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Introduction

In our book we intend to analyse the different bilateral and regional relations of the European
Union which is a unique (sui generis) organisation. The duality of inter-governmental and
super-national natures has influenced the external actions and foreign relations of the EU
since the beginning.

In the first chapter Zoltan Galik attempts to analyse the complex and sometimes volatile
relationship of the European Union and the United States of America. The two economic
giants possess the largest trade blocks in the world, they account for about 40% of global
trade. At the world stage they are fierce competitors and at the same time strategic partners
to each other. The chapter tries to highlight the multi-layer relationship from the economic
dimensions to the security related partnership agreements. It invites the reader to understand
the main causes of the huge trade wars between the two giants, the common sanctions
systems, the basic pillars of their security cooperation and it describes their attempts towards
the establishment of the Transatlantic Trade and Investment Partnership.

The next chapter elaborated by Anna Molnar describes the historical background of
the relations between the Mediterranean region and the EU. The Mediterranean region is
composed of 22 countries around the coastal areas of the Mediterranean Sea, and covers
portions of three continents Africa, Asia, and Europe. The aim of the Euro—Mediterranean
cooperation was to connect the Northern and Southern shores on the Mediterranean
Sea. After a brief introduction to the development of the Euro—Med relations, the author
describes the contemporary institutional relations and the budget and the financial tools,
and the results and challenges of the cooperation.

In the third chapter Tibor Orddgh will present the relationships of the European
Communities and Yugoslavia and Turkey, which meant a cooperation of economic
proportions. Further on, he will examine the role played by the European Union during
the Balkan Wars, and the progress of the Turkish Government towards the Union. He will
continue with the development of relations, covering the creation of the policy of the EU
regarding the Balkan Region, and the Stabilization and Association Agreement of the states,
discussing the present relations, namely the brief introduction of gaining candidate status
and the respective negotiations.

In her chapter Mariann Vecsey introduces EU—Africa relations from the beginning
of their partnership in 1963 and follows their cooperation from the Yaoundé Convention
until the launch of the EU missions in Africa. It discusses the institutions and the financial
background of the partnership; Africa receives more aid than any other continent, and
the EU is the most enthusiastic donor. The chapter also examines achievements of this
partnership of nearly 60 years, and the challenges ahead. It also introduces the new EU
Global Strategy and how it refers to Africa.

After the 2004 enlargement, many new countries became neighbours of the EU.
The chapter elaborated by Agnes Tuka introduces the EU role in the region of Eastern
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Partnership from the historical background through the concept of the New European
Neighbourhood Policy to the new generation of Association Agreements. Armenia,
Azerbaijan, Belarus, Georgia, Moldova and Ukraine all try to negotiate the closest possible
deal with the EU. Although Russia’s influence is unquestionable, the stabilising function
of the EU is getting more and more obvious in this region. In a separate chapter she
examines the EU—Russia relations. Russia clearly became the most controversial player in
the Eastern relations of the EU. The annexation of the Crimea and the destabilisation of
Eastern Ukraine lead to the introduction of sanctions of the EU and the U.S. As the author
argues, the once comprehensive collaboration is now heavily burdened and complicated.

Daniel Harangoz6 will present the relationship of the EU with the region of Central
Asia. After a “late start” in the early 2000s, EU relations with the countries of post-Soviet
Central Asia, newly independent in 1991, developed significantly in the last fifteen years.
European strategy towards the region lacks focus nonetheless, and the EU’s influence pales
in comparison with that of both traditionally dominant Russia and newly resurgent China.
Moreover, EU policy in Central Asia faces three fundamental tensions: these are tensions
between security or stability and human rights; between “ambitions” and “conditions”; and
between regional and bilateral cooperation. To make an impact, the EU needs to develop
a focused strategy that better recognizes its strengths and limitations, as well as the local
realities.

The chapter elaborated by Andras Bartok gives an overview of the EU’s relationship
with East Asia by looking at bilateral relations with important partners, namely the People’s
Republic of China, the Republic of Korea, Japan, and ASEAN. The chance for the EU
to become an important factor in the region is increasing; the current territorial and
security tensions, while obviously posing significant risks for stability, might warrant
deeper EU ties with the region to provide a stabilizing force. With regard to the foreign
policy of the European Union, East Asia and sub-regional groupings have gone through
a steady evolutionary process, increasingly becoming major partners for the EU. While the
EU—China relationship obviously dominates the EU’s Asia Pacific considerations — simply
by the sheer size of the People’s Republic of China (PRC) and its trade with the European
Union — a look at the development of an EU global and regional policy shows how other
states and organizations have also become important partners.

“Latin America” is an expression of French origin from the 19" century. It designates
countries on the American continent that belonged to mother states with neo-Latin lan-
guages in the colonial era; that is, they were either Spanish, Portuguese, or French colonies.
The EU-Latin America relations are divided into two chapters in this book. In his chapter
Istvan Szilagyi deals with the EU-South America nexus, while Ménika Szente-Varga
focuses on links between the European Union and states situated south of the United States
and north of Colombia.

In his chapter Zoltan Galik will consider how the European Union and its predecessors
related to some of the major global and regional institutions, the United Nations, International
Monetary Fund and the World Bank, the World Trade Organisation, the Organisation for
Economic Co-operation and Development, the North Atlantic Treaty Organisation, and
the Organisation for Security and Co-operation in Europe.

Tamas Hoffmann will analyse the relationship between the European Union and
the United Nations. The cooperation of the European Union and the United Nations is
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riddled with difficulties arising from often clashing national interests and the lack of ade-
quate representation in many UN bodies. Nevertheless, despite all the current uncertainties,
the EU will continue to be a dedicated supporter of the United Nations.

The chapter of Andras Istvan Tiirke, beyond giving an outline of the frameworks of
EU-NATO relations, is to draft by some examples that behind the scenes which fault lines
make internal cooperation difficult, with a strong emphasis on French opinions, as a key
state of European integration. It presents firstly the historical and legal background, then
the most important political steps of EU-NATO cooperation during the period 1990-2016
and finally a history of police-military cooperation and rivalry in the operational field.

The contribution of Balazs Szent-Ivanyi discusses the EU’s common international
development policy. First, it provides some details about the international development
system, the broader context in which this policy operates. This is followed by a brief
history of the common international development policy, discussing its origins, evolution,
and the significant changes the policy went through after the turn of the millennium.
The most important features of the policy, including the main principles and norms,
funding, institutional set-up, and the allocation of EU aid are discussed, as are three key
challenges: the diversion of aid from poverty reduction to other goals; the impact of the EU
on the bilateral development policies of the member states; and the challenges associated
with measuring the impact of aid.

The case study on the V4 (Visegrad Group or Visegrad Cooperation) is special in
a book dealing with the EU’s regional and bilateral cooperation. This is because the group
went through a fundamental transformation since its foundation in 1991. This chapter
elaborated by Alex Etl explores how the EU-V4 relations have changed through the course
of transformation from an external, regional domain to an internal partnership.

The V4 (Visegrad Group or Visegrad Cooperation) is at once a subregional, inter-
governmental group and an integral part of the European Union. The analysis begins with
a historical and institutional background of the EU-V4 relations. The second part compares
the success of the “Visegrad brand” with political, economic and social circumstances
that detracted from the V4 solidarity and cooperation. The chapter suggests that enhanced
Visegrad cooperation is only feasible in certain policy areas, whereas internal divisions
inhibit the Group from deeper cooperation in the long run.

The Editors
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The European Union and the United States of America

Zoltan Gadlik

The European Union and the United States of America have developed a very close but at
the same time very controversial relationship from the end of the Second World War until
nowadays. The process of the European integration was closely followed by the U.S. as
the American and European political and economic elite always looked at each other as
their primary allies during and after the Cold War. On the other hand, Europe and the U.S.
possess the largest trade blocks in the world, they account for about 40% of world trade.
From the beginning of the European integration they were competing at the global stage.
Beyond the trade relations they also have developed a very profound and efficient security,
defence and political relationship during the last decades. As the European External Action
Service declares, the partnership relies on a “solid foundation of common values, including
a commitment to the rule of law, the democratic process, free enterprise, respect for human
rights, and alleviating poverty”. (EEAS 2017) The partnership was formalised only after
1990 when both parties engaged in a joint discussion on a comprehensive future trade deal.

Changes at the World Stage

The economic, political and military hegemony of the European continent and within
primarily that of the United Kingdom which lasted for centuries was challenged by
the U.S. in the first half of the twentieth century. The monetary and trade hegemony of
the U.K. collapsed after the First World War and the U.S. built up its own global hegemony
with the creation of the Bretton Woods institutions, the dollar standard system and with
the creations of its nuclear arsenal. The major powers of the European continent struggled to
gain back their political importance. They became weak and relatively incapable to perform
at the global stage, their global influence declined and the hostility between the U.S. and
the Soviet Union determined the political and military landscape for the next four decades.

The U.S. always looked at the European partners as her primary political allies although
she considered them very different from the beginning. The U.S. and the U.K. built up a very
“special relationship” since the middle of the Second World War, West Germany tied its
foreign policy towards the U.S. at the constitutional level, and the French relations were
also close during the dawn of the European integration. The U.S. was not selective when
economic or military interests were at stake: they opted to cooperate even with Franco’s
Spain during the hardest dictatorship years. The U.S. needed a strong and economically
active European continent which is capable to rebuild world trade, absorb the American
goods and services and able to stabilise the new world economy.



12 REGIONAL AND BILATERAL RELATIONS OF THE EUROPEAN UNION

Western European countries remained very vulnerable in the face of the Soviet threat
but the U.S. hesitated to decide the appropriate form of cooperation with them. Although
the U.K., France, the Benelux countries began to create the regional security architecture
with the creation of the Brussels Treaty in 1948, a new transatlantic security framework
was also created with the establishment of the North Atlantic Treaty Organisation in 1949.

The U.S. also provided the necessary liquidity and investment level to the Western
European countries with the Marshall plan (about USD 13 billion in current vale about
USD 140 billion) and private and public loans, credits, grants and — they supported
the establishment of the first intergovernmental institution among them with the creation
of the Organisation of European Economic Cooperation in 1947.

The U.S. and European Integration

The 1950s was undoubtedly a decade of unprecedented economic growth for the U.S. and for
the Western European countries. The U.S. was interested in the economic stabilisation and
success of the Europeans and supported the creation of the first successful (e.g. European
Coal and Steel Community, Western European Union) and also the failed institutions
(European Defence Community, European Political Community) of the integration. The U.S.
was interested in the creation of the ECSC providing a 100 million USD loan to the or-
ganisation and by naming a representative to the Authority with the rank of Ambassador.

The creation of the European Economic Community (EEC) and the EURATOM
were much controversial from the U.S. perspective. The process itself was accompanied
by profound changes between the once closely allied states. The Suez crisis was clearly
a turning point in the break between the U.K., France and the U.S., and de Gaulle later
further distanced the country from the U.S. political and military influence.

From the first time of its creation the EEC did not seem particularly well suited to
the American interests. Although the free trade area helped the economic growth and
stabilisation to go on a new level, the creation of the customs union threatened the liberal
world economic order and the free market access of the U.S. goods. The establishment of
the first huge common economic policy, the Common Agricultural Policy (CAP) clearly
went against the interests of the U.S. The EEC member states wanted to become a dominant
agricultural producer at the world stage and with the creation of the CAP they created an
artificial economic system in which free market access seemed almost impossible from
the outside. It is therefore reasonable that the U.S. pushed the U.K. hardly to join the EEC
during the first attempts in 1961-63 and in 1967, since it hoped that the Brits could be
the “backdoor” for the European markets.

With the establishment of the EURATOM, the Europeans created an international
organisation which is responsible for the creation of a common market for the development
of the peaceful use of atomic energy. Nuclear energy played an important role not just
from a military perspective but also it was seen as a key factor in strategic and economic
terms. The McMahon Act, enacted by Congress in 1946, restricted the access to nuclear
information to other countries between 1946 and 1958. With the creation of the EURATOM
the Western European states established their own regulatory authority. Scientific
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cooperation between the U.S. and Europe started in 1958 with the appointment of an
accredited mission of the U.S. to the EUROATOM.

