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Appendix 1. Assessing the Trade and
Welfare Effects of Euro-
Mediterranean Integration
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Introduction and Summary

This chapter analyses the welfare effects of a Euro-Med agreement looking at
both EU integration with the Mediterranean (MED) countries (N-S agreement) and
closer integration between the MED countries (S-S agreements). The analysisin this
report follows the ‘Sussex Framework’ which provides an analytical toolkit for
studying trade patterns and analysing the potential benefits of a proposed free trade
area (FTA). The conceptual basis of the Sussex Framework is to measure the im-
plementation of agiven preferentia trading agreement (PTA) based on a checklist of
issues. In applying the framework, first each element in the checklist is evaluated
with respect to the proposed agreement, secondly, the economic impact of a given
FTA isevauated, whereits viability is seen to depend on the magnitude and distribu-
tion of benefits, both across and within countries, and where the overall welfare im-
pact will depend on the extent of shallow integration, aswell as on deep integration.

The net benefits of shallow integration from an FTA are ambiguous, asan FTA
leads to both trade creation and trade diversion. Trade creation is welfare enhanc-
ing and arises whenever more efficiently produced imported goods replace less
efficient domestically produced goods. Trade diversion is welfare reducing and
occurs when sources of supply switch away from more efficient non-partner coun-
tries to less efficient partners. The net welfare impact of a PTA will depend on the
relative size of the two effects.

In addition to these efficiency gains and losses, there may be welfare gains aris-
ing from growth effects induced by integration: faster technical change and total
factor productivity growth and scale economies arising from increased specializa-
tion, and/or positive externalities between firms. These gains are more likely to
arise in the presence of deep integration.

The Framework then involves the application of a range of diagnostic indica-
tors that shed light directly and indirectly on the welfare consequences of a given
FTA. A number of these indicators help in evaluating the shallow integration con-
sequences as well as the distributional implications. Overall the Sussex Frame-
work is highly complementary to more qualitative analyses based for example on
surveys, interviews and case studies. Indeed the findings of the Framework will be
used to identify (i) the issues to be raised in the qualitative analyses pursued
through targeted interviews of key business representatives and (ii) the sectors that
will be selected for more detailed analysis.
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The limiting factor of this study was data availability. Where trade data is con-
cerned and to maximise country coverage, comparability and depth of nhomencla-
ture the UN COMTRADE database was the preferred source'. The analysis looks
at trade flows from 1996 to 2006 to accommodate for these data shortages. Whilst
the proximity, in time, of the entry into force of several AAs (Algeria 2005, Egypt
2004, and Lebanon 2006) leaves little room for an ex-post evaluation, the Sussex
framework is well equipped to dea with both ex-ante and ex-post analysis. Fur-
thermore the particularities of the bilateral relations between the EU and the MED
region imply that most MED countries have received preferences into the EU
market for most of their trade since the unilateral preferences of the 70’s. The
main changes in preferences are then those occurring through the preferential lib-
eralization of MED countries' tariff schedules with respect to the EU according to
the agreed timetables. Another possible concern is that the implementation of
Agadir occurs in 2007, this lies outside our sample coverage. However Agadir
countries have had duty free access to each other’s market through the PAFTA
agreements, hence there has been no direct change in preferences between these
countries in 2007. Whilst the data limitations affect the precision of our predic-
tions, they will not affect the general conclusions of the study.

The chapter is divided into 8 sections. The first section provides macroeconomic
indicators for the region so as to contextualise subsequent anaysis, here we also
look at the current status of bilateral agreements across the region. The second sec-
tion then looks at the tariff structure of the MED countries with special focus on the
Mediterranean 5 (Egypt, Isradl, Jordan, Morocco and Tunisia; henceforth MEDS).
Section three analyses the trading structures of MED countries by geographical des-
tination and origin. In section 4, we consider the sectoral composition and evolution
of trading structures across the MEDS5 countries both with respect to the EU and to
other MED countries. The fifth section then digs deeper into bilateral trade flows, at
a highly disaggregated level, by examining the evolution of market shares and com-
parative advantages across top MED country exports. We aso look at the degree of
similarity across MED countries with respect to each other, and to the EU to try to
determine the scope for beneficia trade creation within the region and with the EU.
In section six, we look at individual MED5 countries where we determine the degree
of preference utilisation in the EU market and look at performance indicators across
a sdlection of markets for each country’s top exports. Section seven considers de-

! This source was selected over national sources or the Eurostat Comext database for com-
parability purposes and to maintain a homogeneous nomenclature across the periods under
analysis. Furthermore, much of the analysis requires world trade flows as comparators
which are unavailable from these sources.
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grees of existing intracindustry trade to determine the scope for deep market integra-
tion and Section 8 is devoted to examining the evolution of investment patterns.

Overdll, we find that:

There is high heterogeneity across MED countries’ macroeconomic per-
formance in the last decade. But one degree of commonality isthat MED
countries show high openness indicators suggesting that liberalisation
could have significant economy-wide effects.

There are already substantial preferential schemes operating in the region
where main partners are the EU, PAFTA or the US. To the extent that
increased preferential liberalisation raises the probability of including
least cost producers in the FTAS, there is a possibility that trade diver-
sion forces will be reduced. The overlap of agreements does however
underline the need for a comprehensive regime on Rules of Origin.

Levels of protection remain high (except for Israel and Turkey), suggest-
ing that preferential liberalisation has the potential of causing strong
trade effects, be these from trade creation or trade diversion.

The region’s natural trading partner is the EU which should imply that
the N-S agreement will be trade creating. In terms of S-S integration,
trade between Mediterranean economiesis very low but growing.

Growth of MED exports by destination point to higher annual export
growth to non-EU countries. This can be largely explained by the more
rapid liberalisation of this grouping and the little change in preferences
received in the EU during the last decade.

Growth of MED imports by origin also shows that annual import growth
has been larger from non-EU partners. This suggests that the N-S agree-
ments have seen little trade diversion to date. We would expect that as
countries reach full liberalisation of their tariff schedule this trend could
be reversed

The MED region predominantly exports ‘mineral fuels and textiles
where imports are largely concentrated in ‘machinery/ transport equip-
ment’ and ‘ manufactured goods'.

Given that MED countries import similar goods from the EU as they do
from non-preferential partners, the N-S agreement has the potential for
causing some trade diversion. Where the S-S agreement is concerned,
the MED region imports significantly different products from the region
than from the rest of the world which suggest that there is little scope for
trade diversion. Where there is a possibility of there being some trade re-
orientation as a result of matching preferences with the US we see how
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this could occur in Egypt and Israel but is unlikely for Morocco. Trade
re-orientation is likely to be welfare enhancing as it removes previous
trade diversion created from other preferential agreements.

The top 15 export analysis for the MED region shows signs of there being
some re-structuring of MED exports since 1996. Where the analysis is
mainly driven by the big players (Israel and Turkey) there is strong spe-
cidisation in ‘diamonds’, Textile and Clothing products and automobiles.

A closer analysis of T&C exports shows important concentration, whilst
specialisation has taken place in the higher value adding sectors such as
‘apparel & clothing’ and is mainly oriented to the EU market.

Agriculture, which was left out of the AA negotiations, represents a
small share of total MED exports. Evidence suggests that MED agricul-
tural products have a relatively good market access in the EU besides
ovine products, citrus fruits and fish products.

The nascent motor vehicle sector is largely concentrated in Turkey
where initial revealed comparative disadvantages have been overturned
to create strong revealed comparative advantages. Whilst other MED
countries show small amount of exports in these sectors, they are in-
creasingly specialising in parts and accessories of automobiles, but they
continue to show comparative disadvantages in 2006.

In terms of export similarity used to assess the potentia for trade crea-
tion from an inter- or intra-rindustry perspective, the analysis suggests
that there is little scope for beneficia bilateral intra-industry based trade
creation in the region. MED partner’s exporting structures, even though
becoming increasingly similar, continue to be highly dissimilar.

Looking at how similar MED partner exporting structures are to other
MED partner importing structures to assess how well these are suited to
each other we see that similarity is again very low. This suggests that
these partners import significantly different products from the region
than from the world and hence that a S-S agreement is likely to have lim-
ited trade effects.

The current degree of deep market integration between the MED5 coun-
tries as identified by way of IIT indicators is low but growing in time.
Previous analysis of export similarities suggest that MED5 countries
should be engaging in more | T based trade than they currently are.

On aggregate al MED countries show a positive FDI performance indi-
cator implying that they attract a higher share of FDI than that which
would be suggested by their share of GDP, though it is largely resource
based and to supply domestic markets.
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1.Background

The overall impact of preferential liberalisation depends primarily on the scope
of both shallow and deep integration. Shallow integration refers to the removal of
border barriers to trade (tariffs or quotas). The welfare effects arising from this
type of liberalisation are inherently ambiguous as they depend on the inter-play
between trade creating and trade diverting forces. Trade creation occurs when the
removal of border barriers facilitates previously un-used trade channels to ‘ create’
new trade opportunities. Conversely trade diversion refers to the forces that divert
trade to new preferential partners which have been given an ‘edge’ over their
competitors solely due to the preferential status obtained. Where trade creation is
welfare enhancing, trade diversion is welfare reducing, the interaction between
these forces allows us to capture the overall welfare impact of a trade agreement.

Deep integration, on the other hand, is a more complex matter involving policies
and ingtitutions that facilitate trade by reducing or eliminating regulatory and behind-
the-border impediments to trade. These can include issues such as customs proce-
dures, regulation of domestic services production that discriminate against foreigners,
product standards that differ from international norms or where testing and certificar
tion of foreign goods is complex and perhaps exclusionary, regulation of inward in-
vestments, competition policy, intellectual policy protection and the rules surround-
ing access to government procurement. Welfare gains from a successful process of
deeper integration are likely to be considerably higher than losses from shallow inte-
gration. Deep integration, when focusing on enhancement of market access, permits
both more niche market specialisation and the cregtion of stable value chains. The
possible range of further gains associated with deeper integration include: technology
transfer and diffusion both through trade and FDI, pro-competitive gains from in-
creasing import competition in an environment of imperfect competition, which may
aso alow greater exploitation of economies of scale in production and the greater
use of intermediate inputs, the increased geographical dispersion of production
through trade that supports the exploitation of different factor proportions for differ-
ent parts of the production process and/or loca economies of scale through finer spe-
cidisation and division of labour in production; externalities arising from institutional
changesthat lead to awide increases in productivity.

One of the goals of the Barcelona process (1995) was to intensify trade relations
between the EU and its Mediterranean partners and to promote closer integration
across the EuroMed region. To this end, the completion of individua Association
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Agreements between the EU and MED countries would be sought and a EuroMed
Free Trade Area (FTA) would be promoted. In this chapter, we are concerned with
the possible impact of such agreements on trade in goods and on investment flows
both as a N-S agreement and as a S-S agreement. To this end, we look at existing
trade flows and trends as we believe that where liberalisation has been taking place,
further liberalisation will result in the magnification of current trends.

As Table 1 shows, there is important heterogeneity across MED partners both
in terms of economic performance and geo-demographical characteristics. As
such, Mauritania is the poorest country with a GDP per capita (non PPP adjusted)
of $847 whilst Isragl is the richest with a GDP per capita of $22,835. In terms of
value added structures as percentages of GDP we see that most countries are pre-
dominantly service economies with the exception of Mauritania and Algeria. On
average, the agricultural sector represent a small share of GDP value added
(around 11%) with industry’s contribution to GDP being on average 33%. Coun-
tries also differ considerably in terms of population where Egypt and Turkey are
the largest with over 72 million inhabitants contrasting with the Palestinian Au-
thority which has 2.4 million inhabitants. In terms of trade balance, we see how
most MED countries are running a trade deficit in 2007 (with the exception of
Algeria and Syria) some more important than others (see Jordan and to a lesser
degree Albania). In terms of trade openness, most MED countries have quite high
openness indicators (import + export as a share of GDP) hence suggesting that
changes in trade patterns, as aresult of preferential agreements, could have impor-
tant impacts on the overall performance of the economies concerned.

Figure 1 considers current bilateral relations in the EuroMed area in 2009. In
terms of preferential liberalisation, it is worthwhile noting that the higher the amount
of partners receiving preferential access to a given market, the higher the probability
of capturing the least cost efficient producer of goods and hence the lower the scope
for trade diversion. Each connecting line in Figure 1 identifies a different Associa-
tion Agreements (AA) with the EU. Regional agreements the likes of PAFTA (Pan
Arab Free Trade Area) and Agadir are highlighted in groupings, the larger circle for
the former and the smaller for the latter. What stands out at first sight is the overlap
of trade agreements in the region and hence the burden of managing overlapping
agreements. Rules of Origin (henceforth RoO) serve asatool for managing FTAs by
preventing imports entering a preferential area through the country bearing the low-
est tariff%. These rules delimit minimum processing activities for given goods so as
to receive origin from a given country within an FTA. Where RoO serve an impor-
tant purpose in avoiding trade deflection, they can also be used as protectionist
measures. ‘ Spaghetti bow!’ agreements such as those depicted in Figure 1 require an

2 Thisis sometimes referred to as trade deflection in the literature

CASE Network Reports No. 89



ECONOMIC INTEGRATION IN THE EURO-MEDITERRANEAN REGION

appropriate and efficient RoO regime so as to not impede trade unnecessarily. In
terms of approximating the welfare effects of the proposed preferentia agreements
the degree of bilateral overlap islikely to provide an important challenge.

Table 1. Macroeconomic I ndicators (2007)

Goods and services, FDI
Value added (% of GDP) % GDP (current
cﬁl%[;lre Industry Ser(;t/::(.:es, Exports | Imports bilIJlii)
Albania 21.4 20.0 58.6 27.9 54.3 0.5
Algeria 8.2 61.1 30.7 46.8 234 17
Egypt 14.1 36.3 49.6 30.3 34.8 11.6
Israel” 2.7 30.2 67.1 43.9 43.9 9.7
Jordan 3.2 29.4 67.4 57.9 99.3 1.8
Libya 17.0 23.0 59.0 .. . 4.7
Morocco 13.7 27.3 59.0 35.8 44.9 2.8
Syria 18.1 35.0 46.9 41.4 40.5 05
Palestine (2006)* 8.0 13.0 79.0 0.0
Tunisia 10.4 29.6 60.0 54.1 56.5 1.6
Lebanon 6.4 24.0 69.6 25.3 49.9 2.8
Mauritania 12.5 46.7 40.7 57.7 64.9 0.2
Turkey (06) 8.7 28.3 63.0 221 27.2 22.2
EU26™ 1.9 26.1 70.4 38.8 38.5 1095
.| GDP Inflation, Days
GDP/capi growth | GDP defla- Po_pula— Surface requiyred
ta (cur- tion, area
rent USS) (annual |tor (annual million | (sq. km) tostart a
%) %) business
Albania 3404.6 6.0 3.2 3.2 28750.0 36.0
Algeria 3996.3 3.1 7.5 33.9 23817400 24.0
Egypt 1728.9 7.1 12.6 75.5 |1001450.0 9.0
Israel” 22834.9 5.4 -0.2 7.2 22070.0 34.0
Jordan 2768.5 6.0 6.0 5.7 88780.0 14.0
Libya 9475.1 6.8 5.4 6.2 1759540.0 ..
Morocco 2434.1 2.7 3.8 30.9 446550.0 12.0
Syria 1492.7 4.5 12.9 19.9 185180.0 43.0
Palestine (2006)* | 1100** -8.0 3.6 2,4 5860
Tunisia 3424.8 6.3 2.4 10.2 163610.0 11.0
Lebanon 5943.8 2.0 4.9 4.1 10400.0 46.0
Mauritania 847.1 1.9 -2.6 3.1 1030700.0| 65.0
Turkey (06) 8877.1 4.6 7.6 73.9 783560.0 6.0
EU26™ 34074.5 2.9 2.6 494.1 |4330920.0| 17.1

Notes. *Values for Paestine Authority are from CIA Factbook for 2006. ** vaue is PPP
2006. * |srael value added per sector is taken from the CIA Factbook, values are for 2007.
“Libya value added per sector is taken from the CIA Factbook, values are for 2004. *Val-
ues are weighted averages (by GDP) for EU27 minus Malta.
Source: World Bank — World Development Indicators.
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Figure 1. Agreementsin the EuroMed Area (2008)

RoOPAFTA

Algeria

Note. Black line: shows signed and notified bilateral agreements. Green circle: PAFTA.
Red circle: Agadir Agreement.
Source: WTO, RTA notified agreements.

Further to the agreements in the region, MED partners are also engaged in
other preferential trading schemes. Table 2 shows all agreements in the region by
date of entry into force. It is important to note that there is varying participation
across the region in multilateral trade agreements (WTO). Currently Algeria,
Lebanon and Libya are observers, Syriaisin negotiations and the Occupied Pales-
tinian Territories have not acceded.

Having outlined the macroeconomic background in the Mediterranean region
and looked at the degree of planned or executed preferential liberalisation; we now
turn to the analysis of tariff barriers to trade. These will allow usto grasp the mag-
nitude of the trade creation or the trade diversion forces that may accompany pref-
erential liberalisation.
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Table 2. Bilateral Agreementsin the MED region Feb 2009

Agreement (Year of entry into force)

Albania EU (2006), CEFTA (2007), Turkey (2008)

Algeria PAFTA (1998), EU (2005)

Egypt PAFTA (1998), EU (2004), Agadir (2006), EFTA (2007), Turkey (2007)

| US (1985), EFTA (1993), Canada (1997), Turkey (1997), EU (2000),

srael )
Mexico (2000)

Jordan PAFTA (1998), US (2001), EU (2002), EFTA (2002), Singapore (2005),
Agadir (2006)

Lebanon PAFTA (1998), EU (2006)

Libya PAFTA (1998)

Mauritania

M oroceo PAFTA (1998), EFTA (1999), EU (2000), Turkey (2006), US (2006),
Agadir (2006)

Syria PAFTA (1998)

Tunisia EU (1998), PAFTA (1998), EFTA (2005), Turkey (2005), Agadir (2006)
EFTA (1992), EU (1996), Israel (1997), FYROM (2000), BiH (2003),

Turkey Croatia (2003), Occ. Pal. Terr. ( 2005), Tunisia (2005), Morocco (2006),
Egypt (2007), Syria (2007), Albania (2008), Georgia (2008)

Note. Some agreements, like COMESA do not figure in the table as they have not been
notified to the WTO.
Source: WTO RTA Database.
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2.Analysis of Tariff Barriers to
Trade

In analysing the welfare effects of a preferential trade agreements it is impor-
tant to consider the size and the evolution of tariff barriers to trade. Tariffsindicate
levels of protection and hence of distortions within an economy. High (low) tariffs
imply higher (lower) magnitude effects from preferentia liberalisation be these
from trade creation or trade diversion. Table 3 shows the evolution of weighted
average MFN tariffs by MED countries since 1995°. These are compositional so it
is not uncommon to see increases in tariffs over time as imports structures change.
Overall, a mixed message can be derived from the table. Most countries have seen
reductions in tariffs but some more than others. In this respect, Albania, Lebanon
and Tunisia have seen important reductions in their weighted average tariffs.
Countries such as Isragl and Turkey aready had low tariffs so reductions have not
been as pronounced. But tariffs remain somewhat high for Algeria, Egypt, Mauri-
tania, Morocco and Tunisia

We aso consider the tariff structure across the MEDS countries to determine
the degree of current distortions and again to approximate the potential magnitude
of the trade creation or trade diversion forces. Maintaining high tariffs vis-a-vis a
non-preferential partner can enhance the scope for trade diversion, similarly re-
moving high tariffs vis-a-vis a preferential partner can also cause trade creation.
The height of the tariff tells us how large the effect will be, but determining which
will dominate requires looking into other factors such as cost structures. Table 4
considers simple average tariffs of MED5 countries by Broad Economic Catego-
ries (BEC) and counts the amount of tariff peaks in each category”. This is of in-
terest as it allows us to capture protection according to types of goods and to in-
vestigate if there is any evidence of targeted protection. Tariffs appear to be high-
est for ‘food and beverages' and for ‘ consumer goods', with ‘transport egquipment’
and ‘goods n.e.s”’ closely following. The presence of tariff peaks shows signs of

% Note that MED country participation in the WTO during the period under investigation is
imperfect: where most were members since 1995 (Egypt, Israel, Mauritania, Morocco,
Tunisia and Turkey), Albania and Jordan joined in 2000, whilst Algeria, Lebanon, Libya
and Syria are not members.

* Tariff peaks are defined as three times the average tariff of the category.
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targeted protection in the ‘food and beverages sector and in ‘ Consumer goods' for
Israel, Jordan and Tunisia. To a lesser degree, there is also evidence of targeted
protection in the ‘Industrial Supplies category for Israel and Tunisia. This could
be a sign of the existence of tariff escalation in these countries where countries
charge higher tariffs for higher value added products hence increasing the effective

rate of protection.

Table 3. Evolution of weighted Average MFN Tariff by Country

Country |95 ['96|'97 |'98|'99 |'00|'01|'02|'03|'04|'05|'06|'07|'08
Albania 14.4 11.3| 84 74 5.9
Algeria 16.9]17.3 15.2|13.012.0 11.7|11.9]11.6
Egypt |16.7 13.7 13.8 13.1]13.7
EU 44144(138[34|129(32(33|32|29|27]|27|26]|26
Isragl 2712626 25(261
Jordan 18.9/12.1|12.7|11.4 12.01 93] 9.2
Lebanon 11.6/16.9/ 82| 6.3 53|56 |55]|56
Libya 21.3 25.1
Maurite 9.9 72101
Morocco 17.3 25.4|24.6(24.524.9 19.9|18.2|18.0
Syrian 155
Tunisia |27.4 25.7 26.4|22.7|122.4]19.7|19.2
Turkey | 6.7 5.7 54 4.4 38|39 |44
Source: Trains.
Table 4. MED5 Unweighted tariffs by Broad Economic Categories
Egypt | srael Jordan Morocco | Tunisia
(2005) (2007) (2007) (2007) (2006)
SA|TP|SA| TP | SA | TP | SA | TP | SA | TP
Capital goods (except | 4| o | 39| 0 [69| 0 | 69| 0 115 4
transport equipment),
Consumer goodsnot | 5 4 95 | 17 |232| 10 |331| 0 |361| 18
elsewhere specified
Food and beverages 76.8| 16 |19.3| 148 | 221 | 17 |52.8| 227 | 73.0 | 889
Fuels and lubricants 47| 0 | 18| 0 |130| 0 |112] O | 69| O
Industrial suppliesnot | g5 | 1 | 59| 10 | 60 | 2 |189] 2 |192]| 43
elsewhere specified
Transport equipment
and partsand accesso- |11.6| 6 | 30| O |151| O |213| O [(226| O
ries
Goodsnotelsawhere | 111 g | 07| o |190| 0 | 77| 0 [181] 0
specified

Note. SA — Simple average, TP — Tariff peaks.
Source: Trains. (Tariff peaks are three times average tariffs).
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Table 5 shows MEDS5 country tariff structure by SITC categories for the latest
available year®. Overall there is some heterogeneity in tariff structures across the
different MEDS5 countries. Where Tunisid's tariffs are the highest in the sample,
Israel’s are lowest suggesting that the welfare effects from preferential liberalisa-
tion should be strongest in Tunisia and weakest in Israel. Egypt shows very high
tariffs in the ‘Beverages and Tobacco’ with moderate tariffs on ‘Chemicals and
manufactures in general®. In Israel, the highest tariffs are in the ‘Food and live
animals sector closely followed by ‘Miscellaneous Manufactures’, where most
other tariffs are low suggesting that in these sectors, the shallow integration wel-
fare effects from an agreement should also be low. Protection structures in Jordan,
apart from the ‘beverage sector’, are highest in the ‘commodities n.e.s.” and ‘Mis-
cellaneous Manufactures and relatively low in the ‘Chemicals sector. For Mo-
rocco protection levels are generally high and are concentrated in the ‘Food and
Live Animals’, the ‘Manufactured Goods', the ‘ Miscellaneous Manufactures’ and
the ‘Chemical’ sectors. In turn, the EU has relatively low tariffsin most categories
where they are highest in ‘Food and Live animals'.

Table5. Weighted average MFN tariffsby SITC rev.3

Egypt | Israel | Jordan |Morocco| Tunisia| EU
(2005) | (2008) | (2007) | (2007) | (2006) | (2008)

Animal/veg oil/fat/wax 5.55 3.71 11.23 4.57 26.47 516

Beverages and tobacco 2616.29 | 3.90 50.06 27.70 28.94 5.93

Chemicals/products n.e.s 16.47 2.84 2.70 17.04 13.20 217

Commodities nes 6.72 0.00 18.77 5.04 38.64 0.00
Crude mater.ex food/fuel 191 041 442 11.80 13.25 0.22
Food & live animals 11.74 9.75 9.47 39.01 44.89 7.21
M achinery/transp equipmt 10.02 3.10 9.94 13.43 16.57 2.80
Manufactured goods 11.65 1.29 7.35 24.05 24.71 251
Mineral fuel/lubricants 6.96 0.26 10.57 8.71 3.88 0.37

Miscellaneous manuf arts 14.91 8.26 16.87 24.01 27.45 5.86

Source; Trains.

Asseenin Table 2, some of the AAs have already entered into force henceit is
important to consider the degree of liberalisation that has taken place between the
EU and MED partners. From the perspective of the EU, MED partners currently
receive duty free access to the EU for nearly all trade (exceptions are mainly in
agricultural goods where further EU liberalisation is being negotiated). These

® 10 separate SITC categories are identified from over 3000 products.
® The high tariff seen in the ‘beverage and tobacco’ sector is not uncommon for a Muslim
country where alcoholic beverages are highly taxed.
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preferences are an extension of the unilateral preferences offered during the 70's
that are formalised with reciprocity in the AA. Hence the main impact of the N-S
agreements will depend on the extent of liberalisation of MED country schedules
with respect to the EU.

In Table 6 we look at how the AAs tariff dismantling process has been evolv-
ing from the perspective of tariff liberalisation of MED country schedules. We do
so by looking at highly disaggregated tariff line data from TRAINS for the MED5
countries. The analysis is limited by the lack of available data hence we present
values where there is information on both the MFN tariff and the preferential tariff
granted to the EU. We further specify, in brackets, the year that the AA was im-
plemented. The first row presents the unweighted average MFN tariff, whilst the
second looks at the unweighted preferential tariff that the EU faces in the countries
under investigation. The third row looks at the preference margin that the EU re-
ceives. This is calculated as the average preference margin across all tariff lines
(which is aso the same as the difference between the MFN tariff and the tariff that
the EU faces). The third line then looks at the share of tariff lines where thereis a
preference for the EU in total tariff lines (note that if the MFN tariff is zero, then
there is no preference). The last two rows show the share of tariff lines that are
zero under the MFN and the EU AA regimes (note that the degree of duty free
access that is granted by the AA is the difference between the AA regime and the
MFN zero). For Egypt we only have data for 2005 which is one year after the AA
agreement entered into force hence we do not expect the tariff dismantling process
to have made much of an impact. This is confirmed where we see that the prefer-
ential margin stands at 0.55 only and where there has been some form of preferen-
tial liberalisation for 27.15% of tariff lines. However the share of duty free tariff
lines covered by the agreement with the EU was only 6.3% where 5.5% were al-
ready zero from the MFN tariff hence the agreement, in the first year gave duty
free access to the EU in only 0.73% of lines. For Israel we see that 8 years after
the agreement entered into force the tariff schedules have been substantially liber-
alised where 94.98% of tariff lines are duty free for imports from the EU (equating
to more than 37 percentage points above the duty free MFN schedule). Jordan’'s
agreement entered into force in 2002 and there does not seem to have been much
preferential liberalisation during the three years for which there is data for. The
unweighted MFN tariff stands at 14.28 whilst the EU preferential tariff is 13.76
and there is no difference between MFN duty free lines and EU preferential tariff
lines. For Morocco, 8 years after the agreement was put into force, the amount of
lines where there is a preference stands at 72.58% where many of these are zero as
seen in the last row. Tunisia, which was the first Mediterranean partner to put into
force an AA, shows how 63.75% of tariff lines are preferential with respect to the
EU 7 years after the agreement entered into force. However, the 39.19% in the

19 CASE Network Reports No. 89



Luc De WuIf (Ed.), Maryla Maliszewska (Ed.)

bottom line suggests that there is still some time to go till the agreement fully lib-
eralises ‘substantially all trade’.

Overall, the degree of tariff dismantling carried out by the MEDS5 countries ap-
pears to be relatively slow but is still in line with art XXI1V’s understanding of
‘reasonable amount of time' (i.e. around 8-12 years). In terms of the amount of
trade that has been liberalised, this varies considerably across MED5 countries.
Israel is the country which has undertaken the most preferential liberalisation with
94.98% of EU imports being duty free. Comparing this to Tunisia and Morocco
and bearing in mind a similar time span in the data, we see how these countries
show a much slower degree of liberalisation as Morocco only has 51% of tariff
lines completely duty free for the EU whilst Tunisia grants duty free access to the
EU in 39.19% of tariff lines.

Table6. Liberalisation of tariff schedulesof MED5 countries since AAs

Country (year of Egypt | srael Jordan M orocco Tunisia
implementation of | (2004) (2000) (2002) (2000) (1998)
AA) 2005 | 2004 | 2008 2005 2005 | 2008 2005
Av MFN 19.96 | 5.83 5.61 1428 | 29.52 | 24.08 | 31.70
Av EU 1941 | 136 1.42 13.76 | 20.08 | 11.97 | 18.01
Av Pref Margin 0.55 4.47 4.19 0.52 944 | 12.11 | 13.69

share of Lineswith
Preference margin
Share of Duty Free
MFN Lines

Share of Duty Free
EU Lines

Note. All tariffs are unweighted averages.
Source: Own calculations, Trains raw tariff data

27.15% | 41.10% | 38.33% | 6.63% |87.59% | 72.58% | 63.75%

5.50% | 54.67% | 57.12% | 38.28% | 0.13% | 16.60% | 15.00%

6.23% | 95.42% | 94.98% | 38.28% |40.32% | 51.00% | 39.19%

In parald to the AA liberalisation there has also been substantial liberalisation
in the region through the PAFTA agreement. This agreement, which came into
force in 1998, has liberalised near all tariff lines amongst its signatories (current
members include Egypt, United Arab Emirates (UAE), Bahrain, Jordon, Tunisia,
Saudi Arabia, Sudan, Syria, Irag, Oman, Palestine, Qatar, Kuwait, Lebanon,
Libya, Morocco, Yemen). Further to this agreement, the Agadir agreement has
sought to promote integration amongst some PAFTA member countries which
have signed AAs with the EU (Egypt, Jordan, Morocco and Tunisid). The degree
of implementation of this agreement, which entered into force in 2006, mirrors
that of the implementation of PAFTA where most signatory countries benefit from
near duty free access to each other’ s market.
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3.Analysis of Trade by
Geographical Origin and
Destination

Asagenera rule of thumb, and with regard to existing trends, countries that al-
ready show important pre-established trade links are more likely to create a wel-
fare enhancing FTA. These ‘natural trading partners already show bilateral com-
mercial interest and tend to have trade creating complementarities. Table 7 identi-
fies the distribution of exports by geographical destination for the MED countries.
Looking at the top pandl, which shows export flows for 2007, we see how intra-
MED exports are relatively small where they average less than 7% of total exports.
The Occupied Palestinian Territories appear to be an outlier to this trend with im-
portant export links to Israel”. Table 7 further shows how Turkey is the main des-
tination of intra-regional exports, but we still see that its share of total MED ex-
ports represents less than 2% of total exports from within the region. The countries
which export most heavily to the region, in terms of shares, are Lebanon, Syria,
Egypt and Jordan. Not surprisingly, there are pre-existing bilateral agreements
across these partners through PAFTA (1998) or the Agadir Agreement (2006).
Overall, the main destination of MED exports is heavily skewed towards the EU
which occupies just under 50% of total MED exports. NAFTA also appears as an
important destination of exports attracting around 18% of total MED exports. This
is more evident for the countries which have signed an agreement with the USA,
notably Israel and Jordan. When looking at imports, the bottom panel of Table 7
paints a very similar picture. Here we see little incidence of intraciMED imports
and observe how the origin of imports remains heavily skewed to the EU. Thereis
aso evidence of strong imports from the RoW grouping taking a 29% share and
ASEAN3 becoming a preferred origin of imports over the NAFTA region.

Overall, Table 7 suggests that the MED region’s natural trading partner is the

EU. In that respect and on the basis of current flows, the North-South FTA agree-
ments should be trade creating. However, there is little evidence of South-South

" Thisis due to transhipment of goods through Isral. It is important to note that this trade
link represents avery small fraction of intra-med trade.
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integration, and as a result the proposed South-South FTASs could have little wel-
fare impact, be this positive or negative. It is also worthwhile noting that Israel and
Jordan show important trade connections with the NAFTA region which are
probably the result of the preferential scheme operating between these partners. In
this respect, the agreement with the EU could cause some trade re-orientation
where the access of the EU in Jordan is matched to that of the US. This will be
less apparent in Israel asthe EU already enjoys duty free access to this market.

Table 7. Distribution of Trade 2007 (%)

©
© g S @ > ©
S f a3 8§l kg 22 2 g3
= 2 8 » 58§35 5 5558 5 5|3
< < L g S Qe [
EXPORT
Albania 00 01 00 00 0.2 00 00 00 00 00 0301
Algeria 0.0 04 00 20 05 03 05 03 25 19 12|07
Egypt 0.0 0.7 02 38 06 08|08
Isragl 0.0 00 00 00 16|08
Jordan 0.0 0.0 46 00 04|05
Lebanon | 0.0 0.0 32 00 04|03
Libya 00 0.0 17 46 0606
Mauritania| 0.0 0.1 01 01 00]01
Morocco | 0.0 1.0 19 11 07|07
Palestine |, ¢ 00 00 0000
Territory
Syria 00 00 13 0.0 47 86 00 03 00 0.7 05
Tunisia 00 01 08 00 03 05 0.0 06 0.0 0.3
Turkey 23 34 27 22 04 46 0.0 09 02 5. . 1.6
EU25 82.1 43.6 28.8 290 32 17.1 38.8 71.9 5.2 43.0 79.2 51.9|46.6
ASEAN3*| 26 43 76 7.0 59 47 58 28 01 06 05 21|36
GCC** 00 00 41 01 171 205 00 08 15 163 06 52|33
NAFTA 06 380 7.1 36.8 27.8 28 00 35 10 26 12 44183
RoW 124 8.7 40.2 24.1 30.7 315 55.1 175 0.2 137 88 29.3|21.4
IntraaMed | 23 5.4 123 3.0 153 234 0.3 35 920 238 96 7.1|69
ExtraMed |97.7 94.6 87.7 97.0 84.7 76.6 99.7 96.5 8.0 76.2 90.4 92.9|93.1
IMPORT
Albania 00 0.0 00 00 00 00 00 0.0 00 00 00|00
Algeria 0.1 14 00 00 01 01 25 00 06 16 12|09
Egypt 0.6 0.9 44 55 07 11 09 44 11 04|10
Isragl 03 00 0.0 1.1 00 00 00 735 00 00 06|10
Jordan 00 04 02 01 0.8 00 00 14 10 01 00|01
Lebanon (0.1 01 04 00 038 00 01 00 12 01 0101
Libya 00 00 07 00 00 O 00 03 00 08 34 02|04
Mauritania| 0.0 0.0 0.1 00 0.0 00 0.0 00 00 00 0.0]O00
Morocco |00 0.2 01 00 02 04 15 00 02 04 01|01
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©

S © L c = 9 o> ©

s 5 £8 § 2 §$ 8 8gsc 1 g

£ 2 P b 5 § 3 5 5gyg®d S 3|=

< < HE g S 0 - -
Pestine | s 59 00 00 02 00 00 00 00 00 00|00
Teritoy | 00 00 00 00 02 0 0 0.
Syria 00 01 05 00 27 22 00 01 00 0.3
Tunisa |00 08 01 00 00 0.1 06 06 00 0.2
Turkey |73 33 17 28 29 40 04 27 26 16

EU25 57.8 51.1 22.3 36.2 24.2 35.0 41.2 514 7.8 24.4 643 37.4|39.9
ASEAN3*| 8.2 17.3 12.0 135 195 10.1 132 10.0 9.3 168 7.0 153|14.2

GCC** 01 08 141 00 249 86 26 64 02 99 12 19|32
NAFTA 1.3 101 10.1 147 52 101 46 70 10 26 41 55|73
Row 24.2 148 36.3 325 139 22.7 351 179 33 34.2 139 36.9(29.6
IntraeMed | 84 58 53 3.1 123 135 34 74 784 122 95 31|58

ExtraMed |91.6 94.2 94.7 96.9 87.8 86.5 96.6 92.6 21.6 87.9 90.6 96.9|94.2

Note. Data should be read by columns.

