficient. The soordination of fiscal
and monctary policies adopted as part of their structural adjustment programmes also
needed o be more closely coor iinated, especially with the movement towards greater
currency convertibility. Coonrdination and consnitalion on these matters have been
shown to reduce uncertaintics and increase mutuat confidence amang Lhe countries of

a regional grouping.®*
1.6 Bilateralism versns muitilateralism

Since the disintegration in 1970 of the Permanent Maghreb Consultative Committee, a
bilateral trade and economic cooperation puttern hag predominated in the Maghreb.
Today, many Maghreb academics are slill debating whether regional integration
should evolve from bilateral agreements that are extended to all in a regional
grouping, or from multilateral agreements. Due to the standstill imposed on all AMU
activities in 1995, intra-Magreb trade today is stiil regulated by a myriad of bilateral
trade and tariff conventions. A 1994 evaluation report by the IMF cited these bilateral

trade agreements as an obstacle to deeper regional integration in the Maghreb ¥

After 1975, Algeriz and Moraocco broke off all trade relations, and in the 1980s,
Algeria traded with Tunisia only, making Tunisia the axis of Maghreb, a position it
siill holds today. Already in 1973, Algeria and Tunisia bad signed a Trade and Tariff

Convention (it was only implemented in 1981), excenpting all trade [rom customs

7 8ec *‘Ch: 2 Magrebine relative 4 1a protection de I’énvironment et au développement durable’,
Union du Maghreb Arabe, Secretariat General, Rabat, signed in Nouakchott, 11 November 1992,
mimeo

3B See [3MA Onitirt, ‘Repional integration; political and economic issues', in Ademola Oysjide ot al
(eds), Regional Integration and Trade Liberalisation in sub-Saharan Afitca, McMillan and St Matling
Press, London and New York, 1997, p412-414

% Sce *L’AMU vu par le FME les considerations politiques et les consiraints economiques®, in 4/
Bayane, 4 December 1994,

221




duties and quotas, promoting the creation of joint projects between the two countries
and providing for direct trade quotations between their two currencies.™® In 1981
Algeria and Tunisia crealed an Arab Maghreb Institute for Financial Development,
which organised exchanges between the two countries and offered joint training in the
banking and insurance sectors. In the same year they also created the Arab Magheeb
Cooperation Bank to promote and finance joint industrial and commercial projects
and activities.** In 1989 they embarked on a joint project to develop a river basin in a
border zone between Algerian and Tunisia by providing assistance to agricultural
SMEs in Algeria, which provided fodder to Tunisia™ It was funded by the Islamic
Development Bank and the Intemational Fund for Agricuitural Development.
Economic operators in the 1wo counries also ran joint diesel and cement enterprises
and exploring joint manufacturing of plastics, textiles and transformers.*® Similacly,
Tunisian and Moroccan economic operators have also entered into joint ventures in

tlie machine utensiis sector.

On the trade front, the Tunsian govemment has concluded bijateral Economic and
Technical Cooperation and Preferentiat Trade Agreements with Morocco, Libya and
Mauritania, exempting their mutual imports from customs duties.” These bilateral
agreements may lead to some form of regiona) trade, since their rules of arigin
stipulate that imporis exempted from customs duties must be at least of 40 per cent
Maghreb origin, thus allowing for cumulation of production in the region, However,
some countries have tried to circimvent these provisions, thus creating further

impediments to regionalising bilateral trade agreements.™

Since 1994, partly in response to the institutional stagnation of AMU and partly a
result of its increased export orientation, Tunisia has started to develop more bilateral

economic cooperation and {rade ties with other Maghreb countries. In 1994, for

540 Sep ‘L coopération Maghrebine 4 travers les échanges commerciaux’, in dctes dr Collogues,

Perspectives et Etapes de In Construction du Maghreb’, 1989, p 205

1 ‘L es structures economiques et financiéres de L'UMA’, Annuaire Economique du Maghreb, 1991/2,
28

e Africa Research Bulletin, Yolume 26(1), 1989, p 9459

54 See Mohamed Oudris Benouali, ‘La cooperation industrielle Maghrebine', Annuaire Economique

du Maghreb, 199172, p 6.

4 Moncef Mahgroug, ‘Par dela de ’AMU, in Jeune Afrique, No 1878, January 1997,
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example, Tunisia signed a bilateral investment agreement with Moroceo to encourage
foreing direct investment between the two countries, offer ‘national’ treatment to
companies after their establishment, and to promote free fransfer of funds and

adherence to compensation standards.**

In 1998, Tunisia signed fice trade area
agreements with Morocco and Egypt®”’, partly in response to the requirements of the
Barcelona Agreement that all southern Mediterranean member countries need to

negotiate frec trade areas amongst themselves (see chapter five).

In January 1995, Morocco and Algeria established three sectoral working groups to
promole bilateral cooperation between the two countries. They were charged to point
oul any obstacles to cooperation in the areas of consular affairs, economic
cooperation, basic infrastructure and development of border zones; and hAMUn
resources and propose way of revitalising cooperation.,  This initiative tried lo
revilatise relations between the two countries “in a spirit of constructive brotherhood’,
as their sectoral bilateral commissions have hardly met, and certain bilateral
conventions have not been ratified, or bilateral projects implemented since 1993. They

also have also started collaborating in nuclear research.™®

The existing bilateral trade and fariff agreements between Algeria and Moroceo,
Algeria and Tunisia, Morocco and Tunisia, Morocco and Libya and Tunisia and Libya
all allow for the exemption from customs duties on imports. They are however only
partial and do oot allow for the maximization of intra-regional trade through the
multilateral elinvination of customs dulies, They are not wniform, and do not
compensate countries for loss in cusioms revenue. They also do not have uniform

feguarding clauses to protect sectors that are threatened by imporls, or when a
balance of payment deficit occwrs, and they not promote the elimination of non-tariff

barriers.”” For example, despite their bilateral agreement, Moraccan merchants still

#5Ibid. Algeria aceused Tunisia of circuntventing the rules of origin.

M6 UNCTAD, Trade and fnvesttnent Report, Oxford University Press, Oxford, 1994,

37 The free trade atea with Moroceo is likely to be implemented by 2005, Business Africa, Economist
Intelligence Uuit, January 1-15, 1995, p 9

Sk See Le Matin, $ December 1994

7 Some countries (Libya and Tunisia and Morocco) insist on lists of seusitive products that cannot be
exempted from cuctoms dutics without the povernment’s authorisation. This positive list approach
gots aAgainst their trade liberalisation policies (in the case of Morocco und Tunisia),
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need import certificates to import goods and services from Tunisia, whereas they do
nol need these to import goods and services from Spain.®™ For these reasons such
agreemenis arc insufficient basis from which to develop regional trade, poticy
harmonisation, or production integration®” Bilateral agreements have also led to
contradictory terms of trade between the different Maghreb countries and promoted

divergent local content requirements for rules of origin and impoit licencing practices.

The 1991 Convention on Taiiffs and Trade aimed to rectify these shortcomings by
including provisions on safeguarding measures, a compensation mechanism to
reimburse governments for loss of customs revenue, uniform rules of origin, and
measures lo ensure fair competion practices.” Its provision on safeguarding
measures stipulated that if an economic sector, balance of payments or fiscal income
of a country is negatively effected by duty-free imports from another Maghreb
countiry, they could re-establish customs duties while the compensation mechanism
would reimburse them for their losses. On competition practices, the Convention
stipulates that no dumping or export subsidies will be allowed and that a
compensation tax of 17.5 per cent is to be levied on imported products that have
benefited from fiscal or customs advantages, where the imporling country

manufactures similar produets.
»

Later regional agreemenis have stipulated that uvon-tariff bamiers would be
progressively eliminated; forcign trade policies harmonised; a common customs
nomenclature established; customs palicies harmoniged; and a common external tavff
tmplemented. Apart from the establishment of a common customs nomenclature,
none of the other provisions for an integrated martket and regional trade facilitation
have been fully implemented, and Maglreb countries have reveried to bilateral trade
and economic cooperation. In this regard, the Algerian Minister of Foreign and

Maghreb Affairs has captured past and current opinions, saying that ‘bilateral

55 Motiamed Gonlara, *Maghreb: comment echanger plus?’ J£4, No 238, November 1993

S For a more defailed account of why a mutlijateral approach would be more favourable than o
bilateral one, sce Khemais Krimi in L 'Economiste Maghrebin, No 91, November 1993, pp 21-23.

2 Convention Comn. .reisle et Tarifaire entre les pays de 'Union du Maghreb Arabe’, signed at Rae
Lanouf, 11 Magch ivy1, AMU Secretariat, mimeo.
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cooperation is the cornerstone of the construction of [a single] Maghreb' * However,
critics of this position have cast doubt the commitment of Maghreb goverments to a)
extend their bilaleral agreements to the entire region and b) create a truly intra-
regional free trade regime. Their concerns have been based particularly on the
continued yegular abuse of the pieliminary authorisation clavse in the bilateral free
trade apreements, where a government can unilaterally decide to withdraw
authorisation for the free import of a particular product from a partner Maghreb
country, without any prior consultalion producers or the government of the affected
country. This has often been cited as onc of the greatest obstacles to achieving an

intra-regional fiee trade regime in the Maghreb,
1.7 Non-implementation of regional agreements

Notwithstanding the conclusion, signing and in some cases the ratification of various
regional agreements ihat were o facilitate intra-regional trade and regional
industriatisation, none of these have been implemented, By 1994, Tunisia has ratified
all 15 conventions signed by AMU heads of state, bui Morocco has not ratified a
single one. Not only did this lead to various practical difficulties, but alse put the
economic integration process at risk.®*®  The agreements that were to facilitate
cconemic integration were the Resofution on the Principles and Rules o Establish a
Maghreb Customs Union, Convention on Trade and Tariffs, Convention on Trade in
Agricultural Products, Convention on ihe Creation of 2 Maghreb Bank for External

Trade, and the Convention on In‘ra-Maghreb Ground Transport,*

The resolution to establish a customs union was adopted in Algiers in July 1990, 1t
outlined the steps that would lead 1o the implementation of a customs union. These
included the consolidation of those traded goods exempted from customs duties;

elaboration of common external trade policies (common nomenclature and custorus

% See Le Matin, 6 Janvary 1995

! Far more details on how this clause has been abused, see Oualoujon, op.cit., p 223

%55 Moroccan exports coutld enter ‘Tunisia duly free, for example, but uot vice versa. Tunisia had also
established lower mail and {clecornmunications rates to other Magltel countries, and Maglueb vistlors
were excempled [rom travel taxes iv Tunisia, but nol vice versa, See Francois Soudan, opeit, p 7

6 See Mohamed Gontars, ‘Maghreb: comment exchanger pius/” in [EA4, No 238, November 1993
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ruies and procedures); establishment of a common extermal tariff by 1995,
establishment of national treatment of Maghreb economic operators, and definition of
the conditions for implementing safeguard measures. To provide a juridical
framework within which to implement these steps, the AMU Presidential Council

signed the Convention on Trade and Tariffs in 1991 (see annex two).

This Convention has not been implemented because of non-ratification by member
states, but also because of delays in negotiating the application protocols. These were
related to rules of origin, safeguard measures, compensation taxes, and the list of
products (about 60) to be exciuded from custorns duty elimination.”®” OF these, the
protocol dealing with rules of origin and that dealing with safeguard measures were
adopted in 1995, and the one dealing with compensatory taxes was signed in 1994,
However, Maghreb governments could not agree on the protucol dealing with product
lists before the political dispute erupted between Algeria and Morocco in December
1998, which led 10 a standstill in all activities of AMU until today. In early 1995, the
% ..slan government sugpested that countries negotiate a free frade area based on a
positive list (thus only listing those products that are to be exempted from customs
duties) in the belief that some Maghreb industries still need protection to develop.
Algeria and “orocco, however, wanted to maintain the approach whereby countries
submit negalive lists of products to be exempied from the agreement, or on which

tariffs are to be gradually reduced.

As a result of the region’s colonial heritage, iransport systems in the Maghreb have
always been directed towards the coastal areas, to link the interior with export markets
in Burope, but not horizontally. Coupled with past political conflicts, especially
between Morocco and Algeria, this has led to weak and the cases of Mauritania and
Libya, non-existent intra-regional {ransport linkages. To redirect this hub-and-spoke
model of infrastructural development, the Ministerial Council on Transport and
Telecommunications cooperalion proposed the establisktment of 2 joint Maghreb air

compaity, a Maghreb railway network, which would link the main axes of the

%3 Sec Note: Union du Maghreb Arabe, Republique Tunisicnne, Ministere de I'Economic Nationale,
DCEC, SD2/KC/LH, 1993, mimeo
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Maghreb countries, and Maghreb union of airports, in 1990. They also signed a
multilateral agreement on maritime transport. Their priorities were to harmonise and
facilitate border procedures (passengers could take up to seven hourse between the

Algerian and Moroccan borders at Oudja) and create uniform travel legislation,>®

However, work on a Maghreb Autoroute, which is to * 1k Algiers, Rabat, Nouackhott,
Benghazi and Tunis, to which political {eaders committed themselves as a priority in
1989, only began in 1994 This was p&'. . e fo the time it took to raise the
funding to conduct feasibility studies and construct the route, which was aggravated
by a slack bureaucracy both nationally and regionally. Under these conditions, the
first phase was only completed at the end of 1995. Similarly, the project to build
roads between the different Maghreb countries was dependent on funding from
Maghreb transport budgets, which was uot released immediately. Since Mauritania
had no existing road network, the Maghreb mir agreed that the Secretariat will

S0 Maurilania still

{ry to raise funding for its construction, which - us its delay.
has no road connection to other Maghreb countries, while Libya has no railcoad
conneclion. The TransMaghteb train, which was supposed to start operating between
Tunisia and Cassablance via Algiers in 1990, was only launched in 1995,

Because of the UN air embargo against Libya, air linkages were non-existent between
Libya and other Maghreb countries and ministers have not been able to make progress
on forming a Maglreb union of airports. In similar vein, border controls have
remained as sirict as ever, notwithstanding the announcement by Maghreb leaders that
common passports, identity documents, and driving licenses would be issued soon
after the signing of the Treaty of Marrakesh. Only in 1994 did the Ministerial Council
on Post and Telecommunications slart to seriously implement the project of linking
{he Maghreb countries with fibre optic cables, after a debate of three years.®® These
delays were due not only to the cost of intra-Mughreb transport linkages and the

failure to raise money to develop these, but also to the continuing pelitical instability

% See Marchées Tropicaux, 24 May, 1991, p 1284

57 See Samir Gharbi, ‘Demain pou. ¢re, e 62 Afefygne No 1640, Tune 1992
%69 Sec A/ Bayane, 13 December §9¥4

56! See Le Matin, 9 December 1994
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in Algeria and the uncertain potential of increased intra-regional trade, which would

have justified the cost.

The creation of a Maghreb Investment and External Trade Bank was approved at the
Ras Lanouf Summit in 1991 by the heads of state. It was to finance joint projects in
agriculture and industry and encourage capital flows in the Maghreb. Iis capital base
was to be $500m, with cqual subscription by all Maghreb countries.”* However, the

Bank was never established because couniries started defaulting on their quotas.*®
2. Political obstacles
2.1 Regional decision-making

Although there has been some disagrecment on the juridical status of the Arab
Maghreb Union -- whether it is a confederation or association of states — legal scholars
agrec that it is an intergovernmental, rather than a supranational body.*® As such,
each state maintains full sovereignty and independence in all decisions, which has
complicaied and ofien slowed down joint decision-making at a regional level. Joint
negotiations with other groupings such as the EU have also been jeopardized because

AMU has no intermational ot supranational juridical pessonality.

Decision-making power is concenfrated in the AMU Presidential Council, which
considers decisions brought to it by the Council of Foreign Ministers, informed by
recommendations of the specialised ministerial commissions and the Follow-up
Commiltee. Its functinns, according to Acticle 4 of the AMU Treaty, are to realise the
objectives of the organisation, coordinate and orient its economic policies and cantrol
the activities of all other AMU badies. Functionaries are therefore left without any

decision-making power and other AMU bodies only play a cor.- 'ltalive, preparatory,

62 Sec Marchées Tropicaux, 12 July 1991, ¢ 1790
34 Brangois Sondan, op.cit., p 7
%! See Rafaa Ben Achour, ‘La nature juridique de PAMU” in Etudes Internationales, No 4, 1991, p 38,

228




or executing role.”* This trend has been most evident in the gradual marginalisation

of the Maghreb Consultative Council,

This is partly a reflection of the fact that the AMU was a project borne from political
elites in the Maghreb region. Therc has been no consultation with or involvement
from business, labour, or other movements in civil society in the selting up or
subsequent deliberations of the body.** The main considerations of this elite was to
consolidate and create a single Maghreb market in response to the perceived threat of
closing European export markets following the unification of Europe in 1992, and re-

7 Mohsen Toumi has observed that without a more

legitimise their regimes,
demeocratic culture and the iniroduction of social projects at a regional level, which
necessitates the involvement of civil society movements, the AMU will not achieve
devclopmental regionalism. Its non-concern with formations and structurés outside a
formal governmental level has also resulted in a lack of information by the media and
other interst groups on the organistion and functions of AMUL™ ‘Nationalistic
egoism’ and a ‘lack of pragmatism and initiative® are some of the reasons why the
AMU project has not been broadened to civil society, and why, in turn, it has not been
able to act as a vehicle for developmental regionalism.*® The benefils of a regional
free trade regime and joint regional production could never be achieved without the
engagement of social foces such as labour, business, and cven local communities,
participating in the regional cuoperation process. This, in turn, had to be spurred on
by instituting popular participation in regional decision-making institutions, This was
never even considered when Maghreb leaders started discussing regionalism in the
1980s. This was not surprising, however, given the lack of popular participation in

the domestic decision-making of Maghreb states.