Early Relations with the European Economic Community

The Treaty of Rome established the foreign trade relation system of the European Economic
Community. The EEC became an autonomous international legal entity capable to conclude
trade agreements and treaties; it has the authority to act in the name of the member
states. The external relations were divided into two main categories: preferential and
non-preferential relations. The relations with the U.S. belonged to the latter. Article 113
of the EEC Treaty provided the express authority for the Community to enter certain
types of external agreements. It also expressed the uniform principles e.g. tariff and trade
agreements, export policy, and measures to protect the interests of the member states in case
of dumping or subsidies. It also offered protection against unfair trade practices by third
countries, and the possibility to introduce remedies against improper commercial activities.

The Treaty provided the framework in which the negotiations should take
place. The Commission makes recommendations to the Council which issues the directives
for the negotiations, and it authorizes the Commission to open and conduct the negotiations.

One of the first agreements was signed in May 1958. (CVCE 1958) The objective of
the agreement was to cooperate by promoting usage of nuclear energy.

During the first decades of its existence, the EEC also developed her international
cooperation and aid system. The first arrangements were signed primarily between the EEC
and former colonies of some member states, and the European Development Fund helped
the transformation of developing countries. The partnership in development was established
after 1969 with the U.S. (the Partners in Development report of the Pearson Commission
of International Development created the framework for cooperation, [PEARSON 1969]).
Both the EU and the U.S. slowly introduced political conditionality in the development aid.

The early collaborations focused mainly to sectorial cooperation like environmental
protection (1974), renewable energy (1982), nuclear safety and radiation protection (1986),
but comprehensive trade negotiations did not take place between the EC and the U.S.
As the European Communities absorbed new member states (in 1973 the U.K., Ireland,
Denmark, in 1981 Greece and in 1986 Spain and Portugal) the importance of the Single
Market has steadily become clear.

On the global stage the EC and the U.S. acted hand in hand several times during
the 1970s and the 1980s. The member states of the European Community together with
other highly industrialized nations supported the rearrangement of international order with
the creation of the Smithsonian Agreement in 1971,' and in 1989 agreed in the Washington
Consensus, a broadly free market economic idea (free trade, floating exchange rates, free
markets and macroeconomic stability).

' The Smithsonian Agreement in 1971 ended the fixed exchange rate mechanism and introduced a new dollar
standard system where the highly industrialized nations were pegged to the USD at a central rate with + 2.25%
fluctuation.
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The U.S. and the EC also worked closely together at the international trade institutions
primarily in the GATT. The subsequent rounds of the GATT negotiations from the early
1950s resulted the international trade liberalization, the new trade rules, tariff concessions,
the plurilateral agreements, the Anti-Dumping Agreement, later the efforts to eliminate trade
barriers that do not take the form of tariffs both in the territory of industrial and agricultural
goods. Later the negotiations were extended towards investment measures (Trade-Related
Investment Measures) and intellectual property rights (Trade-Related Aspects of Intellectual
Property Rights).

Towards a Closer Economic Cooperation

The EU and the U.S. has begun to tighten a closer economic relationship in the 1990s. The end of
the Cold War ended the division between the East and the West, the bipolar world was replaced
with a new world order marked by two controversial tendencies: growing globalization and
fragmentation. The fundamental redefinition of international relationships began to take shape
on security, economic and environmental levels.

The Transatlantic Declaration on EC-US Relations in 1990 was the first document in
which both parties declared their intentions to create economic partnership on many areas.
It is important to keep in mind that the first agreements were not aimed to be free trade area
agreements, only a very limited and timid rapprochement took place. The Transatlantic
Declaration was intended “to build bridges across the Atlantic”, “promote peace, stability and
democracy and development around the world”, improve the world trade, and to find common
answers to global challenges.

The EU and the U.S. recognised they mutual commitment towards the multilateral trading
system, and they shared the basic concepts of “transparency and the implementation of GATT
and OECD principles concerning both trade in goods and services and investment”. (TD 1990, 2.)
The areas of interest included competition and transportation policy, telecommunications, high
technology, standardisation, science and technology, research in medicine, environmental
protection, pollution prevention, energy, space, high energy physics, safety of nuclear installations,
education and culture. The U.S. and the EU begun to hold bi-annual consultations between
the parties at the Foreign Minister level, the Presidency Foreign Minister/Troika and U.S.
Secretary of State level, and between the European Commission and the U.S. Government.

A more sophisticated approach was introduced in 1995 with the New Transatlantic Agenda
which also consisted of a Joint EU-US Action Plan. This document concentrates more on
political relations while the previous one is more economic-centred. The main declarations of
the Transatlantic Agenda were held with four major goals: (NTA 1995)

* Promoting peace and stability, democracy and development around the world primarily
in focus to the former Yugoslavia, “the support of Central and Eastern Europe in their
efforts to restructure their economies, strengthen their democratic and market institu-
tions”, and “commitment to the achievement of a just, lasting and comprehensive peace
in the Middle East”.

* Responding to global challenges.

 Contributing to the expansion of world trade and closer economic relations.

* Building bridges across the Atlantic.
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The next stage of the economic partnership was introduced in May 1998 at the London
EU-U.S. summit. The parties adopted a joint statement on the Transatlantic Economic
Partnership (TEP) which intended to extend the bilateral cooperation into the field of
investment and trade. The agreement aims were intended to be achieved through regulatory
cooperation, removal of trade barriers or through coordinated actions in international
organisations. The agreement listed some special areas of interest where the EU and the U.S.
would start formal negotiations:

» Dispute settlement

* Transparency

* Implementation

* Services

» Agriculture: food safety, plant and animal health and biotechnology

» Trade facilitation

¢ Industrial tariffs

* Intellectual property

* Investment

* Procurement

» Trade and environment

* Developing countries

* Electronic commerce

» Core labour standards

* Rule of law issues

* Mutual recognition

* Alignment of standards and regulatory requirements

» Consumer product safety

* Biotechnology

The signature of a Mutual Recognition Agreement made common standards in six specific
sectors: pharmaceuticals, medical devices, electromagnetic compatibility, electric safety,
telecommunication equipment and recreational craft.

The intensity oF talks was clearly put to a new level. The Transatlantic Business
Dialogue (TABD), the Transatlantic Labour Dialogue (TALD), the Transatlantic Consumer
Dialog (TACD), the Transatlantic Development Dialogue (TADD) and the Transatlantic
Environmental Dialogue (TAED) created a much wider space to conclude the talks between
the EU and the U.S.

Under the TEP agreement free trade was planned to be extended between the EU and
the U.S. until 2010, primarily in the field of liberalisation of services. But the two economic
giants also intended to move beyond the WTO rules in the TRIPS and TRIMS.

Although the U.S. still looked at Europe as her primary ally, the profound geopolitical
rearrangement started after 1990. The NATO was undoubtedly the cornerstone of the trans-
atlantic military relations unit the end of the Cold War, but after 1990 the U.S. began to shift
the focus to other territories. The new security challenges transformed the NATO structure
and military instruments, the “out of area” missions were introduced, and the U.S. began to
use the “go it alone” policy more frequently which was accompanied by the “new coalition
building” efforts. The EU developed its own security architecture with the slow incorporation
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of the Western European Union’s instruments (Forces Answerable to Western European
Union, FAWEU), but the NATO-EU cooperation was also strengthened during the 1990s.
The NATO developed the European Security and Defence Identity at the Berlin Conference
in 1996 (ESDI 1996) which focused among others on the “arrangements for the release,
monitoring, and return or recall of NATO assets and capabilities made available, on
a case-by-case basis, to support WEU-led operations”, “close NATO-WEU consultations
on planning and conducting WEU-led operations using NATO assets and capabilities”.
The Berlin Agreement later was extended with the Defence Capabilities Initiative (DCI) in
December 1999, “with a special focus on interoperability”, “the deployability and mobility
of forces, on their sustainability and logistics, their survivability and effective engagement
capability, and on consultation, command and control”. The process was later extended with
the Berlin Plus Agreement in 2002, with assured access to NATO planning capabilities and
the availability of NATO assets and capabilities for EU-led crisis management operations.

In June 2005 the EU and the U.S. launched the EU-US initiative to enhance trans-
atlantic economic integration and growth. The initiative further deepened the regulatory
convergence and extended the talks into the following 15 areas: pharmaceuticals, automobile
safety, information and communications technology, standards in regulations, cosmetics,
consumer product safety, consumer protection, enforcement cooperation, unfair commercial
practices, nutritional labelling, food safety, marine equipment, eco-design, chemicals,
energy efficiency, telecommunications and radio communications equipment, electromag-
netic compatibility, and medical devices. At the same time talks were opened on horizontal
areas such as on general regulatory policies and practices related to better regulation like
impact assessment methodologies, risk assessment methodologies and public consultation.
(IEI 2005) The regulatory regime focus was extended to new areas of cooperation with
measures against money laundering and terrorist financing cooperation.

The 9/11 terrorist attacks on the U.S., later the Madrid (2004) and London (2005)
bombings gave a new momentum to the EU and United States to combat terrorism and to
cooperate on judicial, policing and intelligence areas. The cooperation was an integral part
of the so called Hague programme of the EU (started in 2004) which included anti-terrorist
measures, and the promise of an integrated management of the Union’s external borders.
The U.S. and EU agencies established reciprocal liaison relationships, the Europol has
posted two liaison officers in Washington, D.C., and the United States has stationed an FBI
officer in The Hague to work with Europol on counterterrorism. The Law Enforcement and
Intelligence Cooperation Agreements (signed in 2001) were intended to share “strategic”
information threat tips, crime patterns, risk assessments, and personal information (names,
addresses, and criminal records). In 2007 an agreement was reached that set common
standards for the security of classified information to facilitate the exchange information.
The EU and the U.S. also concluded agreements on extradition and mutual legal assistance,
but the U.S. death penalty and the extradition of EU nationals posed particular challenges
to the process.

The areas of cooperation were covered by the strengthening border controls and
transport security aviation and air cargo security, maritime cargo screening, visa waiver
program, detainee issues and civil liberties.

Other significant cooperation areas include the improvement of U.S. cooperation
with FRONTEX with the adaptation of a Transatlantic Registered Travelers System,
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helping the EU to build a European Travel Information and Authorisation System and
expand the Visa Waiver Program, establish a transatlantic arrest warrant, establish joint
investigation teams, including Europol and Eurojust, cooperation in new areas of criminal
investigation, including cybercrime, trafficking in humans and drugs, and arms smuggling,
reach out together to third states to enhance greater cooperation in law enforcement, include
transatlantic cooperation in EU discussions of the external dimension of internal security,
provide a legal and organizational basis for U.S. cooperation with Europol. (AC 2009)

Common Sanctions Policy

The EU and the U.S. have many coordinated economic sanctions currently and in the past
against countries like Russia, Syria, North Korea and partly Iran. These sanctions can
target individuals, organisations, entities and even governments. The key objectives
behind the sanctions can be the safeguarding of the common values, preventing conflicts or
strengthening international security, preserving peace, consolidating democracy, the rule
of law or acting against violation of human rights and principles of international law. As
the world’s two major economic and political powers, the EU and the U.S. can significantly
influence the ability of the targeted entities to interact with others in the international
system. Along with the United Nations’ sanctions they are capable of efficiently block
international trade with the sanctioned states. As the U.S. and the EU control the majority
of the global financial infrastructure and resources, the effects of their cooperation could
not easily be circumvented. Sanctions usually target the trade, the financial sector of a given
country restricting the investment to and from the sanctioned actor.