* ASEAN+3: Brunei, Cambodia, China, Indonesia, Japan, Korea, Lao PDR, Malaysia,
Myanmar, Philippines, Singapore, Thailand and Vietnam. **GCC (Gulf Cooperation
Council): Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, United Arab Emirates.

Source: Own calculations, Comtrade.

Where a snapshot in time, as in the preceding analysis, shows us the current
level of integration, looking at changes in time can highlight existing trends which
may be amplified by increased participation in bilateral or multilateral agreements.
Table 8 looks at annual growth rates of MED country trade where we divide the
world into the main regional partners as in Table 7. The top panel of Table 8
shows us the annual growth rate of exports whilst the bottom panel looks at annual
growth rates of imports. One has to be a little cautious in the interpretation of the
values reported in Table 8 where these have to be compared to the pre-existing
shares of export noted in Table 7. High growth rates may be due to there being
very low trade between partners (which is the case for intraiMED trade). The
highest rate of annual growth of exports in the table relates to Palestinian exports
to the ASEAN + 3 grouping (in excess of 200%), from Table 7 we see that this
represents only 0.18% of total Palestinian exports in 2004. It is likely that trade
has grown from a very modest value to a modest value. Overall, the rate of growth
of total exports across MED countries appears to be relatively high (with the ex-
ception of Palesting) averaging over 13% annually during the period under inves-
tigation. Growth of exports to the EU has been highest for Albania, Algeria and
Turkey where we also see somewhat modest growth in Lebanon, Syria, Jordan and
Israel. The latter two have witnhessed much higher growth in exports to the
NAFTA region which could be a direct result from the established FTAs with the
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USA. There is aso evidence of important growth to the ASEAN3 and GCC re-
gions. Of further interest is the strong positive growth of exportsto MED partners.
Even though export values remain very modest (see Table 7) there is evidence of
high growth rates averaging 14% annually®. Palestine, Morocco and Egypt show
much lower rates of growth to the region. To the extent that a trade agreement can
magnify underlying trendsin export growth, it is possible that the growing trend of
intraaMED trade is amplified as aresult of the S-S agreement.

In terms of growth of imports we note a more irregular pattern with imports
from the EU growing most for Mauritania, Morocco and Turkey but falling rates
of growth for Egypt and Palestine and modest rates for Lebanon and Isragl. It is
also interesting to see that growth of imports from NAFTA appear to be lower
than those for the EU even for preferentia partners such as Israel and Jordan. The
ASEAN grouping shows strong growth as an origin of imports but the share in
total imports from this region in 2004 remains low at an average of 11%. Overall,
the growth analysis shows that trade with the EU remains important both as a des-
tination and an origin market. Furthermore, we perceive an important increase in
intracMED trade but this market continues to represent a very small share of total
exports. The growth of exports to the Row and to ASEAN3 and GCC suggests
some evidence of export destination diversification within the region.

From Table 8 we see how growth of exports to the EU by MED countries
seems to be smaller than the growth of exports to the world. Thisis not necessarily
surprising as most MED countries already benefited from duty free access to the
EU through previous preferential agreements. Furthermore, this is a period where
the rest of the world would have been liberalising considerably hence MED ex-
ports would have responded to this liberalisation. In terms of imports, we aso see
that the rate of growth of imports from the world is higher than that from the EU.
This could be explained by the slow implementation of the AA tariff dismantle-
ment®,

For some MED countries, the AA agreements have already entered into force
hence some of the trade effects of an agreement will have already taken place. It is
also important to acknowledge that previous unilateral preferences had been
granted to most MED countries during the 70s hence the shallow effects of closer
integration between the EU and MED countries will largely depend on the recip-
rocation of preferences of MED countries’ tariff schedules.

8 As a point of comparison, the average annua growth rate of world exports during the
period under investigation was near 9.5%.
® See annex to the appendix A.1 and A.2 for growth of tradein total and non-oil trade.
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Table 8. Annual Growth Rates of MED Country Trade by Origin/Destination 1996-
2006 (%)

| World | ASEAN+3| EU25 | MED | GCC | NAFTA| RoW

EXPORT

Albania 16.49 42.19 16.30 29.37 7.14 19.76
Algeria 17.24 22.47 15.17 22.07 41.01 24.04 12.68
Egypt 13.71 12.88 10.91 8.71 14.36 9.24 24,97
Israel 8.09 4.65 5.81 12.96 24.02 10.22 9.11
Jordan 16.40 4.02 412 18.30 10.63 73.35 12.49
L ebanon 16.61 27.20 2.18 18.75 10.81 5.48 31.92
Libya

Mauritania| 9.28 22.42 9.69 52.73 -15.73 -14.84
Morocco 9.23 -3.22 10.75 2.30 2.74 4.65 9.82
Palestine 1.01 200.11 16.30 0.83 -8.07 103.25 51.21
Syria 10.79 18.82 3.39 24.75 16.06 32.13 20.37
Tunisia 8.31 2.10 8.15 10.72 4.69 13.97 7.82
Turkey 14.24 8.49 14.51 11.70 16.54 12.40 15.57
MED 13.16 7.20 12.63 14.00 17.84 14.49 13.94

IMPORT

Albania 15.55 73.49 11.98 21.64 44,18 21.18 32.53
Algeria 10.29 17.43 8.93 12.55 13.22 1.86 -0.05
Egypt 2.24 4.86 -3.80 22.50 12.85 -4.28 0.37
Israel 5.04 10.56 1.68 13.50 37.32 0.44 0.30
Jordan 14.16 17.46 8.91 24.90 41.42 5.43 4.85
L ebanon 3.53 7.50 0.82 6.50 16.78 -2.79 5.78
Libya

Mauritania| 35.29 27.19 21.37 15.47 38.39 19.85 55.71
Morocco 10.82 16.30 9.98 12.94 14.99 2.82 5.95
Palestine 5.24 14.34 -3.92 5.79 66.88 2.53 9.59
Syria 18.95 16.42 3.49 34.69 26.34 1.19 30.62
Tunisia 6.84 11.37 5.74 9.10 13.95 161 4.36
Turkey 12.21 17.70 9.12 10.89 6.13 461 7.11
MED 9.92 15.60 6.88 16.01 15.80 1.89 2.75

Source: Own caculations from Comtrade. Values for; Jordan: 97-06; Lebanon: 97-05;
Mauritania: 00-05; Palestine Territories: 00-06; Syria: 00-06.
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4.Decomposition of Trade by
Sector

This section looks at the evolution of export and import patterns in the MED
region and across the MEDS5 partners at a finer level of disaggregation. Here we
are concerned with capturing changes in broad sectoral trading patterns across
time where we choose the initial period of analysis to match the beginning of the
Barcelona process. These changes in time are interesting both from a structural
organisation perspective and in terms of identifying the effects of closer integra-
tion and should be considered with the results reported in section 2 of this chapter.
Table 9 shows the evolution of MED trade with the world from 1996 to 2006. The
importance of minera fuels becomes directly apparent where this sector occupies
athird of total exports of the region to the world. In 2006, there is an important
risein the share of this sector in total trade which appears to be driven by increases
in oil prices. This effect masks the important export growth in manufactures which
sees steady rises during this period. T&C exports are comprised within these
manufacturing categories - appardl lies in the sector heading ‘Miscellaneous
manuf’ and textiles in the ‘Manufactured goods' category. In terms of imports,
these tend to be concentrated in the ‘ machinery and transport equipment’ and the
‘Manufactured goods' categories and have shown significant increases in volume
in time. The decrease in these shares throughout the sample period is due to the
sharp increase in imports of ‘ Chemical products’ and ‘Minera fuels'.

Table 9. Evolution of MED tradeto theworld by SITC categories 1996-2006 (%)

Product Name | 1996 | 1998 | 2000 | 2002 | 2004 | 2006
EXPORTS
Animal/veg oil/fat/wax 0.45 0.39 0.30 0.16 0.53 0.46
Beverages and tobacco 0.78 0.79 0.47 0.47 0.39 0.31
Chemicalg/products n.e.s 6.60 7.73 6.47 6.88 6.54 6.21
Commodities nes 2.68 3.23 1.68 2.01 1.29 1.35
Crude mater.ex food/fuel 4.29 4,53 3.39 311 3.06 2.86
Food & live animals 8.51 8.35 5.91 6.63 5.93 5.07
Machinery/transp equipmt 10.01 | 1357 | 1462 | 1451 | 16.07 | 1549
Manufactured goods 16.13 | 1848 | 17.66 | 19.26 | 19.30 | 16.40
Mineral fuel/lubricants 3272 | 2255 | 32.77 | 28.09 | 30.13 | 38.81
Miscellaneous manuf arts 17.82 | 20.39 | 16.73 | 18.87 | 16.76 | 13.06
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Product Name | 1996 | 1998 | 2000 | 2002 | 2004 | 2006
IMPORTS
Animal/veg oil/fat/wax 141 154 0.92 117 1.07 0.94
Beverages and tobacco 1.08 1.26 1.06 0.85 0.67 0.56
Chemicals/products n.e.s 1041 | 11.08 | 1049 | 11.70 | 12.03 | 11.72
Commodities nes 1.23 1.76 2.20 2.50 211 1.88
Crude mater.ex food/fuel 4.32 3.98 3.90 4.16 4.35 4.43
Food & liveanimals 9.85 8.77 7.87 8.56 6.97 6.34
Machinery/transp equipmt 36.24 | 37.48 | 38.33 | 3397 | 36.07 | 33.76
Manufactured goods 2254 | 2155 | 21.05 | 22.88 | 21.96 | 21.65
Mineral fuel/lubricants 4.02 3.32 5.51 5.10 6.54 | 10.55
Miscellaneous manuf arts 8.89 9.25 8.67 9.11 8.23 8.18

Source: Own calculations, Comtrade (mirror flows).

Table 10. Evolution of MED tradeto the EU by SITC categories 1996-2006 (%)

Product Name | 1996 | 1998 | 2000 | 2002 | 2004 | 2006
EXPORTS
Animal/veg oil/fat/wax 0.54 0.38 0.29 0.12 0.64 0.63
Beverages and tobacco 0.39 0.40 0.30 0.33 0.28 0.24
Chemicalg/products n.e.s 444 5.18 4.50 4.70 4.39 3.85
Commodities nes 3.46 3.77 0.35 0.42 0.34 0.32
Crude mater.ex food/fuel 4.10 4.26 3.08 2.83 2.70 254
Food & live animals 8.02 7.93 543 6.14 5.84 5.15
Machinery/transp eguipmt 7.87 1161 | 1194 | 1435 | 1756 | 17.21
Manufactured goods 10.78 | 1355 | 12.34 | 1291 | 1324 | 11.38
Mineral fuel/lubricants 38.13 | 27.08 | 4157 | 34.82 | 33.94 | 4227
Miscellaneous manuf arts 2226 | 2582 | 2019 | 2337 | 21.07 | 16.41
IMPORTS
Animal/veg oil/fat/wax 0.63 0.92 0.54 0.46 0.34 0.12
Beverages and tobacco 0.72 0.79 0.76 0.81 0.74 0.78
Chemicalg/products n.e.s 12.02 | 1316 | 1251 | 1472 | 1451 | 14.78
Commodities nes 1.18 1.42 2.46 2.98 2.68 2.37
Crude mater.ex food/fuel 3.47 2.75 244 281 2.74 342
Food & live animals 6.83 6.82 5.64 5.69 4.44 4.23
Machinery/transp eguipmt 40.15 | 41.11 | 4298 | 3846 | 42.73 | 42.34
Manufactured goods 24.06 | 22.03 | 20.63 | 22.36 | 20.25 | 18.68
Mineral fuel/lubricants 2.10 1.84 3.56 242 3.47 5.19
Miscellaneous manuf arts 8.83 9.15 8.47 9.30 8.10 8.08

Source: Own calculations, Comtrade (mirror flows).

It is also worthwhile considering how patterns of trade have evolved with re-
spect to the EU. In Table 8 we saw how the annual growth of trade with the EU
was significant both at the export and import level, Table 10 looks at this evolu-
tion for the MED region according to SITC categories. Exports to the EU continue
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to be driven by mineral fuels where the increasing share in 2006 is driven by the
ail price effect. Most notable from Nable 10 is the sharp rise in exports of ‘Ma-
chinery/Transport equipment’ and the levelling off of exports in ‘Miscellaneous
manufactures'. In terms of imports, the ‘Machinery and transport equipment’ sec-
tor remains most important with an average share of 40% of total imports from the
EU with ‘Manufactured goods' taking about afifth of total imports from the EU.

We aso consider the evolution of trading structures of the MED5 countries,
again with respect to the world and to the EU. Table 11 compares shares of trade
according to SITC categories for 1996 and 2006 across the MEDS focus countries.
Firstly, we notice little commonality across MED5 exports to the world in 1996
where Morocco mainly exports ‘Miscellaneous manufactures and ‘Food & Live
Animals whilst Egypt’s main exports are in ‘mineral Fuels and ‘Manufactured
goods'. Isradl’s main export sectors are ‘Manufactured goods and ‘Machinery/
transport Equipment’ where Jordan exports mainly ‘Chemicals and ‘Crude Mate-
rid’. Tunisia on the other hand primarily exports ‘ Miscellaneous Manufactures' and
‘Chemicals’. In 2006 these patterns remain for Morocco, Egypt and Israel where
there are important changes in Jordan and Tunisia. The latter sees significant in-
creases in exports of ‘Machinery/Transport Equipment’ and the former shows in-
creased specialisation in ‘Miscellaneous Manufactures . Looking at imports, ee-
ments of commonality appear across partners where most imports are concentrated
in the ‘Machinery/Transport Equipment’ and the ‘ Manufactured Goods' sectors.

Table 11. Structure and Evolution of Trade of M ed-5 with theworld 1996 and 2006 (%)

Product Name 19% 2006
MAR|EGY | ISR [JOR|[TUN |[MAR|EGY | ISR [JOR|TUN
EXPORTS
Animal/veg 092|008 | 003|017 |281| 114|010 | 002 | 041 | 577
oil/fat/wax

Beverag. and tobac. | 0.14 | 0.15 | 0.07 | 0.26 | 0.12 | 0.13 | 0.21 | 0.05 | 0.19 | 0.26
Sgesm'campmd“‘:ts 13.78| 2.71 | 13.23|39.37| 11.34| 10.42| 6.48 | 17.53|28.87| 7.29
Commoditiesnes | 0.23 | 0.79 | 1.55 | 0.99 | 0.14 | 0.76 | 1.34 | 2.15 | 3.86 | 0.12
Crude mater.ex 10.42| 3.76 | 353 |28.90| 257 | 9.77 | 401 | 211 | 881 | 2.03
food/fuel
Food & live animals| 25.14| 8.32 | 5.71 | 12.46| 3.79 | 20.37| 7.94 | 357 | 5.75 | 3.41
gﬂqﬂfg'r;‘tery/tra”q’ 823 | 2.18 |25.97| 5.34 | 859 |19.97| 453 |24.26| 5.72 | 21.53
Manufactured
goods
Mineral
fuel/lubricants
Miscellaneous
manuf arts

4.97 |14.30|36.06| 5.62 | 6.46 | 4.21 | 20.47|36.83| 6.16 | 7.99

0.86 [56.48| 0.74 | 1.98 | 9.46 | 2.92 |46.41| 2.43 | 0.00 [12.30

35.31|11.23|13.11| 4.92 |54.72|30.32| 8.49 |11.05|40.23|39.30
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Product Name 1996 2006
MAR|EGY | ISR | JOR|[TUN [MAR|EGY | ISR [JOR|TUN
IMPORTS
Animal/veg 219 | 265|021 | 264|162 (111|175 0.16 | 1.66 | 1.40
oil/fat/wax

Beverag. and tobac. | 1.14 | 0.77 | 058 | 0.71 | 0.59 | 0.37 | 0.67 | 0.39 | 1.00 | 0.40
ggi“'ca'gpmd“ds 11.09|10.26| 857 |12.33| 8.24 | 8.97 |10.66|10.83| 8.38 | 9.44
Commodities nes 051094 (211|134 |071|123|303|205|153|101
Crude mater.ex 549 | 464 | 1.93 | 258 | 3.96 | 3.61 | 6.99 | 1.74 | 1.32 | 2.80
food/fuel
Food & live animals| 11.05|15.59| 5.31 | 18.14] 6.69 | 7.12 | 11.31| 4.48 |10.22] 6.05

gﬂqifmfry/“ans‘o 28.91|37.28|35.97|33.55| 29.55| 31.75| 31.15| 29.89| 28.80| 31.53
Manufactured
goods
Minerda
fuel/lubricants
Miscellaneous
manuf arts

Source: Own calculations, Comtrade (mirror flows).

26.36(16.79|31.63|19.97|31.19|22.10| 17.49| 33.58 | 16.63 | 26.03

509 (137 | 325|067 | 475 |1454/10.24| 7.04 |22.04|10.63

8.17 | 9.71 |10.44| 8.07 |12.69| 9.18 | 6.72 | 9.85 | 8.41 |10.72

Similarly, Table 12 maps the evolution of trade across the MED5 countries in
relation to the EU market for 1996 and 2006. Here there are very similar patterns
to those reported with the world in the previous table. Some differences are appar-
ent in Jordan’s export structure to the EU where the ‘crude material’ sector re-
mains strong both in 1996 and in 2006 and where ‘ Chemicals' take athird of total
exports to the EU. Again, this has to be viewed in the context of Table 7where the
share of exports to the EU is low and hence the changes in shares can be more
pronounced. In terms of imports, we see how these are generaly in the *Machin-
ery/Transport equipment’ sector and the * Manufactured goods' sector.

Table 12. Structure and Evolution of Trade of Med-5 with the EU 1996 and 2006 (%)

Product Name 1996 2006
MAR|EGY | ISR | JOR | TUN |[MAR|EGY | ISR | JOR | TUN
EXPORTS
Animal/veg 1.01 | 0.10 | 0.03 | 0.01 | 3.18 | 1.30 | 0.03 | 0.03 | 1.89 | 1.30
oil/fat/wax

Beverag. and tobac. | 0.17 | 0.03 | 0.07 | 0.94 | 0.11 | 0.16 | 0.07 | 0.08 | 0.08 | 0.16

ﬁre‘e;“'ca'gpmd“c"s 8.08 | 1.48 [16.01|22.76| 575 | 3.90 | 6.04 | 19.28|30.94| 3.90
Commoditiesnes | 0.08 | 0.0 | 0.41 | 0.19 | 0.04 | 0.98 | 0.90 | 0.98 | 3.45 | 0.98

Crude mater.ex 764 | 297 | 654 |3558| 2.03 | 6.75 | 2.81 | 3.84 |21.99| 6.75
food/fuel
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1996 2006
MAR|EGY | ISR |JOR |[TUN |[MAR|EGY | ISR |JOR |TUN
Food & liveanimals| 22.59| 5.64 |11.05| 4.96 | 3.32 |22.43| 545 | 8.96 | 5.10 |22.43

Product Name

gﬂqi‘i:;:;‘tery/”mp 0.19 | 2.49 |23.32|18.88| 9.34 |17.63| 3.33 | 23.81|11.27|17.63
g"oiré‘fa‘:t”red 503 [14.13|27.66| 491 | 5.21 | 422 [17.33|25.49|12.94| 4.22
Mineral

. 0.68 [65.29| 1.06 | 1.48 | 9.75 | 2.32 |55.95| 5.86 | 0.00 | 2.32
fuel/lubricants

Miscellaneous

4552| 7.79 |13.85|10.29|61.27|40.31| 8.10 |11.67|12.35|40.31

manuf arts

IMPORTS
Animal/veg 1.18|045| 023|078 | 1.23 | 017 | 014 | 0.17 | 0.10 | 0.27
oil/fat/wax
Beverag. and tobac. | 0.68 | 0.69 | 0.50 | 0.93 | 0.23 | 0.45 | 1.03 | 0.73 | 1.74 | 0.35
Sgeé“'ca'gpmd“ds 10.89|13.81|11.22|15.36| 8.38 |10.16|16.73|15.76|12.63| 9.25

Commoditiesnes | 0.45 | 1.25 | 1.11 | 1.15 | 0.69 | 1.58 | 456 | 1.93 | 1.88 | 1.12
Crude mater.ex 390 | 468|132 | 186303390 733|190 133|222
food/fuel
Food & live animals| 5.56 | 9.35 | 3.72 | 9.75 | 2.91 | 4.47 | 5.45 | 4.02 | 7.10 | 2.91
gﬂqﬁ?gmfry/”mp 33.00(47.07|32.42| 44.86| 31.31| 36.29| 41.87| 33.27 | 54.43| 33.47
Manufactured
goods
Mineral
fuel/lubricants
Miscellaneous
manuf arts

Source: Own calculations, Comtrade (mirror flows).

31.92|14.60|38.84|17.39|34.18|24.29|13.41|30.58| 8.77 | 27.55

2791441 062|040 | 375|994 | 298 | 2.65 | 0.26 |10.80

9.63 | 6.64 |10.03| 7.51 [14.29| 8.75 | 6.48 | 8.99 |11.76|12.04

To the extent that the welfare effects of a preferential agreement are likely to be
concentrated in the sectors where large shares of trade coincide with high tariffs,
we compare the results obtained in Table 11 and Table 12 with those in Table 5
from section 2. Consider the tariff structure reported for Tunisiawhich appeared as
the most protected economy across the MED5 countries. Tariff barriers to trade
were highest in primary products but they also remained relatively high for manu-
facturing industries. In this instance, the low shares of imports in primary product
sectors imply that even though the magnitude of the welfare effects could be high,
the incidence of trade creation or trade diversion in this sector should be low. In
terms of manufactures, these sectors have high tariffs and show strong concentra-
tion of trade which implies that the adverse effects, arising from a preferential
agreement, are likely to be concentrated in the ‘ Miscellaneous Manufactures and
the ‘Manufactured Goods sectors. Similarly for Israel, low tariffs indicate that
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welfare effects, be these positive or negative, will be very low and will be concen-
trated in the * Miscellaneous Manufactures’ sector. For other MED5 countries wel-
fare effects could arise in ‘Machinery Equipment’ for Jordan, Egypt and Morocco
and to alesser extent on ‘Manufactured goods'.

The scope for trade diversion can also be examined by looking at the similarity
in composition of imports from preferential partners to those of non-preferential
partners. If a country is importing similar products from non-preferential partners
as those from a proposed preferentia partner then there is a possibility of causing
trade diversion as you may be giving the preferential partner a discriminatory
‘edge’ over non-preferential partners. If costs structures vary across these and the
preferential partner is not the least cost producer, then trade diversion is more
likely to result. The magnitude of this effect will invariably depend on the size of
the remaining tariff on non-preferential patterns which as we have seen in previous
sections tends to be high for most MED5 countries (except Israel). To look at this
proposition we consider degrees of similarity by way of the Finger-Kreinin indica-
tor'. This index essentially captures the minimum share of trade, by tariff line,
and then gives us an aggregate measure of the similarity of composition of trade
between two partners. The FK ranges from zero to one, where an FK of zero im-
plies that there is no overlap whatsoever in the shares of trade between two coun-
tries. Similarly, if the indicator is 1, then the two countries under investigation
have identical shares of trade. As a point of reference, the FK index of export simi-
larity between EU and US exports to the world stands at 0.61, which implies that
61% of their exports overlap™. This is considered high. At the other end of the
spectrum, the FK index of export similarity between what the EU and the Central
African region export to the world is 0.08 which is considered as being quite low.
Table 13 uses the FK indicator to consider various facets of trade diversion ac-
cording to N-S and S-S agreements.

We firstly look at the degree of similarity across MED country imports from
the EU and imports from the rest of the world (RoW). Here the RoW category
subtracts imports from other MED partners and the EU from total imports. This
allows us to look at possible trade diversion arising from the N-S agreement (row
(2) in the table). Secondly, we also look at MED partner imports from the MED
region and compare this to MED partner imports from the Row (where the RowW
grouping also excludes the EU and MED partners). This then allows us to ook at

% The F-K index of export similarity between country m and n can be defined, in general,
& FK, A = Zmin(gim,gin). Where 6, and ¢, arethe share of exports from country min

product i and the share of exports from country nin product i, respectively.
" Thisvalueis caculated at the HS 6-digit level.
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trade diversion that might be caused from S-S preferential liberalisation (row (2)
in the table). Thirdly, we look at trade re-orientation which occurs when a new
preferential partner matches the preferences that were previously granted to an-
other preferential partner. For instance Israel has a pre-established agreement with
the USA. Extending preferences to the EU is likely to re-orient imports patterns
from the US to the EU, the potentia for which can be investigated by looking at
the degree of similarity in imports from each source (row (3) in the table).

Table 13 firstly suggests that there is some potentia for trade diversion arising
from the N-S agreement which would primarily occur in Lebanon, Israel, Egypt,
Mauritania and Algeria. With regards to trade diversion as aresult of a S-S agree-
ment, structures in 2006 suggest that individual MED countries import different
bundles of products from the region than from non-preferential partners which in
turn suggest that there is little scope that a S-S agreement will be trade diverting.
For Israel and Jordan which have agreements with the US, there appear to be some
similarities in what these countries import from the EU and from the US but these
are however small and hence should lead to small trade-reorientation effects. In
the case of Morocco, the EU AA preceded that with the US hence any trade re-
orientation should remove previous trade diversion caused by the AA. Our meas-
ure of similarity suggests that this effect should be very small as Morocco imports
very different goods from the US than from the EU.

Table 13. FK indicator s of similarity (2006)

(1) Potential Trade | (2) Potential Trade | (3) Potential trade
Diversion (N-S) Diversion (S-9) re-orientation
MAR 0.291 0.127 0.140
ALB 0.349 0.209
DZA 0.391 0.259
EGY 0.413 0.275
ISR 0.446 0.192 0.310
JOR 0.252 0.171 0.334
LBN 0.519 0.253
LBY 0.299 0.174
MRT 0.395 0.125
PSE 0.174 0.087
SYR 0.349 0.299
TUN 0.309 0.244
TUR 0.411 0.158

Source: Own calculations, Comtrade (HS 6-digits).
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5.Disaggregated Analysis of
Exports

In this section we look at exports at higher levels of disaggregation, firstly to
identify top exports in the region and their degrees of comparative advantage and
secondly to determine the degrees of similarity in export structures across the
MED region which should allow us to grasp the scope for trade creation.

5.1. Analysisof top exports

In this section we dig a little deeper into export patterns in order to provide a
better understanding of the main export products in the region and how these have
evolved over time. We do so by considering trade at a more disaggregated level.
Table 14 looks at the top 15 exported products of the MED region (discounting
petroleum product (i.e. chapter HS 27)) to the world in 1996 and then investigates
how these same 15 sectors are performing in 2006. Here we also calculate indica
tors of revealed comparative advantage (RCA) and see how these have evolved.
We do this to determine if there is any evidence of diversification in exporting
structures in time during the last decade of liberalisation. The importance of the
textile and clothing sector becomes directly evident from this table where it occu-
pies 6 of the top 15 sectors identified. Further to this, non-industrial diamonds
appears as the top export sector in both 1996 and 2006 where this is driven by
important Israeli exportsin this category. The remaining sectors are predominantly
in primary goods categories. Overall the share of the top 15 sectors dropped from a
little less than 30% of total exports to the world in 1996 to 20% in 2006. This
shows some prima facie evidence of diversification in MED exporting structures
during the last decade. Table 14 further shows how top exports follow strong
comparative advantages both in 1996 and, to alesser degree, in 2006.
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Table 14. Top 15 MED Export Sectorsto theworld 1996 and 2006 (%)
1996 2006 | 1996 | 2006

O
HS6 0 ) < 8|x8|E8
digit |Description 22213 S| 319456 "8’7“5
code S X[ S| x| x| |53 68383
= = EalcH| A
o |0 |©
Non-industria :--
710239 | 1 iemondd) 906 (247011201154 -26|-14 | -47
Trousers, bib and brace
620842 | OIS 2434|1422 |87|76|-10]|-13]-11
611020 | OF cotton (Jerseys, 200230091194 43|-11]-12]-50
Pullovers...)
280920 | Phosphoricacidand | 4 g | 11| 08| 03 | 475|286/ -11 | -07 | -189
polyphosphoric

610910 | Of cotton (T-shirts) 18(24|20|34|188|94| 02| 10| 06
Non-industria :-- Un-
710231 worked (diamonds) 1415|1512 |29 |47 | 01 |-03]| 18
Trousers, bib and brace
overdls, b

Of precious metal

620462 1216|1522 |77 | 77| 03| 06 | 00

711319 11[03|08|04|43|32|-03] 01 |-11
whether or not pl

030759 | OCtOPUS (Octopus 14 1 | 53 | 03 | 03 456|245 -08 | 00 |-212
spp.) :-- Other
Tobacco, not

240110 | o e 10|05|03| 03 [27.1|195| 07| -02 | -7.6

251010 |Unground (calcium 1 4 5 | 09 | 05 | 0.3 | 507|479 | -05 | -06 | -2.7
phosphate)

ogozz2 |Hezeinutsorfilberts 14 o\ 131 05| 07 644|431 -04 | -06 |-213
(Corylus spp.

620520  Of cotton (Shirts) 0913|0507 |54 | 50 | 05| -06 | -03

520100 | COMON: notcarded or | g8 | 58 1 03| 01 | 4.1 | 24 | -05|-06| -17
combed.

851790 | Parts (telephony) 07/05/04]03| 20| 13|-03]|-02]|-07

Tota 27.6|20.4|18.7| 146

Average 206150 -06 | -04 | -56

Source: Own calculations, Comtrade (mirror flows). Chapter 27 removed.

Where Table 14 looked at top 15 exports to the world in 1996, and looked at
how these performed in 2006, Table 15 shows the top 15 exportsin 2006 and then
looks at how these were performing in 1996. Comparing Table 14 and Table 15
there is a discernable change in exporting structures with a move towards more
industrial activities, mainly in the motor vehicle industry where in 2006, we see 3
motor vehicle sectors (HS-87) in the top 15. It is important to note that these sec-

CASE Network Reports No. 89 34



ECONOMIC INTEGRATION IN THE EURO-MEDITERRANEAN REGION

tors represented a very small share of total exports in 1996 and thus are purely
nascent sectors in which the MED area has developed important comparative ad-
vantages'. Of particular relevance is sector 870421 (which is that of motor vehi-
cles for transport of goods, not exceeding 5 tonnes). This sector showed a strong
revealed comparative disadvantage in 1996 which has been turned to a strong re-
vedled comparative advantage in 2006. Further analysis reveals that this effect is
pertinent only to Turkey who has developed a strong Motor Vehicle sector during
the last decade. The T-shirt sector has also positively evolved in terms of shares
and comparative advantages since 1996. Overall, MED export patterns seem to
have changed towards higher value adding activities where in Table 14 top exports
were concentrated in the T&C, and primary products categories, in 2006, there
seems to be more industrial activity in the motor vehicles sector, pharmaceuticals,
and electronic apparatus.

Table 15.Top 15 MED Export Sectorsto the World 2006 and 1996 (%)
2006 1996 | 2006|1996

g ©|D o S ©
HS6 ) a) TIREILE
digit |Description 212122133 %25 “8’3@
code S X |3 | x| e|lx|g3/83|c8
x x = N CcN| S N
o |0 |©
Non-industria :--
710239 | oy iomonds) 701119624 (154|201 -26|-14 ] -47
610910 | Of cotton (T-shirts) | 2.0 | 3.4 | 1.8 | 2.4 | 94 | 88 | 02 | 1.0 | 06
852812 | REception apparalus | 1 g 1 34| 05| 07| 29 | 12 | 13 | 23 | 17
for television,
300490 | Other (medicaments) 17/05/04]101|/09|05|14|04)| 04
Trousers, bib and brace
620462 OIS 15|22|12|16| 77|77 03] 06| 00
710231 | Novindustrial = Un- 1y oy 5 19 4l 95| 47 | 20 | 01 |03 18

worked (diamonds)
Trousers, bib and brace

620342 14|22 |24|34| 76|87 |-10]-13]-11
overdls, b

g70323 | Other vehicles with 1) 31 4 21 01 1 02| 07 | 02| 22 | 15 | 06
spark-ignition

870427 | Other, with com- 12/20/00/00| 33|00/ 12|20 33

pression-ignition in
Containing indenta-
tions, ribs, groo
Other vehicles, with
compression-ig

721420 11{09|05|00|123|105| 06 | 0.8 | 1.8

870332 10{18(0203|10| 03| 08| 14| 07

12 Subsequent MEDS analysis should reveal the origin of this nascent industry
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2006 1996 | 2006|1996

O
HS6 ) ) x8|x& T8
digit | Description 221212188 | %% b
code S| x|3| x| x| x|58&83/&S
= = SRleN|£R
o |0 |©
Of cotton (Jerseys,
611020 | b 0vers.. ) 09[11]20]23|43]94|-11]-12]-50
711319 | Of Precious metal 08|04[11]03|32]|43|-03|01]-11
whether or not pl
280920 | Phosphoricacidand | g g | o3| 98|11 (286|475 -11|-07 |-189
polyphosphoric
854430 | |gNUONWINING Sets | o 1941 0711|3930 01| 04| 08
and other wiri
Total 247(22.9]23.0| 236
Average 71183| 01|04 ]-13

Source: Own calculations, Comtrade (mirror flows), Chapter 27 removed.

Table 16 then looks at how top exports to the EU have evolved in time. Here
we use the same exposition as above but we rank the products according to a de-
creasing share of exports to the EU. This exercise allows us to compare products
across destinations (by comparing with Table 14 and Table 15), to determine
whether there is any evidence of differences across top exports according to desti-
nation. From Table 16 we see how exports to the EU are mainly occupied by T&C
products much like in Table 14, with other primary material taking important
shares as well. There is also evidence of diversification of export structures from
1996 to 2006, where the MED region appears to have adapted to changing condi-
tions. Most top 15 export products in 1996 have shown decreasing shares and
comparative advantages in 2006 with notable exceptions in ‘ T-shirts', ‘unworked
diamonds’, and ‘trousers. These sectors have shown increases in comparative
advantages and corresponding increases in export shares.

Table 16. Top 15 MED Export Sectorsto the EU 1996 and 2006 (%)

1996 2006 [1996]2006] 5 |= |
wei=8108
riSo o a $8Ix8|E8
digit | Description D12 (2123818884084
code x| S| x| || |8R53 &
X X c SH T
(@) O @)
620342 | Trousars, bibandbrace| o /| 5 1 55 | 14| 87 | 76 | -13 |10 -11
overdls, b
Non-industria :--
710239 | oy iamonds) 24196|11|70(201|154|-14|-26| -47
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1996 2006 [1996[2006] 5 |z | <
W © ;@ O Y
HS6 A A x3|x8|lxs
digit |Description 21222 S| S N %g O
code x| 2| x| 3 || |83 5383
P X c J:H T
(@) O ©)
610910 | OF cotton (T-shirts) | 2.4 | 1.8 | 34| 20| 88 | 94 | 1.0 | 0.2 | 06
611020 | OF cotton (Jerseys, 23[20(11/09|94|43]|-12]-11| 50
Pullovers...)
Trousers, bib and brace
620462 | /0 S5 1612|2215 77|77 06| 03] 00
Non-industria :-- Un-
710231 || o (dimondg | 15 | 14| 12| 15| 29 | 47 | 03| 01 | 18
080222 |Hazelnusor filberts | 4 31 4 | 07| 05 | 64.4|431 ] -06 | -04 | -21.3
(Corylus spp.
620520 | OF cotton (Shirts) 13/09/07| 05|54 | 50| -06|-05] -03
854430 | |gNUONWININg Sets | 44 1 571 14 08| 30|39 04| 01| 08
and other wiri
620640 | Of man-madefibres |, 41 521 631 02 [ 81 | 58 |-08]-05] -24
(blouses)
280020 | Phosphoricacidand | ) 1 1981 03| 08 | 475|286 -07 | -1.1 |-189
polyphosphoric
080510 | Oranges 10/07/02]03[131] 98| -08|-04 | -33
611030 | Of man-madefibres 1 o1 ool 06l 05| 32 | 33 |-03]-02] 01
(Jerseys, Pullovers...)
420310 | Articles of apparel 09|06|03|02|64/45]|-06|-04]-19
(leather)
251010 | Ynground (calcium 1 061951 03| 05 |507|47.9| -06 | -05 | -2.7
phosphate)
Total 26.2|23.1|18.4]16.0
Average 173]134)| -05| -05| -39

Source: Own calculations, Comtrade (mirror flows), Chapter 27 removed.