565 See Messaoud Mentri, ‘Les perspectives de I’AMU 4 la lumidre d’autres expériences d'intégration
régianal en Afrique’ in A7 Mayadine, No 6, 1990, p 3$

%8 See Bouracui Malouah, ‘L' AMU et la conjonture intemationale’, Etudes fnternationales, No 41{4),
1991, pp 189-191 for further claboration,

%87 See interview with Claude Cheysson, Furopean Commissioner charged with Mediterranean
countries in L'Economiste Mughirebin, No 60, August 1992, p 22 He confirmed the (ears of Maghreb
leaders that Buropean unification would lead to a decline in European resources for partmerships with
associate states, due to the costs of unification, and an increasing ‘inward-looking’ otientation of
Europecan governments and producers,

¥ Francois Soudan, ‘Pourquoi L’UMA n'éxiste pas?’, Jeune Afrique, No 1640, p 18

5% Se¢ Mohsen Toumi, ‘Des développements égo-centres au développement solidaire’ in Kadmani-
Darwish (ed), Maghreb: les annees de transition, Les Editions du Maghreb, 1991, pp 169-187
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Regionalism from the 'bottom-up' is also a process that can happen without state
intervention. The social landscape in the Maghreb is very conducive to such social
inlegration. Not only do familial communities live across national borders, but the
shared Arab-Berber culture provides a common ethnic-culturat link, and Islam a
common religious and political ideology to mobilise social forces and communities
across borders to participate in the regional project.”™ As long as proposals for
regional industrial projects remain only in the realm of AMU functionaries, no
harmonised regional industrial strategy could emerge. To fonnulate and implement
such a strategy, one would need participation from business groupings, private

enterprises and social interests in civil society.”

Retween 1989 and 1993 AMU had no Secretariat due o a lack of funding and
disagreements on the role of the Secretarial and where it should be located. The lack
of a central administrative structure impaired the ability of the AMU to engage in
regional dialogues with other groupings such as the EU, coordinate trade promotion
activities, altract foreign direct investment into the region, or improve the efficiency
of joint regional enterprises. Once it was established, the Secretariat had to coordinate
decisions and activities between the decision-making and implementation structures
of AMU, and fundraise for regional projects and feasibility siudies. However, its
budget and governing statutes have never been transparent. Similarly, the Follow-up
Committee, which had to coordinate the work of the various specialised commissions
always held its meetings in camera*™ By 1995 the Secretariat started experiencing
increasing finavcial constraints, since some member governments had failed to pay
their dues for three years, and it had to operate with only 15 fuli-time functionaries.’”
After the freezing of AMU activilies in 1995, the Secretariat ceased its work, and

AMU was henceforth represented at international forums such as the 1995 Barcelone

370 For further detail on these linkages see Paul Balta, ‘La dynamique des rélations intermaghrébines', in
B Kadmani Darwish and M Dubarry, Maghreb: les années de transition, Masson, Paris, 1990, pp 223-
225

S For more delail see Mohsen Toumi, ‘Un Maghreb pour les Maghrebins’, /E4, Ne 187, 1983, p 14,
Governn:ents in the Southern Africon Development Community, for example, are construciing spatial
development initiatives, which are joint transport infrastructure projects, in partnership with ihe private
sector.

372 Gee Samir Gharbi, ‘Demain peut-éte’, Jeune Afiique, no 1648, June 1992, p 22
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Conference only by the AMU Secretary General, Mohamed Amamou.

Beiore 1992, AMU did not receive any outside aid or financial assistance from its
tr- litional domors. The Jack of financial resources severely curtailed the
organisation’s ability to fund feasibility studies for regional projects or coristruct
regional infrastructural projects. This is in contrast with the generous funding granted
to groupings such as the Southem African Development Community (SADC),
although the Iatter had become too donor-reliant. This lack of ﬁmding was especially
serious in view of the Presidential Council decision adopted at the Marrakesh Summit
in December 1991 that no joint industrial or trade project can be implemented without
a preliminary study. But in 1992, all Maghreb member states, except for Tunisia,
rejected a proposal of the Follow-up Committee that these studies be realised and
financed by the AMU member states themselves. The weakness of the Secretariat
prevented it from sufficiently fundraising for these studies, thus impeding the

implementation of joint ventures and projects.

The system of decision-making by unanimous vote has also severely curtailed the
functioning ability of AMU institutions. Alth- 1gh this system is used o facilitate
cowpromise between different views, it more often serves to obscure resclutions,
making ther difficult to interpret, and it can also immobilise decisions, since any
member state can use its veto to block a decision. This has blocked the realisation of

3% Another major blow to the regional institutional

many poiential regional projecis.
framework was the phasing out by all AMU governments of the post of Minister of
Maghreb Affairs in their bureaucracies after 1992, In Libya, Maghreb affairs became
part of the government structure dealing with Arab affairs, and in Morocco and
Algeria, it became part of their departments of foreign affairs. This showed a
declining commitment to prioritise AMU affairs, but also reflected political tensions
in the region, especially between Morocco an Algenia over the Western Sahara, and
with Libya over the US sanctions imposed against the Libyan govermment in the

aftermath of the Lockerbie affair,

57 See Moncef Matyong, ‘A, quand 1a rélance?’ in Jeuie Afrique, No 187, March 1997, pp 26-27
M See Messaoud Mentri, op.cit., p 35
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Finally, AMU institutions have not developed innovative siructures to suit ihe
priorifties and context of the region like other groupings, such as the Southem African
Development Community, have donc.”™ On the one hand it has borrowed fiom the
institutional architectures of various Arab organisations, which has allowed Maghreb
leaders to transpose their domestic concentration of power and personality cult fo an

intergovernmental levels® *

This manifested in the regular in fiohiing among AMU
bodies for status and clout. On the other kand, the region’s political leaders and their
advisors inappropriately modeiled the objectives and approach of the AMU on that of
the BEC (as most regional groupings in the developing world have done). This only
served to underline the fact that the EEC has become a ‘living laboratory’ for regicnal
integration theory and practise, encouraging its emulation by countries in the
developing world.” 7 According to Bourenane
the idea of indiscriminately copying institutions found in Europe and
elsewhere is not only a delusion, but also an obsiacle to building a
regional community [among developing couniries]. The institutional
choices made by the Buropean Union resulted from specific uistorical

circumstances based on high growth rates, low income ....erentials

among the various couniries, considerable local managerial and
iechnological capability, high levels of economic trade, govermuent
structures with a high degree of legitimacy, a sirong desire to end
generations of war and conflict, and access to massive extemal support

through the Marshall Plan. **

375 See Mohamed Chatou, “The present and future of the AMU’, in George JToffe (ed), North Africa:
nation, state and region, Routledge Press, New York, 1993, p 280. The Seuthern African
Development Community has decided that each member conatry will be in charge of an area of
sectoral cooperation. Although it has been inefficient in some ways, and there is now a movement to
restructure its operation, this has aliowed all countries {especially small landlocked couniries) to share
equally in the activities o} he orpanisation, and discousaged dominant beltaviour by the larger
connlries.

57 Although the Maghreb Consultative Council was based, in addition to the “Maijles-al-Umma’ of the
Union of Arab Republics in 1970, it also emulated some elewents of the European parliament. For
more detail see PS Agate, Le Maghreb, L ’Europe et fa France, CNRS Editions, Paris, 1992, p 123

37 S ¢ Jospeh Frankel, ' Contemporary futernational Relations Theory and the Behaviour of States,
OUP, London, 1973, p 48
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2.2 Sanctious against Libya

In November 1991, a British court indicted twe Libyan citizens for bombing a US
airline, which killed 270 people over Lockerbie Scotland in December 1988. In
January 1992, the Security Council unanimously adopted Resolution 731 of March
1991, which condemned this bombing, as well as that of a UTA plane over Niger in
September 1989, and called for sanctions against Libya in response. An air and arms
embargo wenf into effect against Libya in April 1992, in accordance with United
Nations Security Council Resolutinn 748, imposed under Chapfer VII of the Security
Council Charter. This resolution, tabled by the US, France and the UK, sought to
punish the Libyan government for refusing to cooperate with international
investigations into the bombings of the above airlines. These couniries claimed to
have proof that w.e Libyan secret service was involved in both bombings. Since the
adoption of Resolution 731, the Libyan government has been in dispute with the UK
and the US on the issue of where the two suspects were to stand trial and has

interpreted these countries’ objections to a trial in a neutral country as unfair.*™

Resolution 748 forbade all external flights by Libyan aitlines and banned foreign
airline companies from flying to or over Libya. It also provided for an embarge on all
aircraft components and on maintenance by foreign countries of Libyan commercial
planes. The 1992 embargo also coverud all supplies of military equipment to Libya,
including technical assistance. Rosolution 749 requested UN member states to
‘significantly reduce’ Libyan diplomatic representation abroad, and resirict the
movementof Libyan diplomats who are allowed to remain in their countries.
Furthermore, the US treasury department froze the assets of 46 multinationals

controlled by Libya in the banking, investment, cil and trading sectors in the United

57 Sec Naceur Bomrenane, ‘Theoretical and Strategic Approaches’, Regional Integration and
Cooperation in West Africe, Africa World Press, New Jersey, 1997, p 58-59

57 See Omar Mustafa Muntasser, Secretary of the General People’s Comiriittee for Foreign linison and
witernational cooperation, Statement of the Permanent Mission of the Libyan Arab Jamahiriya to the
United Nations, New York, 1 October 1996, pp 4-11. Thanks to the mediation efforts of the office of
Soutly African President Nelson Mandela, Libya has agreed to hand over the twa suspects to a
Netherlands court to siand trial under Scottish law in April 1999, Sunday fndependent, 21 March 1991,

pl
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States.”®

Libya’s partners in the AMU have been forced to uphold the UN-imposed sanctions,
although Morocco abstained from voting on Resolution 748. In response, the Libyan
government has been highly critical of its AMU partner govemnments for succumbing
to the UN embargo, despite their regular demands that the UN sanctions against Libya
be lifted, and threatened to leave the orgamisation as a result.’® Colonel Khadaffi
refused to take up the chair of the AMU after 1995, causing a leadership crisis in the
organisation. In addition, he could not participate in the 1992 Nouackchott Summit
because of the air embargo against Libya, which prohibited Libyan aircraft from
landing in Mawitania. However, Libya has never left the organisation, since AMU
still provided it with some solidarity ir the face of increasing international isolation.
Despite the Libyan government’s ardent suppo:rt of security cooperation in the
Mediterranean zone, the ‘545 or ‘group or ten’ economic and security dialogue
between the Furopean Mediterranean staies and the AMU, which preceded the
EuroMed Agreement, came to a virtual standstill after the UN embargo in 1992,
although Tunsia, who took over the AMU presidency in 1992, could have techacully
continued the dialogue.*™

Despite the stipulation in the AMU Charter that agpression dgainst one member is
aggression against all, no institntional procedure has been set up 1o effectively deal
with the implications of the UN embarge against Libya. The UN embargo has
reigned in the free movement of people and goods in the region. For example, Libya
introduced passport requirements for all Maghreb visitors after the introduction of UN
sanctions in April 1992, thus delaying the implementaton of a common Maghreb
passport, The embargo on the maintenance by foreign countrizs of Libyan

commercial planes was an economic blow to Moroceo, which has been responsible

80 hid.

581 See ‘Un casse-téte qui s'appelle Lockesbie’, JE4, No 241, February 1994, pp 12-13

%2 Mustala Muntasser, op.cit,, pp 10-11. The 5+5 dialogue (between the five AMU members and
France, Spain, Portugal, Italy and Malia) originated at a Ministerial Conference between the foreign
ministers of these countries in Algiers in 1991, The main purpose of the dialogue was to have been the
reduction of the development gap between the iwo shores of the Mediterranean, and foint secusity
cooperation,
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for maintaining the Libyan conmercial fleet.”™ Since the coming inte effect of the
embargo against Libya, there has also been a remarkable decline in official flow of
goods, people and capifal between Libya and Tunisia. UN sanctions against Libya
have therefore undermined the capacity of Libya to absorb the sumplus tabour in the
Maghreb region due to resirictions imposed on the movement of people between
Libya and other Maghreb countries. Moreover, due to the conflict between Libya and
other Maghreb states as a result of the UN sanctions, its role as a potential preferential
financier for regional infrastructural and industrial projects {i.e. joint ventures and
preliminary studies) has been undermined. Prior to this, ‘be Libyan govemment has
been showing significant interest in the construction of a regional infrastructure to

facilitate trade and production.®™
2.3 Civil war in Algeria

The civil war in Algerta, unleashed by the canacellation of the second round of
legislative elections in January 1992 has been a major cause of the decline in regional

economic and political cooperation among Maghreb regimes.

The 1973 oil boom has enabled the Algerian govemnment to placate Algerian society
for 15 years by exchanging public services, paid for by oil rent, for political'passivity.
However, the fall in cil prices, coupled with the increasing need for imported goods
have incapacilated the state, leading to increasing social upheaval and public
protest.*® This has led to major riots in Algiers in October 1988 (see chapter three),
which pointed to a deepening rift between the military government and Algerian
citizens, with the regime resorling to severe measures to restore order. Austerity
policies and govermment mismanagement have led to severe social deprivation,
causing frustration among the population. A weak private sector and a debt service

ratio of 75 per cent had quelled any possibility of fast and timely employment

¥ See Afiican Markets, Volume §, no 10, p 16

38 The Libyan government has constructed highways between several Tunisian towns and Tripoli to
encourage the movement of goods and people. See Beatrice Hibou and Luis Marlinez, op.cit, p 7

585 Michiel Bekker and Paul Aarts, ‘Dilemmas of Development and Democratisation in the Arab
World', in fnternational Journal of Political Econony, Yolume 23(1), 1993, pp 93 and 99, The import
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creation™. At the same time, the schism within the Algerian regime was deepening,
evidenced by rivalry between the reform-minded Chadli Benjedid and the party
stalwarts in the National Liberation Front ruling party, resulting in cautious and

incremental reform initiatives.”

In 1989, in response to internal pressures, the Algerian regime adopted a new
constitution allowing relatively free political activity. The Islamic Salvation Front
{F1S) wen an overwhelming majority of local municipalities in the 1990 municipal
elections. This was a reflection of the inread Islamists have made since the mid-1980s
in communities whose livelihoods have been affected by unemployment and a fz.
subsidies of basic consumer goods, by providing them with the basic services that the
state could no longer provide. By 1990, unemployment had reached 20 per cent, with
the unemployed comprising mostly urban young males, who were especially
susceptible to the Islamist movement’s appeal. They would later be drawn into the
cycle of violence, which has come to characterise the Algerian political landscape in

the 1990s,%

In June 1991, Islamists protested in the streets against what they perceived to be
unfair electoral laws, after wirm_ing the 1990 local elections. At the time, Algerian
society was suffering from 227 per cent inflation, rapidly increasing unemployment,
overcrowding, lack of public transport and drinking water, and the spiralling cost of
food. Pervasive corruption, a collapsing public sector, a ruined education sysien, a
budget depleied by debt service payments and food imports, and a demographic
explosion exacerbated falling living standards, poinling to an impending crisis in the

Algerian polity and society, **

restrictions levied by the Algerian government have constrained both production and consumption,
also leading to economic contraction.

58 See Ailfred Harmida, "Taking responsibility” in The Middle East, April 1993, pp 17-18, By 1997,
unemployment had reached an estimated 28 per cent. Bisiness Afiiea, Economist Intelligence Unit, 1-
15 January 1999, p 10

587 Rabert Mortimer, *Algeria after the explosion’, Curvent History, April 199C, p 161

*¥ Rusiness Africa, 1-15 January 1999, p 10

¥ Eduardo Serpa, The rise of Islamic fundamentalism and the future of North Africa’, in Afiica
Tnsight, Volume 22(3), 1992, pp 186-196. Also see Abdlekader Taibouni, ‘Reformes economiques el
ajustement structurel en Algerie’, djustement Structurel ay Maghreb, Altematives Sud, L'Hurmattar
and Cenlre Tricontinental Louvain la Neuve, 1995, for the social impact of structural adjustment
programmes in Algeria.
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The FIS won the first round of parliamentary elections in 1991, but the military
intervened in January 1992 to cancel the second round. It ousted Chadli Ben Jedid
and to prevent further grassroots radicalisation, atrested FIS lcaders a- 4 imprisoned
thousands of Islamists. It appointed a Provisional Council comprising military
generals and imposed 2 state of emergency.®® In March 1992 the Council banned the
FIS under the pretext that the party was violating a constitutional principle that forbids
the formation of political parties based on religion, race or regional identity. It also
dissolved the Algerian parliament. A corrupt civilian and military elite continued to
govem the couniry and was thought to be responsible for the death of President

BRoudhiaf, who threatened their interests, in 1292,%!

These events precipitated an unprecedented period of violence in Algerian history,
which took the shape of a low-intensity civil war, During the first few years, acts of
violence were perpetrated by members of the Armed Islamic Group (GIA), a militant
Islamist organisation with no links to the FIS, as well as the militant wing of the FIS,
the Islamic Saivation Anny. They targeted prominent public figures and especially
local and foreign media workers. Their aim was presAMUbly to express their
political sentiment against the suppression of the Islamic moverment in Algeria by the

government and its allies (which included the raedia and the West).

However, since 1996 a pattern of violence started evolving which defied explanation.
Entire families and communities, especially those residing in the peri-urban areas
around Algiers, were being murdered by armed groups of militants, who would escape
the arm of the security forces. Many accused the Algerian security forces, under the
direction of General Lamari, a ‘hawk’ or ‘eradicateur’ who has refused to negotiate
with the Islamists, of both perpetrating these acts of violence and failing to protect

communities against the bandits, in an effort to discredit the Islamists.®® The GIA,

3% Aarts, op.cit, p 339

! See Edvardo Serpa, ‘The rise of Islamic fundamentalism and the future of North Africa’, Africa
Tusight, Volume 22(3), 1992, pp 188.

2 Tne Algerian security forces have extra-judicially executed individuals and groups, sometiries in
their homes or in front of their families or killed people in detention. See Amnesty International,
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operating in undisciplined groups of bandits, mostly comprising unemployed young
men and Algerians who fought against Soviet froops in Afghanistan were also
responsible for many of the deaths. Their targets included anyone thought to be
opposed to Islam, including foreigners, but also families of security force members,
the Islamic Salvation Frounf, othc~ Islamist guerillas, or the self-defense militias that

3

the Algerian military has set up in a number or regions.”” Disputes over land

ownership has even been cited as reasons for the violence.™ An estimated 80 000

people have been killed in Algeria since thie start of the conflict.™*

The military has continued to manipulate the political process to remain in power.
Liamine Zeroual, a former general, was appoiuted presidential candidate by a
‘national convention’ shunned by all credible opposttion parties in 1994 and was
‘elected’ president in 1995 in an exercise boycotted by all three popular fronts that
had won the totality of legislative seats disputed in 1991. The FIS was still banned
during the July 1997 legislative elections, while the anti-democratic constitutions and
election law remained in place. The president’s Mational Democratic Rally, amidst
accusations by all the opposition parties of electoral fraud, won 155 out of 380 seats
in the National Popular Assembly. These accusations hardly made any difference,
since the president has been endowed with enormous constitutional powers. In the
municipal and provinsional elections that same year, the RND captured 55 per cent of
the vote, again amidst allegations of widespread efectoral fraud.*® Thus, depite the
hopeful refonm initiatives of the late 1980s, economic misery, political exclusion and

social injustice remained prevalent in the polity and society.