Iran: Although the first U.S. sanctions were implemented against Iran in 1979 because
of the hostage crisis in the U.S. embassy in Tehran, the EU joined the sanctions system
only after 2006 because of Iran’s nuclear program which many observed as a front for
the development of a nuclear weapon. The U.N. Security Council adopted resolutions
requiring Iran to stop the uranium enrichment procedure and it introduced restrictive
measures to persuade the country to comply with the resolution. Diplomatic discussions
started between Iran and the E3/EU + 3 (France, Germany, U.K. + the U.S., Russia and
China). The EU and the U.S. implemented the U.N. sanctions with the prohibition of
investments by Iran in any commercial activity involving nuclear materials and technology,
with introducing financial and travel restrictions on individuals, and with the freezing of
funds and economic resources to individuals and entities. Iran and the EU + 3 finally agreed
on the Joint Comprehensive Plan of Action (JCPOA) on 14 July 2015. In the JCPOA Iran
agreed to stop some of its enrichment capacities, modified the Arak heavy water reactor
and exported its enriched uranium. In exchange for that the EU and the U.S. progressively
lifted the economic and nuclear-related sanctions. During 2017 President Trump indicated
many times that he would not renew sanctions relief for Iran because the agreement did not
cover Iran’s missile program. As the EU is backing the execution of the JCPOA, a potential
divergence can occur between the U.S. and the EU primarily because of the U.S. ability to
threaten European firms with Iranian business through secondary sanctions.

Russia: During the Ukrainian crisis which involved the annexation of Crimea and
Russian military intervention in Eastern Ukraine, the U.S. and the EU imposed common
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sanctions on Russia. The first, second and third round of sanctions from 2014 targeted
individuals, companies and the Russian Government. The primary areas of sanctions were
Russian energy, financial and arms entities. Along with diplomatic measures, restrictive
measures including asset freezes and visa bans, the non-recognition policy of the illegal
annexation of the Crimea Peninsula lead to a substantial restriction on economic exchanges
with the Crimea (ban of imports, prohibition of investment, goods and technology for
transport, telecommunications and energy sector, technical assistance). Both the EU and
the U.S. restricted Russia’s financial, energy and defence companies’ ability to reach fi-
nancial resources at the international level with cutting the access to primary and secondary
capital markets. In September 2014 and later in February 2015 leaders of France, Germany,
Ukraine and Russia signed the Minsk I and the Minsk II Protocols to halt the war in
the Donbass region of Ukraine and eventually end the hybrid war at the territory of Ukraine.
The EU decided to align the existing sanctions regime to the complete implementations of
the Minsk Protocols and it prolonged them for 6 months successively.

Syria: The Syrian civil war started in 2011 but U.S. sanctions have been in place
since 2004. The U.S. accused the Syrian Government of supporting terrorism, pursuing
weapons of mass destruction and missile program and destabilising the region. After 2011
both the EU and the U.S. responded with massive sanctions policy prohibiting any sale or
services to Syria. The EU introduced restrictive measures against the Syrian regime with
export and import bans, oil embargo, restrictions on investments and financial activity.
(Council 2012) The sanction system was strengthened after the use of chemical weapons
by the Syrian regime in 2013, 2014 and 2016 and after the bombing of Aleppo. Russia’s
involvement in the conflict further escalated the situation and the U.S. imposed sanctions
on Russia related to its involvement in the use of chemical weapons by the Syrian regime.

North Korea: Although U.S. sanctions were in place since 1950 the EU and the U.S.
have worked together to deter North Korea to pursue a secret nuclear program after the Cold
War. The extensive sanctions aimed to weaken North Korea’s ability to extend its plutonium
based nuclear weapons program and persuade North Korea to engage itself towards
the global non-proliferation and disarmament regime.? The EU first introduced sanctions
against North Korea in December 2006 by implementing the UN sanctions on the one hand,
on the other hand by adopting autonomous measures among them arms embargo, freezing
of assets, travel ban on individuals, ban on imports and exports that could contribute to
the nuclear-related or ballistic missile-related programmes. As North Korea extended its
nuclear weapons programme and conducted several nuclear bomb tests in 2006, 2009, 2013,
2016 and 2017, the EU and the U.S. imposed further sanctions on the regime with export ban
on dual-use goods and technologies, ban on delivery of banknotes and coins, prohibition on
issuing or purchasing public or public-guaranteed bonds, prohibition on the opening of new
branches, subsidiaries or representative offices of North Korean banks and the prohibition on
the establishment of new joint ventures. The measures targeted the North Korean economy
with the export and import prohibitions to any item which could help the development
of the country’s armed forces, and both the EU and the U.S. helped the international
community to carry on with the inspection of all cargoes to and from the country.

2 In 1993 North Korea announced a notice of withdrawal from the Nuclear Nonproliferation Treaty and in
January 2003 North Korea announced its immediate withdrawal.
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The Transatlantic Trade and Investment Partnership and
the Transatlantic Free Trade Area

The United Stated slowly shifted the focus from multilateral agreements to bilateral free
trade agreement in the 1990s. Nowadays the U.S. has free trade agreements with 20
countries, which are the following: Australia, Bahrain, Canada, Chile, Colombia, Costa
Rica, Dominican Republic, El Salvador, Guatemala, Honduras, Israel, Jordan, Korea,
Mexico, Morocco, Nicaragua, Oman, Panama, Peru, and Singapore.

On the other hand, the European Union also began to work on free trade agreements
at the same time frame with the highly industrialised countries like Japan, South Korea,
Australia and Canada.

In 2013 the European Union and the U.S. opened negotiations to establish
the Transatlantic Trade and Investment Partnership (TTIP). The agreement would create
the world’s largest free trade of 850 million consumers. The TTIP is a comprehensive trade
and investment agreement between the European Union and the United States. Through
this agreement, they try to create one of the biggest free trade areas. This agreement means
a significant step in the history of the European Union. It can make the EU economically
much more open towards the United States. The main goals were the following:

* to make the European markets much more open

* to strengthen the investment relationship between the United States and the Euro-

pean Union

* to remove all tariffs on trade

* to reduce non-tariff barriers, which impede the flow of goods, including agricultural

goods

* to decrease the differences in regulations and standards between the United States

and the European Union, without lowering consumer, health and environmental
standards

* to make the small- and medium-sized enterprises more competitive

The U.S. sends 17% of their goods exports to the EU, which totalled $495 billion while
imports totalled $587 billion in 2014. The EU is the largest trade partner of the U.S. in goods.
The U.S. ranks first as for the EU exports with 20.8% from the total and ranks second on
import with 14.6%. (EUTRADE 2016) The U.S. sends a smaller portion of its goods than
services to the EU but the volume of trade is still significant.

The agreement is focusing mainly on three important areas: market access, cooperation
between EU and U.S. regulators and trade rules. As for the first, the most important aim
is to remove all customs on manufactured goods and agricultural products, and to make
it easier for companies to provide services both in the U.S. and in the EU. In the second
field U.S. and EU regulators have to learn how to work together effectively during setting
new regulations and they have to harmonise the regulatory framework. And finally trade
rules include non-discriminatory access to natural resources, infrastructure, and renewable
energy. The most complex issues are related to cross-border capital flow, energy industry,
intellectual property rights, sustainable development and environmental protection, small
and medium sized companies.
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Figure 1.
Imports, exports and trade balance between the EU and the United States, 2007-2017

Source: EUROSTAT 2017

The agreement would help both parties to cut the red tape that firms face when exporting
and it can make foreign trade and investments easier. The EU will have the possibility to
have higher impact on world trade rules and to spread European values globally. TTIP can
boost employment and generate jobs and growth across the EU and the U.S.

On the other hand, experts are divided on the advantages and disadvantages of
the agreement, its impact on growth, social conditions and labour market. (BATSAIKHAN—
HUTTL 2016) In some cases common regulatory standards could probably be lower than
previously existing stricter European ones, many jobs may be lost in some regions, where
industry is less competitive. Since companies may sue governments the latter may be more
bureaucratic to avoid unwanted legal consequences.

The U.S. states would definitely benefit from the TTIP, particularly those with
advanced manufacturing products like motor vehicles, chemicals exports and that are well
integrated into the supply chains of the EU-U.S. automobile market.’

The EU estimates that the TTIP deal would increase the size of its economy with
approximately 0.5% of its total GDP per year (about EUR 119 billion). According to a CEPR
study (CEPR 2013) the most important sectors would be motor vehicles (40%), metal
products (12%), processed foods (9%), chemicals (9%) other manufactured goods (6%),
other transport equipment (6%).

The possible outcomes of the TTIP could range from the complete removal of tariffs
but non-tariffs measures (NTMs) would remain intact to a complete removal of tariffs and
NTMs. The NTMs could be reduced by 25% as well, and they can or cannot exclude beef
and dairy products.

3 Particularly Tennessee, Kentucky, Georgia, Florida, South Carolina, Alabama, Wisconsin, Minnesota, lowa,
Nebraska, South Dakota, Ohio, Michigan, Illinois would make clear trade benefits (see Fifty States 2013).
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Source: CEPR 2013, 9.

Both the EU and the U.S. have developed an open-up climate for foreign direct investment
during the recent decades, although significant non-tariff barriers (NTB) constitute
important limits to trade and investments. The NTBs are often in the form of domestic
regulations, standards or quotas. The elimination of NTBs would have positive results in
terms of avoiding redundancy and unnecessary costs as well as opening up potential new
markets for small and medium sized enterprises.

Although the investment protection system would have clear advantages for the big
multinational companies, it would also risk undercutting the European countries’ ability
to regulate markets for certain areas like social, environmental or consumer protection.

Since the Lisbon Treaty entered into the competence to negotiate investment agree-
ments, it was transferred from the member states to the EU. Although Investor State Dispute
Settlement Systems (ISDS) have been used in the member states’ bilateral treaties, the issue
became highly controversial in the TTIP negotiations. In 2015 the European Parliament
prepared its recommendations regarding the ISDS.

“The European Parliament stressed, [...] the need to:

 ensure that foreign investors are treated in a non-discriminatory fashion, including

in cases of grievances, while benefiting from no greater rights than domestic in-
vestors;

 replace the ISDS system with a new system for resolving disputes between investors

and states which is subject to democratic principles and scrutiny, where potential
cases are treated in a transparent manner by publicly appointed, independent pro-
fessional judges in public hearings;
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* include an appellate mechanism, where consistency of judicial decisions is ensured,
the jurisdiction of courts of the EU and of the Member States is respected, and where
private interests cannot undermine public policy objectives.” (EIP 2015)

Several other concerns arise in the field of standards on health, consumer rights and
the environment, food safety and financial system regulations.

The governments of the EU member states gave the EU Commission a mandate to
negotiate on TTIP in 2013. Between 2013 and 2016, 15 negotiating rounds were held, the last
one in October 2016. Since than no new round of talks has been planned. The Trump
Administration cancelled the Trans—Pacific Partnership in 2017 and the President showed
scepticism about the TTIP, as well. The talks are likely to be frozen for years.

Trade Disputes

The EU and the U.S. intensively used the WTO Dispute Settlement System (Understanding
on Rules and Procedures Governing the Settlement of Disputes, DSU) to solve the crisis
situations between themselves. The Dispute Settlement Body established the panel and
it appoints the arbitrators. After the consultation phase a neutral panel issues the report
which can be appealed to the Appellate Body, oversees the implementation and the possible
compensation.

Although the trade disputes got a very noisy acceptance in the media, only 2% of
the total EU-U.S. trade was affected by the serious debates.

Major trade disputes between the EU and the U.S.

* Hormone-treated beef (1989-2009)

* Poultry (1997)

* Genetically modified organism (2004—2006)
* Banana trade war (1999-2009)

» Steel products (2002—-2003, 2018)

* Aviation (2004)

Throughout the EU-U.S. trade disputes we can clearly see the complexity of trade nego-
tiations between the two economic giants. In the following chapters we look at the case of
the hormone-treated beef, the genetically modified products and banana trade war.
Hormone-treated beef: In 1996 the EU banned the use of synthetic hormones and
at the same time limited the use of natural hormones in meat products. Since the 1950s
the U.S. has allowed hormones in these products because their usage made meat products
more in line with consumer preferences. The ban restricted the export of the U.S. to the EU,
and the case landed at the World Trade Organisation’s international dispute settlement
panel. The judgement of the panel and later the Appellate Body found the EU in violation
of international standards and criticised the EU for the lack of a proper risk assessment
procedure, but it also stated that the EU could adopt stricter standards in these areas. The EU
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did not accept the decision and maintained the ban. The U.S. introduced trade sanctions
against some European agricultural product. Finally, in 2009 the U.S. and the EU agreed on
a provisional solution (Memorandum on Beef Hormones), providing a reduction of sanctions
imposed by the U.S. on EU products and improving the market access for high quality beef
exported by the U.S.