We also consider how the top 15 exports in 2006 were behaving in 1996. Table
17 maps this evolution. Here we see similarities with Table 15 where the MED
areais specialising in more value adding exports. Of particular interest is the rise
in the automotive sector with 5 sectorsin the top 15 exports to the EU in 2006, and
aso how these sectors have developed strong comparative advantages. Where
Table 15 appeared to show more diversification in total top 15 exports in 2006,
Table 17 can easily group MED exports to the EU in two main categories, exports
of motor vehicles and exports of T&C. Differences across Table 15 and Table 17
could imply either differences in demand (preferences), or possibly differencesin
market access to the EU.
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Table17. Top 15 MED Export Sectorsto the EU 2006 and 1996 (%)

2006 1996 [2006[199%|5 |= | <
wme|lz9loe
HS6 o) a) IFEIEE
digit |Description e R 1S 15e8e 5o
code x| S| x| || |83g3/8&3
x x c N R NS N
(@) O o
610910 | Of cotton (T-shirts) 34|20 24|18| 94| 88| 10| 02 | 06
852812 | REception apparatus | 3 | 18| 07 (05| 29 | 12| 23| 13 | 17
for television,
620462 | Trousars, bibandbrace| o, | 15| 161 12| 77|77 | 06 | 03 | 00
overdls, b
620342 | Trousars, bibandbrace| o | 4 41 34 04| 76| 87 | -13|-10] -1
overdls, b

Other, with compres-

870421 | Other, with cc 20|12]00]00|33|00| 20| 12|33
Slon-lgnltlon n

g70332 | Other vehicles with 1, o1 1 51 931 02| 10| 03| 24 | 08 | 07
compression-ig

870323 | Other vehicles with 1 o1 4 31 051 01| 07 | 02| 15 | 1.2 | 06
spark-ignition
Ignition wiring sets

854430 | 1 M 14|08[11]07|39|30|04]|01] 08

710231 | Nomvindustrial :-Un- 1 o |y g5 94| 47 | 20 | 03] 01 | 18

worked (diamonds)
Of cotton (Jerseys,
Pullovers...)
Other vehicles, with
compression-ig
Non-industria :--
710239 Other (diamonds) 11|70(24|96|154|201|-14 | -26 | -4.7
840999 | Other (parts engines) 090602012508 | 07| 04| 18
Other parts and acces-

611020 11(09|23|20|43 |94 |-12|-11|-50

870331 11/07(00(00| 42|00 | 11|07 | 42

870899 T 09(06|04|03|06|03|06| 03| 04
sories :-- Oth

150910 | Virgin (Olive ail) 09|/06|06|05|115|/81| 03| 01| 34

Total 24.7(22.7|17.2| 20.6

Average 53148 05]01] 06

Source: Own calculations, Comtrade (mirror flows) Chapter 27 removed.

It is important to note that this MED region analysis may be driven by the big
partners in the region where Turkey and Israel may dominate the effects and over-
shadow the other MED countries evolution of trade both to the EU or to the world.
To compensate for this generalisation, we now look at specific sectors which have
been present in the above analysis and look at how they have been performing in
the individual MED countries.
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5.1.1. Textileand Clothing

The textile and clothing sector is one which occupies much of MED trade. The
analysis in section 4 aggregated this sector into different manufacturing categories
whilst in the previous section it appeared as an important export sector for the
MED region as awhole. In this section, we look at T& C exports across individual
MED partners. Table 18 shows the evolution of the importance of total T&C ex-
ports by MED country firstly with respect to the world and secondly with respect
to the EU. The first panel shows total exports of T&C by value and also the share
of these in total world trade. In the second panel, we look at the value of T&C
exports to the EU and the shares of these in total exports to the world. It is impor-
tant to bear in mind that the T& C sector represents 6.7% of total world exportsin
1996 and 4.5% of total world exports in 2006 and that this decline in importance is
not due to falling levels of trade but rather to increasing levels of world exportsin
other sectors. As can be seen in Table 18, this holds true for the countries in the
MED region where the fall in the share of T&C exportsin time is aso due to in-
creases in exports of other sectors. The top panel in Table 18 shows the impor-
tance of T&C exports as a share of total trade. For Morocco, T&C exports occu-
pied, in 2006, over a third of total exports and this sector currently occupies a
fourth of total exports. Notable aso is Tunisia, which has gone from having half
its total exports represented by this sector to athird. Most surprising is the impor-
tant rise in Jordan’ s exports of T& C as a share of total trade. This sector occupied
4% in 1996 it now has a share of over 35% of total exports. Countries like Algeria
and Libya have very low shares in T&C given that most of the economy is en-
gaged in exports of mineral fuels. The bottom panel of Table 18 shows us the
share of T&C exports to the EU in total exports and highlights not only the impor-
tance of the T& C sector in total exports, but also the importance of the EU market
as a destination for these exports. Entries for Morocco, Albania, Tunisiaand Tur-
key show the great linksin this sector to the EU. In the case of Jordan, we see how
in the top panel there was an important rise in the share of the T& C sector in ex-
ports to the world but the bottom panel shows that thisis not towards the EU.

Table 18. Value and Share of T& C exportsto theworld and to the EU 1996-2006
($000)

| 1996 | 2000 | 2006
World
MAR 2477757.0 | 33.7% 25794400 | 33.7% | 3768362.0 | 26.7%
ALB 77459.9 | 24.9% 96558.3 | 24.9% 174462.7 | 23.0%
DZA 5416.6 | 0.0% 1460.7 | 0.0% 5132.4 | 0.0%
EGY 1110918.0 | 18.0% 1458420.0 | 18.0% | 2242458.0 | 10.8%
ISR 11754980 | 6.1% 14129480 | 6.1% 1355074.0 | 3.0%
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1996 2000 2006
JOR 379375 | 4.0% 857422 | 4.0% 1377351.0 | 35.7%
LBN 535995 | 8.0% 38568.6 | 8.0% 62443.6 | 3.3%
LBY 24935 | 0.0% 1332.2 | 0.0% 24459 | 0.0%
MRT 28654 | 0.4% 3229.3 | 0.4% 3389.1 | 0.2%
SYR 364284.0 | 10.1% 583831.2 | 10.1% 589561.7 | 9.3%
TUN 2787584.0 | 51.1% 2838301.0 | 51.1% 3941056.0 | 33.2%
TUR 8103334.0 | 40.1% 10372260.0 | 40.1% | 20714882.0 | 25.9%
EU
MAR 2375780.0 | 43.2% 2428171.0 | 32.1% 3435612.0 | 26.7%
ALB 752171 | 29.3% 95082.3 | 33.1% 171269.7 | 23.0%
DZA 3237.2 | 0.0% 4785 | 0.0% 13404 | 0.0%
EGY 580868.4 | 15.5% 661709.3 | 24.5% 980793.0 | 10.8%
ISR 624303.3 | 8.8% 506382.5 | 4.6% 462950.1 | 3.0%
JOR 15987.7 | 8.1% 20251.0 | 6.8% 132974 | 35.7%
LBN 26085.9 | 16.3% 17502.3 | 4.3% 175605 | 3.3%
LBY 1314.8 | 0.0% 2104 | 0.0% 243.2 | 0.0%
MRT 1368.1 | 0.4% 19414 | 0.6% 2565.1 | 0.2%
SYR 211163.6 | 7.9% 280564.3 | 11.5% 202582.0 | 9.3%
TUN 27522230 | 57.3% 2761902.0 | 47.4% 3712700.0 | 33.2%
TUR 6538851.0 | 50.7% 7684144.0 | 39.6% | 15600690.0 | 25.9%

Source: Own calculations, Comtrade (mirror flows).

We aso consider how the T& C sectors have evolved in time. Here we differen-
tiate the sector into three separate categories. The first isthe ‘ Textile Fibres' sector
(SITC sector 26) the second is the ‘Textile yarn, fabrics, and made-up articles
(SITC sector 65) whilst the third is the higher value adding *Articles of apparel
and clothing accessories' (SITC sector 84). Table 19 shows the share of MED
country exports to the EU in these categories over total exportsin T&C. Here we
are looking at changes in the composition of T& C exports towards the EU to dis-
cern if there is any evidence of quality upgrading. The first entry shows, for Mo-
rocco, that sector 26 (textile fibres) occupies 0.06% of total T& C exports in 1996
where sector 65 (Textile yarn) occupies 4.27% and the large mgjority of exports
are in the higher value adding sector 84 (Apparel and Clothing). Overall, Table 19
illustrates how many of the MED countries were already specialised in the ‘Ap-
parel and Clothing’ sector in 1996 and continue to do so in 2006. Thisis predomi-
nantly for Morocco, Albania, Jordan, Lebanon, Mauritania, Tunisia and Turkey.
Table 19 also shows some signs of quality upgrading for Egypt and Libya who
appear to be moving to the higher value adding sectorsin time.
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Table 19. Sharesof T& C sectorsin total T& C exportsto the EU 1996-2006

1996 2000 2006
26 65 84 26 65 84 26 65 84
MAR 006 | 427 | 9568 | 006 | 377 | 9617 | 012 | 3.92 | 9596

ALB 014 | 378 | 96.07 | 0.26 181 | 9793 | 0.12 150 | 98.37
DZA 227 | 7294 | 24.79 | 13.78 | 64.17 | 22.05 | 11.90 | 59.26 | 28.84
EGY 7.62 | 5527 | 3711 | 1254 | 46.34 | 4112 | 508 | 40.02 | 54.90
ISR 6.60 | 39.96 | 5345 | 594 | 4394 | 5012 | 482 | 64.62 | 30.55
JOR 046 | 14290 | 8524 | 092 | 1136 | 8/.71 | 501 | 818 | 86.81
LBN 342 | 1367 | 8291 | 157 | 26.80 | 71.64 | 452 | 1275 | 82.73
LBY 5495 | 4157 | 348 | 1621 | 7.89 | 7590 | 5849 | 29.77 | 11.74

MRT 000 | 534 | 9466 | 0.00 | 505 | 9495 | 045 | 589 | 93.66
SYR 5349 | 310 | 4341 | 3416 | 28.76 | 37.08 | 18.15 | 34.63 | 47.22
TUN 030 | 504 | 9466 | 031 | 536 | 9433 | 015 | 843 | 9142
TUR 261 | 2277 | 7463 | 169 | 2650 | 71.81 | 149 | 2574 | 72.77
World 6.80 | 39.97 | 5323 | 553 | 3839 | 56.09 | 346 | 32.61 | 63.93

Source: Own calculations, Comtrade (mirror flows).

Further investigation into these sectors shows that MED countries have high
comparative advantages in the sectors in which they specialise (see table A.3. in
annex) and by extension have very high market access in the EU. This does not
hold for Jordan in 2006 which has alow market access in the EU in 2006.

5.1.2. Agriculture

The agricultural sector is also of interest not only for its export performance but
aso for its relevance to the rura population of MED countries and for the modest
liberalisation treatment that the sector has received under the AAs. According to
Oxfam™ the sector occupies around 40% of the region’s population whilst occupy-
ing a much more modest share of total exports (as seen in Table 21). Table 20
looks at the share of agriculture in total exports by MED country in 2006. Given
the predominance of petroleum products in some countries we look at the sharein
terms of total and total non-oil exports. In terms of total exports Syria, Lebanon
and Morocco are the most agriculturally oriented whilst Libya, Mauritania and
Algeria are the least. Where in terms of non-oil exports Syriais to be added to the
above list where this sector occupies near 50% of non oil exports. As a point of
comparison, Table 20 also shows the importance of agriculture in world and EU
exports. A country reveals its comparative advantage when its share of total ex-

13 Oxfam (2004), “Euro-Med: Seeds of a Raw Deal”.
http://www.oxfam.org.uk/resources/policy/trade/downloads/bn_EuroM ed.pdf.
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ports to the world is higher than the equivalent world share in total world exports.
From the table we see that this occurs for Morocco, Albania, Egypt, Lebanon,
Syria, Tunisia and Turkey implying that these countries have a comparative ad-
vantage in agricultural produce.

Table 20. Share of Agriculturein exportsin 2006 (%)

Agriculturein total Agriculturein non ail total
MAR 135 13.9
ALB 7.0 74
DZA 0.1 0.4
EGY 9.7 12.8
ISR 4.8 4.9
JOR 4.3 4.3
LBN 14.2 14.2
LBY 0.0 0.6
MRT 0.1 0.2
SYR 15.8 49.7
TUN 8.1 9.2
TUR 8.3 8.6
WLD 6.1 6.9
EU 7.6 7.9

Source: Own calculations, Comtrade (mirror flows).

Table 21 then looks at MED exports in agriculture in 1996 and 2006. Here we
see how the importance of agriculture exports has declined during the last decade
to occupy 8% of total non-oil exports in 2006 from a share of 12% in 1996. This
declinein share is due to increased importance of manufacturesin MED exports to
the world which have increased at a faster pace than agricultural exports. The
lower panel of the table disaggregates into agricultural sectors and exposes the
share that these occupy in total agricultural exports and the RCAs. Here we see
how MED region exports appear to be concentrated in ‘ vegetables and fruit’ and in
‘fish/shellfish’ categories. As a simple exercise we can compare shares across
destinations to determine if there are any prima facie market access impediments
in the EU. We do this by subtracting the share of exports to RoW from that to the
EU. Where this difference is biggest and positive we can say that market accessin
the EU is good. Conversely, where we find a large negative value we suggest that
there may be evidence of market access barriers in the EU™. In the latter case the

14 Differences in market shares cannot be solely attributed to differences in market access
as they will depend on levels of protection in the different destinations and on differences
in consumer preferences (demand) across destinations. It is nonetheless a good broad indi-
cator on where to start looking for possible market access issues.
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difference between the EU and RoW shares is largest and negative for ‘cere-
als/cereal preparations’ suggesting that there may be some market access impedi-
ments in the EU for MED exports of these products. However, given the RCA it
may be the case that the EU has different more efficient source for these com-
modities. Similarly the ‘live animals except fish' sector also shows a relatively
large negative value suggesting possible market access issues in the EU for MED
produce. In this sector we further see that the MED region has a revealed compara-
tive advantage in this sector suggesting that it is an efficient producer of these
commodities and hence that the lack of market access in the EU as compared to
the RoW may be due to the existence of barriers to trade. In terms of produce
which sees good market access in the EU according to our back of the envelope
calculation we see that the difference in shares is positive and high for ‘ vegetables
and fruits' suggesting that market access in the EU for these productsis good.

Table21. MED agricultural exports by destination 1996 and 2006

MED exports | MED exports | MED exports RCA
Wid (%) EU (%) RoW (%)
1996 |2006 |1996 |2006 |1996 |2006 |1996 2006

1262 | 826 | 1291 | 889 | 1223 | 7.60

Agriculture share in non

oil exports

Agricultureshareintotal | g5y | 506 | goo | 514 | 931 | 4.97

exports

Live animals except fish | 2.22 | 2.64 | 020 | 017 | 504 | 566 | 1.03] 1.16
Meat & preparations 1.09 | 051 | 1.23 | 058 | 0.90 | 0.43 | 0.11]0.04
Dairy products& eggs | 0.63 | 1.71 | 0.19 | 0.15 | 1.25 | 3.62 | 0.09] 0.22
Fish/shellfish/etc. 1957 | 15.74 | 1543 | 18.87 | 25.38 | 11.90 | 1.62 | 1.12
fi:g;‘;a'gcerea' Prépara| 434 | 746 | 1.09 | 249 | 890 | 1354 | 0.31|0.56
Vegetables and fruit 63.52 | 60.62 | 76.41 | 70.17 | 45.43 | 48.93 | 3.61| 2.74

Sugar/sugar prep/honey | 2.03 | 270 | 1.47 | 240 | 281 | 3.08 | 0.46 | 0.56
Coffee/tea/cocoal/spices | 3.02 | 324 | 1.68 | 148 | 489 | 539 | 0.42]0.40
Animal feed exunml cer.| 069 | 1.01 | 0.80 | 057 | 054 | 154 |0.12]|0.17
Misc food products 290 | 438 | 150 | 312 | 486 | 591 |0.71|0.68

Note. Agriculture is defined in the above panel following the WTO identification. The
panel below uses SITC asidentification.
Source: Own calculations, Comtrade (mirror flows).

Further to considering the broad composition of agricultural exports, in Table
22 we rank agriculture exports of MED countries according to the difference be-
tween the export share to the EU and that to the RoW at a much higher degree of
disaggregation. As explained in the preceding paragraph, we believe that the dif-
ference between these shares could capture prima facie evidence of market access
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impediments in the EU™. If a product ranks very highly in terms of its export share
to the RoW but does not do so in terms of its share of exports to the EU then there
is a possibility of there being some form of market access issue lurking which
requires further investigation. To further reinforce the analysis, we also use other
market access indicators (as explained in the annex A.8). Table 22 then tells us
that the product where the difference in export shares to the EU and to the RoW is
greatest is in exports of sheep. The MED region shows a strong global compara-
tive advantage in this sector (13.33), but fails to export at al to the EU market. In
terms of rice, which appears as the second product where the difference in export
shares is largest; we see that the MED region has a global comparative advantage
in this sector. However the RMA indicators suggest that the region is exporting
less to the EU than what could be predicted by comparative advantage (RMA1) or
the economic mass of the EU (RMAZ2). Table 22 also identifies citrus fruit exports
such as oranges, mandarins and lemons as having indicators which may suggest
market access concerns. This contrasts with the finding of the previous table where
fruit and vegetables appeared to have a relatively good market access to the EU. It
suggests that the main issue is in citrus fruits but that other vegetables and fruits
may continue to enjoy a good access to the EU market. Another important appari-
tion in Table 22 is that of fish produce where evidence suggests that market access
in the EU islower than it could be.

Table22. MED agricultural exportsranked by differencein shares across
destinations (2007)

%
X X
Row |Product Wid x(g)u RoW éezl\)/;(As)3 RCA [bRCA |RMA1|RMA2
€)) ©)]
010410/ Sheep 0.11|0.00| 0.25 | -0.25 |13.33] 0.00 | 0.00 | 0.00
Semi-milled or
100630 | wholly milled 0.080.00| 017 | -017 | 1.44 | 003 | 0.02 | 0.01
rice,
080510 | Oranges 0.20 | 0.13] 029 | -0.16 | 6.94 | 317 | 046 | 1.29
Mandarins (in-
080520 | cluding tanger- 016 |010| 024 | -015 | 710 | 257 | 0.36 | 1.12
ines)
030374 | Other fish, exclud-\ oo 1 00| 011 | <011 | 457 | 020 | 0.04 | 0.02
ing liversand ro
040630 | Processed cheese, | ) 1 600 | 0.0 | -0.08 | 252 | 0.00 | 0.00 | 0.00
not grated or pow
Tobacco, not
240110| (o ostripped | 019 | 015|023 | -0.08 1378 986 | 072 | 186

*The same interpretation applies as in the previous footnote.
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%

X X

Row |Product Wid x(g)u RoW ézl\)/;% RCA |bRCA |RMA1|RMA2
| @ 3

030420 | Frozenfillets 0.04 | 0.01| 009 | -008 | 050 | 0.08 | 0.15 | 0.29

(fish)

Other fish, exclud-
ing liversand ro
Sweet biscuits;

030371 0.03 | 0.00 | 0.07 | -0.07 |12.89| 362 | 0.28 | 0.17

190530 0.05(0.02|008| -006 | 094 | 028 | 030 | 0.77
waffles and wafers
Lemons (Citrus

080530 | limon, Citrus 0.05|0.03|0.08| -0.06 | 450 | 165 | 0.37 | 0.92
limonu

100300 | Barley. 0.020.00|0.05| -0.05 | 068 | 0.00 | 0.00 | 0.00

Other (tomatoes,

200290 003 (001|006 | -0.05|231| 039 | 017 | 0.28

prepared)
030379 Other (frozen fish) | 0.03 | 0.01 ] 0.06 | -0.04 [ 0.85 | 0.63 | 0.75 | 0.64
010420 Goats 0.02 | 0.00] 0.04 | -0.04 [14.30] 0.00 | 0.00 | 0.00
TOTAL 1.10 | 0.46 | 1.90
Average -0.10]5.777] 1.499 | 0.241 | 0.491

Source: Own calculations, Comtrade.

In terms of possible market access impediments in the EU market for MED5
country agricultural exports (Annex tables A.4) we see how for Morocco citrus
fruits and fish show evidence of reduced market access. For Egypt it is rice and
oranges whilst Israel may witness impediments in processed citrus fruit juices. For
Jordan this is mainly in tomatoes, tobacco and vegetables whilst in Tunisia Dates
and fish may be affected.

5.1.3. Motor Vehicles

In previous sections we highlighted the Motor Vehicle sector as being one
where the MED region had witnessed important speciaisation. Our Top 15 analy-
sis revealed some interesting results where we identified this sector as a nascent
one showing revealed comparative disadvantages in 1996 which had been over-
turned to revealed comparative advantages in 2006. In this section we aim to ana-
lyse this sector at a more disaggregated level and look at the geographical origin of
these exports. We start with Table 23 which looks at the share of Motor Vehicle
exports, by MED country, in total trade (top panel). Here we see that this sector is
relatively small both in 1996 and in 2006. Although it is one growing in impor-
tance, all countries besides the oil producing Algeria and Libya have seen their
shares increase since 1996. Most significant is the increase for Turkey whaose share
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in this sector has increased from 3.58% in 1996 to 14.71% in 2006. Analogous to
Table 18, the bottom panel of Table 23 looks at the share of exports to the EU in
this sector over total exports to the world. The similarity in the shares across pan-
els suggests that the EU is by and large the largest destination market for Motor
Vehicles. This can be said for al countries except for Jordan, who shows a large
increase in export share to the world that is not matched with an increase in ex-
ports to the EU.

Table 23. Share of Motor Vehicle exportsto theworld and to the EU 1996-2006 (%)

WORLD EU

1996 2000 2006 1996 2000 2006
MAR 0.27 0.28 0.54 0.24 0.25 0.51
ALB 0.38 041 04 0.35 0.26 0.35
DZA 0.03 0.01 0.01 0.01 0.01 0.00
EGY 0.17 0.09 0.56 0.02 0.03 0.16
ISR 0.25 0.19 0.29 0.09 0.08 0.13
JOR 0.35 0.38 114 0.07 0.06 0.02
LBN 0.44 0.53 0.76 0.21 0.17 0.10
LBY 0.03 0.01 0.00 0.00 0.01 0.00
MRT 0.01 0.01 0.02 0.01 0.00 0.00
SYR 0.04 0.04 0.3 0.01 0.00 0.07
TUN 0.55 112 2.05 0.52 1.09 1.80
TUR 3.58 5.58 14.71 2.29 441 11.55

Source: Own calculations, Comtrade (mirror flows).

Table 24. Share of MV sectorsin total MV exportsto the EU 1996-2006 (%)

Goods/ser- | Motor ven | Motor- Passenger Roadmo- |+ g
vice vehicles | parts/access cycles carsetc tor veni- caravangletc
cyclesetc clesnes
1996
MAR 2.6 90.9 1.0 4.6 0.0 0.9
ALB 70.4 154 0.5 8.5 4.5 0.7
DZA 434 8 0.1 28.3 19.1 1.2
EGY 0.0 175 12.8 53.2 2.0 145
ISR 34 57.9 26.3 6.1 0.0 6.2
JOR 39.8 17.6 21 30.5 24 7.7
LBN 0.0 239 8.0 68.1 0.0 0.0
LBY 27.2 36.4 0.2 36.1 0.0 0.0
MRT 0.0 0.0 62.6 214 0.0 16.0
SYR 0.0 4.5 2.8 81.6 0.0 11.0
TUN 2.6 86.5 8.6 1.0 0.1 13
TUR 0.4 40 24 39.8 16.2 11
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Goods/ser- | Motor ven | Motor- Passenger Road mo- |\ oy
vice vehicles | parts/access cycles carsetc tor vehi- caravangletc
cyclegetc clesnes
2006
MAR 0.3 77.8 12 1.9 18.7 0.1
ALB 18.1 25.1 0.0 48.1 0.1 8.6
DZA 65.1 10.1 0.2 14.3 0.0 10.3
EGY 0.8 72.8 1.0 4.4 19.9 0.9
ISR 12.6 66.3 5.0 25 6.2 7.3
JOR 435 255 0.7 30.2 0.0 0.1
LBN 3.7 53.2 0.3 38.7 1.7 2.4
LBY 14.2 23.7 0.0 34.8 6.1 21.2
MRT 0.0 9.3 35 87.1 0.0 0.0
SYR 93.0 4.9 0.1 1.9 0.0 0.1
TUN 05 86.5 10.9 0.4 0.2 15
TUR 23.8 18.8 0.3 48.4 7.9 0.7

Source: Own calculations, Comtrade (mirror flows).

Table 24 then considers the distribution, across the different Motor Vehicle
sectors identified, of exports to the EU. For Morocco, in 1996 we see that ‘Motor
Vehicle parts and accessories’ occupied 90% of total motor vehicle exports to the
EU where from the bottom panel we see that in 2006, Morocco seems to have
specialised more in the manufacture of ‘Road motor Vehicles nes’ to the detriment
of the parts and accessories sectors. The latter still occupies the most prominent
share in total exports of the Motor vehicle category. Overall, there appear to be
important changes in the composition of MV exports in 2006 when compared to
1996. Albania and Mauritania seem to have specialised in ‘ Passenger Car’ exports
whilst Egypt, Lebanon, Israel and Turkey have significantly increased their ex-
portsin ‘Motor Vehicle Parts and Accessories .

5.2. Export Smilarity and Trade Creation

Economic theory suggests that countries can either trade on an intra-industry or
an inter-industry basis. The latter tends to occur when countries are dissimilar in
the goods they produce whereas the former is more likely to happen when coun-
tries have similar production bundles. In the absence of detailed production data,
we can use export data as a window into underlying production structures. It then
becomes valuable to look at indices of export similarity to the world so as to grasp
potential similarities or complementarities across bilateral partners. We take the
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world as comparator rather than bilateral exports as we fed that these export flows
should be less distorted than exports to the other MED countries and hence more
reflective of production structures. As trade barriers are removed, we would expect
trade patterns to follow underlying comparative advantages and hence exporting
structures to become more similar across destinations. Furthermore, we look at
levels and changes in similarity indicators because we believe that where trade has
been liberalised in the recent past, current patterns and tendencies are likely to be
magnified with further market opening. Existing patterns of specialisation,
whether inter- or intra-industry, are likely to become more pronounced if the
forces, which caused them, are strengthened.

In terms of potential trade creation, it is then important to consider what type of
trade is more likely to occur across the MED region as a result of closer integra-
tion. Under traditional models of trade one would expect that as countries become
more integrated with each other, the degree of similarity of their export structures,
would become less if their factor endowments differ. The degree of current simi-
larity in exporting structures might however indicate scope for future potential
complementarity between countries. Hence it may be that a more similar product
mix of exports can increase the potential for intra-industry specialisation. Where
we have had highly protected closed economies with broadly similar factor en-
dowments distorted prices could lead to a break between comparative advantage
and the pattern of trade and to the “wrong” products being produced or exported.
As prices adjust factor endowments would come into play and labour intensive
countries would all begin to sell labour intensive products. Once countries had
begun to open, however other forces would come into play and finer product level
comparative advantages would come into play and generate intra-industry trade.
The literature on integration suggests that regions which engage in intra industry
trade are more likely to make welfare enhancing preferential partners. Trade crea-
tion as a result of inter-industry trade is likely to be lower than trade creation de-
rived from intra-industry trade. This is because the latter promotes more beneficial
deep integration with increased welfare derived from economies of scale, positive
externalities, niche specialisation and an increased variety of products. The former
on the other hand is assumed to have static cost saving effects.

The Finger-Kreinin indicator of export similarity allows us to capture, by
proxy, similarities in production structures across bilateral partners. Table 25 re-
ports the FKs for each individual MED country with respect to exports to the
world for years 1996 and 2006. Here we are interested in capturing not only exist-
ing levels of similarity, but also trends in this similarity in time. Given the pre-
dominance of Petroleum products in some MED countries' exports (i.e. the petro-
leum, HS chapter 27, sector occupies, in 2006, 96% of total exportsin Algeriaand
Libya, where Syria s total HS sector 27 exports amount to 84% and Egypt’s stand
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at 56%) we remove this sector for the FK calculations™. The count distribution
across a selection of FK ranges shows that in 1996 34 bilateral pairs had similarity
indices ranging from 0 to 0.1 where this number decreased to 24 in 2006. In the
range 0.1 to 0.2 there are 24 bilateral pairs in 1996 with this number going up to
25 in 2006. But most of the change comes about in the category 0.2 to 0.3 where
in 1996 6 bilateral pairs exist but turn into 15 in 2006. The degree of similarity is
thus low, but isrising in time. The low levels of similarity suggest that MED part-
ners, after removal of trade barriers, could see trade creation based on increased
inter-industry trade. But the rising trend shows some green shoots of possible in-
tra-industry trade complementarities which could bring about more beneficial
trade creation as aresult of intra-industry trade in the region. Thisis most apparent
in the top end of the similarity distribution with country pairs like Morocco and
Tunisia where the FK index even though declining in time stands above 0.4. To a
lesser degree, country pairs such as Turkey-Egypt and Lebanon-Israel have shown
increasing similarity in time suggesting possible green-shoots of intra-industry
trade creation potential. In terms of similarity in the MED5 countries, Jordan’s
exporting structures are increasingly similar to those of Morocco, Egypt and Tuni-
siawhilst similarity across the other partners has largely remained unchanged.

Table 25. Finger Kreinen Indices of Total Export Similarity

[IMAR[ALB|DZA [EGY] ISR [JOR|LBN|LBY|MRT|PSE[SYR|TUN|TUR
FK export similarity total exports 1996

MAR | 1.00
ALB 0.25 | 1.00
DZA 0.09 | 0.04 | 1.00
EGY 0.20 | 0.18 | 0.05 | 1.00
ISR 0.10 | 0.06 | 0.04 |0.11| 1.00
JOR 0.15 | 0.07 | 012 | 0.10| 0.09 | 1.00
LBN 0.11 | 012 | 0.10 |0.10/0.30|0.09|1.00
LBY 0.01 | 0.02 | 0.13|0.02|0.020.05|0.02|1.00
MRT | 0.09 | 0.01]|0.01)|0.01|0.01|0.01/0.01/0.00| 1.00

PSE 1.00

SYR 0.20 | 014 | 011 |0.22| 0.07|0.14]|0.14|0.04| 0.01 1.00

TUN 0.47 1029 | 0.05/0.20|0.10]0.11|0.13|0.01| 0.02 0.17]1.00
TUR 0.24 1019 0.04 |0.30| 0.13]0.10/0.15/0.02| 0.01 0.19]0.26 | 1.00

FK export similarity total exports 2006

MAR | 1.00
ALB 0.23 | 1.00
DZA 0.11 | 0.12 | 1.00
EGY 023 | 0.18 ] 0.15|1.00

' The FK calculations including sector HS27 can be found in the Annex table A 6.
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MAR|ALB |DZA |[EGY| ISR |[JOR|LBN|LBY|MRT|PSE|SYR|TUN|TUR
ISR 0.11 | 0.06 | 0.05|0.12]| 1.00
JOR 0.29 1 0.16|0.10|0.21|0.14 |1.00
LBN 012 | 016 0.15/0.21]|0.17|0.18| 1.00
LBY 0.03 | 0.03 | 0.18 | 0.14| 0.02 | 0.03{0.05|1.00
MRT | 0.07 | 0.01]0.01 |0.01|0.02|0.01/0.03/0.02| 1.00

PSE 1.00

SYR 0.21 | 013]0.11/0.22|0.09]0.18|0.19|0.03| 0.01 1.00

TUN 042 | 0.27 | 0.08 | 0.23]|0.13]0.27|0.15]0.03| 0.02 0.19|1.00
TUR 0.23 1 0.19 ] 0.06 | 0.34]| 0.14 |0.2110.23]0.03| 0.01 0.21]0.28 | 1.00

Source: Own calculations, Comtrade. (The analysis relies on mirror flow data).

Overall, there is some evidence suggesting that countries are becoming increas-
ingly similar but they remain, with a few exceptions, highly dissimilar. This im-
pliesthat a S-S agreement would predominantly act on an inter-industry basis with
little scope for intra-industry specialisation. Bearing in mind that niche specialisa-
tion of the intra-industry type is likely to yield higher welfare effects for the re-
gion, the results above exposed show little evidence of there being much scope for
this and hence suggest that the likely positive welfare effects from closer integra-
tion in the region will be of small magnitude. However, to the extent that underly-
ing trends can be promoted and magnified through deeper bilateral agreements, it
is possible that, in time, MED countries can become more similar and commence
trading at a more intra-industry level.

Another metric that can be used to capture the potential for trade creation in the
S-S agreement is that of comparing the similarity of a given countries exports to
another countries imports. What we would be doing here is essentially looking at
how well suited a partners exporting structures are to our importing structures. The
more similar these are, the higher the scope for beneficial trade creation*’. As way
of example we consider how well suited Morocco’'s export structures are to say
Albania s importing structures by deriving an FK for these two countries. A high
FK would indicate that Morocco’s exports, and hence by extension production
structures, are similar to Albania’s import demand structures and hence imply that
there may be potential for trade creation. Similarly, and for the same country pair,
we would need to devise a measure looking at how similar Albania's exporting
structures are to Morocco’'s importing structures where analogous conclusion
would apply. Table 26 looks at this relationship across MED countries where the

1 A little caution in the interpretation of this analysisis advised as the high degree of exist-
ing protection in MED countries is likely to result in distorted import demand structures.
However, to the extent that these barriers are being reduced it is conceivable that importing
structures are currently tending to ‘normal’ undistorted levels.
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bottom panel looks at country X exports to the world as compared to country Y’s
imports from the world and the top panel considers country Y’s exports to the
world and compares these to country X's imports from the world. As way of ex-
ample, the bottom panel tells us that the degree of similarity between Morocco’'s
exports to the world and Albania’s imports from the world stands at 0.147. Alter-
natively, the top panel tells us that the similarity in what Albania exports to the
world and what Morocco imports from the world stands at 0.102. These figures,
which are low, suggest that currently Morocco’'s export structures are not well
suited to Albania’s import structures and that this also holds for Albania' s export
structures with respect to Morocco’s import structures. Looking at the count dis-
tribution across FK ranges as above, we see 66 entries within the 0 to 0.1 range, 58
in the 0.1 to 0.2 range, 23 in the 0.2 to 0.3 and only 9 in the 0.3-0.4. This highly
skewed distribution implies very low bilateral similarity and hence suggests little
scope for trade creation as aresult of closer integration. The highest FKsin the last
range have been highlighted in bold. These are largely concentrated in the entries
predominantly under the category of country Y imports being most similar to Tur-
key’s exports which suggests that Turkey’s exporting structures are best suited to
MED country demand for imports. The implications are that trade creation is
likely to come as a result of closer integration with Turkey rather than with other
MED partners.

Table 26. Bilateral FK on importsand exports of country X and country Y (2006)

Source: Own calculations, Comtrade (Mirror flows). Petrol sector HS 27 removed.