‘Algeria: programme of action la end human rights crisis: open letter to all governments from the

Secretary of Ammesty Internationa)’, 6 March 1998, mimeo

5% For more detail see Louis Martinez, ‘Oui, Algerie peut sortir du cauchemar: rapidement’, Le

Nouveau Quotidien, 17 December 1997, For more information on the nature of the Algerian war and

ihe privatisation of security see Louis Martinez, ‘L armee/Islamistes: un coup infernal’ in drabivs,

September 1997 and Louis Martinez, 'Les protagonistes ont interet a poursuivre la guerte’, Sud Ouest,

3 March 1997.

5 Gee Barbara Srnit, ‘Algeria the Horror', in The New York Review of Books, Volume XLV, No 7,
April 23, 1998, For more information on the origins aud nature of the Algerian crisis, see Michael
¥illis, “The Islamist Chajlenge in Algeria: a palttical history®, New York University Press, 1998, and
Martin Stone, “The Agony of Algeria’, Colwnbia University Press, 1998. Lahonari Addi, ‘Algeria's
Army, Algeria’s Agony, Foreign Affairs, , Iuly/August 1998

9% See Amnesly Internationa), op.cit.

% Yor a detailed account of the Algerian crisis, its origins anu manifestation, see Hamou Amirouche,
‘Algeria’s Islnmist Revolution: The People versus Demacracy on hitp:/fwww.mepe.org/amirouch.htm
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The violent political instability in Algeria has profoundly affected fhe functioning of
AMU. Not only does Algeria boasts the largest economy and population in the
region, but historically the relationship beteen Algeria and Morocco has formed the
backbone of Maghreb cooperation. For example, it was the rapprochment between
Algeria and Morocco, considered the two pivotal states in the Maghreb, that
precipitated the Treaty of Marra' esh. The Algerian political situvation has firstly
affected the regularity of regional presidential council meetings. Without these,
substantial economic, political and institutional decisions that affected the regional
integration process could not be finalised, and by implication, implemented.*” Due to
the dissolution of the Algerian parliament in 1992, the Chowra or Maghreb
"Consultative Council, which was supposed to develop into a Maghreb parliament
seated in Algiers, has not met since 1992. The Islamist uprising in Algeria has also
been a major cause of renewed tension between the Moroccan and Algerian
governments. In August 1994 alleged Islamist terrorists attacked a tourist hotel in
Marrakech, leading the Moroc an goverument to re-wnsicll visa requirements for
Algerians to enter into Moroceo. The Algerian government reciprocated not only by
installing similar restrictions, but by closing altogether the borders between the two

countries in September 1994, thus preventing the movement of goods and people.”®

In a strange twist of irony, however, the Algerian conflict has led to increasing
security cooperation among Maghreb governments, all of whom feared a similar
opposition from Islamists at home, where they were all suppressing the Islamist

movements (see section 2.4).
2.4 The democratic deficit
The pseudo-democratic or undemocratic regimes in all five of the Maghreb states

have been a major impediment to developmental regionalism in the Maghreb. The

single fargest factor inhibiting the creation of a regional consciousness and bottom-up

597 The follow-up Summit to the March 1991 Maghreb Presidential Summit in Ras Lanouf never took

place because of the ctisis in Algeria.
3% Le Liberal, No 78, September 1994, p 9-11
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regional cooperation, has been the fact that all the d.aghreb heads of state, whn were
the central decision-makers in AMU, saw themselves as the ‘exclusive guardians of
state institutions”." In this capacity, they inisted on determining the pace and content
f the Arab Maghreb Union, which prevented for example the continuation of AMU
activities after King Hassan calied for the freeze in all AMU activities due to his
government’s dispute with Algeria. All the Maghreb leaders have created a cult status
around their personae and position, creating the impression that a Maghreo union is

depending on their personal interaction, personality, and histories of cooperation.

The failure of the Maghreb regimes to deliver social and economic justice to their
citizens, particularly during the economic crisis of 1980s and the austerity
programmes introduced by the IMF and World Bank, have giircn rise to increasing
soc’~l and political discontent, leading to widespread protects and riots during the
1980s (seec chapter three). Islam has remained the main source of cultural identity
during the colonial period and when secular governments took power in post-colonial
Maghreb states, Islamists withdrew to the mosques.®® However, the dire economic
and social conditions of the 1980s, and the failure of Maghreb regimes to deliver
social and economic justice, drew them out of the mosques again and the Islamic
movement became the{ mouthpiece for the marginalised in Maghreb socicties during
the 1980s and 1990s. Due to pressure from various sources, including the Tslamist
opposition, but also the international financial community, the form of the Maghieb
state in the early 1990s was undergoing a radical change, Since the mid-1980s, and
increasingly Juring the 1990s, the Islamic opposition in all Maghreb countries started
posing a serious challenge to the the existing ruling regimes’ political hold rm power,
but also to their mismanagement « " the economy and society, Despite a relatively
weak opposition in most Maghreb countries, by 1990 the state could no longer
maintain its claim to representaunvity, and was seeking a new consensus with a

younger generation.

This generation however, did not share the nationalist sentimeuts of the existing rulers

57 See Said Hammoudi, ‘Les tentatives d'integration’, in Etudes [nternationales, Val 3(2), 1992, p 338
4% See Robert Mortimer, *Algeria; the clash between Islam, Demacracy and the Military®, Current
History, January 1993, pp 37-41
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and the [iberation wars no longer ‘haunted the colleciive memory of society’,
explaining their refusal to accept the half hearted reforms of ruling regimes.® Most
states attemipted 0 partly reconstitute themselves in an attempt to fuse
authoritarianism -vith liberalism by handing down authority to lower levels of
govemment, while ai the same time recentralising all the state instrun.cnts of power.
This process of localising decisinn-making often led to chaos, and political reform

remained principally an elite occupation.®®

Despit, these democratic waves that
started ‘rippling” across the region since the beginning of the 1990s, Maghreb ruling

regimes have shown tenacity in their hold on power.

In Tunisia President Bourgniba has been appointed president for life in 1975 ,
designating himself the ‘supreme fighter’. In 1987 he was deposed in a quiet coup
d’état by General Ben Ali, who, although allowing more political and economic
freedom, launched a campaign of oppression against the Islamic opposition causing
interational concern about his regime’s violation of huwran rights. The Tunisian
system displays many features of an authoritarian democracy, with some form of
opposition politics allowed under the strict monitoring of the military-backed ruling
regime. After the ‘national pact’, which was concluded in 1989, four political parties
were legalised and the Destourain Socialist Party, which was the only ruling party for
30 years, changed its name to tht; Constitutional Democratic Rally. The Islamists
boycotted the 1990 municipal elections after the En-Nahda party was banned under
the pretext that it was a ‘religious’ party, forbidden by the constitution. Although the
legal opposition has been allowed greater representation in parliament since 1992, the
political system is designed to retain the majority seats in parliament for the ruling
party. In the 1994 presidential election President Ben Ali stood unopposed for
president, all his opponents in jail®® The Tunisian regime has been repeatedly
accused of human rights violations by the international community, especially against

the Islamist opposition,

50t Jean Clande Santucci has identified this as one of the main reasons why the first attemp! at
regionalizm in the Maghreb did not succeed. See Santucei, “Le Grand Maghreb réactive: crise des
états’, in Annuaire de l'dfvique du Nord, 1983, p 408

2 See Dirk Vandewalle, ‘At the periphery: Notth Africa, the Buropean Comraunity and the end of the
Cold War', in The Maghreb Review, Volume 17, (1-2), 1992, p 37

0 See Lisa Anderson, “North Afiica: the limits of liberalisation’, in Current History, 1993
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In Morocco, King Hassan II has designated himeelf the ‘Comrnander of the Faithful’,
and playing on his descent from the Prophet Mohammed has assumed a symbolic and
almost unassailable position in the Moroccan polity and society. Despite a delegation
of power to the parliament and the Prime Minister in 1992, he could still subordinate
the judiciary and other constitutional institutions to his executive power. Still, he is
generally viewed in a benevolent way and has managed to co-opt some sectors of the
Islamic establishment, thus managing to contain the Islamic opposition forces to some
extent.” Despite this, the Moroccan government has refused to legalise the Islamic
opposition parties and has bestowed harsh freatment on the Islamic opposition, partly
in fear of the Algerian scenario if the political terrain is opened up to Islamists.®™ As
a result a growing Islamic opposition has been developing in Mereceo.® Despite the
introduction of multi-party politics in the beginning of the 19905‘;, the historical loyalty
of the rural constituency to the existing state rulers, restrictive laws on the formation
of political parties, state conirol of the media, and the watchdog role of the military

has limited political space in Morocco.*’

Jn Libya, General Muammar Khadaffi has been in power since the coup he lead in
19G69. The Jamahariyya, or state of the masses, is based on notions of bottom-up
direct participatory governance, borrowed “from Arab nationalism and other
ideclogizs. He has ruled for 30 years through a General People’s Congress by
repressing opposition and dictating all political, social and economic life in the
country. As in Algeria, oil rent has enabled him to exchange political passivity from
his subordii.ates for free entitlements, partly through elaborate subsidies of basic
consumer goods, However, declining oil revenues have incapacitated the state’s
ability to provide many basic services to Libyans, resulting in increasing popular
dissatisfaction with the Libyan regime. Coupled with their realisation thet the General

People’s Congress serves only as a rubber stamp for government policies, this has led

6% See Ecuardo Serpa, “The rise of Islamic fundamentalism and the future of North Africa’, Africa
Tusight, Volume 22 (3}, 1992, p 192

695 See Mohammed &l Achhabe, 'La Lame de fond a I’intérieur des pays de I'UMA’, Le Liberal, No 43,
January 1991, p 6

5% Mohamed El Acchabe, op.cit., pp 11-12

597 See Michiel Bekker and Jan Aarts, op.cit,, p 103
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to an upsurge of Islamist movements in urban centres.*® Political prisoners in Libya
have generally tended to be members of religious groups and in 1993, for example,
Khadaffi incited his followers to kill Istamic militants.

In Algeria, in response to growing domestic opposition and extemnal pressure, the
Algerian regime revised the constitution in 1989, The new constitution pre- " ded for
the separation of powers and guaranteed fundamental freedoms including the right to
establish political ‘associations’, for the first time in Algeria’s politic " history. The
new constitution spawned 59 parties overnight, which spanne. ideological
spectrum ranging from secular fanatics to religious extremists, and in 1990 the first
municipal elections under the new constitution took place. The military-backed
govermment cancelled the second round of legislative elections in 1992, after the first
round has been won by the FIS, which also won the 1991 municipal elections. Under
conditions of social and economic depravity and the lack of an antonomous middie
class, democracy remains fragile, reversible and even unwanted. A low-level civil
war has erupted since the banning of the FIS, the arrest of its supporters, and the
dismantling of the Algerian parliament in 1992 (see previous section). The
presidential and legislative elections that were held subsequent to the coup, in which
the presidential candidate’s party has won a majority of seats, have been scomed as
undémocratic by most observers. Not only were they ﬁ'a!.'.d‘ulent, but they were based
on an undemocratic constitution and elecioral iaw, and also did not include the banned
Isiamic Salvation Front. Although prospects looked favourable for the institution of
some form of democracy in Algeria at the heginning of the 1990s, politicat and social
exclusion has remained as rife under the new cabal of military-backed rulers as under
President Chadli Benjedid’s nepotistic and voracious rule during the late 1970s and
the early 1980s.5®

In Mauritania, a group of army officers overthrew the Ould Daddah single-party

regime, which had come to represent the interests of foreign capital in 1978. This

% ) isa Anderson, ‘Liberalistr in North Africa’, Current History, Volume 89, No 546, 1990, pp 145-
148
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coup, partly carried out to ensure Mauritenia’s withdrawal from the costly Saharan
war, introduced six years of military rule. A 1984 coup d’état brought to power
Colonel Sid’Ahmed Taya, whe still rules the country. Inter-ethnic violence in the
Senegal Valley and gross hAMUn rights violations have characterised his regime until
1992, when under internal and external pressure, presidential elections weire held and
he was clected president. He coninued to control the domination of Mauritanian
politics through his Social Democratis Republican Party (with parliament and the
judiciary under contro} of the ruling ¢lan) and also coutinued to oppress the Islamic
opposition, arresting members of Islamist groups and banning political speeches in
mosques.’®  State-sponsored violations against southern black Mauritanjans have

been rife under the new political dispensation.5"'

Beckechi makes a strong point that a unified Maghreb space can only be the outcome
of democratic conselidation, respeci for hwman rights by all states and the
invelvement of all sectors of civil socizty, especially the private sector and inteiest

612

group asseciations.”? Undemocralic leaders do not have the political vision necessary

® In all Maghreb countries, tribal and clan

to drive developmental regionalism.”
groups have been able to block reforms that could threaten their conirol of state
patronage, and government policy has discouraged the expansion and differentiation
of civil society, ’ Class- and interest-based organisations are st..l wezk and therefore
unable to pose a serious challenge to the the ruling elite, although groups based on
family, faith and ideological ties (such as the Istamists) have become more organised

and thus able to contest ruling regimes.®"

% See Hamou Amirouche, 'Algeria's Islamist revolution: the people versus democracy, Middle East
Policy Jouraal, Volume 4(4), 1998, for a detailed account of the economic mismanagement of the
Chadli regime.

¢1% See David Seddon, 'The political economy of Mauritania: an introduction’, Review of African
Political Economy, 1996, No 68, pr 197-214 for an in-depth overview of the political economy of
Mauritania

U See Anthony G Pazzanita, “The origins and evolution of Mauritania’s Second Republic’ in Jowurnal
of Modern African Studies, Volurae 34(4}, 1996, pp 575-596

12 Interview with Sandro Cerato, EEC Head of Delegation to Tunisia, /E4, No 232, April 1993, pp 20-
21

513 See Abdelwahab Bekhechi, ‘Le Maghreb: passé et perspectives’, Al Mayadine, No 6, 1930, pp 23-
32
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For the developmental regionalism {o succeed, a change in the form of state is
necessary, withoul which there would be no popular support, political will cr proper
institutional framework to facilitate the complex processes of regional ‘ntegration.®"®
Currently however, pseudo-democratic or outright authoritarian regimes still dictate
the pace of AMU activities and no institutional democratic culture exists at 3 regional
level, reflecting the fack of democratic consolidation in Maghreb member states.®'®
This leads to the conclusion that the Maphreb leaders have signed the Treaty of
Marrakech mostly for politically opporiunistic reasons and narrow nationalist
objectives (see chapter three), and that the values of visionary leadership, political
tolerance and solidarity, which allows governments to place regional interest ahove
national interes{, never informed the objectives they envisaged for the regional

project.

What is interesling though, is that some form of functional integration outside the
formal structures of AMU, such as the creation of a Union of Maghreb Banks and a
Business Council, partly as a result of economic reform in atl the Maghreb countries,
has starled taking shape since the mid-1990s. However, while these institutions can
do much lo foster dialogue and create a regional consciousness, a regional political
framework is still needed to chamnel the regional pgrouping into a developmental
framework, which includc;s notions of people-cenired parlicipatory democracy.and
development, The only regional cooperation currenily taking place is between the
security forces of Maghreb regimes in their common quest to repress the Islamist
opposition. Since 1991, afier the FIS victory of the first round of legislative elections
in Algeria, the governmenis of Tunisia, Algeria, Morocco and Egypt have started
cooperating to contain the Istamic opposition in their own countries.'” In 1997,
despite the dispute between the Moroccan and Algerian governments that has brought

AMU to a standstill, the interior ministers of Algerta and Morocco continued to meet

614 See Robert Mortimer, ‘Algeria: the clash between Islam, democracy and the militacy’, in Current
History, Januacy 1993, pp 37-41

815 Many scholars have used different terms for the type of state necessary for encouraging
devetopment. These range froin a transformational state {see Robest Cox in chapter one} to a
developmental state.