Poultry: The U.S. is the second largest exporter of poultry meat in the world. In 1997
the EU banned the imports of U.S. poultry treated with antimicrobial rinses,* substances
the poultry processors use there in their export products. Consequently, the export to Europe
collapsed. The EU insisted that its much stricter food safety rules do not allow the lifting
of the ban although several scientific opinions indicated no risk to human health in regard
to the so called pathogen reduction treatments.

The EU assumption was that the use of these procedures is necessary because of
poorer sanitary standards earlier in the production process. The dispute was escalated in
2009 when the Bush Administration requested WTO consultations with the EU. The U.S.
argument was that although the GATT’s Agreement on the Application of Sanitary and
Phytosanitary (SPS) Measures allow member states to regulate their markets and protect
their consumers and the environment but all these measures should be based on scientific
principles. The case is not yet closed; both parties maintain divergent views primarily on
their food safety regulation regime.

Genetically modified organism: European and American consumer preferences
are significantly different in case of genetically modified organism. Consumer concern
is historically lower in the U.S. and the Europeans are more suspicious on this area. In
1998 the EU and later some member states (France, Germany, Italy, Greece, Austria) also
introduced a moratorium on GMO products which angered the U.S., Argentina and Canada.
The biggest trade collapse occurred in the corn market where the import volume shrank by
about 90%, but the dairy industry was touched, as well. As in case of the hormone-treated
beef, the EU was not able to provide any serious scientific based argument supporting
the ban, and according to the U.S. the EU violated the WTO’s Agreement on the Application
of Sanitary and Phytosanitary (SPS) measures, which was later echoed by the WTO’s
dispute resolution panel. In 2006 the EU accepted the decision and it provided a time-table
to terminate the prohibition on the already approved GMO products. During the last
decade the EU was slowly moving into GMOs and it has built the legal framework for them
(Directive 2001/18/EC, Regulation [EC] 1829/2003, Directive [EU] 2015/412, Regulation
[EC] 1830/2003, Directive 2009/41/EC).

Banana trade war: Banana trade is a multi-billion-dollar business a year. Both the U.S.
and the EU made significant efforts in the past to provide their allies (in case of some EU
member states for former colonies) market opportunities via a trade preference system.
These opportunities limited the market access of other countries. Before the establishment
of the Single Market, member states followed their own trade policies in this area, but
after 1993 the Internal Market of bananas was set up granting duty-free import and quotas
for the Lomé Convention countries. The system was not open for the Latin American
countries and caused significant barriers to the global banana trading companies, like
Chiquita which faced tariff quotas in the EU market. On the other hand, primarily French

4 Chlorine dioxide, acidified sodium chlorate, trisodium phosphate, and peroxyacids.
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and German companies enjoyed special rights and slowly took over the business from
traditional distributors.

The case which was supported by the U.S. was referred to the WTO in 1996. The ruling
in 1996 and the ruling of the Appellate Body in 1997 found the regime discriminatory
and in violation of the WTO trade rules and gave the EU 15 month to change the system.
Although the EU made some concessions, the U.S. was not satisfied with the modifications
and with the backing of the WTO imposed retaliatory 100% tariffs on approximately
520 million USD worth of EU exports roughly equal to the lost banana trade. The dispute
was not settled until 2009 when the Geneva Banana Agreement was agreed by the U.S.,
the EU and the Latin American countries.’ The EU changed the tariff-rate quota system to
a tariff-only system which required the renegotiation of all the non-preferential agreements.
According to the 2012 EU commitments, the tariff rates were decreased from EUR
148/tonne in 2009 to EUR 114/tonne in 2017.

Steel products: The U.S. imports about 35 million tonnes of steel a year and the EU is
the biggest exporter accounting for approximately 5 million tonnes. The EU and the U.S.
already fought a trade war between 20022003 and the Trump Administration also imposed
25% and 10% tariffs on European steel and aluminium products in 2018.

In 2002 President George W. Bush announced temporary 8-30% tariffs on imported
steel targeting mainly European and Japanese companies. The primary reason behind
these measures was to protect the domestic steel producers which struggled to survive and
to restructure in the 1990s. The system helped in some way the domestic steel producers
but at the same time they were counterproductive since they penalised the U.S. consumers
of foreign steel. The WTO found the U.S. tariffs illegal and it allowed the EU to retaliate
with imposing sanctions worth USD 2.2 billion. The EU measures usually target textiles,
orange juice, steel and automotive products. In December 2003 the Bush Administration
finally stepped back from the trade war with the EU and Japan and the punitive tariffs were
lifted on steel import.

On the one hand, the short term positive impacts of the protective measures would be
insufficient in the long run. U.S. manufactures are often relying on cheaper foreign products
mainly from the EU, China, Canada and higher import prices would lead to higher consumer
prices at the domestic market. On the other hand, the revitalising of the steel sector is highly
questionable. In addition to the large integrated steel companies, the so called mini mills®
are more and more responsible for steel production in the U.S. Productivity has increased
significantly during the last decades. According to the statistics in the U.S. the 10.1 man-
hours to produce a ton of steel in the 1980s was decreased to 1.5 hours, in some cases just to
30 minutes. The work force employed by the steel industry in the U.S. shrunk significantly.
More than 650 thousand people were employed in the 1950s but nowadays the industry
employs only 140 thousand workers.

The impact of the U.S. tariffs could be immediately felt in the European steel industry.
After significant mergers and acquisitions European steel companies are much bigger than
their U.S. rivals. The world’s largest steel company, ArcelorMittal, was created in 2006

> Brazil, Colombia, Costa Rica, Ecuador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Venezuela and
Peru were involved in the dispute.
¢ Mini mill is a facility which produces steel products from recycled scrap metal.
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when Spanish—French—Luxembourger Arcelor was taken over by the Indian owned Mittal
Steel. The German steel industry with the dominant player, Thyssenkrupp, supplies about
half a million tonnes of steel a year to the U.S.

Aviation: The American Boeing and the European Airbus companies dominate
the global market for jet airliners. In defence of the two arch-rivals, the U.S. and the EU
often accuse each other of receiving unfair state aid. In 1992 the EU and the U.S. signed
the U.S.—EU Large Civil Aircraft Agreement which limited the launch aid subsidies
to 33% of the development cost of the aircrafts, eventually agreeing on a progressive
reduction of state aid. In addition to the direct impacts, the U.S. regularly accuses the EU
with the funding of large scale R&D projects from the civil aviation to satellite navigation
systems. At the same time the EU targets the U.S. Government with aerospace industry
support.

The EU and the U.S. have been accusing each other with illegal state founding at
the WTO since 2004. The U.S. unilaterally withdrew from the 1992 Agreement that year.
The WTO case lasted until 2012 and the organisation confirmed that the U.S. Government
helped to found the aviation industry with USD 5-6 billion in WTO-inconsistent subsidies
between 1989 and 2006. One the other hand, it cleared the EU on the main charge: the EU
support for the launch of the Airbus 380 aircraft was not a prohibited export subsidy, and
the EU’s R&D programmes are fully compatible with WTO rules. (EC 2012)

Technological cooperation

Beyond the comprehensive trade negotiations, the EU also opened discussion with the U.S.
on many technology-related areas. The open aviation area negotiations were launched in
2003, with the aim of creating a legal and economic basis for transatlantic air services.
The European Common Aviation Area (ECAA), is the world’s most liberalised aviation
market since 2006. The cooperation with the U.S. would lift the restrictions on investment
by foreign entities, would provide transparent conditions, regulatory convergence and
harmonisation of air transport standards in safety, security and the environment. (OPENAVI
2007)

Another important area is military and civilian marketplace for global navigation
systems. In the 1970s the U.S. developed the Global Positioning System (GPS) which
provides high accuracy geo positioning for the aviation industry and for mobile phones.
The EU challenges the GPS with its home-grown Global Satellite Navigation System
(GNSS) Galileo system. The GNSS provides positioning and timing information with
higher accuracy than the GPS. Fortunately, the EU and the U.S. have begun to make the two
systems interoperable. The cooperation agreement of 2004 provides the opportunity for
the two systems to interoperate via a common signal for the services.

The EU and the U.S. are also cooperating on a broad range of scientific programs:
under the EU’s Horizon 2020 framework American research programs were also featured.
The U.S.—EU Science and Technology Agreement and the Implementing Arrangement
facilitate the cooperation. Potential future strategic areas of cooperation could be on
the Atlantic Ocean Research Alliance, advanced energy research cooperation and health
initiatives.
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Working Together at the Global Level

The EU and the U.S. work together at the global level on many different areas. According to
the Atlantic Council the main issues are the strengthening of the global financial regulation,
coordinate approaches to global economic governance, consider a more focused and
effective G20, establish task forces to lead reform of the World Bank and the IMF, work
for fundamental governance changes in multilateral institutions, consolidate European
representation at the IMF, end the U.S.—European leadership duopoly of the World Bank
and IMF. (AC 2009) The efforts also demonstrate a strong commitment towards G20 partner
countries to develop a “Green Code” of multilateral trade disciplines. The EU and the U.S.
also aim for coordinated approaches to the major emerging economies, like India and China.
Since neither the EU nor the U.S. has a free trade agreement with India, they try to reach
a joint trade agreement, rather than negotiate rival accords.

In addition to these issues, the EU and the U.S. try to improve the effectiveness of
development policies and humanitarian assistance with stronger policy dialogue and
coordination, promote partnerships with key private and public-private institutions, and
targeting primarily low income countries.

Impact of the BREXIT

The decision of the United Kingdom to leave the European Union could have a profound
impact on the EU-U.S. relations. The U.K. hopes that exit from the EU would create
new trade opportunities for the country especially with the creation of new free trade
agreements with the U.S., Australia and New Zealand. The U.S.—U.K. would focus primarily
on the (financial) services sector. Although for the U.S. Ireland remains the gate towards
the European Single Market, the U.S. will lose a key ally and a great influence making
capacity from Europe.

Britain’s decision significantly shifted the EU’s political centre of gravity. The EU
has seen a shift back to the “Caroling” model of a core EU where the Franco—German
axis has a major effect on the EU’s strategic decisions and day-to-day decision making.
As we noted in the introductory section, the U.S. intentions with the support of a British
EEC membership had exactly the adverse effect. Although the leaders of the U.K. want to
have a “deep and special” relationship, rushing into a trade agreement could easily harm
the U.K.’s interest. The U.S. — as the other countries all over the world — are first interested
in the kind of relationship the U.K. will have with the EU.

A comprehensive free trade deal would allow the U.S. to reach the Single Market
with fewer limitations. Currently 15% of all U.K. goods exports already go to the U.S.
and trade can significantly be boosted in the future. A free trade deal could be a long term
project and negotiations could take years to complete; they need to cover a broad range
of issues to be compliant with WTO rules. Mutual recognition of product standards and
regulatory equivalence, questions regarding mergers and acquisitions can extend the talks
for long years. The question of U.K. membership of NAFTA is also making rounds.
As with the EU-U.S. TTIP, the main benefit would be the elimination of on-tariff and
technical barriers via regulatory convergence for services and goods. This could not be
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easily harmonised with UK-EU regulatory convergence. On the other hand, a NAFTA
membership would expose the U.K. economy to highly competitive U.S. export which
would cause damage for the country. The EU-U.K. supply and distribution chains could
also be hurt if the regulatory alignment would make different standards for the two markets.
The U.S. would support a Norway-style agreement with the EU through the European
Economic Area Membership.