It isaso relevant to consider how MED country export structures have evolved
vis-avis exports to the EU. We consider this firstly because we believe that now
that most MED countries receive near duty free access to the EU market, export
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structures are likely to show little distortion and hence can be a more accurate
measure of possible production structures. Secondly, we believe that these similar-
ity indicators with respect to the EU can give us an idea of @) possible competitive
pressures between MED countries in the EU market and b) possible scope for
value chain activity in servicing the EU market. The first proposition follows that
similar factor endowments in MED countries can lead to similar EU demand pat-
terns from MED partners and hence enhanced competition between these in ac-
cessing the EU market. Hence a N-S agreement promoting competition can have
important trade creating effects and also pro-competitive effects for the region.
The second proposition then looks at the similarity of composition of exports to
the EU to elucidate the scope for increased fragmentation of production across the
region. Where countries have similar production structures, they may be able form
closer bonds in attracting fragmented processes of production from the EU. In this
instance, countries such as Morocco and Tunisia, may take different steps of the
value chain in say producing at-shirt where one segment of production is making
the t-shirt but the other may be printing the logo. It can be hypothesised that the
more similar are production structures between countries then larger the scope for
this type of fragmentation. To this end, we carry out the same analysis as above,
but only take into account exports to the EU in calculating the FK indicators. This
exercise hypothesises that if individual countries export structures are similar in
their exports to the EU, then there is some scope for potentially positive intra-
industry specialisation from closer integration between these countries in servicing
the European market. Table 27 captures this degree of similarity for 1996 and for
2006. As afirst exercise, by subtracting the values of Table 25 from those of Table
25 we can get a measure of country pair similarities in exports to the EU relative
to exports to the world (see annex, Table A.7.). Where a positive value tells us that
countries are more similar in their exports to the EU than to the world, and a nega-
tive value tells us that they are more dissimilar. This exercise reveals that in 1996
the similarity across country pairs was greater for exports to the EU than for ex-
ports to the world. However, in 2006, we see an important change where countries
seem to be becoming increasingly similar in their exports to the world rather than
in exports to the EU. Overall, Table 27 shows similar results to those reported in
Table 25 suggesting that similarity in exporting structures to the EU is low hence
the scope for beneficial trade creation arising from increased fragmentation of
production structures at aregional level could be low. In terms of competition, and
where the overal FKs are also low, there should be little by way of increased
competitive pressures in accessing the EU market as MED countries appear to
export different bundles of goods to the EU™®,

18t is however possible that competitive pressures are strong at the product level.
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Table 27. Finger Kreinen Indices of Similarity of exportsto the EU-25 1996 and 2006

IMAR |ALB |DZA |[EGY [ISR [JOR [LBN [LBY |[MRT |PSE[SYR |[TUN |[TUR
FK export similarity total exports 1996

MAR]| 1.00
ALB | 0.29 | 1.00
DZA | 0.07 |0.04 | 1.00
EGY | 018 [ 0.15 1.00
ISR | 013 ]0.07]0.04]|0.121.00
JOR | 0.13 /0.05|0.08|0.11 {0.11] 1.00
LBN | 017 [0.12]0.08| 0.14|0.24| 0.10 | 1.00
LBY | 0.01 [0.01]0.13]|0.020.02| 0.05|0.02 | 1.00
MRT | 0.05 0.01]0.01]0.01/0.00/0.00]0.01]0.01] 1.00

PSE

SYR | 0.20 | 0.14] 0.09 | 0.19 |0.07|0.14| 0.18 | 0.04 | 0.01 1.00

TUN | 049 |0.31|0.05| 0.16 |0.12|0.09| 0.17 | 0.01 | 0.02 0.18| 1.00

TUR | 0.27 | 0.19| 0.04 | 0.25|0.14|0.09| 0.16 | 0.02 | 0.01 0.18] 0.28 | 1.00
FK export similarity total exports 2006

MAR| 1.00

ALB | 0.26 | 1.00
DZA | 0.07 |0.11]1.00
EGY | 022 |0.16]0.13]| 1.00
ISR | 011 0.06]0.05]|0.111.00
JOR | 012 0.12|0.14| 0.09 |0.16] 1.00
LBN | 013 |0.17]0.12]0.13]0.17[0.19| 1.00
LBY | 0.02 |0.04]0.20]| 0.12|0.02| 0.06 | 0.06 | 1.00
MRT | 0.07 |0.01]0.02]| 0.01/0.01]0.01]0.01]0.02] 1.00
PSE | 0.06 [0.02|0.02| 0.03|0.06|0.06|0.03|0.01| 0.00 |1.00
SYR | 018 [0.15]0.06 | 0.19 |0.07|/0.17| 0.15| 0.03 | 0.01 |0.08] 1.00
TUN | 046 | 0.28 | 0.06 | 0.20|0.13|0.11|0.12| 0.03 | 0.02 |0.08/ 0.21 | 1.00
TUR | 025 10.19/0.04 | 0.26 {0.14]/ 0.09] 0.18 0.02| 0.01 [0.02] 0.21| 0.28 | 1.00

Source: Own calculations, Comtrade. (The analysisrelies on mirror flow data.)

Overadl, in terms of potential welfare enhancing complementarities that could
result from closer economic integration, we see how MED countries’ heterogene-
ity across exporting structures bodes badly for these being greatly positive. We do,
however, see evidence of increases in these potential complementarities in time,
but reiterate that these remain modest. For the country pairing that show the
strongest similarity, Morocco-Tunisia, we see how time has eroded these similari-
ties but nonetheless note that they remain relatively high. This could suggest that
these two countries could benefit most from a bilateral agreement.
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6. Analysis of MED5 Focus
Countries

In this section we consider the MED5 countries in more detail. We start by
providing an account of the share of trade originating from MEDS5 countries that
receives preferences in the EU market. We then move to a more disaggregated
analysis considering the top 10 HS 2-digit export sectors to the EU and determin-
ing the rates of utilisation of preferences. We also look at average weighted MFN
tariffs in each category so as to see if there is any evidence of there being impedi-
ments to using the preferences granted.

The second part of this section digs deeper into the trade patterns of the 5 iden-
tified focus countries where our interest lies not only in identifying the structure of
top exports, but also in how these exports are performing in different markets of
interest. For this analysis, we rely on comparative indicators across a selection of
top 15 exports of each focus country™. The rationale for this analysis is based on
international trade theory, by way of the empirically tested gravity equation, which
suggests that countries should export to a given market following comparative
advantages and also economic mass and proximity of markets. In this respect and
to the extent that actual trade values fall short of predicted trade values, we sug-
gest that there may be evidence of impediments to access a given market. How-
ever, it isimportant to note that there may be other elements at play such as differ-
ences in demand structures and heterogeneous tastes which might be guiding these
shortfalls in trade. This purely data driven exercise is hence to be considered in
conjunction with the analysis provided in subsequent chapters on the existence of
NTBsin the EU and MED markets.

6.1. MEDS5 Preferencesin the EU

The Association Agreements are already under way and have achieved substan-
tial liberalisation in the region with respect to the EU market, however, there are

19 Readers are referred to the annex A.8 for an in depth discussion of the indicators used in
this section.
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costs associated with obtaining preferential status. One of these costs is that of
proving origin status by complying with Rules of Origin procedures. In this sec-
tion we look at the degree of utilisation of preferences for MEDS5 exports to the
EU according to the top HS 2-digit products for 2007. We aso look at the average
weighted MFN tariffs for the sector as a measure of the cost/benefit for applying
for origin.

Table 28 looks at total imports from MED5 countries into the EU according to
eligibility and import regime. Panel A (MFN) captures the MFN €eligible trade
entering through an MFN of zero (A1), and MFN that is non-zero (A2) or an un-
known regime (A3)?. The second panel (B) then looks at imports that are eligible
for preferences and delimits how these are entering the EU market. Here we are
interested in several categories, Column B2 shows us the amount of trade that is
eligible for preferences but that enters the EU market through a positive MFN
tariff (preferences have not been able to be obtained). This could be due to onerous
compliance reguirements of RoO or other such associated costs but it may aso be
the case that the benefit from the preference margin does not cover the cost of
obtaining preference. Column B3 shows the share of trade that is eligible for pref-
erences and that enters the EU market through zero tariff barriers and column B4
looks at trade where there is éligibility for preferences but these preferences are in
the form of a positive tariff?:. The unknown entries (A3, B5) are those where one
can determine the eligibility but not the regime of entry, whereas category C1 is
where both are unknown. As way of example on how to read the table, consider
the entry in Table 28 for Egypt. Here we see that 80.81% (A1 plus B3) of imports
enter the EU market facing a zero tariff and 10.71% of imports are eligible for
preferences but enter the EU market facing a positive MFN tariff. Similarly for
Morocco, Table 28 shows that 70% of Moroccan exports to the EU are eligible for
duty free access and enter so into the EU market whereas 7.47% of total exports to
the EU, even though eligible for preferential market access, pay an MFN tariff.
Overall Table 28 suggests that MEDS5 duty free access to the EU market covers
80% of trade, but there remains an important share of trade that is eligible for duty
free access but is unable or unwilling to apply for such preferences. This is most
notable for Jordan with 18% of exports to the EU falling within this category
whilst it is much less apparent for Tunisia where this occurs to 4.62% of exportsto
the EU.

% Note that where there is already a zero MFN, no preferential accessis possible.
L 1t may be the case that tariffs are being reduced according to the agreed tariff disman-
tling schedules.
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Table 28. MEDS5 share of total exportsto the EU by regime 2007 (%)
Egypt |lsrael |Jordan [Morocco | Tunisia

MFN zero -1| 4557 | 4752 | 433 13.35 28.19
MFN (A) MFN non-zero |-2| 0.05 0.94 0.02 0.02

Unknown -3 0.00 0.01

MFN zero -1| 0.06 0.04

MFN non-zero |-2| 10.71 6.76 18.83 7.47 4.62
Any preference

GSP/Preferences -3| 3524 | 337 | 29.16 | 70.32 61.77
zZero
(®) Any preference
-4 330 171 1.33 521 0.42
non zero
Unknown -5| 353 7.10 3.12 2.83 4.64
Unknown (C) Unknown -1 154 2.23 4.26 0.77 0.35

Source: Own calculations from Eurostat, X Tnet.

We aso consider what the above table looks like for individual MED5 coun-
tries across a finer level of disaggregation. This alows us to identify sectors that
are finding it harder to take advantage of the preferences extended by the EU. To
this end, we rank the top 10 export sectors (at the HS 2 digit level) to the EU and
look at the regime of entry into the market. We also show weighted MFN tariffs
across these sectors as this allows us to determine if the shortcomings in obtaining
preferences can be attributed to low tariff margins or to other factors such as oner-
ous RoO procedures. Table 29 looks at thisfor Egypt. The first entry in the tableis
for ‘mineral fuels which, in 2007, occupied over 44% of total EU imports from
Egypt. Looking at the regime of entry, Table 29 shows that 72% of trade receives
duty free access to the EU whereas a large share of the rest (19%), even though
eigible for preferences, enters paying the small tariff which stands at 0.83%. This
could suggest that given a small tariff, the cost of providing proof of origin might
be higher than the benefit of abtaining preferential status hence a country might
choose to enter the EU market via the MFN regime rather than providing proof of
origin. On the other hand, consider the ‘articles of apparel’ sector which represents
just under 4% of Egypt’s exports to the EU. Column B shows that all exports of
this category are eligible for preferences and column B3 indicates that 83% of
exports in this sector benefit from duty free access. Equally, column B2 suggests
that over 10% of exports are not able or willing to comply with the requirements
set to receive preferences and have to pay the 11.94% tariff. This contrasts with
the case exposed for the ‘mineral fuel’ sector where in this case the preferential
margin is large. It could be suggested that some companies find particularly oner-
ous bureaucratic procedures in trying to apply for preferencesin this sector.
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Table 29. Top importsfrom Egypt by trade regime 2007 (%)

MFN GSP/Preferences N/A
(A) (B) ©
Any
Total MFN MFN| Any
shareMFN MFN non- | N/A MFN non- | pref pref N/A | N/A
Zero Zero non
(1) zero | (3) (1) Zero | zero 2610 B | @
2 @ | @ | %
mg‘:raj 4411 083 | 7220 19.01| 6.52 2.26 | 0.00
'S:g;a”d 7.42 | 0.22 | 96.03 0.14 | 327 | 0.02 | 0.47 | 0.07
Fertilisers | 4.96 | 6.44 | 0.00 355 |95.84 0.46 | 0.15
Aluminium
and articles | 4.46 | 6.73 | 0.06 0.63 |98.42| 0.02 | 0.86 | 0.01
thereof
Articles of
apparel and
clothing 3.80 [11.94 10.39|83.15| 0.60 | 5.85 | 0.01
knitted or
crocheted
Ea‘é'lievege 341|967 | 153 | 052 6.74 |47.74|33.21| 9.85 | 0.41
Copper and
articles 3.15| 4.38 | 8.84 3.18 [87.90| 0.08 | 0.00 | 0.00
thereof
Plastics and
articles 256 | 5.88 | 2.72 1.63 |63.69| 0.91 |30.36| 0.70
thereof
Edible fruit
and nuts;
peel of 246 [12.71] 091 | 0.90 7.41 |13.82|70.46| 5.01 | 1.49
citrus fruits
or melons
Electrical
machinery | 5 57| 209 | 587 550 |88.12 0.29 | 0.21
and equip-
ment
TOTAL 78.7

Source: own calculations, Trains and Eurostat (MFN tariffs are weighted average accord-
ing to EU imports from country).

Similarly, Table 30 shows the top 10 HS 2digit export sectors to the EU for Is-
rael. Here we underline the ‘edible vegetables' sector occupying 3.64% of total
exports to the EU and where there is evidence that 39% of exports are eligible for
preferences but currently face the 6.24% tariff. This could suggest some evidence
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of burdensome or costly procedures in applying for preferences as the preference
margin is high. In contrast, 20% of the ‘mineral fuels' sector pays the full MFN
tariff, be this stands at 2.61% implying low preference margins and hence this may
be indicative of the cost of applying for the preference being above that of the
preference margin.

Table 30. Top importsfrom Israel by trade regime 2007 (%)

N/A

MFEN (A) GSP/Preferences (B) ©)

Any
pref
non
zero

OENCGEICINOENGEEORECORNORN;

sharelMFN|MeN | MFN MEN |[MPN Any

non- |N/A non- | pref
Zero Zero
Zero Zero | zero

N/A | N/A

Natural or cul-
tured pearls,
precious or semi-
precious stones,
Electrical ma-
chinery and 10.27| 1.49 | 58.54 4.67 |32.07 2.83|1.89
equipment
Nuclear reactors,
boilers, machin-
ery and me- 8.87 | 1.05 | 33.55 9.68 |46.74 7.49|253
chanical appli-
ances,
Plastics and 711|576 | 4.23 2.93 |79.92 12.01/ 0.91
articles thereof

Mineral fuels 5.95 | 2.61 | 25.25 20.94|53.76 0.04]0.00
Optical, photo-
graphic, cine- 5.83 | 0.88 | 71.30 6.79 |17.07 4.20|0.64
matographic,
Pharmaceutical
products
Organic chemi-
cas

Edible vegeta-
bles

Tools, imple-
ments, cutlery,
spoons and
forks,

TOTAL 71.70

Source: own calculations, Trains and Eurostat (MFN tariffs are weighted average accord-
ing to EU imports from country).

18.48| 0.07 |97.35 032|201 0.19|0.14

436 | 0 |100.0 0.00

4.29 | 1.43 | 89.22 046 | 7.14 2.57 | 0.62

3.64|6.24| 0.09 | 9.86 |0.03 39.22|12.92|31.61| 6.08 | 0.19

291 | 2.69 3.23 |25.68 71.03| 0.06
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For Jordan, Table 31 shows that the sector with the lowest degree of preference
utilisation is the ‘Rubber and articles thereof’ which occupies 8.86% of total ex-
ports to the EU and where 97% of exports are eligible for preferential treatment
but end up paying the 4.42% MFN tariff. Furthermore, the ‘ Nuclear reactors, boil-
ers, machinery and mechanical appliances’ sector also shows signs of little prefer-
ence utilisation where the tariff faced is 1.1%. Overall, and except for the two
earlier mentioned sectors, a large share of Jordan’s top export sectors enjoy duty
free access to the EU.

Table 31. Top importsfrom Jordan by trade regime 2007 (%)

MFEN (A) GSP/Preferences (B) IZI(/:'?
any
Total MFN MFEN| Any
shareMFN MFN non- | N/A MFN non- | pref Pref N/A | N/A
Zero Zero non
Zero zZero | zero
Zero
. GO A O @ 1@ |6 |0
Inorganic 12.78| 5.38 | 0.29 213 |85.02 1256
chemicals
Fertilisers 12.40| 0.59 [90.00 0.49 | 5.29 3.20 | 1.03
Rubber and 8.86 | 442 | 1.09 97.60 131
articles thereof
Natural or cul-
tredpearls, | g a5 | 1 49 (44,73 4.43 |44.86 5.97
precious or semi-
precious stones,
Aluminium and
articles thereof 831 | 2.58 |63.02 0.29 |36.69
SAlt sulphur;, | 526 | 933 0.04 | 1.63 0.00
earths and stone
E‘g"evegeta’ 536 | 7.75 | 0.25 427 |64.70|15.14| 5.91 | 9.72
Nuclear reactors,
boilers, machin-
ery and me- 445| 1.1 (1752 49.71|31.50 0.69 | 0.58
chanical appli-
ances;
Copperand | 369|001 |99.75 0.25
articles thereof
Electrical ma-
chinery and 3.03 | 5.81 |36.66 16.56| 0.01 6.37 | 40.4
equipment
TOTAL 73.01

Source: own calculations, Trains and Eurostat (MFN tariffs are weighted average accord-
ing to EU imports from country).
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Looking at Morocco's top exports to the EU in Table 32, we see how ‘articles
of apparel (not knitted or crocheted)’ occupies a 21% share of total exports to the
EU where the MFN weighted tariff stands at 11.64%. Morocco receives preferen-
tial duty free access to the EU in this category for 91% of its exports, where for
5% it pays the MFN tariff even though eligible for duty free preferences. In con-
trast ‘articles of apparel (knitted or crocheted)’ pays a similar tariff in entry to the
EU for 12% of exports where duty free access is granted to 83% of exports. This
contrasts with Table 29 where we find similar patterns for this sector in Egyptian
exports to the EU. These degrees of commonality may point to existing barriers to
accessing preferencesin this sector.

Table 32. Top importsfrom M orocco by trade regime 2007 (%)

MFN (A) GSP/Preferences (B) '?é';‘
Any
Total MFEN MFN| Any
shareMFN MFN non- | N/A MFN non- | pref pref N/A| N/A
Zero zZero non
zero Zero | zero
Zero
OENGEICOINORRCENOREORICONNY
Articles of apparel
and clothing aCCesso- ) 4119 g4 5.39 |91.49| 0.00 [3.11] 0.01
ries, not knitted or
crocheted
Electrical machinery |61 1 65 [19.10 9.40 [71.25 0.16/0.10
and equipment
Articles of apparel
and clothing accesso- | g 45 |44 gy 12.83(83.72| 0.01 [3.420.02
ries, knitted or cro-
cheted
Edible vegetables 7.14 1854 | 0.02 | 0.01 {0.04 12.65|37.52|47.15|2.53| 0.07
Fish and crustaceans, | 6.54 | 9.7 | 1.26 0.60 |97.59| 0.29 (0.09(0.16
Edible fruit and nuts;
peel of citrusfruitsor| 3.81 |13.71| 1.83 | 0.36 |0.04 6.82 [45.24|43.12|0.88| 1.71
melons
Preparations of meat,
of fish or of crusta- | 3.48 {18.67| 0.01 4.61 (89.03| 0.16 |6.04|0.15
ceans
Salt; sulphur; earths | 5 55| 59 |g7.62 1.99 0.19
and stone
Fertilisers 3.12 | 6.09| 0.82 1.07 |92.13 5.98
Footwear, gaitersand| , g, | 7 55 1.34 |95.27| 0.03 [0.45| 2.91
thelike;
TOTAL 77.96

Source: own calculations, Trains and Eurostat (MFN tariffs are weighted average accord-
ing to EU imports from country).
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Table 33 considers Tunisia's top export sectors to the EU. Here the degrees of
preference utilisation tend to be high with the exception of the ‘nuclear reactors
sector where 13.12% of exports do not appear to benefit from preferential access
but where the low tariff may disincentivise firms to tackle the cost of abtaining

preferences.

Table 33. Top importsfrom Tunisia by trade regime 2007 (%)

MFN GSP/Preferences N/A
(A) (B) ©)
MF Any
Total MF MFEN| Any
share [MPNI N | N InaMPNFaon | pref | PP Inva [nia
zero| "o 2801 zero | zero | NN
zero zero
ORNCEIOINORNCERCORRCOREORNC;
Articles of apparel
and clothing acces- | 5, gg 119 49 2.86 |85.69| 0.43 |11.0/0.01
sories, not knitted
or crocheted
Blectrical machin- | 4 ) | 1 g6 |26.96 5.18 |66.43 1.25(0.17
ery and equipment
Mineral fuels 17.83 | 0.26 |90.91 520 | 3.88 0.00
Articles of apparel
andclothing acces- | g g |41 7g 2.74|91.77| 0.04 |5.45(0.01
sories, knitted or
crocheted
Footwear, gaiters | g nq | g 57 0.53 [96.75| 0.02 |0.60|2.10
and thelike;
Nuclear reactors,
boilers, machinery | 50, | 15 4076 13.12|45.38 0.75/0.00
and mechanical
appliances;
Fertilisers 261 | 58 |1.27 3.83182.93| 0.31 |11.7
Vehicles other than
railway or tramway | 251 | 5.1 |0.07 1.70 |97.24| 0.05 |0.93|0.01
rolling-stock,
Other made-up 155 |10.57|3.17 1.23 |65.55| 0.00 |30.1[0.00
textile articles;
Optical, photo-
graphic, cinemato- | 1.48 | 0.87 |54.33 5.86 |39.58 0.07/|0.16
graphic,
TOTAL 83.10

Source: own calculations, Trains and Eurostat (MFN tariffs are weighted average accord-
ing to EU imports from country).
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Overall, Table 29 to Table 33 show how, for top exports of MED5 countries,
the degree of duty free access to the EU is of high magnitude. There is however
some evidence for certain products where the costs of obtaining preferences are
high. Thisis predominantly in the Textile and Clothing sectors.

6.2. Egypt

The Association Agreement between the EU and Egypt entered into force in
2004. Prior to this Egypt has been engaged in bilateral liberalisation with Agadir
countries and is a member of PAFTA (Pan-Arab Free Trade Area). In 2007,
Egypt’'s trade agreement with Turkey entered into force. Whilst the agreements, in
terms of liberalisation schedules and goods covered, are in different stages, it is
not unreasonable to expect Egypt to trade most with its preferential partners. In
terms of tariff barriers to trade, Egypt has a relatively protected economy which
suggests that there is scope for either trade creation or trade diversion arising from
these preferential schemes. Out of the 5 focus countries, Egypt is the one which
exports most heavily to the MED region with 14.9% of total exports destined to
this region, furthermore evidence points to strong annual growth of exports to the
region in excess of 8%%. The largest intra-regional destination of Egyptian prod-
ucts in 2004 was shown to be Jordan (3.8%) and then Turkey (3.05%) which is
unsurprising given the aforementioned bilateral agreements which suggest strong
links with these two countries. In terms of extra-MED region exports, the ‘natural
trading partner’ appears to be the EU- market which occupies 34.8% of exports
and from where 26.6% of imports originate. But where growth of exports to the
EU appeared to be above 10% annually, imports from the EU have fallen at an
annual rate of 3.8%. IntraiMED imports on the other hand have seen important
growth with an annual rate above 20%. Table 34 shows the important concentra-
tion of top exports in the mineral fuels industry which in 2006 occupies over 45%
of total exports and over 55% of exports to the EU. Correspondingly the revealed
market access indicators (RMA1 and RMA?2) are high in the EU market implying
that Egyptian exports to the EU in this category are higher than what would be
predicted by economic mass or comparative advantages. This sector’s strong per-
formance in the EU market is not matched in other MED countries which could
suggest that there could be market access impediments. Alternatively it is possible
that there are closer suppliers of petroleum products to the region such as Algeria,

2 See Table 7.
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Libya or Syria. Overall, Egypt’s top exports seem to follow strong revealed com-
parative advantages but there is evidence pointing to the possible existence of
market access barriers both in accessing the EU and MED markets. For illustrative
purposes we consider the orange export sector which has a very strong global
comparative advantage. The RMA indicators (both below 1 in the EU and MED
markets) indicate that there is reason to believe that some market access restric-
tions may exist. In the case of the EU market, oranges appear to have a strong
bilateral RCA implying that the share of imports from Egypt is higher than the
equivalent share of imports from the world hence implying that Egyptian oranges
receive, comparatively, a strong access to the EU, however this access falls short
of the strong RCA that Egypt enjoys in world markets. Furthermore trade flows
suggest that Egypt exports more oranges to the rest of the world than to the EU
even after normalising by economic mass. These effects could be driven by differ-
ent preferences across markets and cannot be solely attributed to market access
issues. Other export sectors in which there could be market access concerns in the
EU as suggested by the RMA indicators are those of rice, trousers or bars of
iron/steel. Other top 15 sectors identified are in primary goods sectors (rice, or-
anges, urea, Cotton); in processed products of iron or steel; and in textile and
clothing sectors where market access varies both by goods and destination. Table
34 aso shows that the composition of exports to the EU varies greatly to that seen
in the MED market which points to either heterogeneous demand or preferences
across regions or to the existence of market access restrictions.

Table 34. Egypt Top 15 exportsto the World 2006

o Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto |RCA EU
World the EU MED

271111 |Liguefied :-- Natural gas |  19.06% 22.81% 0.00% |37.72| 81.72
Petroleum oils and cils

271000 |TETOCR 1288% | 1237% | 250% |355| 3.87

270900 Eﬁ;‘i’r'gr?ro”s andoils | 15530 | 1826% | 000% |145| 281

720839 |Other incails notfur- |4 g0, 154% | 050% |19.55 17.85
ther worked

310210 |Urea whetherornotin |y g0, 267% | 036% |27.94 87.25
aqueous sol

252329 |Portland cement -Other | 1.47% | 002% | 6.76% |30.00] 0.89

271112 |Liquefied :-- Propane 1.29% 2.34% 0.76% | 743 18.27

080510 _|Oranges 118% | 070% | 014% |40.84| 17.07

740811 |Of réfinedcopper - OF |9 1500 | 07306 | 680% |867| 4.93
which the

520100 g(;’rﬁgga”"t carded or 106% | 043% | 067% |10.27| 28.60
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Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto |RCA EU
World the EU MED
100630 |omi-milledorwholly | 500 | 00106 | 661% [19.23] 036
milled rice,
620342 |1rousers bibandbrace | g 50, 030% | 003% |[635| 153
overals, b
721420 |COMANINGindentations, | 9100 | 04406 | 341% [12.42 6.29
ribs, groo
271121 'rgl %ﬁf’”s state--Nat-| - o400 | 010% | 864% |085| 005
610910 |OF cotton (T-shirts) 0.92% 156% | 010% |5.16] 580
Total 59.24% | 64.27% | 37.28%
Average 15.43| 18.49

Table 35 continued

BRCA | RMA1 | RMAl | RMA2 | RMA2 T
HS Code MED EU MED EU MED HTWId| IT EU MED
271111 0.00 2.17 0.00 2.92 0.00 0.01 0.00 0.00
271000 0.46 1.09 0.13 1.87 1.21 0.63 0.27 0.57
270900 0.00 1.94 0.00 4,94 0.00 0.58 0.09
720839 2.48 0.91 0.13 1.34 1.61 0.14 0.04 0.00
310210 1.79 3.12 0.06 455 1.21 0.02 0.00 0.00
252329 33.53 0.03 1.12 0.02 28.65 0.01 0.55 0.00
271112 0.89 2.46 0.12 13.16 3.70 0.83 0.00 0.82
080510 0.69 0.42 0.02 0.88 0.73 0.00 0.00 0.02
740811 61.97 0.57 7.15 1.01 38.06 0.08 0.20 0.00
520100 3.81 2.79 0.37 0.54 3.94 0.73 0.79 0.62
100630 86.94 0.02 452 0.01 40.68 0.27 0.76 0.00
620342 0.03 0.24 0.01 0.38 0.18 0.22 0.09 0.47
721420 5.19 0.51 0.42 0.64 22.62 0.00 0.00 0.00
271121 7.69 0.06 9.03 0.12 57.53 0.00 0.00 0.00
610910 0.09 1.13 0.02 8.55 0.69 0.09 0.03 0.57
Tota
Average 13.70 1.16 1.54 2.73 13.39 0.24 0.19 0.22

Source: Own calculations, Comtrade (mirror flows).

Table 35 then ranks Egypt’ s exports to other MED partners in descending order
of importance and selects the top 15 products exported to this region. Initially we
see strong differences between this table and Table 34 where there is a much lower
concentration in the mineral fuels sector than that previously reported. Overall,
Egyptian exports to the MED region continue to follow comparative advantages
and generally show a strong bilateral RCA implying that Egypt’s market presence
in the region for its top products is higher than the average market presence of
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other competitors. RMA1 indicators point to possible existing barriersin iron and
steel sectors, in cement and in some petroleum products where global comparative
advantages surpass bilateral comparative advantages. RMA2 vaues show that
Egypt export’s in these categories are much higher than what would be predicted
by economic mass and hence suggest that market access in the MED region ap-
pears to be good for Egypt’s top exports. These strong numbers may be the result
of the pre-established trade agreements with some of the MED countries in the
form of either PAFTA, Agadir or the new agreement with Turkey and could sug-
gest, by precedent, that despite there being structural differences across MED
partners in trading patterns, regional trade agreement may have an important en-
dogenous effect that increases trade between bilateral partners. The worry is that
this may have come about through trade diversion rather than trade creation and
hence may be welfare reducing.

Table 36. Egypt Top 15 exportsto Mediterranean Partners 2006
Export | Export

HS - BRCA [RMA1|[RMA2| IIT
Code Product description share | Share | RCA MED | MED | MED |MED
MED | EU

271121 | !N gaseous state :-- 8.64% | 0.10% | 0.85 | 7.69 | 9.03 | 57.53 | 0.00
Natural gas

70811 | Of refined copper - | o 0000 | 07306 | 867 | 61.97 | 7.15 | 38.06 | 0.00
Of which the

252329 Cp)ct’atéra”d cement - | 57696 | 0.02% |30.00| 3353 | 1.12 | 28.65 | 0.00

100630| Semi-milledorwholly | o 010/ 1 6 0196 [19.23| 86.94 | 452 | 40.68 | 0.00
milled rice,

721420 | CON@NIng indenta | 5 110,11 0 4406 [12.42| 519 | 042 | 22.62 | 0.00

tions, ribs, groo

271000 Petroleumoailsand | 5 000 195 37001 355 | 046 | 013 | 1.21 | 057
oils obtained fr

270400 | Coke and semi-coke |, a0, | 1606 | .45 | 84.37 | 13.00 | 40.03 | 0.00
of coal, of lign

Electrical energy.

271600 | - o { 1.84% | 0.00% | 0.73 | 73.27 | 100.72| 60.54 | 0.00
(optional headin

210690 | Other (food prepara | 4 a0, | 50106 | 2.60 | 1623 | 6.04 | 26.69 | 0.11
tions nes)

280300 | CaPon (carbonblacks| 4 570, | 3704 1929 5087 | 264 | 23.88 | 0.00
and other for

252310 | Cement clinkers 1.49% | 1.04% |28.81| 15.05 | 052 | 13.56 | 0.00
Of aluminium, not

0, 0,
760511 31 = 1.46% | 0.26% |15.81| 60.00 | 3.80 | 33.50 | 0.00
390120 POethylenehavinga | 4 o001 9 1504 | 466 | 14.01 | 3.01 | 12.19 | 0.03
specific grav
730890 | Other (structures) 1.31% | 0.05% | 153 | 11.53 | 7.52 | 38.23 | 0.22
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Export | Export
HS .. BRCA |[RMA1|RMA2| IIT
Code Product description | share | Share | RCA MED | MED | MED |MED
MED EU
690890 tcl’ltg (glazed ceramic | 4 5104 | 0089 | 3.77 | 751 | 1.99 | 2753 | 0.01
Totd 49.15%|16.77%
Average 10.56| 35.24 | 10.78 | 30.99 | 0.06

Source: Own calculations, Comtrade (mirror flows).

6.3. lsrad

Israel’ s longstanding trade relations with the EU resulted in the entry into force
of an Association Agreement in 2000. 15 Years earlier, Israel had signed an FTA
agreement with the US. Table 7 identified Israel’s ‘natural trading partners’ as
being outside the MED region where the EU appeared as the most important ori-
gin of imports (over 40%) whilst NAFTA was the preferred destination of exports
(38%) in 2004. The share of total intra-Med trade was shown to be below 3% of
total trade, where most of this is with Turkey. Table 36 looks at Isragl’s top 15
exports to the world in 2006 and delimits how these are performing in different
markets. Here we are primarily concerned with Isragl’s market access in the EU
and hence focus predominantly on this market with our indicators. From the table
we see a strong concentration of top exports in ‘diamonds’ (sectors 710239 and
710231) where these take over athird of total exports to the world and where Is-
rael has a strong comparative advantage both in the world market and in the EU
market. We also note that this sector appears to have relatively high intra-industry
trade linkages with the EU and the world. By and large, and despite high levels of
concentration driven by the ‘diamonds’ sector, Isragli exporting structures appear
to span a large array of sectors. These vary from industrial parts and accessories
for ‘telephone apparatus’, ‘aeroplanes and helicopters and ‘data processing ma-
chines' to final goods in precision apparatus such as those used in hospitals. We
also see a strong chemical and pharmaceutical sector showing strong comparative
advantages. Overall, in terms of market access to the EU as delimited by compara-
tive advantages (RMA1 EU) we see how |srael’ s comparative advantage in the EU
appears to follow that witnessed in the world. Where the RMA2 looks at bilateral
trade according to economic mass, Table 36 suggests that there is some evidence
of reduced market access in the EU for ‘medicaments’ and ‘transmission appara-
tus'. These market access shortcomings cannot be fully attributed to the existence
of market barriers as they can aso be driven by differences in tastes and prefer-
ences. In the case of medicaments, we aso see and RMAL indicator below 1. This
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suggests that the comparative advantage enjoyed by this industry with respect to
the world is not reciprocated in the EU market. Table 36 also considers how the
top 15 products behave in the MED region by looking at various bilateral indica-
tors. We see a very low export share to the region in Israel’s top products which
tranglates into low revealed market access in the region. Overall there is little evi-
dence of Isragl enjoying a strong market access in the region for its top export
products, but this could be driven by differences in tastes and lower demand in the
from MED partners for these types of products. The bRCA in the region (bRCA
MED), which compares Israel’s market share of exports to the MED partners with
that of the world, remains above one in many goods implying that Israel enjoys,
comparatively, a strong presence in the MED region, however the RMA1 for the
region shows that this presence is lower than would be predicted by Isragl’ s strong
comparative advantage.

It is also important to note that Israel’s prior trade agreement with the US and
its AA with the EU is likely to have caused some trade re-orientation. This effect
occurs when EU products match the market access that the US receives in Isragl.
To grasp the potential scope for this effect, we derived, in previous sections, a
measure of similarity in importing structures across these destinations and sug-
gested that given high similarity, the scope for trade re-orientation should not be
discounted. This effect should be welfare enhancing for Israel as it essentially
implies the removal of trade diversion caused from the US agreement as more
efficient EU imports displace imports from the US. However, |sradl’ s tariffs being
very low, this effect would not have been of high magnitude.