66 [neryiew wilh Mr Naami, Institute of African Studies, Mohammed V University, Ra..s, Novemt
1995

$17 Eduarde Serpa, ap.cit., p 194.
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to discuss anti-terrorists security coordination.’® The Islamist ‘threat’ seems to have

become a new basis for regionalism ‘from above’.
2.5 Intra-regional political conflict

Relations between Maghreb regimes, since the establishment of the Maghreb
Permanent Consultative Committee and continuing in the Arab Maghreb Union have
been marked by mistrust of one another’s political and leadership motives in the
region, rival nationalist ambitions, and a divergence of motives for establishing a
Maghreb regional grouping. These tensions have been exacerbated by the Western

Saharan crisis, in 1990, by the Gulf war.
2.5.1 The Westera Sahara crisis

The Westem Sahara crisis has been the single largest political factor impeding
increased regional cooperation in the Maghreb. Not only did the outbreak of the war
between the Morocuan government and the Algerian-backed Polisario movement in
the Western Sahara in 1975 stall the first wave of regionalism in the Maghreb , but in
1995, Algeria’s criticism of the Moroccan government befors the Security Council
over its blocking of the the UN—manaéed referendum process again caused a freezing
of relations between the two governments, bringing the whale regional project to a
standstill, Algeria and Morocco has always been in dispute over who is to dominate
the region. Throughout the 1980s, both states tried to form alliances with other
Maghreb states to counter the other's position in the region. This somewhat
resembled the relationship between France and Germany in Europe and has fuelled an

indigenous ‘cold war’ in the Maghreb until 1989,

The rapprochement of Algeria and Morocco from the mid-1980s onwards represented
an evolulion from relations of confrontation (each wanted to establish a hegemonic

position in the region), to alliance building. Both regimes hoped that such an alliance

12 Abderhmane Hyane, ‘Maroc-Algérie: prémices du dégel’, Jeune Afrique Economique, no 233,
1997.
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would enable them to maintain the political status quo at home in the face of domestic
economic crises and political protest. This explained the voite face decision of the
Moroccan government in 1988 to establish official relations with the Algerdan
govermment, despite the latter’s continued principled support of the Polisario,
aithough, due to declining oil revenues it could no longer support the Polisario
financially.®” In the opinion of the Moroccan government, the Polisario has always
been an artificial creation s'affed by Algerian mercenaries and funded by the Algerian
L620

governmen It is true that without the travel documents, funds and military

supplies provided by Algeria, the Polisario might have remained a powerless refugee

moverient.®

Both parties resolved that the Western Saharan conflict should be kept out of the
ambit of AMU (which in hindsight was a wrong approach - there should have been a
conflict resolution mechanism established in AMU to resolve the dispule). The
Moroccan government ensured that the AMU Treaty prohibited any further support of
Polisario by either Algeria or Libya (see section 2.5.2). It also established the
principle, at the 1988 Zeralda Summit, of bilateral, rather than multilateral discussion
of political tensions between Maghreb member states.  This was seen as a necessary
measure to continue the activities of AMU, especially afier a hard line military pro-
Polisario faction of the FLN took over power in Algeria in 19902 The inevitable
result was that all summits remained of a technical nature, with no mention made of
the Western Saharan crisis.”? However, the issue of Westem Saharan independence
continued to divide the leadership as well as the societies of Morocco and Algeria,
They were politicised to either support (Algeria), or oppose {Morocco) the
independence of the Saharan territory. A reflection of this is the propaganda against
Minurso in the official Moroccan media, which has continued to deride the
referendum pracess in the Westem Sahara as a ‘farce’; fuel the belief that the

Polisario is nothing but an Algerian creation; and blame the Polisario for obstructing

49 See Abdelkader Djeghloul, ‘Sahera occidental: logiques pluriclles d*un conflit et d’une négotiation
enlamée’, B Kadmani Darwish and M Charouni Dubarry (¢ds), Maglreb: les Anndes de Transition,
Masson, Paris, 1990, p 243

620 Qee Johan Damis, ‘Morocco and the Western Sahara’, in Current History, April 1990, p 167

! Johan Damds, ‘Morocco and the Western Sahara®, Curvent History, April 1990, p 168

2 1o Liheral, No 24, February 1990, pp 11-13
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the referendum process.™*

The protracted war between the Morocean military and the -Polisario, which was
supported by the FLN govermaeat from 1975 to 1988, presented the international
community with a renewed challenge at the end of the 1980s to resolve the conflict
over the independence of the Western Saharan territory. The Organisation of African
Unity (OAU) has already called for a referendum in the Western Sahara i 1979, and
in 1981 the Moroccan govemment indicated for the first time its willingness to allow
a referendum in the territory under international supervision.”® By 1988, Morocco
could no Jonger afford the huge budgetary cost (about 3 per cent of GDP between
1976 and 1986, mostly funded from Saudi Arabian overseas development assistance)
of the Western Saharan war. Only the cost of maintaining the defensive wall in the
northern triangle of the Western Saharan territory has amountéd to about US$1bn a
year, one third of the Moroccan government’s total annual defence spending. Added
to that was the US$430m a year spent on the campaign to win the ‘hearts and minds’
of the Salvawi people in the Laayoune province.®® It has been estimated that
Morocco has spent more than US$4bn until 1995 to maintain its army in the Weetern
Sahara, which is five times more than Algeria has spent on financing the Polisario.”
Tuis partl;_z explains why the Moroccan goverunent was ready to find a solution to the

problem by the end of the 1580s. )

In 1987, King Hassan ceased to insist on the traditional Moroccan position that
Algeria, and not the Polisario, is the real party to the Western éaharan conflict, This
was partly a result of {he recommendation of a UN fact-finding mission to the
Vestern Sahiara in 1987 that a referendum be organised, and the agreement of the

Polisario and the Moroccan government to the ‘setilement proposals’ recormmended

52 See Marchées Tropicaus, 27 Noveinber 1992, p 3128/9

2% Qeg the following newspaper atticles, ‘Mettre fin a la farce des separatistes et leurs soutiens’, A/
Bayane, 25/11/1994; *Le polisario obstructionniste’, Le Matinl5 January 1998, “Le “polisario” dresse
des obstacles perilleux qui menacent 1’operation referendaire’, Le Marin, 11 January 1998;

52 See ‘United Nations Mission for the Referendum in the Western Sahaca’, in The Blue Helmets, a
Review of UN Peacckeeping, United Nations, New York, 1996, Published on website
https/fwww.un.ore.80/Depis/DPKOMissions/minurs b.him, p 2

626 See John Dawnis, op.cit., pp 165

7 See Ignace Dalle, 'Le Maroc a fait des dépenses considérables au Sahara, Agence France Presse, 4
November 1995, mimeo ’
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by Perez de Cuéllar in 1988.°® In January 1989, King Hassan received a high-level
Polisario delegation in Rabat. This was his first public meeting ever with the
Polisario leadeiship, although he still refused to negotiate directly with the leaders of
the movement.  Afer several meetings between the UN Secretary General and
More~can and Polisario representatives in 1989, it was agreed that the referendum be

limited tc Sahrawis listed in the 1974 official Spanish census.

In April 1991, the UN Seccurity Council appre sed Resolution 690, calling for the
establishment of a 2700-strong UN Mission (o the Western Sahara (Minsurso) to
organise a referendum based on a volers list comprising the Western Saharan
population listed in the 1974 Spauish census, as well as Sahrawi refugees. The UN-
administered referendum was to have taken place in January 1992. By March 1999,
however, inany postponements and 12 Seceurity Council resolutions later, no
referendum has yet taken place to date.”® The reasons for this are varied. They
include the violation of the cease fire on several occastons by both Morocco and the
Polisario™, the continuous occupation by the Moroccan army of the Western
Sahara®', the misadministration of the referendum by Minwrso®’, administrative

difficulties of verifying eligible voters™®, and irreconcilable differences between the

628 N Resolufion 658 of 1988 called for a settlement plan for the Western Sahara: a transitional
period, duting which the Security Council would bave exclusive responsibility over all matters relating
tn the proposed referendum, shon!d fead fo a ceasefire. A United Nations Mission for the Western
Saharan Referendum would verify the reduction of Moroccan troops and monitor their confinement (o
designated locations. 1t would also monitor the release of all Western Saharan political prisoners,
exchange of prisoners of war, implement ihe repatriation programme, identify and register qualified
volers, organised and ensure a fair and free referendum and count the votes. An Identification
Commission was o be established to review and update the 1974 Spanish census registers, 4
Referendum Commission would manage th~ referendum and the UNHRC was to repatriate Western
Saharan refugees. Minurso was cstablished in 1991, and the Identification Commission in 1993,

522 Gee BBC News, Sunday 6 Decerber 1998, hitp://www.news.bbe.co.uk/

3 Since 1991, for example, Morocco has breached the ceasefire 75 times, and Polisario only twice.
See Zoubir and Pazzanita, op.cit,, p 620-621 for more information.

3 The Moroccan military was not reduced to 65000 as requested,

632 Minurso has been deployed without the formal acceptance of both parlies to a peace agreement,
which rendercd it unable to develop beyond its ccasefire inonitoring rote and assume the ‘second
generation® activities authorised under its mandate, Its force structure and timetable were also
inadequate for an operation of this kind. See Michaet Bhatia, ‘Statemnent regaeding the issue of the
Western Sahara before the Fourth Committee of the UN General Assembly, 9 October 1998,
hitp://www.arso.org BHATIA98.htm

833 Tens of thousands of Moroccans arrived in the Western Sahara afier the ceasefire and had their
names inscribec on voter registration lists. Moroceo insisted on including Moroccan citizens with
historical ties to the Wesicrn Sahasa (up to 100 000 according to thetn who allegedly fled from Spanish
colonial rule to Morocco) on the voter registration lists. During the 1994 voter identification mission,
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Moroccan government and the Polisario on the identification of eligible voters and the
criteria for placing additional Sahrawis on the voter rolls. The failure to establish a
mechanism to monitor the referendum process continuously and allow for the ground-
level resolution of disagreements between Morocco and Polisario have also

compounded the organisation of the referendum,®

From the beginning the Morocean government has failed to comply with the UN-
managed referendum process. Not only did it refuse to turn the administration of the
occupied area over + e UN but initially it even refused the UN Identification
Commission, joumns, ..5, the European parliament, the United Nations High
Commission for Refugees (UNHCR) and the Red Cross entry into the Western
Sahara,”* Tt blocked the deployment of UN peacekeepers and refused UN-chartered
supply ships permission to unload UN supplies at Moroccan harbours. The Moroccan
military has been accused of harassing Minurso personnel;. surveying the voter
registration process; forcing Sahrawi political prisoners to declare loyalty to the
Moroccan governmeut before being released; forbidding the local Sahrawi population
to make contact with Minurso staff or journalists; and maintaining a huge military
contingent in the territory after the 1991 ceasefire, thus breaking one of the key
provisions of the ceasefire,

Minurso, in return, has been accused of having & pro-Moroccan bias, particularly

under the leadership of Boulros-Boutros Ghali who refased to condemn the Moroccan

the Moroccan-controlied media denied Minurso permission to purchase media advertisements,
Moroccan functionaries were taking voter applications from would-be voters and jnterfered in ather
ways with the functions of Minurso.

63 The Moroee n gavernment was trying to establish as broud eligibility as possible, in addition to the
70 000 Sahrawis identified by the Minurso Identification Commission, Minurso allowed Motocco to
add for verification an additional 200 per cent of the population of the Spanish Sahara of 1974 (about
160 000 petitioners), Perez de Cuellar imposed residence criteria of at least six years to be cligible for
voter registration, which was only accepted in 1993. Even after this date, the Morocean military
refused 1o post voter regisiration lists in Moroccan administered areas and disputes continued over
voler registration criteria. Polisatio claimed many irregularities, i.¢. that the 1974 Spanish census
documents had becn stolen and that the Moraccan government was trying to manipulate Minursa, See
DK Dryden, ‘Address to the United Nations] Fourth Comemittee’, Former US Liaision Office to (he
Special Liasion Office of Minurso, 7 October 1996 (http://www.arsa.org/Dryden-96.htm). Despite
these differnces, by 1998, Minurso had identified about 170 000 eligible Satwawis in Algeria, 30 00
in the Western Sahara and 50 000 in Morocco and Mauritania, based on the critcria agreed upon by the
Polisaric and the Moroccan government in (997,

635 Sec Stepchn Zunes, ‘Western Sahara; peace derailed’, Current History, 1996, p 34
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violation of the ceasefire, and a corrupt administration.®® Minurso has also
experienced operational difficulties in identifying eligible voters due to the wide
dispersion of tribal subgroups in the Westem Sahara and in parts of Morocco.
Polisario refused, for example, to participate in the identification of three tribal
subgroups and Sahrawis that have not been resident in the Western Sahara for voter
regisiration, since it has become increasingly suspicious of the inflation of 100 000
alleged Sahrawi citizens from Morocco, sponsored by the Morozcan government, ®7

Minurse, liowever, never challenged this influx of *voters” from Morocco.®®

In 1995, the Moroccan government sentenced a Sahrawi to prison for participating in
an anti-government protest in Laayoune, Jeading to the withdrawal of Polisario from
the referendum process. The Moroccan government has until that point refused to
negotiate directly with Polisario leaders, who in turn were willing to negotiate directly
with the Mo-~ccan government.”® Due to the fact that neither party wanted to make
concessions on the issue of eligible voter criteria, the UN setttement plan was held up
for two years uatil 1997. Both parties remained suspicious of the other, and believed
the other to thwart the referedum process to suit their own interests.*® During this

time, the Moroccan governn.ent continued to occupy the Sahrawi littoral, the most

836 Tbid.. In a speech before the Conservative Political Action Conference, in February 1996 in
‘Washington, Ambassador Frank Ruddy, who was a Minurso official, stated that “the UN has sold out
the 100 000 Sal:arans to keep favour with King Hassan I who ordered bis old chum and fellow North
African, Bouiros Boutros Ghali, to provide a fig leaf to cover Morocco's naked aggression and
occupation of Western Saliava,. See htfp:/Awww.arso.org/Ruddy2. htm He compared the *campaign of
terror’ Morocco ran against the Wesie' « Sakarans to that of the Apariheid government in South Africa
against blacks. Furthermore, DX Dryeen, ap.cit., has stated that the ‘The mission is not allowed to
function independently, but as a creature of the Moroccans®, citing Moroccan access to UN
headquarters, the Moroccan flag flying next to the UN flag, tampered mail, searched rooms, and
tapped telephones as evidence, In the view of Michacl Bhatie, op.cit., the UN-monitored ceasefire has
allowed the Moroccan authorities to consolidate their presentence and alter the democraplhic character
of the territory sa that it may adhere to their conception of *Moroccanness’.

53 United Nations, op.cit, p [1

5% Qee United Nations, op.cit., p 13

539 See Yahia H Zoubir and Anthony G Pazzanita, *The United Nations® failure i resolving the
Western Sahara conflict’, Middle East Journal, Volume 49(4), 1995, p 627

810 by an interview with M Mohamed Abdefaziz, President of the RASD in Le Matin, Algiers, 9 Jannary
1996, he staled that while the Polisaria has kept to the 199 peace plan, Morocco bas inflated the
voters lists with ils own candidates to ensure that the vote tumms out in favour of a Moroccan Sahara.
The Polisario also viewed the UN and Minurso to be biased and intent on maintaining the status quo,
evidenced by its lack of authority vis-a-vis the Moroccan government’s violation of the ceasefire
agrecment. While the Polisario is willing to negotiate directly, the Moroccan govermment has always
refused. In 1995, HAMUn Rights Waich aiso published a 38-page Report on Minurso, which
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mmportant Sahrawi towns and the northem phosphate-rich zone of the Western

Saharan territory.

In 1997 Moroccan goverament and the Polisario leadership agreed for the first time to
talk to one another diret v through the mediation of ex-US statesman James Baker in
Houston. In these historic negotiations, both parties agreed to an increase of between
30 000 and 40 00C voters in addition to the 1974 Spanish census figures, which
amounted to about 80 000, as well as partial autonomy for the Western Sahara.’" The
latter proposal was close to the plan proposed by the Moroccan government to tum the

2 T} ure are varied reasons

Waestern Sahara into a decentralised province of Morocco.
why the Polisario leadership agreed to partial autenomy in a radical reversal of its
earlier posilion of independence. The Polisario has been weakened since the 1991
ceasefire — several leaders have defected or committed suicide and thousands of
Polisario members have left the refugee camps in southern Algeria for towns
controlled by Morocco in the Western Sahara. Also, by 1997, ohly 30 states were still
recognising the Western Sahara as an independent state as opposed to about 70 in the
1980s. Some observers also believe that many Polisario members are hesitant about
the viability of an independent state and would give up the armed struggle under

pressure from Algeria,™®

Furthermore, it has become clear that the Moroccan government will never allow the
Western Saharan territory to become independent, as proven by its niany attempts to
influence the oulcome of the referendum. Reasons for insisting on its claim to the

Western Saharan territory include the revenue potential of the phosphate deposits in

documented blatant hAMUn rights violations and vote fraud by the Moroccan forces, without any
intervention from Minurso

641 Parties also agreed that the Moroccan armed forces could stay on in the Sahara during the fransition
period, to exhange prisoners of war, and that Minurso has all the authority (o conduct and control the
referendum process. See Francois Soudan, ‘Ce qui ¢’est passé 3 Houston’, in Jeune Afrique, No 1916,
24.30 September, 1997, p 14

842 See Lucien Ahonto, ‘Le Maroc et le Front Polisario sur le terrain des concessions’, in L 'Jutre
Afrigue, 10-16 September 1997, p 28, Also see Hamid Barrada. ‘La derniere bataille du Sahara’, in
Jeune Afrigue, No 1916, 24-30 September 1997, pp 12-14 for the Moroccan interpretation of the
Houston deal. Whatever the future status of the Westem Sahara, Morocco will keep its ‘southern’
provinces of the Westemn Sahara.

6% See Mohained Chatou, ‘The present and future of the Arab Maghreb Union’, in George Joffé (ed)
North Africa: nation, state und region, Routledge, London, 1993, p 32.
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the northern part of the territory, as well as the geo-political risk of losing 2 large part
of coastal territory considered to form part of Morocco’s history, population and
territory. ‘The Westem Saharan conflict has also served to legitimise the largely
unidemocratic rule of King Hassan and silence his opposition through his appeals to
public national sentiment in the past, especially during the Green March of 1975 (ses
chapter two). This has led many observers to conclude, in view of the 1997 Houston
agreements, that the most pragmetic avenue open to the Polisario instead of pursuing

its quest for an ‘impossible independence’, would be to accept partial autonomy.**

The Houston agrecment stipulated that Minurso had to identify an additional 117 000
potential voters, a task it had completed by Septen.oer 1998. However, once again the
Moroccan govemment insisted that an additional 65 000 Moroccan citizens, who
belonged to Morocean tribes classified under the Spanish census, be inc}udéd for
verification.*® It continued to obstruct the work of Minurso by holing up ifs
communications and other equipment by creating procedural and bureaucratic
problems in customs clearance of the much-needed equipment, thus constraining
Minurso’s operational activities. In addition, the Moroccan administration has not
taken any concrete measures to allow the UNHRC to carry out the necessary
preparatory work for the repatriation of Sahrawi refugees and their immediate
families# Moroceo also failed to sign a status-of-forcesQagreement in what can be
viewed as a deliberate attempt to delay the referendum planned for December 1998,

which in fact never took place.

In December 1995 the UN Secretary General, Boutros-Boutros Ghali, attempted to
solve the deadlock between Morocco and the Polisario over voter identification. He

made a proposal to the Security Council that voter identification aeed no more involve

4 See Hamid Barrada, op.cif., p 13

55 These tribes were classified as H41 and H61 by the Spanish census, hut both Morocco and Polisario
had agreed in Houston that they would not directly or indirectly sponsor or present for identification
anyone from tribal groupings H41, H61 and }51/52 other than persons included in the Spanish census
of 1974 and their immediate family members.

6 See Ahmed Boukari, Polisario representative ‘Statement regarding the issue of the Westem Sahara
before the Fourth Committec of the UN General Assembly’, 9 October 1998,
http://www.arse.org/Boukhari98 htm
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representalives from both parties.*” This was a fundamental revision of the rules for
voter identification established in the original 1991 Settlement Plan, agreed to by
Morocco and the Polisario and would have effectively allowed Morocco to register
the claims of up to 100 000 Moroccans to participate in the referendum. Conditions
that allow the enfranchisement of such a large number of Moroccan citizens with no
or questionable ties to the territory would inevitably lead to a referendum outcome

acceptable to the Moroccan government.**

After lengthy discussions in December 1993, the Security Council adopted Resolution
1033, which did not accept the UN Secretary General’s proposal. It only welcomed
the proposal as a useful framework for future discussions. This was the result of
concerted lobbying by Polisario, but also the very strong protests agatust {his proposal
by the Algerian government, who accused the Morocean government in a submission
to the UN Sfecurity Council, of wanting to influence unfairly the outcome of the
referendum. The submission also criticised the UN Secretary General proposal as
disproportionately favouring the Moroccan governments interests in the outcome of

the referendwm.