Conclusion

Although the EU and the U.S. already share the largest trade and investment relationship in
the world, they have begun to intensify their cooperation recently on a comprehensive free
trade and investment partnership. The process is overseen by the Transatlantic Economic
Council. The two economic giants are promoters of free trade in the world; they are
cooperating both at the bilateral and at the multilateral level. As the European Union has
started the “strategic partnership” framework, the once primarily preferential agreement
oriented foreign policy is now more and more focused on advanced relations with highly
developed economies. With this strategy the EU can maintain the role of a global actor at
the world stage both politically and economically.
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The EU and the Mediterranean Region

Anna Molnar

Introduction

In 2017, more than twenty years after the launch of the Barcelona Process, it is obvious
that European stability cannot be separated from regional security, political stability, and
sustainable economic development of the Mediterranean area. Europe is under the pressure
due to migration crises in the Mediterranean area, and fragile and quasi-failing states
(Syria, Libya) and even religious extremism (SISIS) have posed serious challenges for
the EU foreign policy. It is not surprising, therefore, that after the review of the European
Neighbourhood Policy (ENP) in 2015, there has been a greater emphasis on stability in
the relations between the EU and its neighbours.

The Mediterranean region (cradle of modern civilization) is composed of 22 coun-
tries around the coastal areas of the Mediterranean Sea, and covers portions of three
continents: Africa, Asia and Europe. The aim of the Euro—Mediterranean cooperation
was to connect the Northern and Southern shores on the Mediterranean Sea. In our days
the costal part of West Balkans also belongs to the Mediterranean. It is the consequence of
specific historical events that the countries located on the Adriatic shores and belonging
to the Mediterranean, originally were not part of the cooperation. Due to the fact that at
the time of the establishment of the Euro—Mediterranean Partnership these countries were
part of the still existing Yugoslavia, where one war followed the other and the state was
literally disintegrating, joining the process was not a realistic option.

The European Mediterranean Partnership (EMP) started in 1995 with the launch of
the Barcelona Process “to create an area of peace, stability, security and shared economic
prosperity, with full respect of democratic principles, human rights and fundamental
freedoms, while promoting mutual understanding between cultures and civilisations in
the Euro-Mediterranean region.” (Barcelona Declaration 1995) Despite its success in several
cases, the EU and the Partner Countries now face a worsening situation in the Middle East
and North Africa (MENA) region, and the Eurocentric approach of this partnership is
debated by external and internal actors. (HUBER—PACIELLO 2016)

Following the end of the bipolar world, the EU developed the ambitious goal of
becoming a real “player” in the MENA region. Although the United States dominated the so-
called “Enlarged Mediterranean” or the “Greater Middle East”, new threats and challenges
to international security and stability (e.g. international terrorism and radicalisation) made it
clear that the Mediterranean policy of the EU needed rethinking. After the end of the bipolar
international system, firstly in a unipolar, and then, since the end of the millennium, in an
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even more complicated and constantly changing multi-polar international system, the role
of the Mediterranean has been increasing again and again. (EHTESHAM—MOHAMMADI 2017)

In my paper firstly I describe the historical background of the relations between
the Mediterranean region and the EU. Secondly in order to carry out my analysis I give
a brief introduction to the development of the Euro—Med relations. After describing
the contemporary institutional relations and the budget and financial tools, finally I analyse
the results and challenges of the cooperation.

Historical Background

The EU member states have been linked to the countries of the Southern Mediterranean
for centuries. Although this region has similar characteristics and common historical back-
ground, the Northern and Southern shores of the Mediterranean Region are characterized
by contradictions: secular versus religious, democracy versus authoritarian regime, rich
versus poor, high level of industrialisation versus low level of industrialization, integrated
versus disintegrated region, eldering population versus young population. On the other
hand, there are strong interdependencies on several issues (energy, migration, economy)
between the two parts.

The relationship between the EC-EU and the Mediterranean region goes back to
the period of the bipolar system. Until the 1990s the EC created four types of relations
with the Mediterranean states: firstly, preferential trade agreements (1969 with Morocco,
Algeria, and Tunisia; 1975 with Israel); secondly, association agreements; thirdly,
cooperation agreements; and fourthly, accession agreements. The association agreements,
for European countries, meant preparation for accession (e.g. Greece in 1962, Turkey
1963), while the cooperation agreements for non-European countries provided trade
preferences (e.g. Morocco in 1976). Within the framework of the Global Mediterranean
Policy (PMG) launched in 1972, the European Community (EC) negotiated bilateral trade
and co-operation agreements with Southern Mediterranean countries (with the exception
of Libya) to strengthen commercial, economic, financial and social cooperation.! During
the process of the Southern enlargement in the 1980s, accession agreements came into force
with the European Mediterranean countries (Greece in 1981, Spain in 1986).

In June 1990, the European Commission proposed a new Mediterranean policy for
the Period 1992—1996. This new strategy, known as the Renovated Mediterranean Policy
(RMP), increased the budget for financial co-operation with the Mediterranean region
on the initiative of the Southern European countries. (MOLNAR—SIPOss 2011) In Rome in
December 1990 a sub-regional cooperation was decided on, following the French recom-
mendation. The planned cooperation was to connect the Northern and Southern shores of
the Mediterranean Sea. The “4 + 5” Group was created by four countries of the European
Community (France, Italy, Portugal, Spain) and the five countries of the Arab Maghreb
Union (UMA); subsequently the group developed into “5 + 5” with the accession of Malta.?

! Euro—Mediterranean cooperation (historical). Source: http://www.medea.be/en/themes/euro-mediterrane-
an-cooperation/euro-mediterranean-cooperation-historical (Accessed: 30.01.2018)

Created in 1989 by Algeria, Libya, Mauritania, Morocco and Tunisia with the aim of promoting the process
of integration among the countries of the Great Maghreb.
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The initial success of this cooperation was limited due to its mainly economic objectives.
Following the Gulf War, the Algerian crisis and the “Lockerbie” case of Libya the initiative
lost its buoyancy. (MOLNAR 2011, 70.)

In 1990, during the Italian Presidency of the Council, the Italian Foreign Minister,
Gianni De Michelis, supported by Spain, unsuccessfully proposed the creation of
a Conference on Security and Cooperation in the Mediterranean region (CSCM), following
the example of the Conference on Security and Cooperation in Europe (CSCE). (CARNOVALE
1995, 226.) The idea was to create a structured cooperation on the basis of comprehensive se-
curity approach of the three-pillar system of the CSCE. (DE PErINI 2018) Despite the failure
of the CSCM proposal, the RMP eventually led to the creation of the Euro—Mediterranean
Partnership (EMP). In 1995, during the Barcelona Euro—Mediterranean ministerial meeting,
representatives of fifteen EU member states and eleven Mediterranean countries, together
with Palestine authorities, signed the so-called Barcelona Declaration. This document is
divided into chapters on the political and security, economic, and socio-cultural “baskets”
of the partnership. These three key areas, following the successful model of the OSCE,
the Barcelona Declaration thus intended to create a zone of peace, stability, security, shared
prosperity and deepen the dialogue between the cultures of the Mediterranean area. (BIN
1997, 3; MoOLNAR 2011, 70.)

The Barcelona Declaration renewed relations in several ways. It was, for example,
the first time that cultural dialogue received an important role. Thus, the EU recognized as
its equal partners the countries situated on the Southern shore of the Mediterranean, treating
them not merely as a market for European products, energy providing centres, or migration
resources. It also played an important role in strengthening civil society and facilitating
dialogue and partnership, and deepening cooperation. In launching the Barcelona process,
the EU chose to apply soft power in hopes that the fundamental values of the European
Union would take root in the partner states with the consideration of the local characteristics.

The importance of the Southern region declined during the Eastern enlargement that
took place in the 2000s, as the EU rethought its financial and institutional framework.
Among the twelve new member states there were only three Mediterranean countries
(Cyprus, Malta, and Slovenia), and having new borders to the East the Southern region pro-
visionally lost its strategic importance. After publishing the Strategy Paper on the European
Neighbourhood Policy in 2004, the conception of a Wider Europe gave a new definition to
the EU’s outlook; European neighbourhood relations: as relations with the Mediterranean
countries were placed on a political level similar to the relationship between the EU and
its Eastern neighbours. (European Commission 2004) Following the so called “big bang”
enlargement in 2004, the ENP hoped to create a “Ring of Friends” around the EU by
strengthening bilateral relations with the partner countries.

In 2005, the “Year of the Mediterranean”, the Barcelona Summit reinforced the EMP,
adding migration as a fourth key areca. The EMP continued as the multilateral forum for
dialogue and cooperation, while the ENP guaranteed bilateral relations through association
agreements and actions plans with the partner countries. Since the 1990s the EU has
signed new types of association agreement with the Southern Mediterranean countries
(with the exception of Syria and Libya) after 1999. Today one of the main goals of these
agreements has been to create a deep Euro—Mediterranean free trade area. The bilateral
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relations reinforced by the Action Plans® were complemented by the multilateral partnership
of the Barcelona Process. (The Euro—Mediterranean Free Trade 2010)

In February 2007, Nicolas Sarkozy, then French Minister of Internal Affairs, proposed
the establishment of a Mediterranean Union connecting the seven Mediterranean EU
countries and the non-EU member states on the shores with a kind of reinforced integration
and cooperation. In December 2007, German Chancellor Angela Merkel criticized the idea,
claiming it risked splitting the EU. Merkel argued that “cooperation between some member
states has to be also open to the rest and it has to be approved by all member states. [...] It
cannot be that some countries establish a Mediterranean Union and fund this with money
from EU coffers”. (MaHONY 2007) Merkel highlighted the importance of the equilibrium
between the Southern and Eastern dimensions of the European neighbourhood policy.
(HOrVATH 2008)

As a compromise, the Union for the Mediterranean (UfM) was established without
a separate budget in 2008, when France held the presidency of the EU. The union was
significantly weaker than the French proposal and, the six main areas of the UfM (the
environment and water, transport and urban development, business development, energy,
higher education and research, and civil protection) emphasized the economic aspects of
relations. (MOLNAR 2011; Euro—Mediterranean Partnership) Thanks to these compromises,
the EMP was re-launched by the partner states with the aim of giving new vitality to
the partnership. At the Paris Summit for the Mediterranean in 2008, EU member states
and their Mediterranean partners (representatives of 43 countries) decided to construct
The Barcelona Process: Union for the Mediterranean on the basis of the Barcelona
Declaration. (Joint Declaration 2008) The Barcelona Process remained the predecessor of
the Union for the Mediterranean. In November 2008, the Marseille meeting of the Euro—
Mediterranean Ministers of Foreign Affairs introduced a new institutional structure
including the co-presidency representing the EU and the Mediterranean Partner Countries.

Although the failure of the EMP has never been declared officially, its relaunch in 2005
and the creation of the UfM in 2008 implied it. The success of the EMP, and of moderni-
sation and democratisation, depends not only on the EU, but also on the political will and
capacity of the neighbouring countries taking part in the process. National ownership has
an unquestionable role.

Development of the Euro—Med Relations

Today the EMP, in the framework of the UfM, comprises all twenty-eight member states
of the European Union and fifteen partner states across the Southern Mediterranean
and the Middle East.* Members face common problems, such as maritime pollution and

The Action Plans are political documents on the agenda, objectives and priorities for future relations, contains
the following key areas: 1. political dialogue and reform; 2. economic and social cooperation and development;
3. trade related issues, market and regulatory reform; 4. cooperation on justice, liberty and security; 5. sectoral
issues including transport, energy, information society, environment, research and development; 6. the human
dimension covering people-to-people contacts, civil society, education and public health.

Albania, Algeria, Bosnia and Herzegovina, Egypt, Israel, Jordan, Lebanon, Mauritania, Monaco, Montenegro,
Morocco, the Palestinian territories, Syria, Tunisia and Turkey.
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maritime safety, energy or higher education issues and business development. (Union for
the Mediterranean 2017a)

Since the late 1990s, the Euromed Association Agreements between the EU
and the Mediterranean partner states (MPS) provide the basis for bilateral relations, while
on the institutional level the former three pillars of the Barcelona Process have been filled
up by the multi-lateral forums of the Euro—Med dialogue.