Table 37. Israel Top 15 exportsto the World 2006

Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto |RCA EU
World the EU MED
710039 |Non-industrial :-- Other | - o) 9300 | 134006 | 2.75% |87.20| 82.58
(diamonds)
710231 |Norvindustridl :-- Un- 7.76% 11.30% | 0.00% |29.49| 40.30
worked (diamonds)
300490 |Other (Medicaments) 6.76% 256% | 237% |390] 099
851790 ;"’I‘S(Tdephony apa | 306 | 475% | 111% |19.35 25.16
ggo330 |Other partsof aeroplanes 5 5900 | 00006 | 000% |542| 0.00
or helicopters
820900 fg;s’ sticks, tips (CUt- | 4 o7g, 233% | 019% |32.78| 43.33
3g0ggp |Other (Chemical Prod- | ) o0 | 53606 | 040% |86.98] 120.67
ucts Misc)
302400 |Other (tableware, kitch- |4 4, 240% | 028% |30.55| 63.26
enware)
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Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto |RCA EU
World the EU MED

852520 |Transmission apparatus 1.01% 0.81% 0.22% |0.61| 0.39
310500 (O (minerdl chemical g 5o | 054% | 0.75% |1454)175.78
ertilizers)
Electro-diagnostic appa-
ratus

Parts and accessories
847330 |automatic data process- 0.87% 0.98% 0.12% |056| 0.70
ing machines)

Other instruments and
901890 |appliances (medi- 0.82% 1.02% 0.36% |365| 3.94
cal,surgical ,dental)
Other, including parts

901819 0.92% 0.86% 0.17% |15.59| 15.22

902290 |and accessor (X-ray, 0.81% 0.69% 0.46% |16.43| 13.39
radio etc)

711319 g:y;;recmus metal (jew- | g 7794 0.55% 024% |2.76| 417
Total 62.83% | 44.64% | 9.43%
Average 32.04| 39.02

Table 38 continued

BRCA | RMAl1 | RMAl1l | RMA2 | RMA2 T

HS Code MED EU MED EU MED T WId| IT EU MED
710239 1.91 0.95 0.02 0.37 0.15 0.48 0.62 0.13
710231 0.00 1.37 0.00 1.27 0.00 0.78 0.59
300490 1.56 0.25 0.40 0.33 0.60 0.45 0.75 0.01
851790 5.68 1.30 0.29 0.94 0.43 0.10 0.11 0.41
880330 0.00 0.00 0.00 0.00 0.00 0.58 0.00 0.00
820900 7.34 1.32 0.22 1.60 0.26 0.12 0.07 0.00
380890 22.58 1.49 0.26 1.69 0.57 0.01 0.02 0.00
392490 8.24 2.07 0.27 1.79 0.41 0.04 0.03 0.45
852520 0.17 0.64 0.27 0.70 0.38 0.87 0.55 0.05
310590 53.65 1.21 0.37 0.47 1.27 0.00 0.00 0.00
901819 2.94 0.98 0.19 0.82 0.31 0.19 0.35 0.00
847330 0.19 1.26 0.34 0.99 0.23 0.81 0.62 0.62
901890 1.33 1.08 0.37 1.09 0.74 0.41 0.53 0.01
902290 5.74 0.81 0.35 0.74 0.98 0.47 0.55 0.00
711319 0.69 151 0.25 0.62 0.53 0.47 0.91 0.11
Tota
Average 7.47 1.08 0.24 0.90 0.46 0.38 0.38 0.13

Source: Own calculations, Comtrade.

Where the previous table looked at the top Isragli exports to the world, Table
37 shows top exports to the MED region in 2006. As a first exercise, it is impor-
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tant to consider differences in the products that are being exported to the different
destinations. It is not unreasonable to expect similarities in the product mix across
destinations as trade theory suggests that countries export according to compara-
tive advantages where differences in exports across destinations could be ex-
plained by differences in tastes and hence demand. Form Table 37 we observe that
the product mix towards the MED region differs considerably from that towards
the world. As earlier stated, this can be due to differences in tastes, but this can
also bring to light market access issues for Israeli products in the MED region.
Overall, we see, from Table 37, that the top 15 products exported to the MED
region benefit from strong bilateral comparative advantages and show very high
revealed market indicators. Notable exceptions to this trend are non-industrial
diamonds and medicaments which have an RMA1 and 2 below 1 suggesting that
regional RCAs are below global RCAs and that access to the MED market is be-
low that which would be expected by gravity type variables. Looking at the [T
indicators we see that the only significant overlap is in the ‘polyethylene’ sector
wherethe |l T isof 0.49, IIT in other sectorsis either low or inexistent.

Table 39. Israel Top 15 exportsto Mediterranean Partners 2006
Isrl ex-

HS Product descrip- | lsrl export ot | RCA BRCA|RMA1|RMA2| IIT
Code [tion share MED P MED | MED | MED [MED
share EU
720449/ Otherwasteand |5 00 | G oa0s | 112 | 595 | 531 | 7732 | 0.00

scrap (Ferrous)
390210|Polypropylene 4.41% 0.37% | 1.50 | 9.02 | 6.03 | 37.85 | 0.08

Other (articles of

732690 3.11% 043% | 1.71| 19.99 | 11.70 | 14.38 | 0.13

iron and steel)

710p3g|Norvindustrial - ) pg | g9 4006 187.20] 101 | 002 | 015 | 013
Other (diamonds)

3go110|OlYethylenehav- |5 geor | 03300 | 0.89 | 10.35 | 11.62 | 31.16 | 0.49
ing a specific

Cartons, boxes and

481910 of corrim 264% | 000% | 1.23|57.43| 4651 | 80.28 | 0.23
847090 giﬁigg"“'a“”g 258% | 0.06% |18.32(284.18| 1551 | 42.61 | 0.00
300490 gte*:%(med"’& 237% | 256% |390| 1.56 | 0.40 | 0.60 |0.01
290243 Q:g? p- 197% | 0.98% | 4.52|106.26| 23.50 | 10.06 | 0.00
841582/ Other :-- Other, 1.85% | 0.34% | 6.00|4254 | 7.09 | 17.83 | 0.00

(air-con machines)
710812 ?‘é’é‘l'dr;‘onetary:" 1.81% | 0.03% | 0.17 |114.12|680.77 | 61.15 | 0.00
847050|Cash registers 167% | 025% |21.03/116.23] 553 | 12.05 | 0.00
380991[Other - (finishing] 1.61% | 0.02% | 2.46 | 35.78 | 14.53 | 59.59 | 0.10
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HS  |Product descrip- | Isrl export | 'S & BRCA |RMAL|RMA2| IIT
Code |tion shareMEDShport RCAI'MED | MED | MED |MED
areEU
agents, dyes)
200230| OIUENe (Organic | 4 4705 | 004% | 2.42 | 37.22 | 15.40 | 50.55 | 0.00
chemicals)
Unsaturated:--
290129|(acyclic Hydro- 139% | 0.02% | 2.65|237.83| 89.66 | 56.02 | 0.00
carbons)
Total 39.36% | 18.96%
Average 10.34] 72.02 | 62.24 | 36.77 | 0.08

Source; Own calculations; Comtrade.

6.4. Jordan

The AA agreement between Jordan and the EU entered into force in 2002, one
year after the US-Jordan agreement. As posited earlier in this document, the de-
gree of trade diversion as a result of an agreement can be reduced as a country
increases its bilateral agreements with natural trading partners given that the prob-
ability of catching least cost producers increases. In this respect, Jordan also has
pre-established agreements with Singapore and is member to the PAFTA. In terms
of imports, preferential partners such as the EU and the US occupy just over 30%
of total imports with other sources being the GCC and the ASEAN+3 region as we
saw from Table 7. To the extent that a large share of imports comes from non-
preferential partners and where Jordan’'s has high levels of protection (Table 5)
there may be scope for trade diversion. In terms of exporting structures, Jordan is
the MED country that exports the least to the EU in terms of shares and aso shows
modest growth in exports to this destination. The preferred export destination ap-
pears to be the NAFTA region taking 26% of total exports with other non-
identified regions taking the largest share. Where intraMED trade is concerned,
Jordan shows important links with the region which takes over 13% of total ex-
ports and from where Jordan sources over 11% of imports. It is important to note
that there are already pre-established trade agreements with some MED partners
and that these numbers may reflect this.

Table 38 shows strong diversity in Jordan’ s top exports to the world with 4 sec-
torsin T&C occupying near 16.5% of total exports, 2 within the fertilizer category
occupying 10.5% and another couple in the pharmaceutical s category with 6.8% of
total exports. Other top export sectors are engaged in jewellery, tomatoes or alu-
minium casks. Looking at how these exports are performing in the EU market we
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see how most, besides ‘Calcium Phosphates and ‘Carnallite’, are of relatively
little importance in export shares to the EU. Most markedly is the first entry for
garments which occupies 6.46% of total exports but only 0.12% of exports to the
EU. Here Jordan holds both a strong global comparative advantage and also has a
bilateral comparative advantage in the EU. This a priori implies that Jordan’s ex-
port share in the EU is higher than the average share of world imports of the EU in
this category which suggest relatively strong market access into the EU. However,
looking at the RMA indicators there is evidence that Jordan should be exporting
more of this product to the EU given both the economic mass of this market and
taking into account exports to the rest of the world. In contrast we consider the
‘Carnallite’ sector (HS 310410), here Jordan holds a very strong comparative ad-
vantage and has a strong market presence in the EU relative to other partners, but
there is still evidence that Jordan’s exports in this product fall short of their poten-
tial, as suggested by the RMAZ2 in this sector. In fact all RMAZ2's for the EU mar-
ket are below 1 implying that the latter proposition seems to hold for all of Jor-
dan’s top exports. The reason for this shortfall is apparent from earlier analysis
which saw that the share of exportsto the EU in total exportsis but 3%. Given the
EU’s proximity and economic mass, Jordan exports a surprisingly little amount to
this market. In terms of access to other MED partner markets, besides medica-
ments, jewellery, tomatoes and aluminium casks, most products have relatively
little revealed market access in the region. Turning to 1T indicators, Jordan has
strong links with the world but these are low with the EU and MED partners. |1 T
is highest with the EU in Garments, Jewellery and aluminium casks, but remains
fairly low. With respect to MED partners, we see strong |1 T in Garments and Jew-
ellery.

Table 40. Jordan Top 15 exportsto the World 2006

Export Export Export
HS Code |Product description sharetothe| Shareto | Shareto| RCA

World the EU MED
611490 |OFf other textile materials) o 1o 012% | 018% | 779.8 | 46.97
(other Garments)

310410 |Camnalite sylviteand 6.24% | 2019% | 1.46% |2559.5| 30045
other crude

300490 |Other (medicaments) 5.17% 4.41% 8.62% | 298 | 170
711319 g{eﬁ’;‘f'o“s metal (Jew- | 6eop 11.97% | 478% | 16.77 | 91.52
Other, including mix-
310290 |tures (nitrogenous fertil- 4.33% 0.00% 0.06% |1528.7| 0.00
izers)

Skirts and divided skirts

620459 |00 428% | 043% | 041% |307.28| 23.87

BRCA
EU
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Export Export Export
HS Code |Product description sharetothe| Shareto | Shareto| RCA
World the EU MED

BRCA
EU

Unground (natural Cal-

251010 |V 380% | 11.16% | 0.07% |505.11|23045
cium Phosphates)

611020 (?\f;‘s’)tton (erseys, Pull- | 50806 | 1.41% | 0.00% | 25.89 | 11.04

610600 |Of other textile materidls| g, 004% | 000% |428.22| 876

(Women's Blouses)
Tomatoes, fresh or

070200 2.50% 0.75% 4.30% | 48.99 | 10.15

chilled.

280920 |hosphoric acid and 2.43% 001% | 0.20% |108.63| 0.79
polyphosphoric

761200 |Other (aluminium 1.90% 017% | 3.89% | 6449 | 422
Casks)

300390 |Other (medicaments) 1.81% 0.15% 7.67% | 4262 | 3.71
151620 |Vegetable fatsand oils 1.64% 0.00% 0.07% | 63.75 | 0.00
240290 |Other (cigars, cigarettes) | 1.49% 0.00% 0.36% |1246.7| 0.00
Total 52.54% 50.81% | 32.07%
Average 515.29 | 2170.2

Table 41 continued

BRCA | RMAl1l | RMAl1 | RMA2 | RMA2 nT

HS Code MED EU MED EU MED T WId| IIT EU MED
611490 9.84 0.06 0.01 0.00 0.32 0.10 0.48 0.88
310410 49444 | 11.74 0.19 0.36 2.67 0.00 0.00 0.00
300490 5.68 0.57 1.90 0.10 19.11 0.96 0.10 0.13
711319 13.86 5.46 0.83 0.29 11.78 0.73 0.35 0.80
310290 89.47 0.00 0.06 0.00 0.15 0.00 0.00 0.00
620459 66.49 0.08 0.22 0.01 1.09 0.00 0.00 0.00
251010 15.48 4,56 0.03 0.32 0.22 0.00 0.00 0.00
611020 0.08 0.43 0.00 0.05 0.02 0.00 0.01 0.00
610690 0.00 0.02 0.00 0.00 0.00 0.00 0.03 0.00
070200 21833 | 0.21 4.46 0.03 19.73 0.00 0.00 0.00
280920 8.60 0.01 0.08 0.00 0.95 0.00 0.20 0.01
761290 68.82 0.07 1.07 0.01 23.44 0.07 0.35 0.12
300390 130.24 | 0.09 3.06 0.01 48.64 0.22 0.07 0.02
151620 1.23 0.00 0.02 0.00 0.47 0.17 0.00 0.30
240290 48851 | 0.00 0.39 0.00 2.73 0.02 0.00 0.00
Total
Average | 10740 | 155 0.82 0.08 8.76 0.15 0.11 0.15

Source: Own calculations, Comtrade.

In terms of top exports to other Mediterranean partners, Table 39 identifies
medicaments as the sector with the highest share (16.3% of total exports to these
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partners) with Jewellery, tomatoes, underpants and aluminium casks closely fol-
lowing. Top exports follow global RCAs and market access into the region ap-
pears to be relatively good but 1T in the region remains low. This table, in con-
trast with Table 38, also highlights differences across top exports according to
destination which could be driven by differences in demand rather than market
access issues.

Table 42. Jordan Top 15 exportsto Mediterranean Partners 2006

Export | Export

HS - BRCA|RMAL1| RMA2| IIT
Code Product description mgg SE:E\Jre RCA MED | MED | MED IMED

300490 |Other (medicaments) | 8.62% | 441% | 298 | 568 | 1.90 | 19.11 | 0.13
300390 |Other (medicaments) | 7.67% | 0.15% | 42.62 |130.24| 3.06 | 48.64 | 0.02

711319 |Of preciousmetd | ) 200 191 9706| 1677 | 13.86 | 0.83 | 11.78 | 0.80

(jewellery)
070200 IﬁW;O%' fresnor 1 4 3006 | 0.75% | 48.99 |218.33| 446 | 19.73 | 0.00
Underpants and briefs
610711 | Pt S 3.95% | 0.00% | 32.35 |184.91| 572 | 8361 | 0.02
761290 ?;str)(a'“m'”'“m 3.89% | 0.17% | 64.49 | 68.82 | 1.07 | 2344 | 0.12
070700 E%Z“mbersa”d gher-| 3 1896 | 0.76% | 65.68 |494.78| 7.53 | 35.79 | 0.00

Garments, made up
of knitted or cro
Machines, each of a

611300 2.60% | 0.00% | 81.30 |379.55| 4.67 | 87.13 | 0.00

8as012 |, o 1.97% | 0.00% | 40.92 | 85.72 | 2.10 | 83.26 | 0.02
ry linen capac

760410 g{o"g"/g&“'”'”m' ot |1 769 | 3.25% | 21.68 | 50.67 | 2.34 | 57.20 | 0.10

070930 S‘;ng"”%(egg' 1.59% | 0.03% | 147.59 |491.79| 3.33 | 47.42 | 0.00

611420 3;’?3?0” (other gar- | 1 5605 | 0.03% | 137.00 | 183.85| 1.34 | 12.41 | 0.00

481810 |Toilet paper 1520 | 0.00% | 1254 |233.93| 18.66 | 59.14 | 0.15
310410 |CAMAlite, sylviteand) | jo00 |56 1006 |2550.55( 494.44| 019 | 267 | 0.00

other crude
852812 |Reception apparatus | 4 sa0. | 00006 | 0.60 | 4.87 | 810 | 47.88 | 0.26
for television,
Total 50.24%| 41.71%
Average 21834 | 202.76| 435 | 42.61 | 0.11

Source: Own calculations; Comtrade.
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6.5. Morocco

Morocco's bilateral track record starts with the conclusion of the PAFTA
agreement in 1998 and is followed by the Association Agreement with the EU
which entered into force in 2000. More recently, Morocco has signed agreements
with the US and Turkey (both entered into force in 2006). In terms of exports,
Table 7 showed that 74.4% of total exports saw the EU as destination whilst ex-
ports to other MED partners represented but 3% of total exports. In terms of im-
ports, the EU continues to dominate as a preferred source but with a little less
prominence holding 56.14% of total exports. In this respect, the EU appears to be
Morocco’s natural trading partner and these high levels of trade may have been
enhanced as a result of the AA signed in 2000. Top exports to the world as per
Table 40 sees phosphoric acid as Morocco's main export taking a share of 7.94%
of total exports. Where this share in exports to the EU stands at 2.98% there is
evidence, from the RMA indicators, that Morocco' s revealed market access to the
EU maybe lower that what could be predicted by economic mass or the strong
globa comparative advantage enjoyed. The T& C sector is also represented in the
top 15 exports with ‘trousers’, ‘ T-shirts’ and ‘“Woman’ s blouses’ taking over 8.4%
of total exports and where evidence points to there being strong market access to
the EU. These export’'s performance in the MED markets appear to me much
lower and evidence suggests that there is little revealed market access for these
products in the region. This could be due to different preferences but it could also
be the case that there is a strong ‘home market bias' in action as MED partners are
also strong producers of similar goods. Table 40 also identifies other manufactured
products such as ‘semiconductors’ and ‘insulated wire' as well as some chemical
products and fish products showing strong export shares to the world. We can
highlight the ‘ semiconductor’ sector as one that has strong access to the EU taking
7.73% of exportsto the EU and showing strong revealed market access. In contrast
the ‘Phosphoric acid’ sector which is the largest in terms of export shares to the
world and which shows a global comparative advantage appears to have little
presence in the EU market even though it has more presence in this market than
the world average. Both RMAS suggest that Morocco should be trading more of
this good in the EU market. This conclusion can similarly be extended to another
phosphate sector such as ‘unground calcium phosphate’. In terms of |IT, values
are high with respect to the world, the EU and other MED partners in ‘insulated
wire' and with respect to the EU and the world in ‘ semiconductors'.
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Table 40. Morocco Top 15 exportsto the World 2006

Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto| RCA EU
World the EU MED

280920 |Fhosphoric acid and 704% | 298% | 6.74% |35455|180.65
polyphosphoric
Transistors, other than

854129 |photosensit (semicon- 5.63% 7.73% | 0.00% | 40.71 |127.32
ductors)

251010 |Unground (calcium 4.35% 169% | 2.74% |565.44|349.34
Phosphates)

620462 || TOUSers bibandbrace |, 4o, 373% | 0.00% | 1891 | 22.89
overdls, b

620342 |ITOusers bibandbrace |, g o, 3.48% | 0.25% | 17.59 | 17.90
overdls, b

goaqqy |Otherdectricconduc |5 5o00 | 34104 | 0110 | 38.85 | 3943
tors, (insulated wire)

160413 |Fish, whole or in pieces, 2.45% 1.36% 8.72% | 353.66 | 225.06

goaaag |Otherelectricconduc: |5 pa00 | 30004 | 03006 | 44.07 | 6321
tors, (insulated wire)

030759 9?85]‘5;(0“0"“53"”) 201% | 228% | 0.04% |264.97|198.52

310530 |Dlammonium hydroge- | 4 g9, 0.78% | 0.00% |13651| 72.10
northophosphate

70750 |Other aromatichydro- | g o100 | 15305 | 0.00% | 41.17 | 24.64
carbon mixtures

271000 |FEroleumailsandoils | oo, 1.35% | 4.77% | 047 | 0.39
obtained fr

610910 |Of cotton (T-shirts) 1.62% 219% | 0.00% | 839 | 8.34

620630 |CF cotton (Women's 144% | 198% | 000% | 3549 | 37.72
Blouses)

310540 |AMmonium dihydroge- |y 550, 048% | 0.12% |163.62| 72.18
northophosphate
Total 42.65% | 38.18% | 23.82%
Average 138.96| 95.98

Table 40 continued

BRCA | RMA1 | RMAl | RMA2 | RMA2 T

HS Code MED EU MED EU MED HTWId| IIT EU MED
280920 288.68 | 0.51 0.81 0.89 2.70 0.01 0.02 0.00
854129 0.00 3.13 0.00 3.28 0.00 0.62 0.53
251010 57762 | 0.62 1.02 0.93 2.01 0.00 0.00 0.00
620462 0.03 121 0.00 3.26 0.00 0.04 0.03 0.04
620342 2.72 1.02 0.15 3.14 0.30 0.02 0.01 0.53
854441 2.33 1.02 0.06 3.25 0.14 0.88 0.86 0.85
160413 503.55 | 0.64 1.42 1.33 11.32 0.00 0.00 0.00

854449 4.70 143 0.11 3.14 0.42 0.21 0.22 0.08
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BRCA | RMAl1l | RMA1l | RMA2 | RMA2 T
HS Code MED EU MED EU MED T WId| IT EU MED
030759 105.46 | 0.75 0.40 271 0.07 0.01 0.00 0.48
310530 0.00 0.53 0.00 0.97 0.00 0.00 0.00
270750 0.01 0.60 0.00 1.91 0.00 0.01 0.02 0.00
271000 0.98 0.84 2.10 1.76 8.34 0.41 0.27 0.89
610910 0.03 0.99 0.00 3.23 0.01 0.46 0.22 0.04
620630 0.06 1.06 0.00 3.27 0.00 0.02 0.01 0.28
310540 8.96 0.44 0.05 0.91 0.31 0.01 0.00 0.00
Total
Average 99.68 0.99 0.41 2.26 1.71 0.18 0.15 0.24

Source; Own calculations, Comtrade.

Where top 15 exports to the MED region are concerned, Table 41 shows a
strong concentration of Morocco’s exports sectors representing over 70% of total
exports to the region. Most of these sectors have a global comparative advantage, a
strong regional comparative advantage and boast strong market access. The top
export sector is the ‘flat rolled products of iron and steel coated with zinc’ but
agricultural goods such as fish and processed cheese also represent strong shares
in the MED market. Looking at the share of these sectorsin total exportsto the EU
there is evidence that Morocco exports significantly different products to the MED
region. Considering 1T levels, these tend to be low except for the petroleum sec-
tor.

Table 43. Morocco Top 15 exportsto M editerranean Partners 2006

Export |Export
gc?de Product description | share | Share | RCA ?\/IRSS RMME'?:‘)l RMME'?:‘)Z I\/IllETD
MED | EU
Coated with zinc (flat
721049 |rolled prods of 0.28% |0.35% | 5.17 | 54.19 | 10.49 | 36.15 | 0.02
iron/steel)
160413 |FiSh. wholeorin 8.72% | 1.36% |353.66| 50355 | 1.42 | 11.32 | 0.00
pieces, but not m
040630 | Frocessed cheese, not | 7 aeo, | () 000 | 46.23 | 20556 | 4.45 | 32.23 | 0.00
grated or pow
Semi-bleached or
470329 |bleached (Chemical | 7.32% | 0.23% | 5.94 | 114.36 | 19.24 | 53.11 | 0.00
wood pulp)
280020 |Phosphoricacidand | ¢ 2400 | 5 9g04 [354.55| 28868 | 081 | 270 | 0.00
polyphosphoric
Other (elec app. For
853590 |switching electrical | 5.94% | 0.95% | 32.69 | 123.60| 3.78 | 20.78 | 0.01
currents)
271000 Eﬁts“())';“am;'fra”d A477% | 1.35%| 047 | 098 | 210 | 834 | 0.89
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Export [Export

HS . BRCA | RMAL|RMA2| 11T

Code Product description | share | Share| RCA MED | MED | MED |MED

MED | EU

210117 |EXtracts, essencesand) 5 g0 | 000 | 6.27 | 126,35 | 1855 | 66.88 | 0.00
concentrates

721070 |PANted, vamisned or | 5 3000 | 050 | 504 | 4688 | 7.89 | 3355 | 0.00
coated with p

251010 |Unground (naturd 200 |9 690 [565.44| 577.62 | 1.02 | 201 | 0.00
calcium phosphates)

720449 |Other waste and sarap| , s | 1305 | 141 | 219 | 156 | 42.35 | 0.22
(ferrous waste)

340020 |Preparationsfor retall | ja0. 10006 | 1.48 | 4383 | 2058 | 63.62 | 0.02
sale (soap)

030371 |Other fish, excluding | ; a0 | 0606 [117.90| 465.84 | 3.95 | 2925 | 0.00
liversand ro

780110 |Refined lead 2.03% | 0.45% | 18.02| 52.26 | 2.90 | 16.20 | 0.01

721499 |Other (barsrodsof 1 oo | 5004 | 2.69 | 48.92 | 18.20 | 74.46 | 0.38
iron/steel)
Total 71.30%)| 9.80%
Average 101.19| 17632 | 840 | 32.86 | 0.10

Source: Own calculations; Comtrade.

6.6. Tunisa

Tunisia was one of the first countries in the region to sign an Association
Agreement with the EU in 1998, year which also saw the creation of PAFTA of
which Tunisia is a signatory. Other bilateral agreements where recently put into
force with EFTA and with Turkey in 2005. Where trade flows are concerned, Tu-
nisia has the EU as preferred destination and origin of trade with 83% and 69% of
exportslimports respectively. This suggests that the EU is Tunisia's ‘natural trad-
ing partner’ and hence that the N-S agreement is likely to have been generally
trade creating. Where trade with other MED partners is concerned, Tunisia exports
just under 7% of its total exports to the region and imports a share of 7.64% of
total imports from MED partners. In terms of growth rates of trade, Tunisia saw a
yearly growth rate of exports to the EU of over 8% with imports growing at a
slower rate of 5.74%. Exports to other MED partners grew at a yearly rate of 10%
whilst imports from the MED region grew at 9.1% annually. Where these growth
rates are high, they continue to reflect low levels of trade. Table 42 then ranks
Tunisia's top 15 exports to the world according to decreasing share for the year
2006. Concentration is mainly in T&C and footwear sectors of which there are 7
appearances in the Top 15 table. These sectors represent 15.6% of total exports,
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just under 20% of exports to the EU and only 0.36% of exports to other MED
partners. Tunisia has very strong global RCAs in these sectors which are matched
bilaterally in the EU market and where there is evidence that RMAZ2's are high.
This suggests that Tunisia exports more of these goods to the EU market than what
would be suggested by gravity type variables. In terms of RMA1 we see a mixed
performance where these are below one in ‘other garments and in the footwear
sectors which implies that the RCA enjoyed globally is higher than the bilateral
RCA.. Performance of these sectors with respect to other MED partners is mixed
but remains comparatively low where the only sector which shows signs of strong
market access is the footwear sector. ‘Virgin olive oil’ also appears as atop export
for Tunisia and one that has strong market presence and access to the EU. Tuni-
sia's top export sector is ‘petroleum oils' which occupies over 10% of total ex-
ports, and 11.75% of exports to the EU. Several manufacturing sectors also appear
in the form of ‘electrical apparatus for switching’ and ‘other electric conductors.
These sectors also see a strong share in the EU market and equally show strong
market access to the EU. Considering IIT levels, the former sector shows high
values with all partners considered. Most other top exports see very low or inexist-
ent 11T with the EU but some sectors show higher IIT levels with the MED region
such as ‘T-shirts' and ‘virgin olive ail’.

Table42. Tunisia Top 15 exportsto the World 2006

Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto| RCA EU
World the EU MED

270000 |PEwroleumoilsandoils | 60000 | 197506 | 018% | 147 | 247
obtained fr

620342 |1rousars bibandbrace | g o5, 6.82% | 0.13% | 3572 | 35.12
overdls, b

150910 |Virgin (Olive Oil) 5.15% 6.09% | 0.12% |125.09| 8156

271000 |Peroleumoilsandoils | 56500 | o906 | 1.05% | 075 | 0.29
obtained fr

621139 boécj_?_arme”ts' MeNSOT  2819% | 362% | 0.01% |639.11418.07

310530 |Di@mmonium hydroge- | g, 122% | 9.23% |178.40|112.38
northophosphate
Other apparatus (elec

853690 |app. For switching elec- 2.30% 2.94% 0.03% | 992 | 16.32
trical currents)

854441 |Ctherdectricconduc- | 55100 | 504 | 000% | 34.28 | 32.98
tors, for avo

280920 |Phosphoric acid and 204% | 051% | 045% | 91.08 | 30.66
polyphosphoric

620462 |1 Tousers bibandbrace | g g0 218% | 0.00% | 11.70 | 13.38
overdls, b
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Export Export Export BRCA
HS Code |Product description sharetothe| Shareto | Shareto| RCA EU
World the EU MED
610910 |Of cotton (T-Shirts) 1.60% 2.06% 0.03% | 831 | 7.85
621210 |BrassiSres 1.42% 1.84% 0.00% | 25.13 | 30.58
e40301 |Other footwear - Cov- | 3500 | 17006 | 0.19% | 30.86 | 2146
ering the ank
640610 |UPPErsand parts 1.34% 173% | 0.00% | 61.38 | 50.30
thereof, other tha
310310 |Superphosphates 1.29% 0.35% 0.36% |197.48| 96.41
Total 44.05% 46.69% | 12.70%
Average 96.71 | 63.30

Table 42 continued

BRCA | RMAl1 | RMAl1l | RMA2 | RMA2 T

HS Code MED EU MED EU MED T WId| 1T EU MED
270900 0.05 1.48 0.03 2.95 0.15 0.62 0.00 0.01
620342 1.42 0.98 0.04 3.21 0.20 0.03 0.02 0.60
150910 22.46 0.65 0.18 2.99 0.19 0.01 0.00 0.81
271000 0.40 0.38 0.53 0.86 5.58 0.42 0.22 0.27
621139 14.80 0.65 0.02 3.26 0.03 0.11 0.11 0.22
310530 181.36 | 0.63 1.02 1.23 30.88 0.00 0.00 0.00
853690 0.11 1.64 0.01 3.23 0.13 0.99 0.93 0.75
854441 0.05 0.96 0.00 3.27 0.01 0.05 0.04 0.23
280920 19.36 0.34 0.21 0.63 1.86 0.16 0.02 0.00
620462 0.02 1.14 0.00 3.27 0.00 0.08 0.07 0.06
610910 0.28 0.95 0.03 3.26 0.18 0.27 0.24 0.94
621210 0.03 1.22 0.00 3.27 0.01 0.30 0.29 0.37
640391 17.82 0.70 0.58 3.21 1.20 0.01 0.00 0.00
640610 0.08 0.82 0.00 3.27 0.02 0.29 0.23 0.17
310310 153.28 | 0.49 0.78 0.69 2.33 0.00 0.00 0.00
Total
Average 27.43 0.87 0.23 2.57 2.85 0.22 0.14 0.30

Source: Own calculations, Comtrade.

Considering top exports to the MED region, Table 43 shows a very different
composition of top exports to that reported in Table 42. Earlier we identified 7
sectors engaged in T&C or footwear which saw strong comparative advantages,
here these do not appear as important exports to MED countries. As earlier pos-
ited, it is possible that Tunisia is competing with other MED countries in these
exports and hence this is not necessarily a sign of market access impediments.
Table 43 sees that the top export sector to the region is ‘maize oils', sector which
has a strong global comparative advantage and which occupies 10% of total ex-
ports to the region. This product is nhot exported to the EU. Other important export

79 CASE Network Reports No. 89



Luc De WuIf (Ed.), Maryla Maliszewska (Ed.)

sectors to the region include ‘fertilizers', ‘inorganic chemicals', ‘ portland cement’
and agricultural goods such as ‘cheese’ and dates. Intra-Industry trade in these top
sectorsisvery low.

Table44. Tunisia Top 15 exportsto Mediterranean Partners 2006
Export |Export

HS - BRCA | RMA1 [RMA2| 1IIT

Code Product description| share | Share | RCA MED | MED | MED |MED
MED | EU

151529 |Maize (com) ail and | 1y 510, | 0 0006 [206.78| 118.64| 057 | 87.13 | 0.00

itsfractions
Diammonium hy-
310530 |drogenorthophos- 9.23% | 1.22% |178.40| 181.36| 1.02 | 30.88 | 0.00
phate (
Polyphosphates:--
Sodium triphospha
Portland cement :--

283531 4.89% | 0.01% | 88.49 | 109.99| 1.24 | 63.80 | 0.00

252329 | 429% | 0.12% | 10.78 | 86.11 | 7.99 |67.96 | 0.00
481840 tﬁggétﬂ‘;"pifna”d 3.37% | 0.00% | 551 | 3071 | 7.21 | 6827 | 0.08
200290 gtr:;ég)epared 248% | 0.01% | 1550 | 75.92 | 4.90 | 84.12| 0.00
271000 Eﬁtsrg't‘ft‘;mg(;']?ra”d 1.95% | 0.99% | 0.75 | 040 | 053 | 558 | 0.27
080410 |Dates 1.84% | 0.60% |203.02| 131.45| 0.65 | 20.53 | 0.00
690890 gtr:ﬁr: Eﬁ’ged ce 1.62% | 0.11% | 3.45 | 1326 | 3.85 | 47.00 | 0.02
040630 E{J‘t’;mr o g?ﬁ 1.46% | 0.00% | 8.45 | 3815 | 452 |86.12 | 0.13

Other, in blocks,
180632 |slabs or bars (choco- | 1.42% | 0.00% | 6.82 | 5529 | 8.10 |84.95 | 0.01
late)
730890 |Other (structures) 132% | 0.09% | 1.14 | 810 | 7.11 |53.34] 001
100219 |Uncooked pasta, not | 4 3000 | 0006 | 11.47 | 54.86 | 478 | 52.17 | 0.00
stuffed or othe

252327 |Portland cement -1y o301 0105 | 35,27 | 67.99 | 1.93 | 69.50 | 0.00
White cement, w

Other trailersand

871639 S 1.13% | 0.02% | 1.80 | 21.74 | 12.07 | 74.68 | 0.01
semi-trailersfo
Total 47.85% | 3.19%
Average 51.84 | 66.86 | 443 | 59.74| 0.04

Source: Own calculations; Comtrade.
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7.Deep Market Integration

In this section we consider the degree of existing intra-industry trade (11T) as
we believe that it can serve as an indicator of the nature and extent of actual and
possible deep integration. Traditional trade theory suggests that trade is driven by
comparative advantages and hence that countries specialise and trade across indus-
tries. On the other hand, new trade theory posits that product differentiation can
lead to niche specialisation and cause trade to occur within industries. Economists
often argue that FTAS between regions engaging in intra-industry based trade are
likely to be more welfare enhancing than those who trade on an inter-industry
level. This is because intrarindustry trade can have important pro-competitive ef-
fects through increased competition. This in turn can reduce x-inefficiency and
promote niche speciaisation. This type of specidisation promotes learning by
doing and can attract FDI flows. It is not uncommon to see that the regions which
are most deeply integrated are the ones where |1 T levels are highest. Leaving cau-
sality issues aside, we can use existing levels of 1T as indicators of the degree of
deep integration that is currently taking place between bilateral partners, where we
can look at how these have been evolving to determine what the scope for future
deep integration can be.

Empirically, we capture intra-industry trade by way of 1T indicators as devel-
oped by Grubel and Lloyd (1975)%. These capture the share of trade overlap
within a chosen category and are highly sensitive to the degree of aggregation
used. As an example, when we consider the overlap in total trade between two
countries, the 11T indicator tells us the degree of trade deficit/surplus with respect
to that country. Moving towards finer levels of disaggregation then allows us to
investigate differences across industries and thereafter product at the highest level
of disaggregation. In this section, we calculate I T indicators at the 6-digit level

% The classical measure of |1 T was introduced by Grubel-Lloyd (1975) and bears the au-
thors names; G-L index. The latter measures the overlap of imports and exports at a given
aggregation level. The G-L index is calculated as follows:

| Xijk - M ijk |

(Xi + Myy)

Where X 1S exports from country i to country j of commodity k, M is imports with the

G-Ly =1-

same subscript. k is defined at the level of aggregation. The index range sin value form O
(nol1T) to 1 (al trade IIT).
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which identifies over 5000 different products. At this level of aggregation we are
closer to capturing product differentiation and hence niche specialisation. It is aso
possible that at this level of aggregation we capture some form of vertical speciali-
sation, however we make no attempt at differentiating horizontal or vertical 11T
given data shortcomings.

Table 44 looks at the degree and evolution of 11T in the MED5 countries with
respect to the world and also the EU from 1996 to 2006. With regards to the
world, there is evidence of important increases in 1T levels for all MED5 coun-
tries, most markedly for Egypt and Jordan. These rising levels of IIT could imply
closer integration of these countries to the world economy and could be signs of
grassroots of niche specialisation. Levels of IIT remain relatively low for all
MEDS5 countries except for Isragl. When looking at |1 T with the EU a similar pic-
ture emerges in terms of increases of 1IT for most countries except for Jordan.
Levels of IIT with the EU remain lower than those reported for the world, but
there is evidence of some form of deeper integration taking place.