In response, the Moroccan government demanded at an AMU Follow-up Committee
meeting in 1995 that Algeria, who was presiding over AMU at the time, suspend all
the organisation’s activities. In an open leiter to the Algerian foreign minister,
Abdellatif Tilali, the Moroccan foreign minister, took exception to the Algerian
government's intervention in the Security Council, ‘which fundamentally changed the
position of [neutral observer] that the Algerian government has [until now] seemed to
take.*® He maintained that Algeria has become an active party to the conflict, which

was in contraction with its agreement in the Settlement Plan not to become involved

¢ 8¢ United Nations Security Council, ‘The Situation conceming the Western Sahara: Report of the
Secreiwry General’, 24 November 1995, mimeo

% A ccording to Martin Huges, ‘United Nations: recent developments’, UK Western Saharan
Campaign, 8 February 1996, Lhe secretary general’s proposals would have compounded the flaws in
the identification process, created new conditions where voter identification would take place purely
on the oral evidence of a Moroccan-nominated triba! leader, which would represent a complete
capitulation of the UN to Moroccan demands. hitp:/fswww.arso.org.01-3-7.tm

649 T)is letter was published in all the major Moroccan newspapers. See L'Opinion, 23 December
1955,p 5
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in the conflict.*

In 1996 the Algerian government, who was still techrically presiding over the AMU,
proposed tk  convention of a Maghreb Heads of State summit. Tt argued that it has
not departed fundamentally from its neutral position as an observer the Westem
Saharan referendum in ifs letter to the UN Security Council. The Moroccan
government, however, continued to insist on the standstill in all AMU activities for as
long as, in its opiniow, the Algerian government continued {o support the Polisario
position. The Moroccan regime has always suspected, since the Algerian government
started supporting the Polisario in 1974, that Algeria’s stated commitment to self-
determination and third world solidarity, under the guise of which it justified its
support for the Polisario, was a mere front for its real ambition of territorial expansion

it the region.

Despite efforts by Libya and Tunisia to resolve the dispute between Algeria and
Morocco at the end of 1996, and despite statements by the Tunisian, Algerian and
Moroccan presidents in Febrwary 1997 that the Union should be revived, its

institutions have ceased functioning.®

Due to its lack of dispute resolution mechanisms, and as a result of th;a centralisation
of decision-making in the Presidential Council, which in turn is filled with leaders
who see themselves as ‘guardians of the state’, the dispute between twa members of
the AMU has allowed the whole project to come to a standstill, instead of Morouco
puiling out of the Union while official regional political and economic activities

continue,

As a result of this dispute, there has been ro progress since 1996 in implementing the
various protocols that would allow for trade and production integration. However,
activities outside of the official framework of AMU, such as joint technological and

energy ventures, as well as the creation of various cross-border non-govemmental

30 See 1L'Opinion, 23 December 1995, AL Bayane, 23 December 1995,
83 See Agence France Presse, 30 Oclaber 1996 and Weckly News, Westem Sahara, 17-23 February
1997, hitp:/lwww.arso.org/
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associations for cooperation in functional areas such as education, development a:d

business, have continued.

The decades-old conflict betw .. Algeria and Morocco, the two ‘poles’ of the
Maghreb, over the Western Sahara will only be resolved once this contested area,
which has ties to Algeria, Morocco and Mauritania, becomes a ‘space of solidarity
and rapprochement’. A peripheral region such as the Maghreb should avoid further
‘balkanisation’ into even smaller aulonomous parts, This would lead to even greater
policy and economic fragmentation, which is the opposite of what the Arab Maghreb
Union project has tried to achieve. While such an argument may support the claims of
the Moroccan regime to respect the territory’s historical territorial integrity, it is also
true that the peoples of the Western Sahara are intricately connected to those of the
three surrounding territories,*® This reatisation should spur on Maghreb tegimes to
jointly address the demands of the Polisario, instead of allowing these to polarise the

region.
2.6.2 Different motivatioas for regional in{egratioi.

It has already become clear at the first meeting of the political commission, appointed
'by the 1988 Zeralda Summit to investigate a regional integration approach for the
Maghreb, that Maghreb countries had very different expectations, motivations, and

commitment vis-a-vis regionai ... 2gration.

At the turn of the decade, Algeria needed fo rebuild its tinks with Morocco and secure
a ‘closed’ market for its hydrocarbon exporis.®® The Algerian regime believed thal
the creation of an Arab Maghreb Union was premature, and that Mahgreb countries
first needed to focus on sectoral cooperation and creating a common industrial base by
developing complementary products to trade with one another. It did not support the
idea of a political and economic union partly because, perhaps more than any other

Maghreb government, the Algenan govemment has tenaciously defended iis

552 See Fatallah Oualoulou, op.cit., pp 36-38
3 For further details see Afiica Research Bulletin, Volume 26(1), 1989, p 9196
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sovereignty, which is a central element of is constitution. Tunisian representatives, (o
the contracy, promoted a Maghreb region without borders (that is, the free circulation
of people, goods and services, based on the European model), to be accomplished
through a pragmatic incremental approach, driven by a powerful exccutive secretariat
which, of course, it hoped to host, Far Morocco, an Arab Maghreb Union was a
useful smokescreen behind which to rectify its relations with Algeria without ‘losing
face’ by ensuring that the Maghreb Trealy precludes any continued support for the
Polisaric. Article 15 of the Maghreb Treaty stipulales that ‘the member states commit
themselves not {o tolerate any activity or movement on their territory which could
undermine the securily or ferritorial integrity of a member state ot its political system,
In the same vein, they would not adhere to any alliance or military or political bloc
that undernines the potitical independence ot territorial unity of any other member
state’,*!

Moroccan representatives proposed that all authority reside in a council comprising
heads of state, which would meet few times every year, and is to be assisied by a
councit of foreign ministers, Libyan representatives promoted a firll political union in
the Maghreb, which would be a stepping stone towards Axab political unity, a central
piltar of Libyan foreign policy, Colonel Khadaffi even proposed that Chad, Niger,

Mali and Sudan eventually join the Union.

The Commission therefore had io reach several compromises, which in fact have
lessened the commitment of some Maghreb political leadexs to the organisation,
Maghreb states tried to reach a compromise with Libya on the issue of AMU
meinbership, since it was viewed as in important pariner to the Union, especially as an
absorber of the surplus labour in Morocco and Tunisia. Securing Libya’s membership
to this grouping was also seen by {lie other governments as a way to ‘tame’ Libya's
designs fot unification with other Arab couniries. The compromise was thal Libya, as
4 member of AMU could no Jonger form exclusive coalitions with states threatening

the security of tts Maghreb partners, but that AMU in principle remained open to

&1 “Tyaite de creation de 1'Union du Maghreb Arabe’, mimeo {see appeudix)
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membership of other Arab countries,®*

Algeria’s insistence on a people-centred
regional integration process was incorporated by creating a2 Consult've Assembly to
advise the Presidential Council on r:gional resolutions, and make reconimendations

on matters relating to regional integration to the Council,

The General Secretariat, a structure proposed by Tunisia, had no permanent se: |
independent budget, or independent functionaries for the first three years of AMU's
existence. Algeria and Morocco especially saw such independence as threatening
their own interests in managing the content and pace of the regional integration
process. This kind of domination is exactly what Tunisia hoped to avoid by
instituting such a structure, However, Tunisia did manage to convince the other
parties to accept the idea of regular ministerial working committee meetings that

would implement decisions taken at Summits and to explore new initiatives.¢

The regional leaders also showed variable levels of commitment to the AMU. In
1998 Colone] Khadaffi declared that Arab nationalism was a ‘reactionary ideolngy’ in
a volie face from his previous position. He has since been attempting to create a
Libyan zone of influence in sub-Saharan Africa. This turnabout in Libyan foreign
policy partly resulted from the many failed attempts at political union with Arab
counlries (includiﬁg Tunisia and Egypt), as well as Khadaffi’s perceptidn that these
countries have not sufticiently opposed the UN embargo against Libya.“” The Libyan
leader, for example, did not attend the fourth AMU Summit in Marrakesh in 1991 in
revenge of King Hassan’s visit to the US earlier that year, and in revenge of the

latter's absence at the Ras Lanouf summit in March 1991,

By 1993, the traditionally fluid movement of labour between Tunisia and Libya has

been severcly curtailed, with only 10 per cent of Tunisian workers in Libya issued

%55 This was stipulated in Arlicle 17 of the AMU Treaty. See Lisa Anderson, ‘Liberalism in Northern
Africa’, in Cwrrent History, Volume 89(456), 1990, pp 145-148

6 The Algerian povernment, especially, strongly insisted that mentbers da not draw up a rigid time
frame or structures for the process of tegional integration.

87 See Mehdi Ayari, ‘Pourqui Khadaffi choisit I'Afrique’, Réalités, No 669, 8-14 October 1998
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with official contracts. ®® Despite their otherwise good relations, this has been a
source of tension between the Tunisian and Libyan governments since the expulsion
of thousands of Tunisian wortkers by the Libyan government in 1985, under the
pretext of economic difficulties. Due to frequent droughts in the southern parts of
Tunisia, access to the Libyan labour market is vital for the livelihood of workers in
these areas. Although it is still 2 member of AMU, which offexs it some solidarity in
the face of its increasing international isolation, and its relations with Tunisia are still

very close, Libya has remained an uncertain regional political partner.

Since 1992, the Moroccan government also seemed less committed to the Maghreb
project, Not only has it not ratified any of the 18 regional conventions, but it has
started spending more political and other resources on its bilateral negotiations with
the European Union.%” At the fifth Summit of AMU Heads of States in Nouachott in
November 1992, both King Hassan and Colonel Muamimar Khadaffi were absent,
King Hassan feared for his security due to the public sentiment in favour of the
Polisario in Mauritania, whereas the Libyan leader could not fly into Mauritania duc
to the UN air embargo against Libya. Algeria, at this occasion, had sent the largest
delegation ever to an AMU Summit, which some commentators viewed as a clear
indication of its desire to dominate the region through ensuring control over regional
executive decisions.*® Morocco and Algeria also reintrodnced border controls after
the 1994 terrorist attack in Marrakesh (see above), thus slowing down the mobility of

people and goods across their borders.

Throughout the 1990s, Tunisia has remained the most commiitted to the regional
integration process, since as a small trade dependent state, it had the most to gain by
the political solidarity and regional market such a grouping had to offer. Not only has
the Tunisian head of state attended all summit meetings and the Tunisian parliament
ratified all 18 regional conventions, but the Tunisian government has aiso started to

implement some joint agreements on postal services and tourism. Tnnisia has also

8 See Moncef Maghroug, *Le spectre des éxpulsions’, in Jeune Afeique, April 1995, No 1738, pp 18-
2t

9 See Marchées Tropicaux, 27 November 1992, 'Le cinquieme sommet de PAMU”, p 3128/9

8 Francois Soudan, op.ci, pp 6-10
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developed the strongest bilateral relationships with each of the AMU member
countxies, and in this context has increased its cooperation initiatives with Mauritaaia
in the framework of regional economic cooperatior: since 1996.° This is despite the
fact that the Tunisian government expressed its unhappiness at the March 1991 AMU
Heads of State Summit in Ras Lanouf, where genéral conflict erupted over the
allocation of portfolios, about the fact that the AMU Secretarial was {o be located in
Rabat. It was only appeased by the appointment of 2 Tunisian as Secretary General of
AMU

This lack of political will to implement regional decisions if they were seen to be
threatening to ‘national’ interests has considerably slowed down the elimination of
customs daties and the sanctioning of the free movement of peoples across borders, At
no time during the process of structuring the functions and institutions of the AMU
was there any evaluatioa of the experiences of the Permanent Maghreb Consultative
Committee, the reasons for its failure, and its strengths. The country representatives
who were tasked with the structuring of AMVJ institutions showed 2 general lack of
confidence in other representatives as well as a lack of vision necessary to facilitate
political cooperation on these matters. This was in part a reflection of the fact that
there were no provisions in any of the Maghreb constitutions to suggest thal any

limitation to state sovercignty wowld be accepted.
2.5.3 Divisions created by the Gulf War

The 1990/1 Gulf War has revived some of the traditional pre-1989 ideologicat
divisions among Maghreb countries, which adopted very different positions on the
Gulf crisis at a meeting in 1999.°% Both the Algerian and Tunisian governments
favoured an ‘Arab’ solution, pressing for mediation and co.tpromise. They

condenmed the invasion of Kuwait, but refused to adbere to the embargo on food and

) Moncef Maghrong, ‘A quand la rélance?’, Jeune Adfiique, No 1887, March 1997, pp 26-27

2 Francois Soudan, ‘Pourquoi L'UMA n'éxiste pas’, Jeure Afiique, No 1640, June 1992, p 21

®3 Tar more deiail, see Habib Slim, ‘E'evolution du Grand Maphreb: entre le CPCM et la naissance de
PUMA” in Etudes Internationales, No 41 (4}, 1991pp 58-60

3 See PS Agate, op.cit., p 124




medicinal supplies to Iraq." The greatest divide was between Mauritania and Libya
on the one side, who supported Iraq and Morocco on the other side, who supported the
US position on Iraq.®

Moarocco, the US’s closest ally in the region, initially supported the US military
response to Iraq’s invasion of Kuwait, since both the US and conservative Guif
countries such as Saudi Arabia have assisted Morocco in funding the war against the

Polisario. It seat 1500 troops to reinforce the altied invasion of Trag.*’

In Morocco, however, there were popular protests against the American invasion of
Iraq, which lead to a general strike in 1990. In Algeria, Tunisia. and Mauritania, there
were also large demonstrations against the invasion of Iraq. This allowed the Islamist
opposition an opportunity to demonstrate against regimes in the Maghreb, which they
characterised as allies of the West, because of their ‘moderaie’ responses to the US
invasion of Iraq.%® The 1979 Iranian revolution has frelled this popular support for
Saddam Hussein, seen as the true representative of Arab and Islamic interests by the
Maghrebi Tslamists.

The Gulf War negatively affected exports of Maghreb countries to the Middie East, as
well as tourisin and developenent finance flows. The United States rewarded Morocco
for its support of the anti-Iraq coalition during the Gulf War. with fuudsl for debit-
financing, while Tunisia, Algerta and Libya, all condemning the US invasion of Iraq,
experienced a net decrease in US official development assistance.*® Tunisia also lost
official development assistance from Saudi Arabia due (0 its support of Iraq.5° The
Gulf War has also led to a fall in overseas development assistance from Saudi Arabia,
as well as an impending World Bank loan to Mauritania because of its support of Iraq,

while Saudi Arabia increased its subsidies to the Moroccan government.”! Afier the

85 See David Seddon, ‘Responses to the Gulf crisis in the Maghreb’, Review of Aftican Political
Economy, No 50, 1991, pp 70-74 for more detail,

6 See Zakaya Daoud, ‘Le Maghreb ~ déchiré par la nouvelle défaite arabe’, Monde Diplomatique,
April 1991, pp 13-16 .

%7 See Soudan, op.cit.

% See JA Paul, ‘The emerging Maghieb: North Afriva and the New World Order®, in P Benis and M
Mousbeck {eds), ditered States: a reader in the new world order, Qlive Branch Press, 1953, pp 337
669 See James A Poul, op.cit,, pp 332340

% Por more detail see Zakaya Daord, ‘L’économie du Maghreb ea difficulté’, MD, June 1991, pp
%7 Jonathan Farley, *The Maghreb's Islamic Challenge®, The World Today, Volume 47, Nos §-9, 199
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Gulf War and due to the sanctions placed on Iraq, Algeria, Morocco and Libya needed
to find a new export market for the 53 per cent of their pefroleum exports that Iraq had
previously absorbed. UN sanctions against Iraq also affected Moroccan, Tunisian and

Mauritania’s exports to this market.*”

Not only has the Gulf War led to loss of government revenue due to reduced exports
and development assistance, but it has perpetuated the ‘cold war’ between those
Maghreb leaders who were allied to the US during the bipolar era (Morocco), and
those allied to US opponents such as Iraq in the Arab world (Mauritania, Algeria and
Libya). The Gulf crisis also led to the posiponement of a Presidential Summit after
the March 1991 Swamit in Ras Lanouf, at a time when the AMU could i1} afford a

slow-down in decision-making and institutionalisation of the organisation.”
Conclusion

On paper, the official siructures of the Arab Maghreb Union have achieved some
significant goals between its creation in February 1989 and its demise in December
1995. No less than 18 conventions as well as numerous declarations and agreements
have been signed by the heads of state of the five Maghreb countries.”* Many studies
on régional trade and production have been prepared, and in 1992, Maghreb leaders
even agreed to shift the regional integration emphasis from trade liberalisation to
creating the conditions for production and trade integration. Due to the regular
meeting of ministerial committees, some degree of policy harmonisation {for example
a common tariff nomenclature and common. sustainable development policies) has
taken place, and studies of regional technical committees, and some implementation
by working committees, have staried creating the basis for regional integration,
Regtonal cooperation has been most significant in the energy field, and increasing

macto-gconomic covergence by the mid-1990s fulfilled on of the necessary

72 3ee Mohammed El Achabe, ‘La lame de fond & I'intérieur des pays de U'UMA', Le Libéral, No 34,
Janunary 1991

 Erancois Soudan, “’Le Maghreb 3 trois’, Jeune Afrique, No 1663, November 1992, pp 6-10

6% See Fatallah Oualoulou, op.cit., pp 320-323
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preconditions for regional economic integration. In theory, therefore, AMU looked

well on its way (o successfui regional integration.

Why then did commentators observe as early as 1992 that AMU does not exist? And
why did the above achievements not provide a sufficiently solid basis for continuing
integration and cooperation after Morocco asked for a suspension in all AMU
activities? The reasons, which were examined in this chapter, are many and varied.
They include a lack of sufficient policy harmontsation and coordination, especially in
the industrial, agricultural, infrastructwre and trade fields, a lack of regionai
development planning, especially in e face of social and economic hardship in all
Maghieb countries, and very liltle progress in the implcn:lantation of regional
programmes, beyond the commissioning of studies and the formalisation of treaties

and institutions.