The European Union concluded seven Euro—Med association agreements between 1998
and 2011. These agreements set out a framework for North-South political dialogue. They
also promoted the gradual liberalisation of trade in the Mediterranean area. Negotiations to
deepen these association agreements through the establishment of deep and comprehensive
free trade areas and further liberalisation of trade continue today. (Euro—Mediterranean
Partnership s. a.a)

In December 2008, Syria and the EU started negotiations on an association agreement.
In May 2011, following the events of the Arab Spring, the EU decided it would not “take
further steps with regard to the association agreement with Syria and, therefore, the signing
of the agreement is not on the agenda.” (European Council 2011) Following the deterioration
of the security environment, negotiations for a framework agreement between the European
Union and Libya halted as well. Libya remains outside the ENP, but could join financial
support programs, like the European Neighbourhood Partnership Instrument ENPI. Libya
enjoys observer status in the UfM. (Euro—Mediterranean Partnership s. a.a)

Table 1.
Euro—Mediterranean Association Agreements

Partner End of negotiations Date of signature Entry into force
Tunisia June 1995 June 1995 March 1998
Israel September 1995 November 1995 June 2000
Morocco November 1995 February 1996 March 2000
Palestine December 1995 February 1997 July 1997
Jordan April 1997 November 1997 May 2002
Egypt June 1999 June 2001 June 2004
Algeria December 2001 April 2002 September 2005
Lebanon January 2002 May 2002 April 2006
Syria currently suspended — —

Libya currently suspended — —
Mauritania — — —

Source: Euro—Mediterranean Partnership s. a.a

The Euro—Mediterranean Partnership (EMP) has developed over the past decades
bringing about a new regional approach that formed the basis of creating the European
Neighbourhood Policy (ENP) and later the Union for the Mediterranean (UfM). Nowadays
the EU’s Mediterranean policy is based on the framework of these two institutionalized
programs which are formally connected. The mainly multilateral framework is supported
by the UfM created in 2008 on the basis of the Euro—Mediterranean Partnership launched
in 1995 by the Barcelona Declaration, while the European Neighbourhood Policy created in
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2004 provides a primarily bilateral form of cooperation based on association agreements and
Action Plans; the UfM complements the ENP. We have to emphasise that ENP, having two
dimensions, was based on two “polices”: the Eastern and the Mediterranean Partnership.

The geographic extent of the UfM is larger than the Southern dimension of the ENP.
The UfM contains not only the member states of the EU and the Southern Mediterranean
partners of the ENP, but also Turkey, Mauritania, and the Balkan countries situated
on the Adriatic Sea. When the EMP was created, Yugoslavia was “disintegrating” and
participation in the Partnership was not an option. The EU later signed stabilization and
association agreements with these Western Balkan countries to prepare them for the EU
accession and to advance regional cooperation. (MOLNAR 2011, 73.)
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Holding out real prospects of EU membership allows the EU to influence its partner coun-
tries. In such cases there are fewer conflicts of interests between the economic or security
interests of the EU and its member states, and its partners appear more determined to launch
reforms and fulfilment of the Copenhagen criteria. In cases of the Northern and Eastern
countries (Greece, Spain, the Western Balkans), the EU played a much more effective role
in the process of reform (effective Europeanisation). (FEATHERSTONE—RADAELLI 2003)
For the countries of the Southern Mediterranean Basin, however, which lacked any real
chance to join, the EU leadership has been less successful, coupled with scarce funding
opportunities; with different socio-economic and political development of these SMP
countries, the EU has not been able to fulfil a major incentive role for the implementation
of real political and economic reforms. The European Union and its member states serve,
in a limited way, as models of modernization for the region, but this is sometimes still
overshadowed by distrust from the colonial past.
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The Mediterranean policy of the EU (and its MSs) can be understood in the framework
of three aspects in which the goals laid down in the Treaties and the practice are oscillating
between several extremes: 1. normative/liberal and realist approaches; 2. political, cultural
or legal values vs. economic and security reasons; and 3. policies supporting bottom-up or
top-down development. The combinations differ depending on the security environment
of the region and the political will of European governments. Regional policies using
multilateral or bilateral frameworks augment EU efforts. (MOLNAR 2016)

One of the novelties of the UfM was the concept of co-ownership. Although the UM
provides a multilateral framework for the Southern dimension of the ENP, it is a separate
international organisation, and it has more members than the ENP. As a direct continuation
of the Barcelona Process (EMP), it is inspired by the goals defined in the Barcelona
Declaration. Until the events of the Arab Spring, however, the EMP and the UfM had
little impact on the economic development and democratisation processes of the Southern
neighbours whose development model differs from the European one. The persistent
Arab-Israeli conflict and the events of the Arab Spring, as well as weak initial economic
results and some bureaucratic arguments about the institutional structure of the UfM
weakened cooperation and inspired scepticism among the Southern Mediterranean partners.

After the events of the Arab Spring it was clear the ENP and the UfM had to be re-
thought and changed fundamentally. The structure and the working method of the UfM were
established subsequently. The EU recognised its limited role in the region, as highlighted
by a report of the European Parliament:

“The Arab Spring has had the effect of a wake-up call for the EU. It illustrated the lim-
itations of the ‘stability versus human rights’ paradigm and prompted a fundamental
rethinking of EU policies. Double standards in the past have undermined the EU’s
credibility in the Arab world and have created a mistrust of its intentions. In response to
the Arab Spring, the EU has promised to shift away from ‘business as usual’ to ensure that
support for human rights and democracy will be central to its cooperation in its Southern
neighbourhood. Enabling civil society to function, to advocate for citizens’ priorities and
rights and to hold governments and donors to account, is an essential part of supporting
reforms that build sustainable democracy. Positive and negative incentives will also have to
be applied as appropriate, and benchmarks developed to assess progress in human rights,
democracy and the rule of law.” (European Parliament 2012, 5.)

The ENP was under review and, in 2011, a consensus emerged that the renewed policy must
concentrate more on issues related to good governance and respect for human rights. A new
incentive approach based on the principles of differentiation was elaborated. The so-called
3M (Money, Markets, and Mobility) of Catherine Ashton, former EEAS HR, was introduced
in the framework of the ENP. (AsHTON 2011) These connected democratic reforms with
financial support: the country that has more results in the democratic reform progress
receives more financial aid, more possible mobility of legal migration, and more access to
the European market.

In 2011, despite the creation of the European External Action Service (EEAS),
the EU was unprepared to face the challenges created by the Arab Spring. The financial
and sovereign debt crisis hit several EU MSs and decreased the effectiveness of EU
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crisis management capacities. The EU MSs responded slowly and in a contradictory
fashion to the 2011 crisis in the MENA region. Opinion held that the then-existing
authoritarian regimes could not guarantee regional stability and security in the long-term,
and democratisation processes were highlighted. The emerging security challenges forced
a rethinking of the conceptual framework of the ENP, as well. The European Commission
(EC) subsequently reshaped the ENP, proposing a different approach for each country,
and the EU decided to offer “more for more”. The new approach emphasised sustainable
democracy through the 3M incentives.

European politicians initially were optimistic about the democratisation processes
in the MENA region, and about the EU’s role as an external promoter of democracy.
The EU institutions firmly stood by the need to support the transition to democracy. This
was manifested in several documents and statements, but the question remained: were
the EU and the MSs really ready and able to support these ambitious objectives? European
politicians sometimes oversimplified these processes, making simplistic analogies between
the 1989 Central and Eastern European changes and the Arab Spring. (RoMmpuy 2012)

Political events in Egypt (2013), along with the migration and refugee crisis caused by
military conflicts and fragile states (e.g. Syria and Libya), highlighted the issue of security
again. In March 2015, the European Commission and the European External Action Service
initiated a public consultation with governments, academia, and civil society organisations,
both within the EU and in the ENP partner countries, to realise the extensive review of
the ENP. Following the consultation period, the revision of the ENP was finalised in
2015. (Joint Communication 2015) EU Commissioner Johannes Hahn stated that: “New
challenges, from violent conflicts in our neighbourhood to uncontrolled migration, from
organized crime and terrorism to energy stoppages, all demand a robust European answer.
We have to become smarter at exporting stability. If not, Europe will keep importing
instability. As one observer has remarked, the “ring of friends” the EU originally aimed
for, has become a “ring of fire”.”” (HAHN 2015)

On 18 November 2015, the High Representative for Foreign Affairs and Security
Policy and the European Commission presented the main lines of the review of the ENP,
which offered “more tailor-made, more differentiated partnerships between the EU and
each of its neighbouring partners to reflect different ambitions, abilities and interests”.
(Joint Communication 2015, 4.) The review emphasised that greater mutual ownership and
joint responsibility of the partners is more successful in supporting reforms than the EU’s
approach based on the “more for more” principle:

“The incentive-based approach (“More for More”) has been successful in supporting
reforms in the fields of good governance, democracy, the rule of law and human rights,
where there is a commitment by partners to such reforms. However, it has not proven
a sufficiently strong incentive to create a commitment to reform, where there is not
the political will.” (Joint Communication 2015, 5.)

Although the ENP has been trying to encourage reforms recognising the specific features
of each country, in general it has not had enough time to show real results in most cases;
Tunisia is an exception.
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In 2015, High Representative for Foreign Affairs and Security Policy Vice-President of
the European Commission (HR/VP) Federica Mogherini, turning away from the Eurocentric
approach of the previous Mediterranean policy, argued that:

“We should switch from the idea that the European Union is at the centre, surrounded
by the neighbouring countries, to the idea of a new partnership based on cooperation.
A stronger partnership with our neighbours is key for the European Union, while we face
many challenges within our borders and beyond. We are confronted with threats that are
global and have to be tackled by the international community in a united way. We have
to build together a safer environment, try to solve the many crises of our common region,
support the development and the growth of the poorest areas, and address the root causes
of migration.” (ENP Review 2015)

Mogherini singled out five pillars of the work: “First, focus on economic development
and job creation; second, cooperation on energy; third, security; fourth, migration; fifth,
neighbours of the neighbours™ to “strengthen together the resilience of our and our partners’
societies, and our ability to effectively work together on our common purposes.” (ENP
Review 2015) This meant, again, an emphasis on the economic and security aspects of
this policy framework that would lead to a “more than partnership, less than membership
relation”, but without a new security strategy the real strategic framework was still unclear.

In preparation for the new security strategy of the EU, and parallel with the review
of the ENP, in December 2013, the European Council gave a mandate to the High
Representative, in close co-operation with the European Commission, to “assess the impact
of changes in the global environment, and to report to the Council in the course of 2015
on the challenges and opportunities arising for the Union, following consultations with
the Member States”. (European Council 2013) The report on the strategic review was
presented to the European Council in June 2015. The European Union in a Changing
Global Environment, A More Connected, Contested and Complex World warns that: “the
EU’s ‘soft power’ is waning as the memory of the ‘big bang’ enlargement recedes and other
actors strive for influence in its neighbourhood. Today’s challenge is to revive the reform
momentum through credible policies of integration and association.” (MissIROLI 2016, 139.)

During this time, the structure of the UfM was also rethought. With the accession
of the Central and East European member states and the creation of the UfM, the EMP
expanded to include twenty-eight EU member states and fifteen Mediterranean countries.
Since the creation of the UfM, cooperation has gone through three phases. Between 2008
and 2011, under the co-presidency of France and Egypt, cooperation in the framework of
the UfM was launched, and the Secretariat of the UfM in Barcelona was set up. Between
2012 and 2015, under the co-presidency of the European Union and Jordan, the capacities of
the Secretariat were reinforced, the working methods of partnerships were elaborated, and
the activities of the UfM were increased, giving new momentum to Euro—Mediterranean
regional cooperation. Following the revision of the European Neighbourhood Policy,
meetings of foreign affairs ministers of the UfM took place in November 2015 and January
2017 in Barcelona to start a new phase of cooperation. Since 2016, considering the serious
challenges in the Mediterranean region and the opportunities there, the UfM’s identity and
added value was highlighted. Further consolidation of this regional cooperation has been
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started to create an “enhanced common regional agenda for the Mediterranean in order to
effectively and collectively address the current challenges.” (Union for the Mediterranean
2017b, 1.) The 2016 annual report of the UfM noted three priorities of regional integration
(regional human development; regional stability; and regional integration) to be addressed
through a “pragmatic and ambitious approach”. (Union for the Mediterranean 2017c, 6.)
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Figure 3.
Development of the Union for the Mediterranean

Source: Union for the Mediterranean 2017a, 8.