Table 45. MED5 weighted average | I T with the World and the EU 1996-2006

World

1996 1998 2000 2002 2004 2006
Egypt 0.056 0.067 0.098 0.122 0.130 0.202
Israel 0.310 0.357 0.385 0.429 0.427 0.444
Jordan 0.040 0.063 0.113 0.120 0.126 0.111
Morocco 0.082 0.101 0.122 0.134 0.158 0.142
Tunisia 0.154 0.180 0.166 0.188 0.196 0.224

EU

1996 1998 2000 2002 2004 2006
Egypt 0.054 0.060 0.080 0.070 0.075 0.090
Israel 0.293 0.335 0.370 0.400 0.414 0.398
Jordan 0.038 0.047 0.055 0.063 0.054 0.047
Morocco 0.090 0.110 0.119 0.125 0.137 0.129
Tunisia 0.156 0.161 0.172 0.191 0.190 0.207

Source: Own calculations, Comtrade (mirror flows).

Where Table 44 looked at IIT with the world and the EU, Table 45 considers
the levels and evolution of IIT across MEDS partners. Here there are many miss-
ing entries which is due to the poor quality of data available however a clear pat-
tern emerges. |1 T levels across these partners are very low. In 1996, Israel had no
tariff lines where there was simultaneous exports and imports from Morocco or
Tunisia. All other values for this year are so low that they are near negligible.
However, what can be said is that there is clear evidence that IIT is picking up
across these partners in 2006 but again, the levels remain so small that this indi-
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cates that there is virtually no deep integration taking palace across the MED5
partners.

Table46. 11T Between MEDS5 countries 1996, 2000 and 2006

| Egypt | Isrtad | Jordan | Morocco | Tunisia

1996

Egypt

Isragl 0.0246

Jordan 0.0282

Morocco 0.0000 0.0010*

Tunisia 0.0000 0.0002* 0.0010*
2000

Egypt

Isragl 0.0197

Jordan 0.0408 0.0352

Morocco 0.0124# 0.0000 0.0026

Tunisia 0.0042 0.0000 0.0010 0.0227
2006

Egypt

Isragl 0.0695

Jordan 0.0320 0.0252

Morocco 0.0353 0.0010 0.0040

Tunisia 0.0580 0.0000 0.0405 0.0389

Note. * values for 1998. # values for 2002.
Source: Own calculations, Comtrade.

The findings in this section are to be contrasted with those from previous sec-
tions. In section 5.2 we saw how export structures across MED partners were be-
coming more similar in time but how these remained highly dissmilar. This dis-
similarity may be reflected in low levels of 1T as reported above. However, from
section 5.2 we saw how Morocco and Tunisia had relatively similar exporting
structures but Table 45 suggests that potential intra-industry similarities are not
currently being exploited. It can be suggested that through a deeper agreement
between these partners these similarities in exporting structures may allow these
two countries to increasingly trade on a more intra-industry level. This may also
hold for many other country pairs where the current high levels of protection are
impeding further increases in intraindustry trade.
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8.Investment

8.1. Theoretical Background

An extensive literature review undertaken by Blonigen (2005) identified the
main determinants of FDI flows as being exchange rates, taxes, institutions, factor
endowments and trade protection. Where we are unable to control for some of
these characteristics a certain set of assumptions are necessary to proceed with the
analysis looking at the possible effects of preferentia liberalisation on investment
flows. Firstly, we assume that a bilateral trade agreement has little to no impact on
the underlying investment motivations of third countries. Where this entails that
there is no substitution (or displacement) between preferential partner investment
and non-preferential partner investment flows. Secondly, we discount the institu-
tional effect that may arise from enhanced technical assistance in ingtitutional ca-
pacity building as a result of the development packages offered in the Association
Agreement. Thisis not unreasonable as the infrastructure created will be beneficial
to both preferential and non-preferential partners. Thirdly, and as a result of our
other assumption, we assume that the only effect on FDI flows across preferential
partners occurs through the interplay of trade (protection) and investment flows as
either substitutes or complements.

The literature on FDI differentiates between horizontal and vertical FDI. The
former occurs when firms invest in a target market so as to service that market
from foreign affiliate production. This generally happens under the presence of
particularly restrictive market access barriers which imply that it is not cost-
effective to service markets through trade. In this instance, FDI is known to be
‘market seeking’ and the removal of tariff measures on a preferential basisislikely
to trandate into a substitution of FDI flows for exports. On the other hand, vertical
FDI has different motives which relate to production. Vertical FDI seeks ‘ produc-
tion platforms’ in different countries to take advantage of, for example, factor
endowment differentials as a cost reducing strategy. In this instance, FDI is asso-
ciated with ‘production platforms’ and the relationship between trade and FDI as a
result of the removal of tariff barriers should become positive. This is because
removal of tariffs should motivate increased trade in intermediates between parent
and the sister companies located in different countries and also stimulate FDI
flows as production delocalises. These new trade links with a country should also
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lead to welfare enhancing trade creation as previously unused trade channels are
being created®.

One of the problems encountered in assessing which type of FDI dominates is
that empirically, data on FDI does not differentiate by type. To overcome this
shortcoming we propose to use RCA indicators. If FDI flows are primarily di-
rected towards sectors with low RCASs, then it is conceivable that FDI is of a mar-
ket seeking horizontal nature. Conversely, if FDI is directed towards sectors show-
ing a strong comparative advantage, then it can be argued that FDI is seeking pro-
duction platforms and hence is of the vertical variety. Another problem that will be
encountered is that the nature of the FDI flow also affects the volume of FDI. In-
tuitively it makes sense to think of full delocalisation of production, such as that
seen in horizontal FDI, to be higher in terms of cost than partial delocalisation of
production (as in vertical FDI). Given that reduction in tariff barriers to trade may
motivate increased vertical FDI substituting horizontal FDI, it is likely that overall
FDI flowswill fall. In thisinstance, thisfal in FDI may still be welfare enhancing.

In this section, we focus firstly on the evolution of aggregate FDI flows into the
MEDS5 countries from both the world and other main partners. Secondly, we try to
identify the relationship between natural trading partners as exposed earlier in this
chapter, and natural investment partners. Thirdly, and data permitting, we look at a
more disaggregated dataset where we look at sectoral investment flows and try to
determine if flows predominantly go to sectors where there are comparative ad-
vantages or not. This should allow us to differentiate across types of FDI and
hence to infer how a preferential agreement will affect trade and investment.

8.2. Aggregate FDI flows

We start by looking at the evolution of aggregate FDI flows of the MED5
countries. The left panel of Table 46 shows a growing attraction of FDI flows into
the region with Israel as preferred destination followed by Egypt. In terms of the
right panel which shows FDI outflow to the world we see that MEDS5 countries are
increasingly investing abroad albeit at low levels. In particular the entry for Jordan
in 2006 is negative which could possible reflect an inward flow of money from a
sister firm towards a parent firm located in Jordan.

24 Yi (2003) goes as far as saying that reduction in tariffs leads to an important magnifica-
tion of trade when there is vertical specialisation as the tariffs are waived in entry to both
markets and hence the impact of removing tariffs on trade is enhanced

85 CASE Network Reports No. 89



Luc De WuIf (Ed.), Maryla Maliszewska (Ed.)

Table47. Evolution of FDI inflows 1996-2005

Inflows Outflows

Egypt |Israel |Jordan|M orocco|Tunisia|Egypt || srael |Jordan|M or occo| Tunisia
1996 |636.4 322.0 | 3511 | 4.9 28 2.4
1997 |886.9 1207.2 | 365.3 |165.9 8.8 9.2
1998 |1075.5 460.3 | 668.1 | 45.5 24.5 18
1999 |1065.3 1638.7 | 367.9 | 375 22.3 25
2000 |1235.4 470.6 | 778.8 | 51.2 59.7 04
2001 |509.9 2874.8 | 4864 | 124 100.3 5.8
2002 | 646.9 533.8 | 821.3 | 27.8 53.7 6.5
2003 | 2374 2429.1 | 583.9 | 20.7 19.9 5.4
2004 |2157.4| 2002 | 816 | 1069.8 | 638.9 |158.9| 4547 | 18 318 4.2
2005 |5375.6] 4881 | 1774 | 29332 | 7824 | 92.0 | 2968 | 163 | 1738 | 126
2006 14729 | 3219 15078| -138
er;alljtﬂ 9.84%)171.2%)] 98.6% 7.8% [12.8%82.1% 18.2% | 13.2%

Source: UNCTAD FDI database.

Where the above table considers levels and growth of FDI, we have no direct
way of knowing if these are comparatively high or low. Are these regions under or
over performing? To answer this question we calculate the inward FDI perform-
ance indicator developed by UNCTAD where it is hypothesised that, like trade
flows, investment follows economic mass. Thus a country’s share of total invest-
ment inflows/stock should be proportionate to the country’s share of world GDP
o that.

Where FDI are investment inflows or stocks and x is the country under investi-
gation. The numerator tells us the share of say Jordan’s inflows of FDI as a pro-
portion of world FDI inflows whilst the denominator shows the share of Jordan’s
GDP in world GDP. An INV indicator above 1 tells us that the inflows of FDI are
above the country’s share of world GDP and hence suggest that the countries in-
vestment performance is positive. Where the INV indicator is below 1, this could
indicate that the country in question is not attracting as much investment as would
be suggested by its economic mass. Table 47 reports the INV indicator calculated
for both inflows and stocks. In both instances the INV indicator is above 1 for all
focus countries suggesting that the MEDS5 countries are good performersin attract-
ing investment.

INV =
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Table 48: Inward FDI performance I ndicator

Egypt Israel Jordan M or occo Tunisia
INV (inflows) 2005 2.763 1.816 6.410 2.609 1.253
INV (stock) 2006 1.538 1.098 3531 2.048 2.690

Source: Own calculations UNCTAD FDI database.

Figure 2 then looks at the origin of FDI flows where we delimit origin into 6
different regions™. Here we see a fairly heterogeneous distribution of FDI inflows
according to origin where the EU is the most important partner only for Morocco
whilst the US/CAN is the largest investor in Isragl. In the case of Jordan, Egypt
and Tunisia most investment inflows come from Gulf countries. Thus in terms of
‘natural investment partners' the relationship is not as clear cut as that depicted in
the ‘natural trading partner’ analysis of previous sections. These results could be
driven by difference in the nature of FDI across origins.

Figure2. FDI inflowsinto MEDS by origin 2003-2007

100% -
90% -
80% ~
70% ~
60% -
50% -
40% -
30% ~
20% ~
10% +

0% -

Israel

Tunisia

Jordan Morocco

Egypt

W EU W Can-US OMEDA H gulf+MENA B Asia/Oceania

Source: ANIMA (2008), own calculations.

% MEDA: Egypt, Israel, Jordan, Lebanon, Morocco, Tunisiaand Turkey.
Gulf/MENA: Saudi Arabia, Bahrain, U.A.E., Kuwait, Qatar and MENA.
Asia/lOceania: Australia, China, Korea, India, Japan, Malaysia and other Asian.
Other: Brazil, Russia, South Africaand others.
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Analysis on the amount of projects undertaken in the region (whole of MED;
ANIMA (2008)) show that in terms of FDI projects undertaken, the EU isthe largest
player with 48% of the total number of projects undertaken in the region. This could
be a sign of the different nature of FDI projects depending on origin of the flow
where it could be hypothesised that Gulf country FDI could be predominantly hori-
zontal in nature whilst EU FDI may be more of avertical variety®. The implications
of which, as earlier stated, are that removal of tariff barriers to trade could increase
the levels of FDI from the EU and a so bring about some trade creation.

Where the INV indicator focused on total investment inflows as a proportion of
total GDP, we now focus on EU investment in the region27. In Table 48 welook at a
modified INV indicator which considers FDI flows and stocks of the EU into a des-
tination economy. The analysisis similar to that undertaken for trade section by way
of the RMAZ2 indicator where but here we replace trade flows by investment flows.
The rationae continues to be that FDI outflows of the EU to a country should be
equal to FDI flowsto the rest of the world after these are normalised by GDP.

FDIX* Y GDP
INV2jYk = R(’)W ROW
FDIX™" | GDPR,

Where FDIX® is an investment outflow from country j (the EU) to country k
(e.g. Turkey) and FDIX™" are outflows to the rest of the world. An INV2 indica-
tor above 1 tells us that FDI flows to Turkey are higher than flows to rest of the
world after normalising by GDP. It then suggests that the EU invests relatively
more in this economy than what would be suggested by the size of the market.
Alternatively, we also look at FDI stocks in a similar fashion, this is because
where flows tell us how much is being added to a pile of investment, we do not
know how big that pile of investment is. Looking at stock data allows us to grasp
the relative size of investment stock from the EU in a destination country as com-
pared to that in the rest of the world. The upper panel of Table 48 shows a rela
tively irregular evolution of INV2 in time®. Overall, Turkey, Egypt, Morocco and
the MED region show a positive INV2 implying that EU flows to these countries
are higher than what would be suggested by their relative economic size. In the

% The high share of total projects undertaken and the lower share of value may suggest
that EU FDI could be predominantly vertical in nature whilst the opposite situation for the
GCC may indicate predominantly horizontal FDI from the GCC.

%" Given data constraints we are only able to singularly identify 3 of our 5 focus countries.
% This is common in FDI data as investment decisions tend to happen in one period (dis-
crete) unlike trade which is more continuous in nature. To minimise this effect we calcu-
late average values for the entire period.
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case of Isragl, there appears to be a shortfall in FDI flows from the EU as reflected
by an INV2 below 1. The bottom panel of Table 48 shows the presence of impor-
tant investment stocks in Egypt and Morocco which have grown in time. Thisis
not unusua as the INV2 indicator for investment flows for these countries was
above average. It suggests that there is an important EU investor preference for
these markets. What is interesting comparing flows and stocks is that previously
flows to Turkey showed a positive INV2, but the stocks in Turkey show an INV2
below 1. This suggests that where flows to Turkey are greater than would be pre-
dicted the current stock of investment in the country is very small.

Table49. EU INV2 in MED countries 2001-2007

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 AI"NerVage
Flows
Turkey 1.144 | 0603 | 0.701 | 0567 | 1.205 | 2.379 | 1.419 | 1.473
Egypt 0405 | 2615 | 2.261 | 2.914 | 1.056 | 2.804 | 1.116 | 1565
Morocco 0.420 | 0.992 | 6558 | 0.577 | 2453 | 2.161 | 0.875 1.716
Israel 0.195 | 0.329 | 0.240 | 0.264 | 0.798 | -0.153 | 0585 | 0.333
MED 0.589 | 0.680 | 1.130 | 0.929 | 0.915 | 1.503 | 0.958 | 1.020
Stocks
Turkey 0.140 | 0.184 | 0179 | 0.199 | 0.214 | 0.292 | 0293 | 0.242
Egypt 1467 | 2.100 | 2.886 | 3.945 | 3.425 | 3613 | 3310 | 2874
Morocco | 1.425 | 1.564 | 1.380 | 1.730 | 1.804 | 2.028 | 1.886 | 1.754
Israel 0.601 | 0.720 | 0.752 | 0.925 | 1.032 | 1.067 | 1.400 | 0945
MED 0.085 | 0.105 | 0.072 | 0.090 | 0.070 | 0.053 | 0.040 | 0.068

Note. data availability is sparse hence we are unable to include all MEDS5 countries.
Source: Own calculations UNCTAD FDI database.

8.3. FDI by sector

Unlike trade data, sectoral FDI datais hard to come by which implies that world
comparative indicators cannot be easily constructed. Bearing these limitations in
mind, Table 49 compiles FDI inflow data for the MED region for 2007 from the
ANIMA (2008) study and identifies the associated trade flows for the goods trade
sectors®. Table 49 is ordered by decreasing rank of total share of inward FDI where
we see that ‘ Transport, construction and associated services' is the sector attracting

# The nomenclature used to identify the different sectors was not identified hence the trade
in goods sector is an approximation carried out at the ISIC rev 3, 3 digit level.
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most FDI in terms of both value and amount of projects. It is aso the sector with the
highest employment creation in the region according to the ANIMA (2008) report.
Unfortunately given the horizontal nature of the sector, we have not been able to
identify any trade values for this sector but it appears that, besides services, this
sector should be a non tradabl e sector in which countries have been engaged in hori-
zontd type FDI to service the MED markets. The ‘Energy’ sector is the second in
terms of attracting FDI inflows but one of the smallest in job creation. It is aso the
largest export sector in 2007 with over 38% of total exports. Petroleum resources are
highin Algeria, Libyaand Syriawhich islikely to attract investment from petroleum
companies in the world. We are aso interested in the sectors which we have ana-
lysed in more depth throughout the report and hence focus on the *car manufactur-
ing’ and the ‘textile” sector. For car manufacturing, evidence shows that the sector
only attracts 1.3% of total FDI flows but that employment creation for this sector is
the second highest in the sample. In terms of our earlier analysis we saw how MED
countries were increasingly specialising in motor vehicles but how trade exports in
these sectors remained low with the exception of Turkey. In terms of RCAs in the
sector, table A.5 in the annex shows increases in RCA from 1996 to 2006 but the
only country that overturned a globa comparative disadvantage to a strong com-
parative advantage is Turkey. Given that we cannot identify the destination of the
FDI flows in the MED region it is hard to determine the nature of the FDI flow and
hence the consequences of liberalisation on these. If FDI is flowing into countries
that have arevedled comparative disadvantage in car manufacturing then it could be
argued that this is predominantly a horizontal investment, which would imply that
the removal of border barriers should see reduction in FDI flows. Conversely if FDI
isflowing into Turkey, then it islikely that thisis vertical FDI and hence that we see
continued increases in FDI flows and in trade flows. The T&C on the other hand is
one that receives the lowest share of FDI and also one in which employment crea-
tion is very low. Incidentally it is aso the sector with the highest RCA in the entire
sample and the second sector in terms of export share to the world. It is likely that
FDI in this sector is predominantly vertical hence the removal of tariffs could have
important welfare effectsin the form of increased FDI flows and increased exports.

Table 50. Sectoral FDI inflows M ED 2007

Shareof | Num- Employ Share | Share

Sector total ber of | ment imports| exports| 11T Av. | Av.
FDI (%) pro- created manuf | manuf RCA | Tariff

jects

BTP, transport,

construction and 22.6 127 | 22550

associated services

Energy 19.4 86 200 8.60% |38.10% | 0.38| 091 | 4.7
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shareof | NUM- [EMPIOY| oo | share
ber of | ment |. Av. | Av.
Sector total imports| exports| 11T .
pro- |created RCA | Tariff
FDI (%)| . manuf | manuf
jects
Banks, insurance
and other financia 16.8 115 1365
services
Glass cement, min-
erals, wood and 15.3 63 4020 | 4.00% | 1.40% |051| 098 | 8.7
paper
Te ecoms operators 5 o5 500
and internet
Metal workingand | 5 ¢ 29 | 2030 |11.30% | 6.10% | 0.68| 1.07 | 9.4
recycling
Chemicals, plaster
and fertilizers 34 30 1490 | 6.40% | 3.70% | 0.72| 1.17 | 5.3
Tourism and
vestauration 22 49 14426
Distribution 2 37 3200
Agriculture 1.6 28 307 |10.20% | 6.40% | 0.75| 1.15 | 18.3
Other 16 24 3000

Car Manufacturing
and equipment
electric and elec-

13 29 17710 | 10.40% | 5.70% | 0.69 | 0.83 9

; . 1 34 1816 |10.30% | 7.30% | 0.81| 0.77 | 8.7
tronic equipment
Aeronautic , naval
and rail way equip- 1 10 570 | 2.70% | 1.00% | 05 | 0.89 | 1.6
ment
M edicaments 0.8 18 590 | 5.90% | 2.50% | 058 | 099 | 55
IT services and 07 49 | 1410
software
Electronic parts 0.7 11 625
mg‘rftha”'c""' P o5 15 40 |1150%| 2.60% | 0.36| 1.23 | 4
Engineering and
servicesto enter- 0.3 47 3362
prises
Textile and clothing] 0.3 8 100 6.40% | 12.20% | 0.71| 1.4 10.4
TOTAL 100 834 | 79311 | 87.70% | 86.90%

Source: FDI information compiled from ANIMA (2008), trade information calculated
from Comtrade at 1SIC rev 3 3digit level.

In the annex to this report, we look at FDI inflows by sector for Egypt, Tunisia
and Morocco®. These appear to not be deeply illuminating. Morocco and Egypt

% We were constrained by the lack of sectoral datafor MED countries
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both have relatively low shares of FDI flows (NB not stocks) into the primary
sector and whilst Egypt has a balance between manufacturing and services, FDI
into Morocco is more concentrated on services (with wide annual fluctuations).
Tunisia, on the other hand sees a concentration in the primary sector.

Within the industrial sector only Egypt gives breakdown by industry. The cate-
gories are fairly broad and so links to RCA indices are difficult to make. It is strik-
ing however that ‘chemicals seems to be the largest recipient even though it has a
low RCA which is consistent with market seeking behaviour.
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ANNEX

A.1l. Annual Growth of Trade (1996-2006)

X EU X RowW M EU M RoW
MAR 6.19% 10.41% 8.44% 17.94%
ALB 10.99% 15.53% 10.37% 20.91%
DZA 10.26% 20.43% 10.88% 17.51%
EGY 9.74% 20.59% 2.79% 9.50%
ISR 5.31% 10.81% 2.77% 9.13%
JOR 3.51% 25.67% 9.52% 21.32%
LBN 5.38% 21.06% 1.57% 10.37%
LBY 13.18% 27.11% 4.73% 15.97%
MRT 6.08% 13.41% 6.53% 17.44%
PSE 22.58% 8.21% 3.45% 17.66%
SYR 6.68% 13.19% 8.26% 17.45%
TUN 7.89% 13.87% 6.68% 11.39%
TUR 15.13% 20.33% 10.11% 18.22%
EUROMED12 10.78% 16.51% 7.28% 14.24%

Note. These values differ from Table 8 as they are computed using Mirror flows and take
into account a different geographical destinations.
Source: Own calculations, COMTRADE (mirror flows).

A.2. Annual Growth of Non-Qil Trade (1996-2006)

X EU X RowW M EU M RowW
MAR 5.99% 9.88% 7.68% 15.71%
ALB 10.75% 13.52% 10.06% 19.74%
DZA -10.26% 18.28% 10.70% 17.52%
EGY 11.70% 23.66% 2.71% 7.85%
ISR 4.90% 10.69% 2.60% 8.03%
JOR 3.60% 25.84% 9.48% 17.55%
LBN 5.23% 20.95% 0.16% 7.59%
LBY 12.09% 21.68% 3.36% 15.91%
MRT 6.10% 9.22% 5.64% 20.13%
PSE 22.64% 8.06% 3.45% 17.52%
SYR 5.61% 20.00% 6.92% 16.40%
TUN 7.57% 12.65% 5.94% 10.87%
TUR 15.07% 19.83% 10.00% 17.17%
EUROMED12 9.88% 14.89% 6.96% 12.83%

Source: Own calculations, COMTRADE (mirror flows).
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A.3. RCA in Textiles 1996-2006

1996 2000 2006
26 65 84 26 65 84 26 65 84
MAR 0.06 | 0.69 | 9.38 0.08 | 0.60 | 9.42 017 | 0.67 | 9.88
ALB 012 | 038 | 7.03 0.33 | 0.39 | 9.85 026 | 022 | 875
All 1.00 | 1.00 | 1.00 1.00 | 1.00 | 1.00 1.00 | 1.00 | 1.00
DZA 0.00 | 0.01 | 0.00 0.01 | 0.00 | 0.00 0.02 | 0.00 | 0.00
EGY 342 | 285 | 244 | 1009 | 369 | 3.74 452 | 219 | 234
ISR 0.64 | 081 | 1.03 057 | 078 | 0.78 050 | 1.13 | 0.39
JOR 042 | 035 | 0.83 019 | 055 | 1.66 0.80 | 0.32 | 13.52
LBN 025 049 | 191 045 | 065 | 0.82 132 | 065 | 074
LBY 0.03 | 0.00 | 0.00 0.02 | 0.00 | 0.00 0.01 | 0.00 | 0.00
MRT 0.00 | 0.05 | 0.08 0.01 | 004 | 014 0.04 | 001 | 0.06
SYR 1064 | 022 | 103 | 1414 | 121 | 107 | 1160 | 200 | 1.15
TUN 034 | 100 | 1423 | 047 | 116 | 1367 | 024 | 176 | 11.71
TUR 262 | 367 | 842 220 | 518 | 8.20 230 | 516 | 6.56

Source; Own calculations, Comtrade.

A.4. MEDS Agricultural Exports Ranked by Differencein Shares
across Destination (2007)

M or occo
xWId| XEU [x RoW | (2)-(3)

Row |Product (1) @ 3 | RMA3 RCA |[bRCA |RMA1RMA2
Mandarins

080520 |(including 1.93%(0.80%| 4.28% | -3.48% | 80.37 | 20.59 | 0.26 | 0.89
tangerines and

080510 |Oranges 1.10%0.64%| 2.05% | -1.41% | 36.19 | 14.10 | 0.39 | 1.48
Processed

040630 |cheese, not 0.41%/0.00%| 1.26% | -1.26% | 26.92 | 0.03 | 0.00 | 0.00
grated or pow
Other fish,

030371 |excluding liv- [0.27%|0.06%| 0.70% | -0.65% | 95.81 | 41.16 | 0.43 | 0.39
ersand ro
Other fish,

030374 |excluding liv- [{0.18%0.02%| 0.52% | -0.50% | 23.17 | 5.14 | 0.22 | 0.19
ersand ro

030420 |Frozen fillets  {0.219%|0.05%| 0.54% | -0.49% | 2.39 | 0.42 | 0.18 | 0.43
Flours, meals

230120 |and pellets, of [0.25%|0.10%| 0.56% | -0.46% | 9.31 | 514 | 055 | 0.84
fish
Extracts, es-

210111 |sences and 0.10%0.01%| 0.30% | -0.30% | 4.11 | 0.24 | 0.06 | 0.12
concentrates

030379 |Other 0.15%0.07%| 0.29% | -0.22% | 4.20 | 408 | 0.97 | 1.21
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xWld| XEU |x RoW | (2)-(3)

Row |Product (1) @) 3) | RMA3 RCA |bRCA|RMA1RMA2
Mucilages and

130231 |thickeners, 0.14%)0.08%| 0.28% | -0.20% |116.25| 81.09 | 0.70 | 1.36
whether o
Fats and oils

150420 [and their frac- |0.14%]0.09%| 0.25% | -0.15% | 18.67 | 11.47 | 0.61 | 1.78
tions,
Other vegeta

071290 |bles; mixtures |0.05%|0.00%| 0.13% | -0.13% | 524 | 0.36 | 0.07 | 0.13
of veget

030199 ?_‘gd'e}’ef'm 0.03%|0.01%| 0.09% | -0.08% | 6.74 | 452 | 067 | 0.42
Mushrooms

070951 |and truffles :-- {0.02%|0.00%| 0.07% | -0.07% | 3.48 | 0.00 | 0.00 | 0.00
Mushroom

040690 |Other cheese  |0.02%| 0.00%| 0.07% | -0.07% | 0.20 | 0.00 | 0.00 | 0.00
TOTAL 5.00%|1.93%11.40%
Average -0.63% |28.870|12.557| 0.340 | 0.615

Source: Own calculations, Comtrade (mirror flows).

Egypt
XxWIid| XEU |x RoW | (2)-(3)

Row |Product (1) @) 3) | RMA3 RCA |bRCA|RMA1RMA2
Semi-milled or

100630 |wholly milled |1.19%|0.04%| 0.52% | -0.49% | 19.97 | 1.78 | 0.09 | 0.03
rice,

080510 |Oranges 1.13%|0.69%| 0.07% | 0.62% | 37.22 | 1532 | 041 | 0.74

210690 |Other 0.42%0.01%| 0.41% | -0.40% | 259 | 0.07 | 0.03 | 0.03
Processed

040630 |cheese, not 0.33%|0.00%| 0.29% | -0.29% | 21.79 | 0.00 | 0.00 | 0.00
grated or pow

170199 |Other 0.25%)0.00%)| 0.85% | -0.85% | 4.42 | 0.00 | 0.00 | 0.00

040690 |Other cheese |0.17%0.00%) 0.14% | -0.14% | 1.61 | 0.00 | 0.00 | 0.00
Seeds of forage

120922 |plants, other  |0.17%|0.01%| 0.00% | 0.01% |176.37| 9.14 | 0.05 | 0.05
than
Husked

100620 . 0.17%0.01%| 0.00% | 0.01% | 18.41 | 1.17 | 0.06 | 0.08
(brown) rice

200410 | Potatoes 0.16%]0.02%| 0.03% | -0.01% | 514 | 055 | 0.11 | 0.14

100300 |Barley. 0.10%0.00%| 1.69% | -1.69% | 2.12 | 0.00 | 0.00 | 0.00
Other, in

180631 |blocks, slabs or |0.07%|0.00%| 0.05% | -0.05% | 3.47 | 0.03 | 0.01 | 0.01
bars :--
Soups and

210410 |broths and 0.07%|0.00%| 0.02% | -0.02% | 4.71 | 0.01 | 0.00 | 0.00
preparationst
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xWId| XEU [x RoW | (2)-(3)
Row |Product (1) @ 3) | RMA3 RCA |bRCA|RMA1RMA2
Beans (Vigna
071333 |spp., Phaseolus | 0.12%0.05%| 0.01% | 0.05% | 14.56 | 6.83 | 0.47 | 0.52
Pp.)
Raw sugar not
170111 |containing | 0.06%)| 0.00%| 0.17% | -0.17% | 0.88 | 0.00 | 0.00 | 0.00
added flav
200799 [Other 0.05%0.00%] 0.04% | -0.04% | 5.20 | 0.16 | 0.03 | 0.04
TOTAL 4.44%] 0.85%] 4.30%
Average -0.23% | 21.23 | 2.34 | 0.08 | 0.11
Source: Own calculations, Comtrade (mirror flows).
|srael
xWId| XEU [x RoW | (2)-(3)
Row |Product ® '@ | @ | RMAs | RCA [bRCAIRMALRMA?
200911 Srrg‘;‘gflu'ce:" 0.13%]0.02%| 0.18% | -0.16% | 7.61 | 1.33 | 0.18 | 0.13
V egetable saps
130219 |and extracts :— |0.04%)| 0.02%| 0.05% | -0.02% | 4.46 | 2.78 | 0.62 | 0.50
Oth
120999 | Other 0.03%]0.01%] 0.04% | -0.02% | 10.98 | 5.34 | 0.49 | 0.40
Juice of any
200930 |other single | 0.02%|0.01%| 0.02% | -0.02% | 6.76 | 1.39 | 0.21 | 0.23
citrusfr
Other vegeta
071290 |bles; mixtures |0.03%0.02%| 0.03% | -0.02% | 3.12 | 1.51 | 0.48 | 0.47
of veget
Nuts, ground-
200819 |nuts and other |0.02%|0.00%| 0.02% | -0.02% | 1.07 | 0.18 | 0.17 | 0.19
seeds,
070610 t(;";‘;;%tssa”d 0.06%| 0.05%| 0.07% | -0.02% | 9.64 | 6.59 | 0.68 | 0.77
180690 | Other 0.02%]0.01%]| 0.02% | -0.02% | 0.30 | 0.07 | 0.22 | 0.28
040690 |Other cheese | 0.01%]0.00%)| 0.02% | -0.02% | 0.11 | 0.00 | 0.05 | 0.06
060499 | Other 0.01%)]0.00%]| 0.01% | -0.01% | 6.80 | 0.50 | 0.07 | 0.09
200970 |Applejuice | 0.02%]|0.01%)] 0.02% | -0.01% | 0.76 | 0.23 | 0.30 | 0.35
200990 mi'é‘;‘r&“f 0.05%| 0.04%| 0.05% | -0.01% | 4.24 | 256 | 0.60 | 0.78
200080 [JUICE OF Y Oy (501 0196| 0.029% | -0.01% | 1.22 | 063 | 052 | 053
her single fruit
200290 |Other 0.01%0.01%] 0.01% | -0.01% | 0.95 | 0.34 | 0.36 | 0.37
071080 gge“’eget& 0.01%] 0.00%| 0.01% | -0.01% | 0.39 | 0.04 | 0.11 | 0.14
TOTAL 0.47%]0.21%)] 0.58%
Average -0.02% | 3.893 | 1.566 | 0.337 | 0.353

Source: Own calculations, Comtrade (mirror flows).
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Jordan
XxWld| XEU |x RoW | (2)-(3)
Row |Product (1) @) 3) | RMA3 RCA |bRCA|RMA1RMA2
Tomatoes,
070200, C 0 [1.31%)| 0.25%| 1.38% | -1.13% | 25.30 | 308 | 0.12 | 008
240220 | S 9FEUES CON- |y 501y 0006 | 0.619% | -0.61% | 4.33 | 0.01 | 0.00 | 0.00
taining tobacco
L ettuce :--
070511 |Cabbage let-  |0.20%|0.00%| 0.21% | -0.21% | 31.04 | 0.05 | 0.00 | 0.00
tuce (head |
Preparations
190110 [for infant use, |0.17%|0.00%| 0.18% | -0.18% | 7.66 | 0.00 | 0.00 | 0.00
put up
Cauliflowers
070410 |and headed ~ |0.15%|0.00%| 0.16% | -0.16% | 28.55 | 0.06 | 0.00 | 0.00
broccoli
In powder,
040229 |granulesor  |0.13%|0.00%| 0.14% | -0.14% | 20.63 | 0.00 | 0.00 | 0.00
other solid
Birds eggs, in
040700 |shell, fresh,  |0.13%|0.00%| 0.14% | -0.14% | 831 | 0.00 | 0.00 | 0.00
prese
Waters, includ-
220210 |ing minera |0.10%|0.00%| 0.10% | -0.10% | 2.15 | 0.03 | 0.01 | 0.00
waters an
070930 [AUDEIGINES 1 1 0001 0.019| 0.11% | -0.10% | 41.13 | 322 | 0.08 | 0.02
(egg-plants)
200290 |Other 0.06%|0.00%] 0.07% | -0.07% | 5.17 | 0.00 | 0.00 | 0.00
210210 |Active yeasis | 0.06%]0.00%)| 0.06% | -0.06% | 8.94 | 0.00 | 0.00 | 0.00
190530 [ WO DISCUILS; | o4 6 000s( 0.06% | -0.06% | 1.13 | 0.04 | 0.03 | 0.01
waffles, wafers
210690 |Other 0.07%] 0.01%)| 0.07% | -0.06% | 0.42 | 0.07 | 0.17 | 0.03
Of poultry of
160239 |heading No.  |0.05%0.00%| 0.05% | -0.05% | 13.74 | 0.00 | 0.00 | 0.00
01.05:--
160250 Srfim"s”e 0.05%0.00%| 0.05% | -0.05% | 3.46 | 0.00 | 0.00 | 0.00
TOTAL 3.21%] 0.29%| 3.41%
Average -0.21% |13.464] 0.438 | 0.028 | 0.006
Source: Own calculations, Comtrade (mirror flows).
Tunisia
x WId[ XEU [x Row | (2)-(3)
Row |Product W | '@ | @ |Ruas|RCA [pRCAIRMALRMA2
080410 |Dates 0.99%| 0.76%)| 2.34%| -158%|222.33/174.04| 0.78] 4.36
030420 |Frozenfillets | 0.21%)| 0.00%] 1.42%| -1.42%| 2.37] 0.00] 0.00] 0.00
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Row |Product XE’i’)'d X(';)U X Fé‘;W g,\)/;(:é RCA |bRCA|RMAL/RMA2
Tunas (of the

030349 [genus Thun- | 0.10%] 0.00%| 0.71%| -0.71% 14.00, 0.00 0.00 0.00
nus), skipj

150990 |Other 0.51%]| 0.42%| 1.05%| -0.63%| 53.40| 44.75| 0.84| 5.31
Margarine,

151710 |excluding lig- | 0.06%| 0.00%| 0.40%| -0.40%| 6.67 0.00, 0.00, 0.00
uid margari
Sweet biscuits;

190530 |waffles and 0.06%| 0.00%| 0.39%| -0.38%| 1.14| 0.06 0.05 0.17
wafers

220290 |Other 0.06%| 0.01%| 0.39%| -0.38%| 1.60] 0.12] 0.08 0.23
Vegetable fats

151620 |and oils and 0.03%]| 0.00%| 0.20%| -0.20%| 1.39| 0.00, 0.00 0.00
their f

200290 |Other 0.03%] 0.00%| 0.16%| -0.15%| 2.22| 0.30] 0.14] 0.39

150910 |Virgin 3.32%| 3.30%]| 3.43%| -0.14%| 93.55| 52.71] 0.56| 12.87
Uncooked

190219 |pasta, not 0.02%]| 0.00%| 0.13%| -0.13%| 1.08 0.02| 0.01] 0.03
stuffed or othe
Juice of any

200980 |other single 0.02%]| 0.00%| 0.12%| -0.12%| 1.05| 0.00 0.00; 0.01
fruit or

210690 |Other 0.02%]| 0.00%| 0.12%| -0.12%| 0.11] 0.01] 0.05[ 0.11
Other odilsand

151000 |their fractions, | 0.07%| 0.05%| 0.16%| -0.12%| 48.86| 23.65| 0.48| 3.96
obt

190240 |Couscous 0.02%]| 0.00%| 0.11%| -0.11%| 25.78 0.57| 0.02] 0.08
TOTAL 5.50%)] 4.54%]| 11.12%
Average -0.44%| 31.705) 19.749| 0.202| 1.834

Source: Own calculations, Comtrade (mirror flows).