This teads to the conclusion that the Maghreb ruling elile, who remauined the primary
economic and political agents in their respective polities and economies, did not
possess the necessary vision, solidarity and leadership to shift from a national to
regional developmenial framework. In fact, they were 50 preocoupied with economic
reform, containing political opposition in their own countvies, and safeguarding their
increasingly illegitimate hold on po»\:er, that they missed the opportunity o
consolidate a regional market with strong purchasing power an;l to join together in a
stronger bargaining position vis-a-vis international financial institutions {to ensure
that structural adjustment programmes support regional integration objectives);
creditor groupings (to negotiate for substantial debt reduction); and the European
Union (to negotiate continued favourable enlry into European markets and flows of
development finance). The economic reforms in many Maghreb countries, especially
the privatisation of SOEs, only further strengthened the hold of the old ilitary-

bureaucratic elite on political and economic resources,
The political cuttwre of pseudo-democracy, oppression of opposition, and capital

accumulation only among a small group of elites, was transposed fo a regionai level.

With all decision~-making power vested in the Presidential Council, Maghreb leaders

263




were able to continue reveling in their personality cults at a regional level, without
taking responsibility for the development of their economies and societies. Against
their expectations, however, AMU did not accord them greater legitimacy at home.
The lack of transparency of AMU institutions, and especially the organisation’s total
exclusion of associations, interest groups, non-govermmental organisations, labour
umons and other civil society actors in the region, have earned it the reputation as a
chib of stagnant old leaders, who are not concemed the lives of the people they
govern, This is despite the elaborate rhetoric at its creation that AMU would be a
union for the people of the Maghreb. However, these leaders seem to have gathered
together in 1989 not to pursue a corumon interest in developing the region socially
and economically, but fo stave off the threats of an integrating EU market and
increasing domestic political opposition, and to satisfy their realpolitik aspirations, be
it to contain perceived lerriiorial threats from other Maghreb countries, or to enlarge

their zone of inflnence in the region.

This is not a basis for developmental regionalism, which explains why the AMU
started Josing its dynmamic even before Morocco’s spectacular withdrawal from and
freezing of all AMU activities in 1995. Not only does this indicate that the Moroccan
regime, like the other AMU regimes, has used the organisation for its own political
designs (to ensure that both Libya and Algeria cease their support for the Po’lisario),
but also that visionary democratic leadership and strong states. are preconditions for

successful developmen{'al regionalism.

The route of Maghreb regionalism has not brought regimes the legitimacy, credibility,
and foreign direct investment they needed to remain in power. They therefore
increasingly started to pursue altemative economic and political alltances, which were
seen to be more productive, since the mid-1990s. By the end of the 1990s, Morocco
and Tunisia have both signed free trade area agreements with the European Union (an
agreement with Algeria is under way), Libya hes joined the Common Market of
Southern and Eastern Africa and Mauritania, as a least developed country, has

recognised that it has more {o gain from its membership of the Lomé Convention.
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One could also conclude that ‘the basis for success of the sub-regional integration
project is the creation of ties between people from all social layers’.** This, together
with the development of joint political institutions and cconomic policy
harmenisation, could only come about as {he result of the creation of a ‘Maghreb’
culiure, which in turn necessitates a pro-active political will from member

% Although businesses and banks, and perhaps some layers of the

governments,
Islamist movement, have starfed fo interact and cooperate at a regional level, the jarge
groundswell of associations of ail kinds need to be exposed to and interact with their
regional counterparts. This is partly a function of a government-facilitated legal
framework, which allows the iree movement of labour, capital and peoples in a
region, but it is also an organic process that reflects the sirength and nature of civil
societies in national polities. In this regard, the iively interaction and economic
cooperation between border communities bode well for a future regionalism that

would surge from the ‘bottom’, which is the only sustainable form of regionalism.

Chapter seven will examine the new regionalism unfolding in the Maghreb in the
form of the EuroMed Agreement, which seems lo be overtaking the Maghreb project,
and by implication developmental regionalism, on the policy agendas of Maghreb
political elites. This is a significant development because it rasembles a new pattern
of rcgi.onal integration throughout the world. Core industriail countries are drawing
their peripheries back into their political and economic zone of influence through the
conclusion of preferential trade agreemeuts, which have dubious bencfits for the

peripheral partners to these agresments.

5 Moncef Maghroug, “*Maghreb: mode d’émploi’, JE4, No 178, May 1988
876 See Sadok Belaid, ‘Commentaires sur la corrununication de M Abdelfattah Amor', in Etudes
Internationales, Volume 4, 1951, p 26
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CHAPTER FIVE

Europe and the Maghreb: towards open regionalism
Introduction

The Euro-Mediterranean agreement forms part of a new wave of regionalism currently
prevalent in the world economic system. The forces driving this new regionalism are
different from those that have given rise to the first wave of regionalism in the 1960s.
The Arab Maghreb Union has already displayed some elements of the new
regionalism, also characterised as ‘open’ regionalism (see chapter one). Its member
states, for example, hoped that the regional grouping would facilitate their participation
in the world economy, rather than using the regional grouping to withdraw from the
world economy, as was the case with the Maghreb Perimanent Consultative Committee
in the 1960s. An additional feature of the new regionalism, introduced with the
creation of the North American Free Trade Area in 1994, and further entrenched in the
Asia-Pacific Economic Cooperation (APEC) grouping during the 1990s, is the
tendency for core or semi-peripheral industrial countries to enter economic cooperation

agreements with their peripheties.

These ‘open’ regional groupings between industuial and developing countries are
usually contractual and involve requirements for economic restructuring and reform on
the part of southern members. Such requirements include the promotion of 2 strong
export orientation, market allocation of resources, the liberalisation of all goods,
services and investment and most importantly, the institution of reciprecal trade
liberalisation between the developed and developing member states to the regional
grouping. Often, their rules and mechanisms have been driven by the interests of large
multinational enterprises in relocating some export production functions to developing
markets with cheaper factor inputs, such as labour, while benefiting from free access to

industrial markets.

206




In the new international division of labour firms are able to produce by sourcing from
multiple locations, based on the ‘compeitive’ advantages different countries have to
offer in terms of labour costs, technological sophistication, knowledge infrastructure of

industries, and productivity.s”

In this scheme, traditional ‘comparative’ advantages
cach as mineral wealth and natural resources have become less important in
~termining the structure and direction of trade both between industrial countries and
between them and developing counfries. The increasing and accelerated flows of
capital across borders, facilitated by developments in communications technology
(often referred to as globalisation), has both brought about but also necessitated
‘deeper’ regional integration, for example, of national regulatory systems and policies,
which would facilitate regional production systems. Developing countries have joined
new North-South regional groupings, amongst others, in the hope that a} their
economie reform policies will be scen to be credible by foreign governmenis and

investors by ‘locking in’ these reforms through the regional agreement with their

industrial partners and b) they will therefore attract more foreign direct investment,

Many scholars, particularly from the Ief, have criticised these new forms of
regionalism, which they say amount to a ‘recolonisation’ of the South since they
undermine sustainable self-determination among post-colonial states.”™ According to
these critics, ‘open’ regionalism perpetuates vnbridled corporate hegemony and thus
the further exploitation of peripheral economies by the core countries, increasing the
polarisation between North and South. The new interdependence between states, they
argue, is just another mutation of the dominant capitalist system, a macro-historical
force ‘ntent an locking peripheral societies into an unyielding spiral of exploitation and

poverty. In the Mediter-anez 1 region, their argument would be supported by the fact

7 See Robert Z Lawrence, ‘Preferential trading arrangements: the tradjtional and the new’, in Gala),
Ahmed and Bernard Hoekwnan (eds), Regional Partners in global warkers: lintits and possibiities of the
EuroMed Agreements, Cenlre for Economic Pelicy Research and the Egyptian Centre for Economic
Ctudies, London and Crire: 197, p 20

& See Samir Amin, ‘Regiona;isation in the Third World - in response to the chalienge of polarising
globalisation’, 1998, mimco and Belle (quoted in Don D Marshall, ‘NAFTA and the new articulations in
the Americas: seizing structural opportunities’, Fhird World Quarierly, Volume 19(4), 1998, p 638.
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that the 40 counivies to be eventually incorporated into the DuroMediterranean

Agreement have highly divergent levels of development.*”

Not only do the southem Mediterreanean couniries have a much lower average per
capita income ($700) than the Buropean countries ($18 000), but they are also
burde - «d with high debt service ratios and stocks, as well as the social costs accruing
from structural adjustment programmes.®® In addition, the structure of trans-
Mediterranean frade is highly assymetrical: very important for the southern partners,
but marginal for the EU and trade between the non-EU Mediterranean countries is non~
existent or weak.® In light of these disparities, a free trade agreement with the EU
would only furiher polarise the two shores of the Mediterranean, Not only would it
perpetuate the existing division of labour in the region (principally beneficiation in
Europe and agiicultural specialisation in the Mediterranean countries), but investment

flows would contime to concentrate in the industrial markets.®

A more nuanced neo-structuralist argument, however, holds that developing countries
are not hopelessly constrained by oppressive external structural conditions, but that
procussces of capital accumutation are often niodified by perennial balance of power
shifts 'uetv\;een state and market, As such, the core-periphery structure iy fluid and open

to historical and human contingencies and states participate in the process of capitalism

9 The non-EU Mediterranean countries can be divided into the following categories: those with a
diversified industrial base (only Israel), those who are in the process of diversifying and industrialising
(Turkey, Morocco and Tunisia), and those who ate primarily e, .ovters of primary products (Algeria and
Egypt). For more detail see Jacques Quld Aoudia, 'Les enjeux é ..ondques de Ja nouvelle pelitique
méditerranéenne’, Monde Arabe Maghreb-Muchrek, No 153, July-September, 1996, p 28

880 Eor a synthesis of the effect of structural adjustment programmes in the Mughreb on employment,
health, and education, sce Bichara Khader, ‘L*ajustemunt structure! au Maghreb: une synthese’,
Alternatives Sud, Volume 2(3), 1995, pp 5-26

$8! Tunisia trades 5 per cent of its tofal trade with other southern Mediterranean coumries, which ic .he
highest figure for all of these countries.

2 The perpetuation of the current division of labour would mainly because of the Iack of growth in
Maghreb exports to Europe, both for structural reasons, as well as the restrictiens imposed by the
cooperation agreements negotiated between Europe and the Maghreb. See Fadel Majid Tounsi,

L 'Opinion. 9 December 1994, p 5. It is typical for investment fo concentrate in the core countries in
hub-and-spoke type free trade agreemcnts such as the EuroMed Association Agreements
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from their varying capacities and capabilities. ®®  Policy-makers in the Maghreb,
according to this theory, are (herefore not ceding power or exiernalising key decision-
making by joining the EuroMed Agreement, but they want to enhance their capability
lo affect production, finance, trade and migration policy outcomes. This Agreement
presents them with a unique structural opportunity to expand and deepen their
industrial-commercial base, through its ‘transformative dialectic’. The cu'lenge is for

them 1o recognise and manipulate this opportunity.

Int this context, the following chapter will examine the shift away from a South-South
developmental regionalism in the Maghreb to a North-South open regionalism in the
vicditerranean, It will examine this shift in the light of the Maghreb’s historical
experience of cooperation with Europe, but also in the light of the new international
division of labour and the structural opportunities the EuroMediterranean Agreement
potentially presents to policy elites. It will further examine whether the preconditions
for states to seize such a structural opporlunity - a subordinant capitalist class,
institutional and bureaucratic competence, and the existence of an entrepreneurial
culture - do in fact exist in the Maghreb, and whether the European Union is in fact
committed to to the human, social and economic development of its southern
‘partners’. Without this commitment and witilout a social structure couducive to
developmental planning and strategising in the Maglireb, the new BuroMed Agreement
will only serve to reproduce the existing social and economic polarisation between the

two shores of the Mediterrannean.

Firstly, the chapter will examine the structural differences between the Maghreb and
the Buropean Union, both in terms of growth and development, but also in terms of
trade and financial and capital flows, particularly in view of their so-called
“interdependence’. Secondly, the chapter wilt examine the history and origins of the
Euromed Agreement, its key principles and provisions, as well as the motivations of

European and Maghreb governments respectively in signing this Agreement, Thirdly,

%53 Marshall, op.cit., p 677
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the chapter will evaluate the static and dynamic welfare effects of the proposed free
trade area agreements, a central feature of the EuroMed Agreement, as they relate to
Tunisia and Morocco, both of whom have signed such agreements with the European
Union. This section will focus in particular on the conditions necessary to achieve the
potential dynamic gains of these agreenients, and the obstacles to the development of
the Maphreb industrial fabric. The chapter will conclude by weighing up the potential
costs and benefits of the EuroMed Agreement, especially in relation to the Arab
Ma::hreb Union, to establish whether it does in fact present the Maghreb countries with
a structural opportuity, or whether this new North-South regionalism will only serve

to further marginalise the region.
1. Europe and the Maghreb: worlds apart

Almost four decades after independence, the Maghreb countries are still locked into a
core-periphery relationship with Eurepe, which has been characterised as one of
‘profound assymetrical interdependence’.® This assymetrical relationship has been
most prevalent in the structur of trade and the nature and direction of financial flows
between the two regions; as well as their their different income levels and economic
size. During the 1970s, the M aghreb states imported most of their foad (especially.
hard wheat and diary products) as well as intermediary goods from Europe, while they
exported raw energy and final consumer produgts in the textile and leather industries to
the Buropean market, Trade with Europe has on average comprised more than 60 per
cent of total Maghreb trade, while trade with the Maghreb has never exceeded more

than 5 per cent of total European trade.*

Algeria and Libya, the two Maghreb countries that have a structural trade surplus with
Europe, have mostly exporied petroleum products and imported final consumer goods,

food products and intermediary goods fromn Europe. Tunisia and Morocco, both

8 Qee William Mark Habeeb, ‘The Maghrebi states and the EEC’, in Pofity and Saciety in
Contemporary North Africa, 1993, pp 204220
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registering a structural trade deficit with the EU, have since the late 1980s exported
more diverse products to the EU, ‘ncluding final consumer products, enexgy products,
food, finished equipment goods, raw materials and semi-finished products due to the
increasing diversification of their industrial base. Mauritania, in turn, sources most of
its consumer and intermediary manufactured products from the EU, while the principal
clients for its fish exports are Japan and Russia.®®® Thus, while Algeria, Libya and
Mauritania have maintained a core-periphery trade structure with the EU (mainly
exporting raw non-beneficiaied materials and importing finished or semi-finished
manufactured consumer and equipment goods) during the 1990s, Morocco and Tunisia
have evolved to a more balanced trade relationship with the EU, However, the EU
reinains a disproportionately large trading partner of all the Maghreb countries, which

partly explains why intra-Maghreb trade has never exceeded 5 per cent.

If one examines the trade relationship among the Maghreb countries, it also becomes
clear that Tunisia and Morocco (and Algeria to some extent) display chatactersistics of
semi-peripheral states, with significant capital accumulation existing alongside a strong
forcign capital presence, and a core-like irade pattern with their peripheries.
Historically, foreign trade between them and the core, i.e. the European Union,
involved the exchange of raw materials for manufactures (see abov.c). Intra-Maghreb
trade has not displayed the exact characteristics of trade between semi-peripheries and
peripheries, i.e. export of manufactured goods and services and import of commeodities
and labour between Morocco, Tunisia, Algeria, on the one hand, and Libya and
Mauritania on the other.®*” However, Moroccan and Tunisian leaders have been shown
to identify more with the ‘cora’ countries of Europe, than with théir own peripheries in

the Maghreb in their desire, together with that of local owner-producers in these two

5 See La Presse de Tunsie, 25 November, 1994, p §

¥ See Fatallah Qualautou, Apres Barcelone, le Maghreb est necessaire, L'Harmaitan and Les Editions
Toukbal, Paris and Cassablanca, 1996, pp 162-167

%7 The exports of Morocco and Tunigia to their Maghreh pariners are penerally diversified, comprising
industrial manufactures and intermediary goods, but also producls such as leather and skins, Their
imparts from other Maghreb countries have been mostly steef and hydrocarbon products from Algeria
and Tunisia, but also chemical products, and iron from Mauritania. See Fatallah Oualoulou, op.cit., pp
113-12t
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countries, to ascend to the core. This explains in part why they have prioritised their

trade relationship with Europe above that with other Maghreb countries,**

Table 1: Trade of Maghreb countries with the EU

; Exporta!lmports Exports&mports Exportsflmports Exports

3.(milllon ECU)) - (i ion | % 'nf total) :_-_(% of tota[)i- -_ -
550 1953 "1995 '
Morocco 3051/3573 3393/4233 63/55 69.7
Algeria 6952/4958 6322/4131 70/59 67.7
Tunisia 2252/2971 2487/3629 79/71 79.9
Libya 7899/2655 6120/2740 N/A N/A
Mauritania  239/221 220/239 N/A N/A

Bource: Fatallah Qualoulou, Aprés Barcelone...le Maghreb est nécessaire, Les Editions Toubkal,
L'Harmattan, Casablance and Paris, 1996, pp 113-121

Income differences between the northern and southern shores of the Mediterranean
further polarise the North from the South in the EvroMediterranean grouping, In 1995,
the average income of Buropean populations was US$18 000 a year, while that of
Mediterranean couniries was US3700 a year.™ In 1995, the entire GNP of the
Maghreb countries (minus Libya) was US$91.7bn, smaller than that of Porfugal
(US$97bn), and miniscule compared to the total EU GNP of US$7.980 triltion.™
While all EUJ countries have a high human development index, in the Maghreb only
Libya is classified (albeit at the bottom of the index) as a high human development

counlry and Morocco, Tunisia and Algeria are classified as medium human

8 Bor a full explanation of world systems theory, and the role and characteristics of semi-peripheral
states in this theory, see Patrick ] McGowan and Fred Alwireng-Obeng, ‘Pariner of hegemon? South
Africa in Africa Part Two’, Journal of Contemporary Afvican Studies, Volume 16(2), July 1998, pp 167-
173

68 Sue Jean Paul Pigasse, ‘15 + 12: donnant-donnant’, in Jeune Afrique, No 1822, 7-13 December 1995,
p23

6% See United Nations Development Programme, Human Development Report 1998, Oxford University
Press, London and New Yark, 1998
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development couniries. Mauritania has been classified as a low human development

country.