In January 2017, the ministers of foreign affairs approved a strategic document as a road
map (RM) for strengthening the UfM as the expression of co-ownership in tackling
the common challenges to regional stability, human development and regional integration
in the Mediterranean. According to the document, forty-seven regional cooperation projects
worth more than 5 billion Euros in total have been labelled under the umbrella of UfM.
The document highlighted the security-development nexus yet again, stating that: “there is
no development without security and no security without development.” With the adoption
of the RM, the ministers of foreign affairs of the forty-three UfM countries agreed to
strengthen the role of the UfM in enhancing regional cooperation and integration in
the Mediterranean. The four areas for action were: 1. enhancing political dialogue amongst
the member states; 2. ensuring the contribution of UfM activities to regional stability and
human development; 3. strengthening regional integration; and 4. consolidating UfM
capacity for action. (Union for the Mediterranean 2017b, 4.)

Contemporary Institutional Relations

The Union for the Mediterranean has a North-South co-presidency, currently exercised
by the External Action Service of the EU, representing EU Member States, and Jordan,
representing the Mediterranean partners. In 2012, the Council of the EU (FAC Conclusions
of February 2012) decided that the High Representative assumes the Northern co-presidency
when the Union for the Mediterranean takes the format of Foreign Ministers Meetings.
The Commission assumes the Northern co-presidency during Ministerial Meetings
that solely concern matters falling within areas of exclusive UfM competence. The EU
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External Action Service leads the Senior Official Meetings of the UfM for the Northern
co-presidency. (Union for the Mediterranean 2016a)

The UfM secretariat headquartered in Barcelona is in charge of identifying and
promoting activities like regional projects in different sectors. The current head (Secretary
General) of the Secretariat is Fathallah Sijilmassi. The Secretariat of the UfM is financed by
contributions from the European Union (50%) and the partner states (50%). The activities
of the Secretariat are overseen and coordinated by the Senior Officials Meeting (SOM)
which consists of Senior Officials from the ministries of foreign affairs of the forty-three
countries. This body approves the budget and work programme of the Secretariat. It is
also in charge of preparing the Ministerial Meetings. It also examines project proposals,
guaranteeing coherence with the guidelines derived from the Summit of Heads of State and
Government, and from the Ministerial Meetings. The SOM takes decisions by consensus.
(Euro—Mediterranean Partnership s. a.b; Union for the Mediterranean 2016b)

The Union for the Mediterranean has the following six priority areas: 1. business devel-
opment; 2. social and civil affairs; 3. higher education and research; 4. transport and urban
development; 5. water and environment; and 6. energy and climate action. The UfM has
anumber of key projects managed by the Secretariat: the de-pollution of the Mediterranean
Sea; the establishment of maritime and land highways; a joint civil protection programme
on prevention, preparation, and response to natural and man-made disasters; development
of alternative energy sources; the creation of Euro—Mediterranean Universities (in 2008
in Slovenia, in 2016 in Morocco); and the Mediterranean Business Development Initiative,
which supports small businesses. (Union for the Mediterranean 2016a)

The partnership co-operation and dialogue that was established by the Barcelona
Declaration is based on several institutions and forums. The Conferences of Ministers
of Foreign Affairs (CMFA) and the Senior Officials Meetings (SOM) are responsible for
the discussion regarding all dimensions of the partnership. The ministerial meetings,
including sectorial meetings, are also the main bodies of multilateral and regional
cooperation, responsible for the economic and cultural cooperation and dialogue, as well
as the all-embracing development of the partnership. Ministerial conferences have been
called on different thematic fields such as water management, industry, energy, migration,
tourism, cultural heritage and culture, and the environment.

Since 2004 the Euro—Mediterranean Parliamentary Assembly (EMPA), a body for
political cooperation, has become one of the most important institutions of the Barcelona
Process. The first consultative parliamentary forum was organised in 1998, and it became
a genuine EMPA in 2004 on the basis of the proposal of the European Parliament. The EP
resolution was approved by the fifth Euro—Mediterranecan Conference of Foreign Ministers
(Valencia, April 2002). The EMPA held its first session in Greece in March 2004. In 2010 in
Amman, the EMPA’s name was changed to Parliamentary Assembly of the UfM (PA-UfM).

The main roles of this separate consultative parliamentary body of the UfM are:
“enhancing the visibility and transparency of the Euro—Mediterranean Partnership and
bringing its work closer to the interests and expectations of the public; [and] adding
democratic legitimacy and support to regional cooperation.” (Parliamentary Assembly s. a.a)
The PA-UfM, which works in close cooperation with the UfM Secretariat, holds at least
one plenary session annually and has a total of 280 members, equally distributed between
the Northern and Southern shores of the Mediterranean (140—140). The PA-UfM has an
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annual presidency that is held in rotation by the four members of the bureau, ensuring
parity and alternation between South and North chairs. The presidency of the bureau has
been held by the EP (2012-2013), Jordan (2013-2014), Portugal (2014-2015), Morocco
(2015-2016) and Italy (2016—2017). (Parliamentary Assembly s. a.b) There are five standing
committees within the PA—UfM: the Committee on Political Affairs, Security, and Human
Rights; the Committee on Economic and Financial Affairs, Social Affairs, and Education;
the Committee on Improving Quality of Life, Exchanges between Civil Societies and
Culture; the Committee on Energy, Environment, and Water; and the Committee on
Women’s Rights in the Euro—Med Countries. The PA—UfM adopts non-binding resolutions
or recommendations. (Parliamentary Assembly s. a.b)

To promote dialogue between cultures and civilizations within the framework of social,
cultural, and human partnership, in 2005, the Anna Lindh Foundation was established in
Alexandria. It has become the largest network of civil-society organisations, and its goal
is to promote the inter-cultural dialogue in the Mediterranean area. It has worked from
the beginning as a network of national networks, and now contains more than 4,000 member
networks, including NGOs, public institutions, universities, foundations, local and regional
authorities, individuals and private organisations. (Anna Lindh Foundation s. a.)

The European Neighbourhood Policy complements the UfM with bilateral relations
between the EU and the Southern Mediterranean countries. Cooperation in the framework
of the ENP builds upon several Association Agreements (AA) between the EU and
the partner countries. On the basis of the AA’s bilateral Action Plans (AP), the EU
and the ENP partner countries in the Southern Mediterranean region (except Libya, Syria,
and Algeria) agreed to launch a political and economic reform agenda for a period of three or
five years. The goals of the ENP, such as reforms to democratisation or economic integration
are supported by the financial funds of the EU, mainly by the European Neighbourhood
Instrument (ENI).

Every year from 2015, ENP progress reports were published by the EEAS and
the Commission to describe the development of reforms in the neighbouring countries.
Since the review of the ENP, the progress reports have been replaced by association
implementation reports that assess the state of implementation by the partner country and
by the EU. These documents focus on the progress toward key reforms agreed between
the two parties.

Budget and Financial Tools

Between 1994 and 2004, the main financial tool of the Barcelona Process was the MEDA
Program (similar to the PHARE and TACIS programs), with additional loans available
from the European Investment Bank. For the MEDA I programme (1994—1999) 3.4 billion
Euros, and for the MEDA II programme (2000-2006) 5.4 billion Euros were allocated.
Following the establishment of the ENP and for the programming period 2007-2013, MEDA
(and TACIS) were replaced by a single financial instrument, the European Neighbourhood
Partnership Instrument (ENPI), with approximately €12 billion available. In the 20142020
period, the European Neighbourhood Instrument, ENI promotes the fulfilment of the ENP
objectives, for which 15.4 billion Euros have been allocated.
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The implementation of reforms is supported by geographic instruments, like the ENI,
and by thematic instruments, like the Civil Society Facility (CSF). There are other EU
instruments and programmes to promote partnership with neighbouring countries (like
the European Instrument for Democracy and Human Rights (EIDHR), the Non-State Actors
and Local Authorities in Development (NSA—LA), and the Instrument for Stability (IfS).
“The EIDHR is designed to help civil society become an effective force for political reform and
defence of human rights. Building on its key strength, which is the ability to operate without
the need for host government consent, the EIDHR is able to focus on sensitive political issues
and innovative approaches and to cooperate directly with local civil society organisations
which need to preserve independence from public authorities, providing for great flexibility
and increased capacity to respond to changing circumstances.” (EIDHR s. a.) The European
Investment Bank (EIB) and the European Bank for Reconstruction and Development
(EBRD) provide loans, as well.

The Western Balkans and Turkey are in the pre-accession process and, as candidates
and potential candidates for membership in the EU, are not covered under the EU’s
neighbourhood policy. These countries therefore do not belong to the area of the ENP. In
2007, in place of all previous pre-accession programs, the Instrument for Pre-Accession
Assistance (IPA) was introduced by the European Commission to help all pre-accession
activities in candidate and potential candidate countries. Under the financial framework of
2014-2020, the part of the Western Balkans that belongs to the Mediterranean receives EU
funding through IPA II. (MOLNAR 2011, 73.)

The Union for the Mediterranean has no budget from which to finance its activities and
projects, since it was conceived as an instrument to mobilise private funds from investment
and development banks and other international bodies.

Results and Challenges

The EU, as a normative-civilian power, (MANNERS 2002) has placed great emphasis
on the protection, spread, and voluntary acceptance of its principles (peace, freedom,
democracy, the rule of law, fundamental human rights and freedoms, respect for human
dignity) by third countries, particularly in the MENA region. (WHITMAN 2011, 1-25.)
It is not surprising that the EU’s Mediterrancan policy has been criticised by several
stakeholders, like the Southern partner states, experts, and academics, as it contains con-
tradictions between the stated policy goals and practice. (DEL SARTO—SCHUMACHER 2005;
VALLELERSUNDI 2004; Tocci—CassarINI 2011; Tocct 2011) According to many, the EU and
its MSs, in implementing the Mediterranean Policy through a more realistic and pragmatic
approach, has placed more emphasis on economic and security issues than on normative
goals. While the EU kept trying to convince the partner countries of the necessity of political
and economic reforms, it put up with the existence of authoritarian (but pro-Western)
regimes in favour of regional stability and secure energy resources. Regimes that assisted
in tackling the migration crisis also found favour. It is not surprising, therefore, that from
time to time the EU and its MSs have been criticised as hypocritical. (HANSEN—MARsH 2015)

The last twenty years, and especially the Arab Spring, have shown that the lack of
political will among the Southern Mediterranean partners, the low level of financial support
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provided by the EU, and the different foreign policy interests of the MSs, mean that the EU’s
Mediterranean policy has had little impact on the democratisation and securitisation
processes of the region. From time to time the EU has struggled to tackle challenges
collectively (like in the case of Libya). Emerging crises posed serious security challenges to
the EU. The lack of a new European security strategy hindered, until recently, the adoption
of appropriate answers.

The Global Strategy for the European Union’s Foreign and Security Policy adopted in
2016 represents a more pragmatic approach, focusing on the state and societal resilience of
the region. According to Sven Biscop, the Global Strategy signals a return to Realpolitik,
and a balance between “dreamy idealism and unprincipled pragmatism”. The GS speaks
of “principled pragmatism”. Compared to the previous security strategy of the EU
(2003), the GS takes into account its barriers, and it is less optimistic about the success of
democracy transfer. (Biscop 2016) The priority placed on the state and societal resilience
of the Southern neighbours clearly shows the turn away from the EU’s normative role.