A.5. RCA Motor Vehicles 1996 and 2006
Goods/ser- | Motor veh Motorc- Passenger | Road motor Trailers/
vice vehicles | parts/access ydes'cy- | arsetc | vehiclesnes| S

clesletc vangetc
RCA 1996

MAR 0.01 0.11 0.02 0.00 0.00 0.02

ALB 0.29 0.03 0.03 0.01 0.08 0.03

DZA 1.00 1.00 1.00 1.00 1.00 1.00

EGY 0.01 0.00 0.00 0.00 0.01 0.01

ISR 0.01 0.00 0.01 0.01 0.40 0.03

JOR 0.02 0.05 0.09 0.00 0.00 0.66

LBN 0.06 0.08 0.01 0.02 0.08 0.16

LBY 0.03 0.10 0.06 0.03 0.00 0.03
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Goodg/ser- | Motor veh Motorc- Passenger | Road motor Trailers/
vice vehicles | parts/access ydes'cy- | orsetc | vehicdlesnes| S
clesletc vangletc
MRT 0.02 0.00 0.00 0.00 0.02 0.01
SYR 0.00 0.00 0.02 0.00 0.00 0.01
TUN 0.03 0.00 0.00 0.00 0.00 0.02
TUR 0.02 0.21 0.14 0.00 0.00 0.12
RCA 2006

MAR 0.01 0.19 0.03 0.00 0.38 0.01
ALB 0.08 0.05 0.00 0.04 0.00 0.18
DZA 1.00 1.00 1.00 1.00 1.00 1.00
EGY 0.00 0.00 0.00 0.00 0.00 0.02
ISR 0.08 0.09 0.01 0.01 0.71 0.52
JOR 0.03 0.10 0.04 0.00 0.04 0.14
LBN 0.36 0.08 0.02 0.06 0.83 1.06
LBY 0.15 0.18 0.02 0.02 0.04 0.95
MRT 0.00 0.00 0.00 0.00 0.00 0.00
SYR 0.01 0.00 0.00 0.00 0.00 0.00
TUN 0.09 0.04 0.01 0.02 0.03 0.27
TUR 0.06 0.77 0.74 0.00 0.04 0.85

Source: Own calculations, Comtrade.

A.6. FK export similarity (with Petrol) 1996 and 2006

IMARJALB [DZA [EGY [ISR [JOR [LBN [LBY [MRT|PSE [SYR [TUN|TUR
FK export similarity total exports 1996

MAR | 1.000
ALB | 0.251/1.000
DZA |0.013/0.016|1.000
EGY |0.130/0.122|0.561|1.000
ISR ]0.099/0.061]0.012|0.078|1.000
JOR | 0.146/0.064/0.011]0.078|0.093]1.000
LBN | 0.105/0.116|0.008|0.069|0.302|0.087|1.000
LBY |0.003]0.011]0.632]0.557/0.005/0.004/0.004/1.000
MRT | 0.093]0.011]0.002/0.009/0.005/0.006/0.007/0.001|1.000

PSE 1.000

SYR ]0.061|0.057|0.572|0.585|0.034|0.038| 0.045|0.846| 0.004 1.000

TUN | 0.455/0.285/0.100/0.200/0.099|0.100|0.123|0.089| 0.015 0.140/1.000

TUR |0.239/0.196/0.014/0.191/0.132/0.094|0.146| 0.013] 0.008 0.070]0.261]1.000

FK export similarity total exports 2006

MAR|1.000
ALB |0.229(1.000
DZA | 0.040[0.000|1.000
EGY |0.176]0.000]0.361|1.000
ISR |0.126]0.000]0.032/0.107]1.000
JOR |0.284/0.000/0.009/0.137|0.134/1.000
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MAR|ALB |DZA |[EGY |ISR |JOR |[LBN |[LBY [MRT|PSE |SYR |[TUN |TUR
LBN |0.119/0.000{0.013|0.147|0.172|0.177|1.000
LBY |0.031]0.000/0.741]|0.227/0.028|0.003/0.007|1.000
MRT | 0.059|0.000{0.336|0.132/0.018|0.007{0.027|0.333|1.000
PSE | 0.092|0.000{0.012|0.075/0.114|0.098/0.074|0.011| 0.0011.000
SYR | 0.122/0.001|0.702|0.284(0.072/0.095|0.088|0.697| 0.337|0.063| 1.000
TUN | 0.425/0.001)0.128/0.259|0.141/0.243|0.138/0.123| 0.101/0.100|0.199|1.000
TUR | 0.250{0.000]0.039/0.264|0.160]0.205|0.223]0.041) 0.011]0.089]0.130{0.292|1.000

Source; Own calculations, Comtrade.

A.7. FK export similarity differences between EU and WId 96 and 06

MAR|ALB |DZA |[EGY |ISR |JOR |[LBN |[LBY [MRT|PSE [SYR |TUN |TUR
MAR]| 0.00
ALB | 0.04] 0.00
DZA | -0.02| 0.00[ 0.00
EGY | -0.03| -0.03| 0.01| 0.00
ISR | 0.03] 0.01] 0.01] 0.01] 0.00
JOR | -0.02| -0.01] -0.04| 0.01] 0.01] 0.00
LBN | 0.06] 0.01) -0.02| 0.03]-0.06] 0.01] 0.00
LBY | 0.00] 0.00] 0.01] 0.00] 0.00] 0.00[ 0.00] 0.00
MRT | -0.04] 0.00] 0.00] 0.00] 0.00] 0.00[ 0.00[ 0.00[ 0.00

PSE 0.00

SYR | 0.00] 0.00[ -0.02| -0.03] 0.01] 0.00; 0.03| 0.00; 0.00 0.00

TUN | 0.02] 0.02] 0.00] -0.04| 0.02|-0.02] 0.04| 0.00{ 0.00 0.01] 0.00
TUR | 0.03] 0.00] -0.01] -0.05] 0.01]-0.01] 0.01] 0.00{ 0.00 -0.01] 0.02] 0.00
MAR]| 0.00

ALB | 0.03] 0.00
DZA | -0.04| -0.01| 0.00
EGY | 0.00| -0.01] -0.01| 0.00
ISR | 0.00{ 0.00] 0.01] -0.01| 0.00
JOR | -0.17| -0.04| 0.03| -0.12| 0.02| 0.00
LBN | 0.01] 0.01 -0.03| -0.08|-0.01| 0.01| 0.00
LBY | 0.00] 0.00] 0.02| -0.02| 0.00| 0.02| 0.01]| 0.00
MRT| 0.00] 0.00] 0.00| 0.00|-0.01| 0.00| -0.02|-0.01| 0.00
PSE | -0.02| -0.02| 0.00| -0.06| -0.04| -0.04| -0.05| 0.00| 0.00| 0.00
SYR | -0.03| 0.02| -0.05| -0.02| -0.02| -0.01| -0.04| 0.00| 0.00|-0.05| 0.00
TUN | 0.04| 0.01] -0.01| -0.03| 0.01|-0.16| -0.03|-0.01| 0.00|-0.02| 0.02| 0.00
TUR | 0.03| 0.00| -0.02| -0.08| 0.00|-0.12| -0.05|-0.01| 0.00|-0.06|-0.01| 0.00| 0.00
Source: Own calculations, Comtrade.

CASE Network Reports No. 89 100



ECONOMIC INTEGRATION IN THE EURO-MEDITERRANEAN REGION

A.8. Indicators

RCA (Reveaded Comparative Advantage): Given that there is an important lack
of production data at high levels of disaggregation, economists often use this indi-
cator to proxy for comparative advantages. Where we say that a country ‘reveals
its comparative advantage when the export share of its product to the world is
higher than the equivalent export share of that same product in total world trade:

X. . ZX‘J
RCA=|

x| | Tx,

with X, . = exports of sector i from country j. When the RCA is above 1, meaning
that a given country exports, proportionaly to its total exports, more than the share
of exports of the world in that given product we say that a country has a compara-
tive advantage. Where the RCA is below 1, we say that the country has a compara-
tive disadvantage. Hence, for example, if a country had a high comparative advan-
tage in a given sector but was exporting very little to the EU, this might indicate
barriersto entry in the EU market.

BRCA (Bilateral RCA): The bilateral RCA can be seen as a modified RCA,
where rather than having the world as comparator, we compare the export shares
of agiven country for a given product (say Jordan) in a particular destination mar-
ket (the EU), to the export shares of the world for that product in that same desti-
nation market — and then thisis done across all product lines.

_Jordan Z X |WE[J|d
RCAg, = n - <

Jordan | World
2 X0 2 Xig

Hence the bilateral RCA gives us an indication of how much a given country is
exporting to a given market relative to how much the world is exporting to that
market. A bilateral RCA above one will tell us for that particular good that Jordan
has a revealed comparative advantage in the EU market, relative to the rest of the
world. Essentialy, the measure shows the RCA (as explained above) but with
respect to a given market.

RMA1 (Reveded Market Access): combines the concepts of the RCA and
BRCA and alows us to assess, by product, whether there is any evidence that
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Jordan’s access to the EU market is higher or lower than that suggested by the
Jordan’ s revealed comparative advantage.

RC.
o, <P

The intuition behind this indicator is that we suppose that bilateral trade should
follow global comparative advantages thus a country should broadly access a given
market following its comparative advantage and following the demand that there
will be for the given good in that market. To calculate the RMA1, we simply divide
the bilateral RCA of a given country by the global RCA of that country. An RMAL1
below 1 shows us that a given good is not entering the target market at the rate that
would be expected according to its global revealed comparative advantage. An
RMA1 above 1 tells us that the market access for the given good is above that which
would be suggested by the indicator of global reveaed comparative advantage.

RMAZ2: With the RMAL indicator we are comparing market access with re-
spect to all other partners and with respect to our performance in world markets.
The alternative is to compare market access into a given economy with the level of
access in a comparator economy i.e. is Jordan exporting as much of a given prod-
uct to the EU asiit is to the Rest of the World?. To answer this question, we use
another measure of revealed market access (RMA2). Here we divide exports to the
EU by exports to the rest of the world and normalise this by the economic mass of

each destination.
X5\ GDPR,
RMA2 ,, =| % k2
Xi,j GDPkl

Wherei isthe industry, j is the origin country and k is the destination country.
Gravity suggests that countries export goods according to the size of the destina-
tion market so we would expect that, putting aside differences in tastes across
destinations, countries trade patterns should follow economic mass so that Jor-
dan’s exports to the RoW will be bigger by the amount that the RoW is bigger
relative to the EU. An RMA2 below 1 will tell us that Jordan is not exporting as
much to the EU asit isto the RoW as would be suggested by economic mass.

The two RMA measures are based on different principles capturing different
theories of international trade, comparison is thus not straight forward. The RMA1
compares comparative advantages of a country with respect to the world to those
enjoyed in a given market whereas the RMA2 does not rely on comparative advan-
tages but rather on gravity and how much should be exported to a given country.
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A.9. Evolution of sectoral inflows of FDI in Egypt and corresponding
RCAs

Sector /industry 2001 | 2002 | 2003 | 2004
Primary 13.74% | 12.18% | 3.12% | 5.61%
519% | 947% | 1.80% | 4.57%
2.87) | (315 | (297) | (265
519% | 947% | 1.80% | 4.57%
(211 | (1.83) | (158) | (L59)
Secondary 51.36% | 29.34% | 39.83% | 52.04%
11.69% | 8.01% | 7.95% | 18.61%
(1.34) | (105 | (1L03) | (L17)
123% | 7.09% | 9.84% | 7.84%
(B47) | (291) | (279 | (254)
041% | 0.11% | 0.14% | 0.07%
(0.07) | (0.06) | (0.06) | (0.06)
38.02% | 14.13% | 21.90% | 2551%
0.93) | (093) | (0.78) | (0.57)
Tertiary 34.90% | 58.47% | 57.05% | 42.35%
Finance 34.90% | 58.47% | 57.05% | 42.35%

Source: UNCTAD, compiled from data from the Central Bank of Egypt. RCAs calculated
from COMTRADE.

Agriculture, hunting, forestry and fishing

Mining, quarrying and petroleum

Food, beverages and tobacco

Textiles, clothing and |eather

Wood and wood products

Chemicals and chemical products

A.10. Evolution of sectoral inflows of FDI in Morocco and cor respond-
ing RCAs

Sector/industry 2001 2002 2003 2004
Unspecified 0.29% 1.43% 0.45% 0.97%
Primary 0.22% 3.89% 1.15% 4.00%

011% | 0.38% | 0.10% | 0.31%
(243) | (263) | (2.76)
0.11% | 0.40% | 053% | 0.14%
(578 | (635 | (6.20)

Agriculture and hunting

Forestry and Fishing

Mining, quarrying and petroleum 0.00% 3.11% 0.51% 3.55%
0.87 0.71 0.72
Secondary 6.97% 20.02% | 80.80% | 18.94%
Tertiary 9253% | 74.66% | 17.61% | 76.10%
Construction 0.36% 0.26% 0.28% 1.11%
Trade 3.43% 4.27% 2.08% 6.45%
Transport, storage and communications 82.30% | 14.44% 3.52% 23.11%
Finance 0.97% 1.33% 0.94% 18.15%
Business activities 2.52% 31.38% 7.25% 22.24%
Other services 2.94% 22.98% 3.53% 5.03%

Source: UNCTAD, compiled from data from the ‘ Office des Changes'. RCAs calculated
from COMTRADE.
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A.11. Evolution of sectoral inflows of FDI in Tunisia and correspond-

ing RCAs

Sector/industry 2000 2001 2002 2003

Unspecified 1.03% 2.94% 39.62% | 17.90%

Primary 30.65% | 46.75% | 36.62% | 42.01%

. . - 0.37%

agriculture, hunting, forestry and fishing (0.86) (0.79) (0.68) 077

mining, quarrying and petroleum 30.28% | 46.75% | 36.62% | 42.01%
' (1.16) (1.17) (0.94) (1.07)

Secondary 64.43% | 35.86% | 21.88% | 37.59%

Tertiary 3.89% 14.45% 1.88% 2.50%

hotels and restaurant 3.89% 14.45% 1.88% 2.50%

Source: UNCTAD, compiled from data from the Central Bank of Tunisia. RCAs calcu-

lated from COMTRADE.

A.12. Analysis of Possible Market Access I ssuesby MEDS5 Country

M or occo - (2006)

HS Product | xWId | xEU [x RoW| (9-(3) RMA [RMA

Code | description | (1) | (@ | @ |RmA3z|RCABRCAIT T,
Phosphoric acid

280920|and polyphos- | 7.94% | 2.98% | 21.2% |-18.23%|354.55|180.65| 0.51 | 0.86
phoric

251010|2N9round (Ca- | 4 a50, 1 1 6996 | 11.5% | -9.77% |565.44(349.34| 0.62 | 0.90
cium Phosphate)
Diammonium

310530|hydrogenortho- | 1.91% | 0.78% | 4.94% | -4.16% 136,51 72.10 | 0.53 | 0.96
phosphate

160413 Ei'ié"f’gﬂ'ten‘;’t' " 2.45% | 1.36% | 5.36% | -4.00% | 353.66(225.06| 0.64 | 155
Ammonium

310540|dihydrogenor- | 1.25% | 0.48% | 3.32% | -2.85% |163.62| 72.18 | 0.44 | 0.87
thophosphate
Processed

040630|cheese, not 0.78% | 0.00% | 2.85% | -2.85% | 46.23| 0.00 | 0.00 | 0.00
grated
Mandarins (in-

080520|cluding tanger- | 1.21% | 0.58% | 2.87% | -2.29% | 54.03| 15.22 | 0.28 | 1.23
Ines

310310|Superphosphates| 0.93% | 0.37% | 2.43% | -2.05% | 142.80|102.40| 0.72 | 0.94

710601| O = UM 16 6406 | 0.13% | 1.99% | -1.86% | 8.84 | 2.42 | 027 | 040
wrought (Silver)
Petroleum oils

271000|and oils obtained | 1.82% | 1.35% | 3.09% | -1.74% | 0.47 | 0.39 | 0.84 | 2.66
fr

CASE Network Reports No. 89

104



ECONOMIC INTEGRATION IN THE EURO-MEDITERRANEAN REGION

HS Product | xWid | x EU |x Row[ (2)-(3) RMA [RMA
Code | description | (1) | (@ | 3 |RmaA3z|RCABRCAI
Otherwise plated
or coated with
zinc (flat-roled
products of Iron
or non aloy
steel)

740400 gﬁé’ga‘gaﬂe 0.70% | 0.32% | 1.75% | -1.43% | 493 | 2.27 | 0.46 | 1.10
080510|Oranges 0.94% | 0.55% | 1.97% | -1.42% | 37.99 | 15.11 | 0.40 | 1.71

Other aromatic
270750(hydrocarbon 1.91% | 1.53% | 2.93% | -1.40% | 41.17 | 24.64 | 0.60 | 3.18

721049 0.82% | 0.35% | 2.06% | -1.71%| 5.17 | 1.66 | 0.32 | 1.04

mixtures
Semi-bleached
470320|% Dleached 1 o6 | 0.23% | 1.00% | -0.78% | 594 | 251 | 0.42 | 1.38
:(chemica wood
pulp)
Tota 28.1% | 12.7% | 69.3%
Average 128.09] 71.06 | 047 | 1.25

Source: Own calculations, Comtrade.

Egypt - (2006)

HS Product xWId | X EU [x RoW| (2)-(3)
Code | description (1) (2) (3) |RMA3
252329 quéf"t""_”d €& | 1.47%| 0.02% | 2.76% | -2.74%| 30.00 | 0.89 | 0.03 | 0.02
Semi-milled or
100630({wholly milled | 1.02% | 0.01% | 1.91% | -1.90% | 19.23 | 0.36 | 0.02 | 0.01
rice,

In gaseous state
:-- Natural gas
Trousers, bib
620342|and brace over-| 1.00% | 0.30% | 1.61% |-1.31%| 6.35 | 1.53 | 0.24 | 0.38
dls, b
Cotton, not
520100|carded or 1.06% | 0.43% | 1.62% | -1.18% | 10.27 | 28.60 | 2.79 | 0.54
combed.
Petroleum oils
271000(and oils ob- 12.88%|12.37%|13.34%)| -0.97%| 3.55 | 3.87 | 1.09 | 1.87
tained fr
Containing
indentations,
721420|ribs, (barsand | 0.94% | 0.44% | 1.39% | -0.94% | 12.42 | 6.29 | 0.51 | 0.64
rods of iron or
non-alloy steel)
080510|Oranges 1.18% | 0.70% | 1.60% | -0.90% | 40.84 | 17.07 | 0.42 | 0.88

RCA |BRCA|RMA1|RMA2

271121 0.94% | 0.10% | 1.68% | -1.58%| 0.85 | 0.05 | 0.06 | 0.12
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HS Product xWId | X EU |x RowW| (2)-(3)
Code | description (1) (2) (3) |RMA3 RCA |BRCARMATRMA2
Trousers, bib
620462|and brace over-| 0.90% | 0.48% | 1.27% | -0.79%| 5.40 | 2.69 | 0.50 | 0.76
als, b
Other, in cails,
not further
720830/ WOrKed (Flat 14 o500 | 1 5406 | 2.3006 | -0.78%| 19.55 | 17.85 | 091 | 1.34
rolled products
of iron or non-
aloy steel)
210690 O (00d 14 450 | 0.019 | 0.78% | -0.77% | 2.69 | 0.06 | 0.02 | 0.03
preparations)
Marble and
251512|travertine :-- 0.47% | 0.08% | 0.81% | -0.73%(117.08| 18.91 | 0.16 | 0.20
Merely cu
Of refined
740811|copper :-- 1.12% | 0.73% | 1.46% |-0.73%| 8.67 | 493 | 0.57 | 1.01
(Copper wire)
Containing by
720711|weight less 0.41% | 0.08% | 0.69% | -0.61%| 6.97 | 1.49 | 0.21 | 0.24
than 0.25
300490 gther Me- 15 3306 | 0.029% | 0.60% | -0.58% | 0.20 | 0.01 | 0.04 | 007
icaments)
Tota 26.07%|17.31%|33.83%
Average 18.94| 6.97 | 050 | 0.54
Source: Own calculations, Comtrade (mirror Flows).
| srael - (2006)
HS Product XxWId | X EU [x RoW | (2)-(3)
Code | description | () | @ | ) |RmA3|RCA |BRCAIRMALRMAZ
Non-industrial
710239|:-- Other (Dia- |31.93%)|13.49%38.63% o5 i40/ 87.20 | 8258 | 0.95 | 0.29
. 0
monds)
300490 gzg?ngﬂtse)' 6.76% | 2.56% | 8.29% |-5.73%| 3.90 | 0.99 | 0.25 | 0.26
Other parts of
880330|aeroplanesor | 2.09% | 0.00% | 2.86% | -2.86% | 5.42 | 0.00 | 0.00 | 0.00
helicopters
Other (Minera
310590|or Chemical 1.01% | 0.54% | 1.18% | -0.64% |145.36|175.78| 1.21 | 0.38
Fertilizers)
300390 gther Me- 15 440 | 0.01% | 0.59% | -0.59% | 10.30 | 0.14 | 0.01 | 0.01
icaments)
Other instru-
903180|ments, appli- | 0.69% | 0.40% | 0.79% | -0.39%| 6.10 | 4.18 | 0.68 | 0.42
ances and m
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HS
Code

Product
description

xWld
)

X EU
&)

X RoW
©)

(-3
RMA3

RCA |BRCA

RMA1

RMA2

711319

Of precious
metal whether
or not pl

0.77%

0.55%

0.85%

-0.30%

2.76

4.17

151

0.53

290890

Other (halo-
genated, Sul-
phonated ni-
trated deri-
vateives of
phenols)

0.50%

0.30%

0.57%

-0.28%

188.72|184.04

0.98

043

903039

Other instru-
ments and
apparatus,
(Instrument for
checking Volt-
age etc...)

0.28%

0.08%

0.35%

-0.27%

15.70

5.70

0.36

0.18

730890

Other (Struc-
tures and parts
of structures)

0.36%

0.16%

0.43%

-0.27%

195

0.81

0.42

0.31

852520

Transmission
apparatus (inc
reception appa
ratus)

1.01%

0.81%

1.08%

-0.27%

0.61

0.39

0.64

0.62

610822

Briefs and
panties :-- Of
man-made

0.20%

0.00%

0.27%

-0.27%

10.16

0.10

0.01

0.01

852510

Transmission
apparatus

0.26%

0.06%

0.33%

-0.26%

9.08

3.50

0.39

0.16

901380

Other devices,
appliances and
instr

0.21%

0.08%

0.26%

-0.18%

0.61

0.54

0.88

0.27

292249

Amino-acids
and their es-
ters, other

0.13%

0.00%

0.17%

-0.17%

4.89

0.04

0.01

0.01

Total

46.63%

19.05%

56.65%

Average

32.85

30.86

0.55

0.26

Source: Own calculations, Comtrade.

Jordan - (2006)

HS
Code

Product de-
scription

xWid
)

x EU
2

X RowW
©)

(2-3)
RMA3

RCA

BRCA

RMA1

RMA2

611490

Of other textile
materias
(garnments)

6.46%

0.12%

6.68%

-6.33%

779.75

46.97

0.06

0.00

310290

Other, includ-
ing mixtures

4.33%

0.00%

4.48%

-4.48%

1528.68

0.00

0.00

0.00
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HS | Productde | xWId | XxEU [x RoW | (2)-(3)

Code scription (1) (2) (3) |RMA3 RCA |BRCARMALRMAZ
(Nitrogenous
Fertilizers)
Skirts and

620459)|divided skirts | 4.28% | 0.43% | 4.41% | -3.99% | 307.28 | 23.87 | 0.08 | 0.01
Of other textile

610690 LA 2.67% | 0.04% | 2.77% | -2.73% | 428.22| 8.76 | 0.02 | 0.00
(Women's
Blouses)
Phosphoric

280920|acid and poly- | 2.43% | 0.01% | 2.52% | -2.51% | 108.63| 0.79 | 0.01 | 0.00
phosphoric
Tomatoes,

070200|fresh or 2.50% | 0.75% | 2.56% | -1.81% | 48.99 | 10.15| 021 | 0.02
chilled.

761200 O AIUMIN| 4 9004 1 01796 | 1.96% | -1.70% | 64.49 | 422 | 007 | 001
ium Casks)

612020 F OUON (- 1 5 6507, | 1 4106 | 3.149% | -1.73% | 25.89 | 11.04 | 0.43 | 0.04
seys, Pullovers)

3003900t Me 11 5106 | 0.150 | 1.87% | -1.72%| 4262 | 371 | 0.09 | 001
dicaments)

151620 Znedggti??'efats 1.64% | 0.00% | 1.70% | -1.70% | 63.75 | 0.00 | 0.00 | 0.00

240200/ 2" (CI9AS, | 1 4904, | 0.009% | 1.54% | -1.54% |1246.69] 0.00 | 0.00 | 0.00
Cigarettes)
Of cotton

611420/ (O G- 14 1106 | 0.03% | 1.49% | -1.479% | 137.00| 2.88 | 0.02 | 0.00
ments, Knitted
or Crocheted)

610520 %rr;a”'made 1.29% | 0.00% | 1.34% |-1.34% | 160.78| 0.00 | 0.00 | 0.00

010410|Sheep 1.15% | 0.00% | 1.20% | -1.20%| 121.94| 0.00 | 0.00 | 0.00
Co-axia cable

854420|and other co- | 1.04% | 0.00% | 1.08% | -1.08% | 2551 | 0.00 | 0.00 | 0.00
axia e

Total 37.52%] 3.12% |38.74%

Average 339.35] 7.49 | 0.06 | 0.01

Source: Own calculations, Comtrade.

Tunisia - (2006)

HS Product de- | xWId | x EU |{x RoW| (2)-(3)

Code| scription | (1) | @ | (3 |RMA3| RCA [BRCAIRMALRMA2
Petroleum oils

271000|and oils obtained| 2.93% | 0.99% | 9.48% |-8.49%| 0.75 | 0.29 | 0.38 | 0.81
fr
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Phosphoric acid
280920|and polyphos- | 2.04% | 0.51% | 7.23% |-6.73%| 91.08 | 30.66 | 0.34 | 0.54
phoric

Diammonium
310530|hydrogenortho- | 2.50% | 1.22% | 6.85% |-5.63%|178.40{112.38| 0.63 | 1.37
phosphate (

Maize (corn) oil

151529| A2 ! 0.99% | 0.00% | 4.34% | -4.34%| 206.78 | 0.03 | 0.00 | 0.00
and its fractions

310310|Superphosphates| 1.29% | 0.35% | 4.47% |-4.11%)| 197.48| 96.41 | 0.49 | 0.61
Polyphosphates:-

283531 |- Sodium 0.64% | 0.01% | 2.78% |-2.77%| 88.49 | 3.66 | 0.04 | 0.03
triphospha

854459 g;‘;ce'tgfg'c 0.81% | 0.29% | 2.59% |-2.31%| 654 | 1.84 | 0.28 | 0.86

252329 !:_’?rgf‘g‘gceme”t 0.53% | 0.12% | 1.93% |-1.81%| 10.78 | 3.74 | 0.35 | 0.46
Sanitary towels

481840|and tampons, | 0.41% | 0.00% | 1.80% |-1.79%| 551 | 0.05 | 0.01 | 0.02
napkin
Of precious

711319|metal (Jewel- | 0.42% | 0.01% | 1.79% |-1.78%| 151 | 0.11 | 0.07 | 0.06
lery)

282612 ;'S%E'rﬂf&;'m 0.34% | 0.08% | 1.25% |-1.18% | 213.46173.77| 0.81 | 0.47

200290 8‘;? (Toma- 1 6 550 [ 0.0296 | 1.079% |-1.06%| 15.50 | 030 | 0.02 | 0.04

Tunas (of the
030239|genus Thunnus) | 0.35% | 0.13% | 1.08% |-0.95%| 63.18 | 65.85| 1.04 | 0.95
skipja

Uncooked pasta,
190219|not stuffed or 0.21% | 0.00% | 0.91% |-0.91%| 11.47 | 0.06 | 0.00 | 0.01
othe

Phosphates:--
283526|Other phos- 0.21% | 0.00% | 0.90% |-0.90%| 51.49 | 0.00 | 0.00 | 0.00
phates of ¢

Total 13.93%| 3.72% |48.49%

Average 76.16 | 3261 | 0.30 | 041

Source: Own calculations, Comtrade.
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Appendix 2. Selection of Sectorsfor
NTBsAnalysis
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In this document we outline the key sectors for each of the Med5 countries
where the data suggests there may be evidence of market access barriersin the EU
market. It is important to note that this is a data driven process that is not moti-
vated by any direct knowledge of existing NTBs.

We explain below the procedure followed, but essentially the key 2-digit indus-
tries in which there may be market access issues/ barriers are identified in Table 2
for each country. As thisis very much a data driven exercise in the first instance
the 5-sectors to be examined for each country should be the top 5 sectors for each
country. Hence, for Jordan these would be HS industries 61, 62, 31, 28, and 30.
However, we feel it is important to cross-check / cross reference these lists with
experts who have some knowledge of the countries / industries involved. For ex-
ample, one of the industries which emerges for Egypt is sector 25 (Salt, sulphur,
earth and stone....). At the 6-digit level this largely corresponds to cement and
marble. This is a product which is costly to transport and thus one might expect
that Egypt would export less to the EU than perhaps to countries which are closer
by. Hence, there may well be easily identifiable causes for the apparent lack of
access to the EU market. Given these possible shortcoming from this data driven
exercise, we propose sending these tables to experts with knowledge of the
economies so that they can filter out these types of sectors and select, from the
provided lists, the sectors which they believe show genuine market access prob-
lems.

The way in which we proceed is as follows:

1. For each of the countries we first look at the divergence in the export
shares, by product, of each country both to the EU and to the Rest of the
World (RoW). We do this at a highly detailed level of disaggregation —
HS 6-digit. Hence we are looking at the share of product “x” in total ex-
ports to the Rest of the World, and comparing this with the share of the
same product in total exports to the EU. Suppose we find that product
“X” comprises 10% of Jordan’s exports to the Rest of the World but only
1% of exportsto the EU. If there were significant market accessissuesin
the EU market than one would expect this to be reflected in differences
in these export shares. However, it isimportant to note that these differ-
ences do not have to be driven by import market access issues and may
also, for example, be the result of heterogeneous preferences across ex-
port destinations.

2. Wethen rank the 6-digit industries by this difference in the export shares
in order to identify those sectors where the differences are highest. The
50 industries with the biggest differences in export shares are given in
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Table 1 for each country, and where the difference in export shares de-
scribed aboveis given in Column 4.

3. We then take those 50 industries with the biggest differences in export
shares, and apply two other measures which can be used in order to try
and identify sectors where there might be market access barriers / issues
with regard to any particular market. These two other measures we call
measures of revealed market access — RMA1 and RMA2 and these are
described in more detail below. Hence, we select all those industries
from the 50 industries identified above where both the RMA1 and the
RMAZ2 suggest there may be an issue of market access. The purpose of
this exercise is to be both as systematic and thorough as possible. Essen-
tially we have now applied three different measures each of which could
indicate alower share in the EU market than might be expected.

4. We then take all those 6-digit industries which emerge from the preced-
ing and aggregate them to the 2-digit level. Hence, if we take Jordan, for
example, out of the 50 6-digit industries there are 19 2-digit industries,
where at the underlying 6-digit both the RMA1 and RMA2 indicate there
may be market access issues.

5. Table 2 for each country then gives a list of the 2-digit sectors which
have been identified by this analysis and where we rank the industries by
the difference in the export shares as in “2" above, but where this has
now been aggregated to the 2-digit level (Column 5). Column 1 of this
table gives the share of the entire 2-digit industry in total exports for
each country. Column 2 then gives the share of al those 6-digit indus-
tries at the 2-digit level for which the procedure identifies a possible
market barrier. Columns 3 & 4 give the share of those 6-digit industries
in the exports to the EU and the Rest of the World respectively. Hence, if
we look at the first row of the table for Jordan, we see (from column 5)
that Articles of Apparel and Clothing constitute 20.32% of Jordanian ex-
ports to the world. Derived from the 6-digit level analysis, for 18.6% of
Jordanian exports to the world there is a potential market access issue in
the EU market. Those 6-digit products comprise 2.11% of exports to the
EU (col.3) , while they comprise 19.18% exports to the rest of the world
(col.4), hence the difference in these export sharesis 17.08% (col.5).

6. Asasecond example, consider, table 2 for Egypt. The first row relates to
sector 25 ‘ Salt; sulphur; earth & stone’ where we see that this sector oc-
cupies 3.9% of total Egyptian exports to the world. We see how our
identified 6-digit sectors where the RMASs are below 1 in the top 50 table
represent 2.52% of total exports to the world and where the share of ex-
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ports to the EU is of 0.12% and that to the RoW is 4.64%. This sector
appears as the one where the difference between the share of exports to
the RoW and the share of exports to the EU is highest and would thus
look like a natural candidate for our NTB anaysis. However, as dis-
cussed above, before selecting this sector for the NTB analysis, we have
to consider what the identified products (at 6-digits) are within this sec-
tor. We do this by looking at the first table, where the first two digits of
the 6-digit code identifies the relevant 2-digit sector. Here we see how
the identified 6-digit sectors relate predominantly to marble and cement
etc. For this sector then, we have to be a little cautious as our RMA
measures might be picking up the high costs of transporting heavy mate-
rial to far away destinations.

NOTE:

¢ |n the above procedure in step 2 we ranked the industries by the differ-
ence in exports shares. An aternative would be to rank the industries by
their share of that countries exports to the world (i.e. by column 1 of
each table 1). We have also done this and then followed the subsequent
steps. If we do so we get almost exactly the same results. There are only
two additional 2-digit industries (one for Israel and one for Jordan) and
these have been added to our selection.

IndicatorsUsed in the tables:

RCA (Reveaed Comparative Advantage): Given that there is an important lack
of production data at high levels of disaggregation, economists often use this indi-
cator to proxy for comparative advantages. Where we say that a country ‘reveals
its comparative advantage when the export share of its product to the world is
higher than the equivalent export share of that same product in total world trade.
When the RCA is above 1, meaning that a given country exports, proportionally to
its total exports, more than the share of exports of the world in that given product
we say that a country has a comparative advantage. Where the RCA isbelow 1, we
say that the country has a comparative disadvantage. Hence, for example, if a
country had a high comparative advantage in a given sector but was exporting very
little to the EU, this might indicate barriers to entry in the EU market.