Another inequalily between the Maghreb and Europe has been the difference in
investment flows o th;ese regions. The Maghreb region has attracted very little foreign
direct investment or portfolio investment compared to other developing regions such as
Latin America and East Asia, while Burope, as one of the triad regions, attracts x per
cent of world investment. While the principal source of investment flows into the
Maghreb has been from Europe (about 75 per cent every year in Morocco and Tunisia),
Buropean FD] in the Maghreb comprises only 0.45 per cent of total European FDL
Much of European FDI in the Maghreb follows a bilateral pattern, for example, 20 per
cent of French FD] is concentrated in Morocco alone, afthough it is only the 26th client

of Europe.®"'

Furthermore, Maghreb countries have remained dependent on the remittances from
Magreb citizens working in Europe, as well as the BEuropean labour market. In Europe,
out of an immigrant population of 2.7 per cent, 54 per cent are from: the
Mediterrannean countries, of which 41 per cent are Maghreb citizens. Of the Maghreb
population in Europe, 43 per cen.t are Moroccan, 41,7 per cent Algerian and 15.3 per '
cent Tunisian. In the early 1990s, the European Community has legally empioyed
more than 1 million Algesians, 950 000 Moroccans and 300 000 Tunisians,
representing 8 £\ 10 per cent of the Maghreb’s entire [abour force. Due to economic
contraction and even recession in Morocco and Algeria, the European labour market
has been a vital absorber of workers, most who would otherwise have remained
unemployed. Between 1971 and 1992, remittances have accounted for US$34bn in
capital flows to Maghreb couniries. In 1991, remittances accounted for 8 per cent of
GDP in Morocco, and total remittance flows were larger than foreign direct investment

flows.® This has led the Morocear w0 emment te classify labour as a principal

1 See A Aznab, 'Les limites de la coopération Euro-Maghrébine', L 'Opintion, 22 November 1994
2 See Jacques Ould Aoudia, op.cit., p 30
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‘competitive’ export of Morocco, especially since these workers have also assisted in
the development and growth of European economies.”” The remiltances of Maghreb
workers have generally played a major role in the economic, financial and social
balance of Maghreb countries, It has assisted in reducing unemployment, but also
created employment, and has served as a means to acquire professional training and

facilitate technology transfer.

Due to the resource gap in Maghreb government budgets, largely as a result of their
high debt service ratios and the fall in customs duties as a result of import
liberalisation, non-debt creating development finance is an important means of human
and economic development in the Maghreb. Despite its claim to the contrary and
despite giving graduaily more assistance in volume, especially in the framework of its
new mediterranean policy, the European Union bas always and still grants insufficient
financial assistance to Maghreb countries. European development assistance has never
exceeded 2 per cent of the total development assistance received by any Maghreb
couniry and has remained around 1.5 per cent of the total development assistance
received by Mauritania, Morocco, Algeria and Tunisia between 1971 and 1991. Since
1978, as part of the second generation of cooperation agreements concluded between
the EEC and ‘the Maghreb, four finaneial protocols have been negr;tiated separately

with the core Maghreb countries,

The low level of Buropean Community aid is partly 2 reflection of the fact that most
overseas development assistance given by European couniries is still accorded at a
bilateral level (86 per cent in 1993), but also corresponds to a general decline in aid
among the OECD countries since the 1980s, despite their numerous pledges before
international gatherings to contribute 0.7 per cent of GDP to overseas development
assistance,®® The fact that the European Community has awarded about $6.5bn a year

in Community funds to the eastern and central Buropean countries since 1990 has

% See Onaloulou, op.cit., p 178
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confirmed the fears of Maghreb regimes that they are being marginalised in favour of
{hese countries, and that the European Community has less commitment to the human

and economic development of its ‘southern’ partners,*

Table 2: Vaine of financial protocols 1878-1996 (million ECU)

- . Moroceco.  Tunisin - Algeria‘

T 19781982 130 11a 95

IE 1982-1986 199 151 139
IIT 1986-1991 324 239 224
IV 1991-1996 438 350 284

Source: Fatallah Qualoulou, op.cit., p 169

The ‘interdependent’ relationship between Europe and the Maghrely is partly based on
Europe’s need for both efficient and environmentally-friendly energy sources for future
consumption. Algera can provide the European Union with relatively cheap supplies
of natural gas, an environmentally-friendly source of energy. Aléeria is set to become
Europe’s ‘privileged’ energy partner by 2000, when it will be Europe’s Jargest supplier
of gas through the Maghreb-Europe gas pipeline via Spain, and the

TransMediterranean gas pipeline via Italy.”

The Magreb has also been earmarket as a
potential source of other forms of renewable energy for Europe. These include solar,

hydro(through sea water desalination), wind, and bio-energy.®’

4 See Mohamed Ben et Hassan Al Alaoui, ‘La cooperation entre L'Union Europeenne et les pays du
Maghseb’, Nathan, Paris, 1994, p 55

6% See [bn Janjaoui, A{ Bayane, 15 December 1994

% See A Sidi Ahmed, ‘Les relations encrgeliques CEE-Magheb’, in ML Damwus (ed}, Mediterrannce
Occidentale: securite ef cooperation, Paris, La Documentation Frangaise, 1992, p 42

7 See JM Eguiagaray, ‘Energy and the South: the view from Spain', European Directorate General
XVIT (Encrgy), 15 Sept 1997, htip://158.167.38.79:8071/en/commydg 1 7/26eguia.um
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2. History of cooperation between Europe and the Maghreb

The institutionalised relationship between Europe and independent Maghreb countries
dates back to the 1960s. Tlree generations of cooperation agreements have been
signed between the EEC and the three core Maghreb countries before Burope started
harmonising its Mediterranean policy, subsuming the Maghreb within this framework,
in the 1990s. The first generation of agreements, negotiated in 1969, were association
agreements, which aimed to continue the trade flows between France and its ex-
colonies. While they allowed for preferential access of Maghreb agricultural exports
and free access of industrial exports to the European market (see chapter three), they
had to conform to the norms and rules of the Common Agricultural Policy (CAP).
This policy aimed to make Europe food self-sufficient through various support
measures for Buropean farmers including subsidies and protection of their market share
in Europe. Maghreb agricultural exports to European markets were therefore limited
by quotas, reference or entry prices, and seasonal limits for the free entry of products.
During this time, the Maghreb countries were still an important supplier of especially

citrus fruit and garden vegetables to Europe.

The second generation of agreeménts, the cooperation agreements of 1976 (see chapter )
three) already fell within a loosely defined Mediterranean policy framework in the
Buropean Economic Community. Cooperation agreements were therefore also
negotiated with the southemn European countries and eastern Arab countries such as
Egypt and [srael. While they aimed to broaden the scope of cooperation to include
culturat, social (Maghreb workers in Europe), financial and trade matters, these
agreentents essentially rested on two central pillars: trade, and financial and technical
cooperation. During this time Maurilania, as a least developed member of the African,
Caribbean and Pacific (ACP) group of countries, continued to receive more

development finance, as well as better access for its exports to the European
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Community market under the Lome Convention, which came into force in 1975, than

any of the three core Maghreb countries.®®

The core Maghreb countries have always negotiated separately for their cooperation
agrcements with the Buropean Community, although their trade regimes with the
Community were more ot less similar. These consisted of a preferential access regime
for agricultural products and a free access regime for industiial products. Most
agricultural products generally benefited from a tariff reduction of between 40 and 100
per cent on European markets. Products such as citrus, olive oil, wine and sardines
benefited from between 30 and 80 per cent tariff reductions, but only certain times of
the year or within certain quota limits. This was mainly because they were competing
with southern Buropean producers, and especially Greece, Spain and Portugal who

joined the Community in 1981 and 1986 respectively.®

Industrial and primary products could enter the Buropean Community without any
quota or tariff restrictions, with the notable exception of ‘seasitive’ products such as
Moroccan and Tunisian refined iexiile, petroleum, and cork exports to Europe. The
Multifibre Agreement, signed in 1973, still regulates the international {trade in textile
products, althou‘gh it was agreed in the 1994 Marrakesh Agreement .of the General
Agreement on Tariffs and Trade to phase out the restrictive measures allowed under
ihis Agreement by 2005. While this Agreement was supposed to ensure preferential
ieatment to the textile exports of developing countries (often their most competitive
product}, it also gives {mostly industrial) importing countries the iegal means to protect
their own markets against textile exports from (mostly) developing countries.
Although the European Community has given Maghreb textile imports quota
preferences above texiile imports from East Asian countries, it has often imposed

voluntary expori resiriciion measures on Moroccan and Tunisian fextile producers

%8 For more detail on the development finance and irade preferences accorded to Mauritania see
Cualoeulou, op.cit., pp 166-168, Mchammed Al Alacui, op.cit., pp 27-29
 See Mohammed Al Alaoui, op.cit, pp 30-31
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when it needed to protect its own market, thus severely stunting the growth of the

textile industry in these two countries.

The EEC has also imposed other protectionist measures against Maghreb exports. The
European Community’s application of the rules of origin clause for industrial imports,
for example, has been described as incomprehensible, non-harmonised and
inconsistent.” It did not recognise the fact that industrial production was very weakly
integrated in Maghreb countries, which necessitated that they import most inputs to
final products. However, the rules of origin negotiated with each core Maghrsb
country did allow for cumulation among the core Maghreb countries and the EEC, that
is, inputs from these countries did not count as “third party’ inputs. This mieasure could
theoretically have enhanced intra-industry trade in the Maghreb region, but rather
benefited European suppliers of intermediate goods to the Maghreb, further
reproducing the existing division of labour (agricultural and raw material specialisation

in the Maghreb, and industrial specialisation in Europe).

The Buropean Community also regularly used the safeguard clauses and other “anti-
i dumping’ measures in the agreements to limit or cease preferent.al agricultural or
industrial exports from the Maghreb countries for a certain period withowr prior
consultation. In addition, the European Community, as part of its Comwon
Agricultural Policy, still imposes entry or reference prices on Maghreb agricultural
exports to the European market, to protect the agricultural exports of southern
European countries, which compete with those from the Maghreb. Algeria and Libya,
both exporting primarily hydrocarbon products to the European market, have hardly
been concerned by these agreements, since the European Cormrnunity has never had a
common policy on hydrocarbon imports. No formal cooperation agreement has ever
been conctuded between the Buropean Community and Libya.™ The third generation

of agreements, cailed the adaptation agreements, was negotiated in the mid-1980s, with

™ Mohammed Al Alaoui, op.cit,, p 35
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the main purpose of ensuring that Maghreb agricultural exports continued to receive
preferential access, especially after Portugal, Spain and Greece joined the Commuunity
in the 1980s,

Despite these thiree generations of cooperation agreements, hopes of a breakthrough of
Magreb products into the European markets, and of economic takeoff on the southern
Mediterranean shore as a result, have been disappeinted. Many scholars have blamed
Buropean policies towards the Maglreb for this, arguing that the EEC’s trade and
development approach towards the Maghreb has been both inconsistent and incoherent,
fuelled by the sharply deteriorating economic climate in Europe during the second half
of the 1970s and the early 1980s. One reason why the European Commiunity never
instituted proper trade and financial mechanisms, as well as policies to develop the
economies and peoples of the region was mainly because it L:as never considered the
Maghreb region more than a political ‘corridor’, or zone of European influence.’® In
view of its increasing self-sufficiency in those agricultural products produced by the
Mediterranean countries since the carly 1980s, Europe’s agricultural concessions to the
Maghreb were mostly a political instrument. This is despite a long history of discourse

committing the Buropean Community to the development of the Maghreb region.™

The aid it has given Maghreb countries was not only used primarily to pay interest on
their external debts - therefore mainly benefiting European creditors - but was also
highly insufficient for the development needs of these countries.”™ Agriculture, which

has always been at the centre of coopera.on between Europe and the Maghreb, still

™! Sce Ali Bhaijoub, ‘Morocco’s argument to join the EEC’, in George Joffe (ed), North Africa: nation,
siate and region, Routledge, London, 1993, p 237

™ See A Azvab, L'Opinion, 24 November 1994

0 The Moroccan press, in patlicular, expressed outrage and accused the Europeaa Union of *deception’
at the end of 1994 when it became clear that it will not only continue the same bairiers as before to
Morocean agricultural exports in the new agricullural cooperation agreement. In addition it has even
lowered some of the quotas and shoriened the permitted perizds of entry for same products sesh as
tomatoes. See A Bayane, 4 December 1994, Liberation, 14 January 1995, Le Matin, 30 November
1994, Le Matin 9 December 1994, A7 Bayane, 15 December 1994

™ See Margaret Blunden, ‘BuroMediterranean Relations: the conditions for partnerships in the
Maglireb’, in Bulletin of Francophone Africa, Volume 5(10), Winter 1996/7,p 17
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absorbs a large part of the labour force in especially Morocco and Tunisia, although its
share in their total exports has declined dramatically since the 1970s for a variety of
reasons. If the EU was genuinely interested in food security and development in the
Maghreb region, it would have allowed more favourable access for key Maghreb
agricultural exports to its markets, and supported the domestic agricultural reforms in

Maghreb couniries since the onset of structural adjustment programir es.

The agricultural industry in Morocco, for example, has been able to benefit even from
the limited preferences for its agricultural exports. The volume, quality and logistical
export managetent of agricultural exports have improved, especially since the
modemisation of the industry under various structural reform programmes since 1983,
to such an extent they have become more competitive than agricultural products from
the southern Furopean countries by 1988, Instead of suppoiting this praductive
activity by allowing more favourable entry to agricultural exports, to increase the
income necessary to modernise the agricultural industry, -vhich could increase yields
and in turn address to problem of food insecurity in the Maghreb, the EU in its offer for
a new agricultural agreement with Morocco in December 1994, wanted to impose
further restrictions on the entry of its competitive exports on EU markets.”
Despite the efficiency increases especially in the Moroccan agricultural sector,
Maghreb agricultural exports to the European market have shown a drastic decline
between 1970 and 1986. This has ma‘nly been the result of the introduction of
Burope’s Common Agricultural Policy, the enlargement of Europe to southem
Mediterranean countries, and the generalisation of association and cooperation

agreemen! with countries in the Maschrek such as Israel and Egypt.™ One of the

5 See Omar Aloui, L'Opinion, 13 January 1995, p 3

" The EU, for example, reduced the quota for tomato exports from Mozocco from an average of 150.00
tons to 130,00 tons, and reduced the time period during which tornatoes can be exported by one month.
It a)so increased the entry  ce for tomatoes to apply to export during the entire year, instead of only
certain periods of the year as was the case previously, The entry price for nectarines also posed an
obstacle to Maghreb exporters. For more detail on the restrictions see 4/ Bayane, 7 December 1994, p 2
7 Ait Amara and Ben Hammouda, ‘L*Union du Maglireb: espace de change ou espace de production’,
in Reviee Tuntisienue d 'Econamie, 1992, pp 32-53
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goals of thc Common Agricultural Policy was food self-sufficiency in Europe through
increasing agricultural output, As a result, agricultural imports in Europe have
diminished (from 27.7 per cent to 5.3 per cent between 1970 and 1986) and exports
have increased (from 6.7 per cent to 12 per cent in the same time period). This has led
to employment and capital iosses for Maghreb countries.™  The European
Community’s developiment policies therefore have been contradicted by its extemal

trade policies and protectionist measures.
3. New Mediterrancan policy

The idea of a harmonised Mediterranean policy has been under discussion in the
European Couneil since 1972, In that year the Council declared that the EEC would
start developing a more colierent and comprehensive Mediterransan policy, with the
aim of creating a free trade zone in industrial goods, which would encontpass the entire
Conununity and the soulhern Mediteiranean states.”®  This resulted in various
cooperation agreements with Machrek countdes, as well as the second-generation
cooperation agreements with Morocco, Tunisia and Algeria in 1976, However, due to
the EC’s preoccupation with the ‘second’ eniargement of Europe in the early 1980s, it
was: only in 1989 that the European Comimission re-affirmed its concern to strengthen

ties with the countries of the Mediterranean,

This was pattly the outcome of persistent lobbying by the French government. In
1983, French President Franceis Mitterand first mooted the idea of an integrated
Mediterranean space, precipitating France’s position as the leading proponent in

Burope of closer cooperation on political and economic issues with the Mediterrancan,

3 See Mustafa Qarouach, 'L'agriculture maghrébine face 4 I'Europe 1993, Revie Marocaine de Droit et
d'Economie dy Développement, No 27, 1992, pp 35-40

" The European Commission has proposed 1o climinate tariffs an industrial goods by 1977 and that
almost full reciprocity be implemented by the miore. developed members of the northern Mediterranean
{Spain, Portugal, 24d Greece), extending the limetable for an TTA to 1985, Hawever, the timetable for
the Maghreb would be extended even further, See David Seddon, ‘Unequal partnership: Eurape, the
Maghreb and the new regionalisny’, in Jean Srugel and Wil Hout (cds) Regionalism across the Norih-
South divide: staie strategies and globalisation, Routledge, London and New York, p137
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but also specifically the Maghreb countries. To this end he first suggested the
convention of a Westen Mediterranean Conference between the four Mediterranean
Maghreb countries, and France, Italy and Greece (which joined the European
Community in 1982), to discuss their long-term security, political and economic
relations. This idea gradually took root and after Spain and Portugal joined the EEC in
1986, France proposed a dialogue between the group of nine northern and southern

Mediterranean countries, which was also called the '5+4' dialogue,

The emergence of a new Mediterranean policy in Europe has e_ﬂso been in part the
result of power wrangling within the Eurcpean Community, specifically between the
southem European countries, led by France, and the northern Buropean countries, led
by the United Kingdom. France has always called for sitnilar treatment of the
Mediterranean countries to those of eastern and central Europe after the fall of the
Berlin wall in 1989, patily because a Mediterranean subsystem would allow the
southemn European countries fo counter the weighl of a unified Germany.”® It was
under the presidency of France that the EU prepared for the 1995 Barcelona
conference, where Europe’s new Mediterranean policy was officially formulated in the
EuroMediterranean (EuroMed) Agreement. The actual conference took place under the
presidency of Spain. Tt was also thanks to French lobbying that the BureMed financial
assistance budget was increascd to ECUSbn, although it was still far less than the Ecu 7
billien allccated to the eastern and central Buropean countries for the same time

perjod.”!

The {irst Mediterranean forum took place in Marseilles in 1988, with the enthusiastic
participation of Tunisia and Morocco. Algeria, although it did participate, was not
eager to enter into close political participation with the southern European ccuntries
because of their support tor Morocco in the Weste;a Saharan war. After this forum, a

European Securily Cooperation Councii meeting, where the AMU member states as

N¢ ¢ 'Ouverture de P Europe sur I’ Bst et la margiaalisation du Moghreb’, Aunnales de Centre d'Etudes
Strategigues, No 4.5, 1990-1992, p 147
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well as Israel, Turkey and Malta were present, discussed the French proposal for a
Mediterranean Security and Cooperation Council, which would promote security and
economic cooperation, and human rights and democratic development in the
Mediterranean region. There were differences within the BEC, however, about the
composition of the Council. France, supported by AMU members, wanted a Western
Méditerrannean framework, while Spain, Italy and Greece wanted to include the entire

Mediterranean basin in the proposed Council.””?