Conclusions

Despite the ambitions of 2003, namely the creation of the Ring of Friends, today a ring of
instability encompasses the EU. After the Arab Spring and the crisis in Ukraine, the security
situation has deteriorated dramatically. Economic and financial problems remain, the mi-
gration crisis is unresolved, and growing Euroscepticism and the Brexit threaten to hinder
any effective EU response. I is clear that the review of the neighbourhood policy, a key
instrument of the EU’s common foreign and security policy, was accelerated by the Arab
Spring. For a variety of reasons though, such as lower-than-expected available resources,
the lack of a common will, and the lack of political engagement by the partner states, little
substantive progress has been made.

Before the Arab Spring overturned the status quo within the MENA region, the pos-
sibility of dialogue between the partner states was considered the most important result of
the Euro—Mediterranean Partnership. It strengthened the EU’s role in the region, as well.
Enhancing economic and political relations and, in the long term, accelerating the economic
development of the Southern Mediterranean partners were among the crucial aims of
regional and bilateral forms of cooperation.

In recent years, demographic, economic, and social processes led to political in-
stability, social unrest, and increased security risks in the Southern Mediterranean
region. Until the review of the ENP in 2011, the EU’s Mediterranean policy, despite
the normative ambitions of the EU, essentially focused on the security aspects characterized
by the pragmatic-realistic approach of the capitals, and seemingly turned a blind eye
to the pro-Western authoritarian systems. Thus, instead of bottom-up processes with
an uncertain end, non-democratic governments regarded as guarantees of the political
stability were supported. During the Arab Spring this kind of approach was discredited in
the eyes of the people, despite tangible results; therefore, it could not give truly successful
responses to the challenges. The effective implementation of this policy was hindered further
by the limited level of regional economic integration between Southern Mediterranean
countries. Irregular migration and refugee flows in the past few years have also pointed out
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that the EU’s prosperity exporting efforts had not succeeded in the closest region to the EU,
and the social and political problems continue to grow.

The difficulties of the multilateral Euro—Mediterranean policy have been recognized
several times; when it was complemented by the European Neighbourhood Policy in 2004, it
became obvious that instead of realising regional integration under the multilateral umbrella
of the ENP-UfM, relations based on bilateral agreements were intensifying. After the Arab
Spring, it became clear that the EU could not offer a new “Mediterranean Marshall Plan”
to this region, despite the expectations of several stakeholders. The contradictory trends
suggested that the EU’s relations with this region were not strengthened by these processes.
Competition between global and regional powers was intensified by the absence of a real
hegemon, and the regional dynamics turned increasingly chaotic.

In the new framework of the security system of the early nineties, when the insti-
tutionalised structure of the Euro—Mediterranean relations was built, U.S. hegemony
clearly prevailed in the region. The EU’s evolving “soft-civilian power” was supposed to
complement the hard power of the USA. During the last decades, the international system
has changed dramatically, and new players with global strategic interests have emerged in
the multipolar environment of the Mediterranean region.

It has become clear that the normative and soft power offered by the EU is insufficient.
The EU had only a limited impact on the transition processes of the countries in the region
(c.g. the strengthening of civil society). It is obvious that in the future, the EU must use both
soft and hard foreign policy instruments in the framework of the comprehensive approach
elaborated in 2013 and the integrated approach introduced by the Global Strategy. In 2016
Jean-Claude Juncker noted in his State of the Union speech: “Soft power is no longer
enough [...] in the EU’s increasingly dangerous neighbourhood.” It is not coincidental
that following the review of the ENP, supporting stabilisation became a top priority. (Joint
Communication 2015)

The EU has a long history of ambitions but in reality provided unsuccessful and
insufficient plans for the Mediterranean region. It is not surprising that the Global Strategy
(GS) adopted in 2016 is trying to find a perfect balance between idealism and sometimes
inconvenient reality has introduced the approach of “principled pragmatism”. (European
External Action Service 2016)
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The EU’s Relations with the Western Balkans' and Turkey

Tibor Ord()'gh

The European Community and the Historic Relations of Yugoslavia
and Turkey

The political and economic relationship of Yugoslavia and the European Union began when
Yugoslavia and the European Economic Community (EEC) signed a three-year trade deal
in March 1970; another, five years, followed in 1973. Export trade with Yugoslavia added
up to 2.84 billion European Currency Units in 1975; by 1989, it exceeded 7 billion ECUs.
Except for 1988, the balance always favoured the EEC.

During the Cold War era, the importance of the development of relations grew due to
the fact that Yugoslavia had already been facing financial difficulties, while the European
Community was in need of a socialist state that could be set as an example for the countries
of the Eastern bloc. The relations between the two sides up until the collapse of the Eastern
bloc were merely economic and commercial in nature. The economic meetings of the system
held at ministerial level constitute political relations. (GETTER 1989)

Table 1.
Trade between the European Community and Yugoslavia (million ECU*)

1975 | 1978 | 1979 | 1980 | 1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989
EC import | 1,062| 1,706 | 1,966 | 2,172 | 2,762 | 3,530 | 4,310| 4,783 | 4,893 | 5,251 | 5,891 | 7,000
EC export | 2,840| 3,755 | 4,411 | 4,199 | 4,277 | 4,555 | 5,048 | 5,834 | 5,853 | 5,398 | 5,713 | 7,034
Balance 1,778 | 2,049 | 2,445 2,027 | 1,515 | 1,025| 738|1,051| 960 | 147 | —178 34

Note:* The value of one ECU in 1978 was $1.39; in 1982 it was $0.98; in 1983 it was $0.89; in 1984 it was $0.83;
and in 1985 it was $0.75.

Source: EUROSTAT. Edited by the author.

The war that broke out at the beginning of the 1990s, however, put an end to the prosperous
relationship. With the disintegration of Yugoslavia, the agreements were terminated,
the Federal Republic of Yugoslavia (FRY) consisting of Serbia and Montenegro became
insulated from the international community, and relations with the European Union were
restricted to the sanctions introduced against Serbia. In 1991, the European Community

! The Western Balkan region is a political term called into existence by the European Union to refer to
the countries of the Balkan Peninsula participating in the European integration process. Its members are
Albania, Bosnia and Herzegovina, Croatia, the former Yugoslav Republic of Macedonia (hereinafter referred
to as “Macedonia”), Kosovo, Montenegro, and Serbia.
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tried to bring the Yugoslav leaders to the negotiating table. In May, Jacques Delors,
president of the European Commission offered $4 billion in support, with the intention
of keeping Yugoslavia intact, and a reconciliation commission led by Robert Badinter
was set up. In autumn, a peace conference led by Lord Peter Carrington was organized.
(LENGYEL 2009) The united action of the community was undermined by the independent
action of Germany, which recognized Croatia’s and Slovenia’s independence. Afterwards,
the EC called for sanctions and, on 8 November 1991, the trade agreement was suspended,
the General Agreement on Trade and Tariffs (GATT) was cancelled, the import of several
Yugoslav products was restricted, and Poland—Hungary Assistance for the Reconstruction
of the Economy (PHARE) aid was withdrawn from the aggressors.

The European integration of Turkey can be traced back to the Cold War, when
the country sought good relations with the West to stave off Soviet territorial claims.
Following their accession to NATO in 1952, the Turks were the first to submit a request
for associate membership in the European Economic Community. The domestic politics of
Turkey, however, was characterized by military coups, a major hindrance to the development
of relations. The association agreement (Ankara Agreement) and its additional protocol
(Additional Protocol 1972) were concluded on 12 September 1963, but only took effect in
1973. A transitional period of twenty-two years was prescribed for implementing the free
movement of goods and services, and the harmonization of Turkish legislation with that
of the EEC.

Under the terms of the agreement, the EC provided funds for the preparation period.
According to the first financial protocol, which covered 1963—-1970, the EEC provided
Turkey with loans totalling 175 million ECUs. The trade concessions the EEC granted
to Turkey in the form of tariff quotas, however, proved not as effective as expected. Yet
the EEC’s share in Turkish imports rose from 29% in 1963 to 42% in 1972. (Ministry 2017)

The Demirel regime declared its intent to initiate the accession at the end of August
1980, but the elite did not agree; because of this, the leadership was overthrown by yet
another military coup. A new head of government, Turgut Ozal, envisaged accession on 14
April 1987, which was backed by the economic indicators; however, the criteria regarding
the rule of law, democracy, and human rights had increased in significance. Turkey was not
in compliance, according to a report of 1989 released by the European Commission, which
declared Turkey ineligible for the accession procession. (CEC 1989/2290 final/2)

Despite the resulting disappointment, the Mautes Package was set up. This revised
the necessary technical steps for inclusion in the customs union to take effect by 1995.
Greece, however, vetoed the package. Turkey nonetheless proceeded with an intrinsically
similar program towards the implementation of the customs union in 1992. (AIKAN 2003)
Turkey reluctantly fulfilled the expectations of the EU, and so the agreement entered into
force in 1996.

The Creation of the Policy of the European Union and the Western Balkans
Formulating and following the Common Foreign and Security Policy proved to be a chal-

lenge for the member states of the European Union. The settlement following the first war
in Yugoslavia, however, meant the member states needed to stabilize the Balkan region.
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A French initiative projected practical steps; the first mention of regional cooperation to
create stability in the Balkans came from the European Commission on 14 February 1996.
(LORINCZNE 2013) In December 1996, the Southeast European Cooperative Initiative
(SECI), which became known as the Royaumont Process, was launched. The participants
were the four new states (Croatia, the Federal Republic of Yugoslavia, Macedonia and
Bosnia and Herzegovina), the four neighbouring countries (Romania, Bulgaria, Slovenia
and Turkey), the member states of the EU, Russia, the United States of America, the Council
of Europe, and the OSCE. (EHRHART 1998) Its main goal was to promote dialogue on every
level of the civil society by funding human rights and cultural initiatives. Via regional
cooperation, it would monitor the implementation of the Dayton Agreement.?

In 1997, the European Union established the so-called Regional Approach, attempting
to stabilize the Western Balkan states through financial incentives instead of prospective
membership. (VINczE 2008) The EU used bilateral relations with the states of the former
Yugoslavia (with the exception of Slovenia), and Albania, granting trade preferences and
monetary support (PHARE, OBNOVA) on identical terms. The fulfilment of ten political
and economic criteria was a pre-condition for contractual relations with the EU. Some of
these criteria include the readmission of refugees, adherence to the Dayton Agreement,
respect for human rights, and also economic criteria such as promoting the reforms of
the market economy and cooperation between the states of the region.

The war in Kosovo prompted the leaders of the EU to improve ties with the region.
Following the settlement, the EU tried to position itself as a stabilizing factor; the member
states played a part in the economic sector of civil administration (soft power), and in mil-
itary administration (hard power).> On 10 June 1999, the Southeast European Stability Pact
was adopted. This brought together some forty-five participants, including the participants
of the Royaumont Process and new members such as Canada, Japan, the European Bank for
Reconstruction and Development, NATO, and the International Monetary Fund. (1999/345/
CFSP) It established three “working tables” under the supervision of the special coordinator
at the so-called Southeast European Regional Roundtable. The first working table addressed
human rights and the democratization process, while the second’s concerns included
economic reconstruction and development; the third table was responsible for security
issues. (KEMENszKY 2008) The pact is intended to support the South-Eastern European
states’ efforts to establish peace, democracy, respect for human rights, and economic welfare
that will bring stability to the region. (1999/345/CFSP) The Council also guaranteed full
membership in the European Union for those countries completing the tasks. The regional
approach, however, was replaced by the Stabilization and Association Process (SAP).

“It is aimed at assisting the five Western Balkan states with complying with the criteria,
as being conditions on the way towards joining the EU. To that effect, the SAP, in
addition to having modified or extended the past instruments of the Regional Approach,

Y

The Dayton Agreement served to put an end to the Bosnian War (1992—-1995) of three and a half years and to
guarantee the political settlement in Bosnia and Herzegovina following the conflict. The negotiations were
held in the town of Dayton in the USA, and it was signed in Paris on 14 December 1995.
3 Between 24 March and 9 June 1999, the NATO initiated air strikes in Yugoslavia justified by the need for
humanitarian intervention, with the pa