The French government has always promoted AMU as a separate entity within the
Mediteiranean framework, with special development and financial cooperation
needs,™

To this end il proposed in 1991 that the EEC establish an Economic Cooperation Fund
for the Maghreb and the Middle East to finance technical assistance programmes,
studies for regional education, training, health, agriculture and social service-related
projects. In response, the European Commission finally announced a financial aid
programme, which would provide US$5.8bn io eight Mediterranean countries, of
which 50 per cent would be in the form of concessicnary loans. Morocco was to
receive US$543 million, making it (he largest beneficiary of the programme. This
became known as the ‘ﬁ;urlh protocol’ (see above), and amounted to an average; rise of

36 per cent from previous financia! protocols.”™

The first meeling to discuss dialogue and cooperation between the EU and
Mediterranean countries took place in 1990 in Rome. The 1988 French proposal for
the institutionalisation of Mediterranean relations was formalised and a Mediterranean
Secunity and Cooperation Council was established {o deal with issues of drug
trafficking, immigration and political destabilisation. The fact that this historic

meeting did not discuss at all European protectionist irade practices in textile and

M See A/ Bayane, 11 December 1994

"2 See ‘L*Cuverture de I'Enrope sur I"Est’ et la marginalisation du Maghrebh', in Annales du Centre
d'Etudes Strategignes, No 4-5, 1960-1992, p 147

™ See Marehées Tropicans, 3 May 1991, p 1140
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agricultural products, or its restrictive immigration policy, fuelled allegations such as
that of Hassan Benabderrazik that Europe has never been interested in a coherent and
consistent policy to develop the southern Mediterranean countries, but only in
safeguarding its own security, which was intricately linked to political and economic

developments in the Mediterranean.”’

Despite the fact that the special needs of the Maghreb countries were henceforth 1o be
subsumed under the entire southern Mediterranean bloe, the Buropean Mediterranean
countries and AMTJ member states did conclude a partnership for development, which
was pursued at a group of ten conference in Algiers in 1991, Pgrt of the reason why
AMU member states have become subsumed under the broader Mediterranean policy
frameworx of the Buropean Community has been that in 1990, AMU itself had no
regional position on the approach, principles and mechanisms of cooperation with the
European Community and positions of member states ranged from maximal policy
dialogue to minimal incremental interaction?™® It was finally agreed in AMU that
meetings between the group of ten would take place at the level of foreign ministers.
Maghreb govemments have always seen their cooperation with the southern European
countri?s in the context of the 'Group of Ten', as an introduction to negotiations with
the entire European Comnunity in a Mediterranean fmmeworlé. These ‘Group of Ten’
discussions were interrupted by the Gulf War of 1990/1 and eventually broke down in
1993 because of the 1992 UN embargo against Libya, of which France was one of the

co-spunsors in the UN Security Council,””?

Europs’s new Mediterranean policy, officially formulated since the early 1990s,
stenumed from a renewed realization of the strategic and economic importance of the

southern Mediterranean couniries, parily based on a new understanding of security,

™ See Seddon, 1998, op.cit., p 143

5 See Hassan Benabderrazik, L 'Opinion, 13 January 1995,p 3

76 See Mohammed Al Alaoui, op.cit., pp 176-177, It was finally decided that the AMU would
institutionalise its relations with the EEC in the form of foreign ministers meetings between the Group
of Ten

" See Marchées Tropicaux, No 2451, 1992, p 2863
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which encompasses political, social, economic and human development. It was also a
manifestation of a shift in the European Community's approach to developing countries
away from duvelopment cooperation based on financial aid and trade concessions to
partnerships based on reciprocal trade and a multidimensional approach to cooperation,

including security, human rights and democracy in the partnership.”®

According to the dominant school of thought in the Euwropean Commission, the
industrial and agricultural export bases of Maghreb countries have not diversified
sufficiently due to high domestic protection and lack of competition. This argument
was undetlined by the fact that Bast Asian producers have made much larger inroads
than Maghreb producers in European markets since the 1970s without preferenccs.
The only Maghreb exports that did increase during this period were non-agricultural
raw primary commmodities such as phosphates and petroleum products. Trade
preferences, moreover, have established a pattern whereby production structures and
industrial and technological production were increasingly determined by external, as
opposed to internal demand, In view of the fluctuation in European demand and
growth rates, such a strategy did not bode well for a long-term sustainable economic

deve’opment strategy in the Maghreb.”

Based on this economic reasoning, the European Commission re-affirmed its long-
standing proposal that reciprocity be introduced in the trade agreements with the
Maghreb couniries. 1t has even taken this position with regard to the new trade
cooperation agreentent with the African, Caribbean and Pacific (ACP) counfries afler
the expiry of the current Lomé Convention in 2000, This logic has not only been
informed by a desire to ‘capture’ the markets of the Maghreb, Mediterranean and even

the ACP countries, and the rapprochement in Evrope towards the dominant neo-liberal

" See Mehdi Remli, 'Europe-Maghre: nouvean défis: libre-échange et coopération décentralisée en
Méditeraunée', paper delivered at the Firse Mediterranean Forum for Co-development, CETIMA, Sidi
Boty Said, 5-7 Qctober 1995, mimeo, p ¢

19 William Mark FHabeeb, “The Maphreb stales and the Buropean Community!, Williant Ziriman and
WM Habeeb, (eds), Polity and Society in Contemporary North Aftica, Westview Press, Boulder, 1993, p
220
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development paradigm during the 1980s, but also by its dispute with the US in the
World Trade Organisation. This dispute has been fuelied by the complaints of a large
US multinational corporation exporting bananas from Central American countties to
the EU market about Europe’s preferential regime accorded to banana imports from
eastern Caribbean countries under the terms of the Lomé Convention. ™ Not only has
this opened disputes about the continuation of preferences accorded under the Lomé
Convention, but alse Europe’s continuation of granting non-reciprocal preferential
entry to goods and services from other third countries, without applying the most-

favoured-nation principle.

In the context of this new policy orientation, in 1992 the Buropean Commission
proposed to negotiate a more contractual relationship with the Maghreb countries to
follow the association agreements of 1986, and to replace unilateral assistance with
partnership and reciprocity. This new approach would include political dialogue,
economic, financial, technical and cultural cooperation, as well as the conclusion of

! In rveturn, the EU would expect of

free trade areas on a variable geometry basis.”
Maghreb governments o convert to market economies; conclude bilateral free trade
areas with the BU within a specific a trausition period; control demographic growth in
their couniries; and embark on a political dialogue with the EU on democratic

pluralism and respect for human rights,™
4. The Euro-Mediterranean Agreement

This new policy orientation culminated in the signing of the Euro-Mediterranean

Agreement (after this the BuroMed Agreement) in Barcelona in 1995, This agreement

70 See Russell Mokhiber and Robert Weissman, Focts on the Corporafion, 2 Aprit 1999,
http://www.essential.org/monitor

2! FTA Agreements were concluded with Tunisia in July 1995, with Morocco in January 1996, but will
only be concluded with Algeria by 2005 or 2007, See interview with Sandro Cerato, Head of EEC
delegation to Tunisia, J/E4, No 232, April 1993, pp 20-22

22 See Nicole Grimaud, ‘L'UMA, quatre ans aprés: la négotiation d*un accord Buro-Maghrebin
d’association avec le Maroc®, Etudes Internationales, No 48, March 1993, pp 122-123
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had three main objectives: the establishment of a comme~ area of peace and stability;
the creation of a shared zone of prosperity through the ‘establishment of a
Mediterranean free trade area by 2010, comprising 4G countries and 800 million
inhabitants as well as a substantial in..ease in financial support to the Mediterranean
countries; and finally the promotion of human development in the Mediterranean,
which would include the preare. .. t of understanding between different cultures in the
Mediterranean, and organising exchanges between civil societies”™ The new
Mediterranean policy would proceeded along two axes: a vertical approach
{negotiation of new association agreements with southerm Mediterranean countries) and
a horizontal approach (decentralised cooperation between civil societies of Europe and

the southern Mediterranean countries).

The partnership is based on th 1ples of strengthened political dialogue, cconomic
and financial cooperation and social, cultural and human cooperation and development,
Regarding the first pillar of cooperation, Mediterranean countries agreed to establish a
sscurity pact that would create a safe Mediterranean space free from terrorism,
organised c¢rime, illegal immigration and drug trafficking. With regard to economic
cooperation, in additicn to proposing to voluntary negotiation of bilateral association
agreements with Mediterranean countries, the EU has committed Ecud.685 billion in
Comumunity budget funds and European Investment Bank loans, for the five years from
1995 101999. This money would support economic transition, structural adjustment

and socio-economis infrastructure in Mediterranean countries,™

! Commission of the European Communities, ‘Progress Report on the Jiuropean-Mediterranean
partnership and preparations for the second conference of foreign affairs ministers’, Conmumication
from the Canmumission to the Council and the Europenn parfiament, Brussels, 19 February 1997,p 1,
mimeo. The participating countries in the EuroMed Agreement are Algeria, Denmark, Germany, Italy,
Malta, Portugal, Tunisia, Austria, Egypt, Greeee, Jordan, Morocco, Spaiu, Turkey, Belgium, Finland,
Ireland, Lebanon, Netherlands, Sweden, United Kingdom, Cyprus, Fran.e, [srael, Luxembourg,
Palestinior. Awhority, » J Byria,

™ Soe Juditlh Samnuel, The buso-hlediterranean parmership: the case of Tunisia’, in Journal of
Francophone Africa, Volume 5{10), p 27
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The EuroMed Agreement also calls for the harmonisation of energy, industrial,
telecomraunications, and water policy among the 27 countries of the Mediterranean, a
process which is currently under way.™ Finally, as part of the economic cooperation
package, the EU has resolved to assist in developing south-south economic cooperation
and regional integration among the southern Mediterranean countries, which it views
as one of the preconditions for increased competitivity and productivity, through the
creation of joint enterprises and measures for indusirial cooperation in these

countries.”®

According to the Agreement, the establishment of a free irade area by 2010 would be
acconplished primarily through the negotiation of EurohMed Association Agreements
between the EU and individual Mediterranean countries but aiso between southern
Mediterranean countries themselyes. These association agreements would take the
form of fice trade area agreements, based on the association agreements that Europe
has negotiated with Poland and Hungary.” These free trade agreements would contain
certain common elements although their provisions might vary from one parlner to
another. They are the creation of a free trade area compalible with WTO requirements;
ihe completion of fiee trade over a transiticnal period which may last up to 12 years
from the dale of entry into force of the Agl.‘e;.ment; gradual elimination of customs
duties on EU exports of industrial products to the partner country; gradual
liberalisation of irade in agricultural products through reciprocal preferential market
access (the BU will maintain pre-existing preferences for Mediterranean exports while
the latter will extend more limited preferences to EU agricuitural exports - this
situation is to be reviewed afler 1 January 2000); protection of intellectual property

rights; the gradual liberalisation of trade in services, the gradual liberalisation of public

725 ‘Harmonisation of policies: indusiry, telecoramunications, energy, water’, in EuroMediterrancan
Parnership iformation note no 3,http:/fwww.diplomacy edu/euromed/minist/documentsfinfono3e.html
72 At the Barcelona conference, a concrete plan of action with specific time frames and structures were
also discussed. It established the foliowing institutions . - implement the Agreement: heads of state
meetings every two years, a follow-up committee to impiement programmes, and specialist working
groups at the ministerial level. See Jean Paul Pigasse, op.cit, p 13

7 See Sandro Ceralo, op.cit., p 20
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procurement arrangements; and the gradual hamonisation of competition, state

assistance and monopoly legislation.”*

The EBuropean Union did recognize (albeit only afier the persistent insistence of
Moroccan and Tunisian negotiators during their negotiations with the EU) that the
reallocation of labour and capital, which wouid result from the conclusion of free trade
areas, could lead to high social and developmenial costs in Maghreb countres. It also
recognised that free trade will only lead to an increase in welfare if accompanied by
economic reforms, institutional infrastructural reforms, productive invesiment in the
labour-intensive export sector, and a large influx of non-volatile and non-debt creating
foreign capital. Tt therefore allocated a financial package, the MEDA fund of Ecu4.685
billion, accompaning the free trade area agreements, to support the modemisation and
economic restructuring of countries which are opening up to the industrial imports
from the EU, particularly by developing their privaie sector; prepare their less
developed partners for open market ecopomies; and promote decentralised regional
cooperation among non-governmental actors such as the media, universities,
businessses. Resources are also intended to support policy measures to alleviate the
shorl-term costs of economic adjustment, continuing energy cooperation, in particular
to provide the Maghreb witl; etectrictly, and addresssing the low levels of education
and the lack of proper working conditions, health infrastructure and social protection in
Maghreb countries.™ Exampies of bilateral projects funded by the MEDA include
rural development {Morocco), technical assistance for refonm of the financial sector
(Tunisia), privatisation operations (Tunisia, Morocco, Egypt), social fund for
employment creation (Egypt), creation of joint ventures (Tunisia), financing of micro-

enterprises (Morocco).™ Buropean Investment Bank loans have been granted to

"8 “Bree trade arca’, EnroMediterranean Partnership Information Note No 23, Eurapean Commission,
Unit IB/A/T, April 199R, mimeo

™ See Oualoulou, op.cit. pp 192-197

70 See Qualoulon, op.cit., p 209
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Morocco for water resource management and Algeria for pollution reduction and

modernisation of air traffic control systems at airports.™

Already in 1991, as part of its new mediterranean policy, the European Union hps
allocated ECU2030m to a special fund promoting ‘horizontal’ cooperation between
non-governmental actors in the Mediterranean and the EU, in addition to the country-
oriented financial protocols for Algeria, Morocco and Tunisia, This regional
cooperation budget aimed to support multilateral and sub-regional cooperation in the
Mediterrancan region, prioritising amongst others technical cooperation programmes
between European and Maghreb local authorities on urban issues, between media
professionals, institutions and organisations, as well as a programme fosteting the
development of smal) and mediwn enterprises in the Mediterranean. The latter focuses
on creating partnerships between enterprises, and providing support for the growth and
development of existing and new companies in the Maghreb.™ To build the industrial
fabric of its developing partners, the EU programme for decentralised cooperation
aimed to promote industrial cooperation to assist in the transfer of technology from
European to Maghreb enterprises and to encourage them to subconiract and provide

training to Maghreb enterprises.

In March 1998, the Buropean Commission adopted a MEDA Regional Indicative
Programme, which was to complement and reinforce the bilaleral 1ndicative
progtammes. Activities funded in the area of economic and financial cooperation
include dialogue on the harmonisation of sectoral economic policies, and the fostering
of cooperation between non-governmental entities such as chambers of commerce,
economic mstifutes and trade promotion bodies in Mediterranean countries. Activities
that have been undertaken include the creation of a Buropean-Mediterranean network
of independent economic institutes, conferences on increasing inward investment and

developing capital markets, 2 programme to promote private sector investment in

™ See “The MEDA programme’, EuroMediterranean parinership, Information Note No 3, Buropean
Commission, September 1997, hitp:/Avww.euromed.net/information-notes/In5¢.litm
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infrastructure (telecommunications, autoroutes, and information infrastructure) in the
southern Mediterranean countries, the financing studies on the development of
competitive branches and industries for Maghreb countries, and a progamme to
development the private sector in Mediterranean countries. ™ Other projects include
energy, information technology, energy, and environmental cooperation, as well as

statistical harmonisation.™

In this sense, ard from a European and Maghreb policy elite perspective, the EuroMed
agreement was a strategy to create an area of ‘shared’ prosperity in the Mediterra.‘ean,
whereby participants set themselves the long-term objectives not cnly of cencinding
free trade areas, but also of
pursuing policies based on the princpies of the market economy;
adjusting and modernising their economic and social structures, giving
priority to the promotion and development of the private sector and the
establishment of an appropriate institutional and regulatory framework
for a market ecnomy, and mitigaling the social cousequences which may
result from this adjustment by promoting programmes for the benefit of

the neediest popula ms.™

™2 Sce European Commission, hitp:/europa.eu.int/comm/dg08/publicat/odifen/chd.doc

™ Traditional complementarities between trading pariners such as productivity and geographical
distance htave become iess important for trade than complementarity between the different branches of
multilateral corporations, whose productive processes are dispersed over several countrics. As such
potential complentarities need t~ be identified and exploied. The {unding for studics of this nature was
never available in the Arab Maghreb Union (sec chapter 4)

™ See ‘The MEDA regional programme’, EnroMediterrancan partnership Information riote o 26,
Europcan Commission, April 1998, http:/www.euromed.net/information-notes/In26e.hitm
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5. ' Why a European-Mediterraneaa Agreement?
5.1 European motivations

European policy-makers have gradually lost confidence in the tra.ditional demnand-side
intervention approach of their development cooperation policy, that is the granting of
tariff preferences and aid, which they believed 1....e not been successful in promoting
industriat and agricultural development and diversification in those ocountries

benefiting from such preferences.”

At the top of the pyramid of preferential access to
the Buropean market have been the ACP countries, and then the Maghreb countries. In
contrast therefore to its historic aid relationship with the different countries of the
reg'on, the EU hoped to move towards a more global and holistic parinership that
would allow it to harmonise its aid policies both globally, and specifictally towards the

Mediterrancan region.

According to European policy makers, Maghreb rconov’ .z would become more
efficient if they open up their productive structure’ -~ competition.” To develop their
industrial fabric, a large inflow of private domestic and foreign direct investment was
needed. This would only come aiaout once the Maghreb enhances its market potential, '
which could be achieved thruugh a fiee trade area agreement with the Buropean
Union.™ According to this development paradigm, which has afso been termed the
*Washington Consensus’ {see chapter four), the deregulation of Maghreb economies,
dismantling of statc conirol and ownership, the creation of a business culture and a
secure framework for investment, as well as the promotion of inter-company links
between Burope and the Maghreb would ’kick-start’ rapid ecoﬁomic growth in the

Maghreb. These measures would also expand Maghreb markets sufficiently to

»5 See 'Economic and finansial partnership: creating an area of shared prosperity’, EuroMed Economic
and Financial Partnership [nformation, hitp://www . euromed.net/economic-chapier/einfo.htm

% Que Driss Ben Ali, L'Opinion, 25 November 1994

™ See Jean Paul Pigasse, ‘L appel du Sud', Jerne Afiique, No 1821, 3¢ November §995, pp 15-17

"8 Sec Driss Ben Ali, L 'Opinion, 25 November 1994
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