BRCA (Bilateral RCA): The bilateral RCA can be seen as a modified RCA,
where rather than having the world as comparator, we compare the export shares
of a given country for a given product (eg Jordan) in a particular destination mar-
ket (the EU), to the export shares of the world for that product in that same desti-
nation market — and then this is done across all product lines. Hence the bilateral
RCA gives us an indication of how much a given country is exporting to a given
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market relative to how much the world is exporting to that market. A bilateral
RCA above one will tell us for that particular good that Jordan has a revealed
comparative advantage in the EU market, relative to the rest of the world. Essen-
tially, the measure shows the RCA (as explained above) but with respect to a
given market.

RMA1 (Revealed Market Access): combines the concepts of the RCA and
BRCA by dividing the bilateral RCA of a given country with the global RCA of
that country. The RMAL allows us to assess, by product, whether there is any evi-
dence that Jordan’s access to the EU market is higher or lower than that suggested
by the Jordan’s revealed comparative advantage. The intuition behind this indica-
tor is that we suppose that bilateral trade should follow global comparative advan-
tages thus a country should broadly access a given market following its compara-
tive advantage and following the demand that there will be for the given good in
that market. An RMA1 below 1 shows us that a given good is not entering the
target market at rate suggested by its global revealed comparative advantage. An
RMA1 above 1 tells us that the market access for the given good is above that
which would be suggested by the indicator of global revealed comparative advan-
tage.

RMAZ2: With the RMAL indicator we are comparing market access with re-
spect to all other partners and with respect to our performance in world markets.
The alternative is to compare market access into a given economy with the level of
access in a comparator economy i.e. is Jordan exporting as much of a given prod-
uct to the EU as it is to the Rest of the World? To answer this question, we use
another measure of revealed market access (RMA2). Here we divide exports to the
EU by exports to the rest of the world and normalise this by the economic mass of
each destination. Gravity suggests that countries export goods according to the
size of the destination market so we would expect that, putting aside differencesin
tastes across destinations; countries trade patterns should follow economic mass so
that Jordan’'s exports to the RoW will be bigger by the amount that the RoW is
bigger relative to the EU. An RMA2 below 1 will tell us that Jordan is not export-
ing as much to the EU as it is to the RoOW as would be suggested by economic
mass.

Where the RMA indicators allow us to investigate differences in exports across
destinations or departures from comparative advantages, these can be used to iden-
tify sectors where there might be a problem in terms of market access to the EU.
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Appendix 2 Table 1. Jordan 6-digit sectoral identification

Share of Export to: BRC |RMA|RMA
World| EU [Row| 272 | RCA 1"A | 1 | 2
Of other textile
611490 |materials (garn- 6.46 | 0.12|6.68 | 6.56 | 779.75 | 46.97|0.060|0.002
ments)
Other, including
310290 |mixtures (Nitroge- | 4.33 | 0.00 | 4.48 | 4.48 |1528.68 0.00 [0.000|0.000
nous Fertilizers)
620459 i‘rrttss_'f‘f‘d divided | o5 | 043 | 4.41 | 3.99 | 307.28 | 23.87|0.078| 0.008
Of other textile
610600 |materials 267 | 004|277 273 | 428.22 | 8.76 |0.020|0.001
(Women's
Blouses)
Phosphoric acid
280920  |and polyphos- 243 | 001|252 251 | 10863 | 0.79 |0.007|0.000
phoric
070200 IQWZS"%’ freshor | 550 | 075 | 256 | 1.81 | 48.99 |10.15/0.207|0.024
761290 gars‘ﬁ;)(A'“m'”'“m 1.90 | 017|196 | 1.79 | 64.49 | 4.22 |0.066|0.007
611020 |Of COUON (Jerseys, | 55 | 441 | 314 | 1.73 | 25.80 |11.04|0.426]0.037
Pullovers)
300390 gt;et;)('v'ed'ca’ 181 | 015|187 | 1.72 | 4262 | 3.71 |0.087|0.006
151620 ;’“egetab'efatsa”d 164 000|170 1.70 | 63.75 | 0.00 |0.000|0.000
2a0p00  |Other (Cigars, 149 | 000|154 | 1.54 |1246.69| 0.00 [0.000/0.000
Cigarettes)
Of cotton (Other
611420 |Garments, Knitted | 1.44 | 0.03 | 1.49 | 1.47 | 137.00 | 2.88 |0.021|0.001
or Crocheted)
610520 ﬁgrla”'made 129 | 000 1.34 | 1.34 | 160.78 | 0.00 |0.000(0.000
010410  |Sheep 115 | 0.00| 1.20 | 1.20 | 121.94 | 0.00 |0.0000.000
gsaa20 |Coaxidcableand | o)) 6001 108 1.08 | 2551 | 0.00 |0.000(0.000
other co-axial e
271000 |PEtroleumoailsand | 5 | 5001 106 | 1.06 | 026 | 0.00|0.000]0.000
oils obtained fr
620463 |rousars,biband | o0 | 041 008 | 0.95 | 30.82 | 0.91 |0.030]0.003
brace overalls, b
610610 |Of cotton 137 | 050 | 1.40 | 0.90 | 40.49 |14.64]0.362|0.029
300490 |Other 517 | 441|520 0.79 | 298 | 1.70 |0.569]0.069
grop10 | Withcompression-| o5 | 600 | 064 | 064 | 7.37 | 0.00 |0.000(0.000
ignition internal
610900 | Of other textile 059 | 000| 061|061 884 |0.00|0.000/0.000
materials
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Share of Export to: BRC |RMA|RMA
World | EU |RowW 3-2| RCA A 1 2

620449 |Dresss=-OF 61 1005|063 | 059 | 60.78 | 3.71 |0.061|0.006
other textile materi

340120 ]%arﬁs'”omer 064 | 009|066 | 057 | 38.78 | 3.62 |0.093/0.011

10711 |Underpantsand 0.54 | 000|056 | 056 | 32.35 | 0.00 |0.000|0.000
briefs :-- Of cotton

620439 |lacketsandblazers| oo | 03l 054 | 051 | 41.54 | 1.61 |0.039]0.004
:-- Of other te

20010 |Waters induding | 40| 500 | 050 | 050 | 942 | 0.00 |0.000]0.000
mineral waters an

340290 |Other 045 | 0.00 | 0.46 | 0.46 | 13.33 | 0.02 |0.002]0.000

310390 |Other 043 | 0.01 | 0.44 | 0.43 | 593.66 | 16.26]0.027|0.002

480300 |loletorfacia 049 | 010|051 | 040 | 2388 | 355 [0.149|0.017
tissue stock, towe

283650 |Calcium carbonate| 0.39 | 0.02 | 0.41 | 0.39 | 57.13 | 1.50 |0.026]0.004

620419 | Mits-Ofother | /0 1 503 | 0.41 | 0.38 | 112.76 |19.80|0.176|0.006
textile materia

620342 |Trousars,biband |40 | 6001 037 | 037 | 236 | 0.00|0.000]0.000
brace overalls, b

070930 g\lggtesrf"”%(egg' 0.38 | 0.03|0.40 | 0.37 | 147.59 | 7.83 |0.053|0.006
Garments, made up

611300 | £y e o (Pl 034 | 0.00| 035|035 | 81.30 | 0.00 |0.000(0.000

852812  |ReEceptionappara | a4 | 50| 035|035 0.60 |0.00|0.000]0.000
tusfor television,
Sanitary towels

481840 |and tampons, nap- | 0.32 | 0.00|0.33 | 0.33 | 4.31 |0.00 |0.000]0.000
kin

210690  |Other 037 |007]038|031| 239 | 045 0.190/0.015

620469 | rousers,biband |40 |09 | 031 | 031 | 11.15 | 0.23 |0.021]0.002
brace overadls, b

481810 |Toilet paper 029 | 000|030 030 1254 | 0.05 |0.004]0.001

11010 |Ofwoolorfine | .0 | 500 030| 029 | 694 | 0.00|0.000]0.000
animal hair

282739 gﬂg chlorides-- | 35 | 005|033 | 0.28 | 131.37 | 19.49|0.148| 0.011

611410 |Ofwoolorfine | 7 | 500|028 | 0.28 | 459.28 | 0.00 |0.000(0.000
animal hair

gas12  |Machines, eachof | o0 1500 | 028 | 0.28 | 40.92 | 0.00 |0.000/0.000
adry linen capac

gagsr0  |Windoworwal | a0 6091 039 | 027 | 539 | 246 |0.456|0.024
types, self-containe

230990  |Other 026 | 000|027 | 027 | 445 |0.00 |0.000]0.000

620530 ]fi)k‘;rr;a”'made 026 | 000|027 | 027 | 19.55 | 0.00 |0.000|0.000

070700 |Cucumbers and 102 | 0.76 | 1.03 | 0.27 | 65.68 |34.24/0.521]0.060
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Share of Export to: BRC |[RMA|RMA
World | EU |RowW 3-2| RCA |74 1 2
gherkins, fresh or
ch
610910 |Of cotton 0.26 | 0.00| 0.26 | 0.26 | 1.33 | 0.00 |0.000|0.000
010420 |Goats 0.25 | 0.00 | 0.26 | 0.26 | 277.16 | 0.00 |0.000|0.000
340220 |PrepArAioNSpUtUp| o5 | 500 | 026 | 026 | 2.94 | 0.00 |0.000]0.000
for retail sale

Appendix 2 Table 2. Jordan 2-digit sectoral identification

Share X Share of identified 6-digit
HS2 I industry exports, at the 2-
.~ |Description toworld - ) 34
digit 2 digits) digit level to:
95 ™ World | EU | Row
61 aACré&appar el &dothing | 54 3505 | 18.609% | 2.11% | 19.18% | 17.08%
62 aACré&aﬁpar d&dothing | o700 | 767% | 058% | 7.92% | 7.35%
31 |Fertilisers, 11.46% | 507% | 0.10% | 524% | 5.14%
28 gr‘gégr';‘]tfherm; compdsof |4 o905 | 3150% | 0.08% | 3.26% | 3.18%
30 |Pharmaceutical products. 7.24% | 6.98% | 456% | 7.07% 2.51%
7 tEa‘l.j;‘br'gc;ggetab'% andcer- | oaoon | 300% | 1.54% | 3.99% | 244%
76 Qgg}[" um and articles 3100 | 1.90% | 017% | 1.96% | 1.79%
15 tAh;': ;nj'é‘a’l egfas& olls& | 51000 | 1649% | 0.00% | 1.70% | 1.70%
24 ;%t;ii?;”d manufactured | caor | 94906 | 0.00% | 1.54% | 1.54%
1 |Liveanimas 144% | 1.41% | 0.00% | 1.46% | 1.46%
85 ﬁg’f;gfca' mchy equip parts | 5 sa00 | 1389% | 0.00% | 1.43% | 1.43%
34 agS?:npt,Sorganlc surface-active| 3 1000 | 1339 | 0.09% | 1.37% | 1.28%
27 L'\j’(';'tnoefr?'hf”e' S 0ils&prod- | 4 ya00 | 10006 | 0.00% | 1.06% | 1.06%
48 Eggg S‘u paperboard; atof | 4 7300 | 19704 | 0129 | 1.15% | 1.04%
87 ?gﬁr]'s‘t:lfk"/ tralwitramw | 2000 | 06206 | 0.00% | 0.64% | 0.64%
84 m‘éﬁ;ear& rriaaors boilers, | 53006 | 065% | 0.11% | 0.67% | 0.56%
22 S;’erag&" spiritsand vine- | 5 250 | 0499 | 0.00% | 050% | 0.50%
21 'r\gt'iff's lanecus edible prepa- | 500, | 03706 | 0,079 | 038% | 0.31%
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o3 |Resldues& wastefromthe | o000 | 52604 | 0.00% | 027% | 0.27%
food indu
TOTAL 78.69% | 59.03% | 9.51% | 60.79% | 51.28%

Appendix 2 Table 3. Egypt 6-digit sectoral identification

Shareof Exportto: | 3.2 RCA BRC |[RMA |RMA

World| EU | Row A 1 2
252329 gtoﬁt'*a”d CemenNt - 11 4706| 0,029 | 2.76%| 2.74% | 30.00 | 0.89 | 0.03 | 0.02
080510 |Oranges 1.18%| 0.70%| 1.60%| 0.90%] 40.84 | 17.07| 0.42 | 0.8
100630 |Semi-milled or 14 5001 6.0106| 1.919%| 1.90% | 19.23| 0.36 | 0.02 | 0.01

wholly milled rice,
Trousers, bib and
brace overalls, b
Containing indenta-
721420 [tions, r (Ironand | 0.94% | 0.44% | 1.39%|0.94%| 12.42 | 6.29 | 0.51 | 0.64

620342 1.00% |0.30% | 1.61%|1.31%| 6.35 | 1.53 | 0.24 | 0.38

Stedl)

271121 |\ 9aSEOUS StAe = | () 51041 ) 1005 | 1.68% | 1.58% | 0.85 | 0.05 | 0.06 | 0.12
Natural gas

620462 | 1TOusers, biband 1 o001 () 480511 2706| 0.79% | 5.40 | 2.69 | 050 | 0.76

brace overdlls, b
251512 (Marbleand traver- | oo, | 680 0.8196 | 0.73%| 117.1| 18.91| 0.16 | 0.20
tine :-- Merely cu
Other (Food prepa-
rations)

Of cotton (Jerseys,
Pullovers)
Containing by
weight less than
0.25 (Iron and
Stedl)

Other, of pile con-

210690 0.42%0.01% | 0.78%|0.77%| 2.69 | 0.06 | 0.02 | 0.03

611020 0.41%0.18%0.62%|0.44%| 2.31 | 1.18 | 0.51 | 0.58

720711 0.41%|0.08%|0.69%|0.61%| 6.97 | 1.49 | 0.21 | 0.24

570242 k 0.37%0.16% | 0.56% | 0.40%| 48.72 | 21.09 | 0.43 | 0.57
struction, (carpets)
Coke and semi-

270400 |coke of coal, of 0.35%0.16%|0.51%|0.35%| 6.45 | 2.90 | 0.45 | 0.64
lign

Of nylon or other
570320 |polyamides (car- | 0.34%0.22% |0.45%|0.23%| 14.85| 6.59 | 0.44 | 0.98

pets)
300490 Sgi)('\"ed'ca’ 0.33% | 0.02% | 0.60% | 0.58%| 0.20 | 0.01 | 0.04 | 0.07
701810 |G 3Sbeads, imitar | ) 3501y 510405996 | 0.579% | 22.08| 2.65 | 0.12 | 0.05

tion pearls, imit
Of cotton (Men,

610510 ! 0.30%| 0.17% | 0.41% | 0.24%| 7.08 | 4.46 | 0.63 | 0.85
Boys shirts)

600800 |Other (Ceramic | 350,16 0894 | 0.4996| 0.41%| 3.77 | 0.93 | 0.25 | 0.31
products)
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Shareof Exportto: | 3.2 RCA BRC |[RMA |RMA
World| EU | RowW A 1 2
100620 'r'i'é‘:ked (brown) 1 ) 5895 | 0.05%| 0.49% | 0.44%| 30.49 | 4.07 | 0.13 | 0.19

Unground (natural
251010 |calcium Phosphates| 0.26% | 0.02% | 0.48% | 0.46% | 28.36 | 2.28 | 0.08 | 0.08
i.e. Salt)

Of akind used on
401120 |buses or lorries 0.24%0.14%0.33%|0.19%| 1.91 | 1.18 | 0.62 | 0.86
(Pneumatic tyres)
Sanitary towels and
tampons, napkin
Co-axid cableand
854420 |other co-axid (in- |0.23%0.01% | 0.43%|0.42%| 5.79 | 0.26 | 0.04 | 0.04

481840 0.24% 0.00%0.46% | 0.46% | 3.47 | 0.00 | 0.00 | 0.00

sulated wire)

040630 |Frocessed cheese, -\ 50,1 0004 | 0.43%| 0.43%| 16.11 | 0.01 | 0.00 | 0.00
not grated or pow

480300 || Oilet or facial 0.23%| 0.13% | 0.329% | 0.19% | 11.42 | 4.35 | 0.38 | 0.79

tissue stock, towe
Other (Structures,
730890 |articles of iron and | 0.21% | 0.05% | 0.36% | 0.31%| 1.53 | 0.34 | 0.22 | 0.28
steel)
Electrical energy.
(optional headin
250301 |Portland cement - | ) 150,15 60304 | 0.35% | 0.35% 39.70| 0.56 | 0.01 | 0.01
White cement, w

Prefabricated build-

271600 0.19%0.00% | 0.36% | 0.36%| 0.73 | 0.00 | 0.00 | 0.00

940600 |{ " 0.16% | 0.01%| 0.29%| 0.28% | 3.47 | 0.15 | 0.04 | 0.05

gag510 |Windoworwall g o0t 0004 0.2796| 0.26%| 2.53 | 0.40 | 0.16 | 0.13
types, self-containe

490190 |Other (Printed 1 ) 1 10/ 1 0.0296| 0.25% | 0.24% | 1.17 | 0.13 | 0.11 | 0.12

Books)

730111 |S0OKING applianCes 1 10, | 3004 | 0269 | 0.26% | 4.52 | 0.00 | 0.00 | 0.00
and plate warmer

040690 | Other cheese 0.14%] 0.00% | 0.26% 0.26% | 1.36 | 0.00 | 0.00 | 0.00

170199 SlOth:rr)(caneor beet | 5 1496| 0.00% | 0.26% | 0.26% | 2.00 | 0.00 | 0.00 | 0.00

Containing indenta-

721310 [tions, (Ironand | 0.13%] 0.00% | 0.25% | 0.25% | 18.80 | 0.00 | 0.00 | 0.00

Sted)

Ground (natural

251020 |calcium Phosphates| 0.13% | 0.00% 0.24% | 0.24%| 19.22| 0.00 | 0.00 | 0.00

i.e Salt)

Other (Iron and

Sted)

Of free-cutting

721510 |sted, not further | 0.12% | 0.00% 0.229% | 0.22%| 16.72| 0.00 | 0.00 | 0.00

(Iron and Stedl)

720890 0.12%0.00% | 0.23%|0.23%| 8.10 | 0.26 | 0.03 | 0.02
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Shareof Exportto: | 3.2 RCA BRC |[RMA |RMA
World| EU | RowW A 1 2
Towers and lattice
730820 |masts (articlesof | 0.119%| 0.00% | 0.21% | 0.21%| 7.82 | 0.00 | 0.00 | 0.00
Iron and Steel)
610343 |1rousers. biband - 410,16 03941 0.1896| 0.15% 11.90 | 5.86 | 0.49 | 0.32
brace overalls, b
620020 |OF cotton (Babies | 50,16 0194 0.1996| 0.18%| 6.60 | 0.41 | 0.06 | 0.09
garments)
Preparations put up
for retail sale (Or-
340220 |ganic, surface- 0.10%| 0.01% | 0.18% | 0.18%| 1.27 | 0.05 | 0.04 | 0.06
acting agentsi.e.
Soap)
854519 |Electrodes - Other| 0.10% | 0.00% | 0.18%| 0.18%| 13.79| 0.00 | 0.00 | 0.00
200410 |Potatoes 0.09%)| 0.01% | 0.17% 0.16%]| 3.29 | 0.19 | 0.06 | 0.08
Of other plastics o o o o
391590 | |\ osto plastice) | 0.08%| 0.00% | 0.15% | 0.15%| 269 | 000 | 000 | 0.00
Appendix 2 Table 4. Egypt 2-digit sectoral identification
Share of identified 6-digit
HS2 I Share X industry exports, at the 2-
L Description toworld - i 34
digit (2 digits) digit level to:
IS "World | EU | Row
25 Total sf'a;?'ph”“ earth& slon: | 30006 | 25206 | 0129 | 4.64% |4.52%
10 Total |Cereals 154% | 1.30% | 0.05% | 2.40% | 2.35%
27 Total g"f'&era' fuels, oils& product | 47 an00 | 14806 | 0.26% | 2.56% | 2.29%
62 Total |11 Of apparel & clothing 287% | 200% | 0.79% | 3.07% |2.28%
access, n
72 Total|Iron and sted. 7.03% | 1.72% | 0.53% | 2.78% | 2.26%
8 Total g?r'b'efr“'ta”d nuts; pedl of | 4 9506 | 1.18% | 0.70% | 1.60% |0.90%
61 Total ’:Crégsappare' & dlothing 3.32% | 0.82% | 038% | 1.21% |0.83%
73 Total |Articles of iron or sted. 1.00% | 047% | 0.05% | 0.83% |0.78%
21 Totd {\i/'o'sge”a”eoused'b'eprepar& 057% | 0.42% | 0.01% | 0.78% |0.77%
4Tota [r?fr?é prod; birds eggs, natl- | 1105 | 0379 | 0.00% | 0.69% |0.69%
48 Total E:Sg é‘upaperboard; art of 073% | 047% | 0.13% | 0.78% |0.65%
57 Total S:rpetsa”d other textilefloor | ) o000 | 0719% | 0.38% | 1.01% | 0.63%
85 Total |Electrical mchy equip parts 191% | 0.33% | 0.01% | 0.61% | 0.60%
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Share X Share of identified 6-digit
HS2 I industry exports, at the 2-
L Description toworld - . 34
digit 2 digits) digit level to:
99 ™World | EU | Row
thereof
30 Total |Pharmaceutical products. 0.69% | 0.33% | 0.02% | 0.60% |0.58%
70 Tota |Glass and glassware. 051% | 0.32% | 0.01% | 0.59% |0.57%
69 Total |Ceramic products. 0.78% | 0.30% | 0.08% | 0.49% |0.41%
94 Total E‘gt?'t“re; bedding, maltress, | a0 | 0.16% | 0.01% | 0.29% | 0.28%
17 Total esr“ygarsand sugar confection- | 4100 | 014% | 0.00% | 0.26% |0.26%
84 Total xzﬁ;ezr rrﬁactors’ boilers, 1.45% | 0.15% | 0.02% | 0.27% |0.26%
49 Total E{é?&f;boc’ks' NEWSPaPE'S, | 017% | 0.14% | 0.02% | 0.25% |0.24%
40 Total |Rubber and articlesthereof. | 0.33% | 0.24% | 0.14% | 0.33% |0.19%
34 Total as;:npt,sorgamcwrfaceacnve 031% | 0.10% | 0.01% | 0.18% |0.18%
20 Total Err%p of vegetable, fruit, nuts | 3000 | 00096 | 0.01% | 0.17% |0.16%
39 Tota |Plastics and articles thereof. 2.29% 0.08% | 0.00% | 0.15% |0.15%
TOTAL 82.20% | 15.81% | 3.71% | 26.54% |22.83%
Appendix 2 Tableb5. Israel 6-digit sectoral identification
Shar e of Export to: 3-2 |RcA BRC| RM | RM
World| EU Row A Al | A2
710239 (N)fr:‘e'r'”d“g”aj T 131.93%|13.49%) 38.63% | 25.14%|87.20|82.58| 0.95 | 0.29
300490 gterr‘ﬁrs)('\"edm& 6.76% | 2.56% | 8.29% | 5.73% | 3.90 | 0.99 | 0.25 | 0.26
880330 gzr&p;rf eloifcgem' 2.09% | 0.00% | 2.86% | 2.86% | 5.42 | 0.00 | 0.00 | 0.00
300390 22:%('\"90“%“ 0.44% | 0.01% | 0.59% | 0.59% |10.30| 0.14 | 0.01 | 0.01
Other instruments,
903180 ?ﬁg’(‘)ﬁg‘;}iﬁﬁ?ﬂjr' 0.69% | 0.40% | 0.79% | 0.39% | 6.10 | 4.18 | 0.68 | 0.42
instruments)
290890 S;Q%é;rgamc 0.50% | 0.30% | 0.57% | 0.28% |188.7|184.0| 0.98 | 0.43
903039 %Q%S;‘;‘U”;T;S 0.28% | 0.08% | 0.35% | 0.27% |15.70| 5.70 | 0.36 | 0.18
730800 | OLNEY (SIUCIUNES, | ) 3000 | 01696 | 0.43% | 0.27% | 1.95 | 0.81 | 0.42 | 0.31
articles of iron and
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Shar e of Export to: 3-2 |rca|BRC|RM | RM
World| EU RowW A Al | A2
steel)

852520 :aiigﬁ':é?ggr;'?ﬁ& 1.01% | 0.81% | 1.08% | 0.27% | 0.61 | 0.39 | 0.64 | 0.62
610822 g}[‘ﬁf;naﬂga%ae”“&:“ 0.20% | 0.00% | 0.27% | 0.27% |10.16| 0.10 | 0.01 | 0.01
852510 rTartirfmmO” P& | 4269 | 0.06% | 0.33% | 0.26% | 9.08 | 3.50 | 0.39 | 0.16
901380 ;?gﬁrcie"a'n%&i‘ngﬁ' 0.21% | 0.08% | 0.26% | 0.18% | 0.61 | 0.54 | 0.88 | 0.27
202249 Qg'r”;z'sdzﬁ?g 0.13% | 0.00% | 0.17% | 0.17% | 4.89 | 0.04 | 0.01 | 0.01
902290 g’atn‘;fér']g‘:;ggr 0.81% | 0.69% | 0.85% | 0.17% |16.43|13.39| 0.81 | 0.66
720449 Sctrgg,‘f‘fagt‘;:r”d 0.16% | 0.04% | 0.20% | 0.16% | 1.12 | 0.27 | 0.24 | 0.16
710399 _Otohtﬁg’r"'se""orked 7| 0.16% | 0.06% | 0.19% | 0.13% |22.29|21.75| 0.98 | 0.27
300420 acrf;i”;ia]o’t}'gf other 1 5 0996 | 0.00% | 0.129 | 0.12% | 0.95 | 0.00 | 0.00 | 0.00
847981 ggﬁarr:}a:alh':pe;ia”d 0.09% | 0.01% | 0.12% | 0.12% | 7.99 | 1.09 | 0.14 | 0.05
820780 [Tools for turning | 0.08% | 0.00% | 0.11% | 0.11% |22.22| 0.41 | 0.02 | 0.01
870829 g?ﬂrzi?%o 4 | 009% [0.02% 0.12% | 0.11% | 0.23| 0.04 | 016 | 0.11
847340 Egsofa?ﬁeafn 0.15% | 0.07% | 0.17% | 0.11% | 6.88 | 3.39 | 0.49 | 0.33
841590 |Parts 0.15% | 0.08% | 0.18% | 0.10% | 2.06 | 1.13 | 0.55 | 0.35
630231 8;“;&’;?"”3" " | 0.08% | 0.01% | 0.11% | 0.10% | 3.04 | 0.44 | 0.15 | 0.08
853339 &rggg“’i‘gc‘l’f'ab'e 0.12% | 0.04% | 0.14% | 0.10% |109.4|84.94| 0.78 | 0.25
271000 sieltsr‘;'%ﬂgé'fra”d 0.10% | 0.03% | 0.12% | 0.10% | 0.03 | 0.01 | 0.32 | 0.18
610810 > P& PELICOAS 6 5704 10,0196 | 0.09% | 0.08% |78.46(12.35 0.16 | 0.06
204150 iﬁgﬁg\‘/’g?d 0.06% | 0.00% | 0.08% | 0.08% | 6.03 | 0.00 | 0.00 | 0.00
850450 |Other inductors 0.11% | 0.06% | 0.13% | 0.08% | 2.68 | 2.11 | 0.79 | 0.36
691490 | Other 0.05% | 0.00% | 0.07% | 0.07% | 6.25 | 0.01 | 0.00 | 0.00
901819 Eézcatrg)tﬁ??nlﬁlc 0.92% | 0.86% | 0.94% | 0.07% |15.59|15.22| 0.98 | 0.76
291890 |Other 0.05% | 0.00% | 0.07% | 0.07% | 5.34 | 0.35 | 0.07 | 0.04
481910 Ca”"”; 2g’r‘$‘gand 0.06% | 0.00% | 0.07% | 0.07% | 1.23 | 0.09 | 0.07 | 0.05
902890 |Parts and accesso- | 0.05% | 0.00% | 0.07% | 0.06% | 5.45 | 0.52 | 0.09 | 0.06
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Shareof Exportto: | 3.9 rca |BRC| RM | RM
World| EU RowW A Al | A2
ries
844309 | LEUENPIesS printing |, 5e0, 1 6 0194 | 0.079% | 0.06% |47.84|10.60| 0.22 | 0.08
machinery, exc
640399 gmg footwear - | 4 0604 | 0.029% | 0.08% | 0.06% | 0.37 | 0.07 | 0.19 | 0.17
845939 | Other boring-milling| , 520, 1 5 0096 | 0.06% | 0.06% |49.18| 4.76 | 0.10 | 0.03
machines ;-- O
880230 [Aeroplanes and 0.05% | 0.00% | 0.06% | 0.06% | 0.33 | 0.00 | 0.00 | 0.00
other aircraft, of a
847090 | Other 0.10% | 0.06% | 0.12% | 0.06% |18.32|10.72| 0.59 | 0.40
630221 |Cther bedlinen, 1 ) o0 | 6 0106 | 0.06% | 0.06% | 3.50 | 0.28 | 0.08 | 0.07
printed :-- Of cot
711590 | Other 0.04% | 0.00% | 0.06% | 0.06% | 2.28 | 0.03 | 0.01 | 0.00
90308 |Cther instruments | ) o0 | 0204 | 0.079% | 0.05% | 2.63 | 2,00 | 0.76 | 0.22
and apparatus :--
711790 |Other 0.12% | 0.08% | 0.13% | 0.05% |13.39| 8.92 | 0.67 | 0.50
903110 |Machinestorbal- - |, 510,11 5 000 | 0.05% | 0.05% | 9.47 | 0.26 | 0.03 | 0.01
ancing mechanical p
711417 |Of Preciousmetal | ) 5400 | 6 000 | 0.05% | 0.05% |12.32] 0.26 | 0.02 | 0.01
whether or not pl
610910 |Of cotton 0.05% | 0.01% | 0.06% | 0.05% | 0.26 | 0.05 | 0.18 | 0.16
Appendix 2 Table 6. Israel 2-digit sectoral identification
Share of identified 6-digit
HS2 I Share X industry exports, at the 2-digit
diai Description toworld . 34
igit 2 digits) level to:
World EU RowW
71 Totd gg‘}]‘ga”c“'t“red pearls, prec) 40 o506l 32.20%| 13.63%| 39.079%|25.44%
88 Total |\ IrCraft, spacecrait, and 237%|  214%| 0.00%| 2.92%| 2.92%
parts the
90 Total g}pé'cﬁ?'n’ photo, cine, meas, 545%| 3.06%| 2.14%| 3.39%| 1.25%
85 Total E:;Cégfca' mchy equipparts | g 99001 149%| 0.098%|  1.68%| 0.71%
29 Tota |Organic chemicals. 2.99%| 0.74%| 0.30%| 0.90%| 0.60%
61 Tota :;é;;appard & clothing 0020 031%| 002% 0.42%| 0.40%
73 Total |Articles of iron or steel. 1.07% 0.36% 0.16% 0.43%| 0.27%
72 Tota |Iron and steel. 0.35% 0.16% 0.04% 0.20%| 0.16%
82 Tota | 100} implement, cutlery, 1.71%| 008%| 0.00%| 0.11%| 0.11%
spoon & f
27 Tota | Minerd fuels, oils& prod- | 19001 01006 0.03%|  0.12%| 0.10%
uct of th
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Share X Share of identified 6-digit
HS?2 I industry exports, at the 2-digit
g Description toworld ) 34
digit 2 digits) level to:
9 "World | EU RoW
69 Total |Ceramic products. 0.11%| 0.05%| 0.00%| 0.07%| 0.07%
48 Totd E:Sg S‘u paperboard; artof | oa00l Q0% 0.00%| 0.07%| 0.07%
39 Totdl |Plastics and articles thereof. 4.53% 0.33% 0.35% 0.32%| -0.03%
70.81%| 41.16%| 17.65%| 49.71%)|32.06%

Appendix 2 Table 7. Morocco 6-digit sectoral identification

Shareof Exportto: | 3.2 RM | RM
World| EU | Row RCA |BRCA| A1 | A2

Phosphoric acid

280920 |and polyphos- 7.94% | 2.98% |21.21%)|18.23%| 354.55 | 180.65 | 0.51 | 0.86
phoric

251010 |Unground 4.35% | 1.69% [11.46%| 9.77% | 565.44 | 349.34 | 0.62 | 0.90
Diammonium

310530 |hydrogenortho- | 1.91% | 0.78% | 4.94% | 4.16% | 136.51| 72.10 | 0.53 | 0.96
phosphate (
Ammonium di-

310540 |hydrogenortho- | 1.25% | 0.48% | 3.32% | 2.85% | 163.62 | 72.18 | 0.44 | 0.87
phosphate (
Processed cheese, o o o

040630 ot grated or pow 0.78% | 0.00% | 2.85% | 2.85% | 46.23 | 0.00 |0.00|0.00

310310 |Superphosphates | 0.93% | 0.37% | 2.43% | 2.05% | 142.80 102.40| 0.72 | 0.94

710691 Other :-- Un- 0.64% | 0.13% | 1.99% | 1.86% | 8.84 | 2.42 |0.27|0.40
wrought
Other fish, ex-

030371 |cluding liversand | 0.26% | 0.06% | 0.77% | 0.71% | 117.90 | 43.91 | 0.37 | 0.50
ro

110100 }’l\g‘ﬁat ormesiin | 1 1904 | 0.00% | 0.70% | 0.70% | 9.66 | 0.00 |0.00|0.00
Non-monetary :--

710812 |Other unwrought | 0.16% | 0.00% | 0.60% | 0.60% | 0.54 | 0.00 |0.00 |0.00
fo

210111 |EXIraCts, €8eNCES| ) 420, | 5 0204 | 0.58% | 0.56% | 627 | 057 |0.09|0.20
and concentrates

251170 NatUra barium - | 550, | () 0804 | 0.59% | 0.51% | 79.25 | 63.86 | 0.81|0.85
sulphate (barytes)

34020|PrEPAAIONS PUL 1y 150 | 6 0006 | 0.46% | 0.46% | 1.48 | 0.00 |0.00]0.00
up for retail sale
Fluorspar :--

252921 |Containing by 0.15% | 0.04% | 0.44% | 0.41% | 116.01 | 29.27 | 0.25|0.48
weight

121220 |Seaweeds and 0.15% | 0.04% | 0.44% | 0.40% | 36.02 | 24.84 | 0.69 | 0.55
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Shareof Exportto: | 3.2 RM | RM
World]| EU | Row RCA |BRCA| A1 | A2

other agae
Of watches :--

911012|Incomplete 0.10% | 0.00% | 0.36% | 0.36% | 327.05| 0.00 | 0.00 | 0.00
movements
Other electric

854459 |conductors, for a | 0.11% | 0.01% | 0.37% | 0.36% | 0.87 | 0.06 |0.07|0.16
VO
Sanitary towels

481840 |and tampons, 0.09% | 0.00% | 0.32% | 0.32% | 1.15 | 0.00 |0.00|0.00
napkin

740321 |SOPPEN aloys = 1 () oo 10,0106 | 0.25% | 0.24% | 11.76 | 1.34 | 011|025
Copper-zinc base

721499 Other 0.07% | 0.00% | 0.24% | 0.24% | 2.69 | 0.01 | 0.00|0.01
Sunflower-seed

151219 |or safflower oil | 0.06% | 0.00% | 0.23% | 0.23% | 4.83 | 0.00 | 0.00 | 0.00
and
Unused postage, o o o 0

ag0700| 7 20 B | 0.06% | 0.00% | 0.23% | 0.23% | 397 | 0.00 |0.00|0.00
Salmonidae,

030229 |excluding livers | 0.06% | 0.00% | 0.23% | 0.23% | 28.95 | 0.19 |0.01|0.02
and ro

854160 |MOouNted piezo- |, oo, | 0306 | 0.229% | 0.19% | 2.10 | 1.30 | 062|082
eectric crystals

220290 Other 0.08% | 0.03% | 0.21% | 0.18% | 1.93 | 0.43 | 0.22]0.79

621430 g’r;w”the“"f" 0.04% | 0.00% | 0.16% | 0.16% | 7.80 | 0.27 |0.03|0.06

200290 Other 0.05% | 0.01% | 0.16% | 0.15% | 3.16 | 0.61 | 0.19 | 0.40

551449 |PYINted -~ Other | ¢ 30, 1 6 009 | 0.129 | 01296 | 83.16 | 0.33 | 0.00| 0.00
woven fabrics

Other, with com-
870422 |pression-ignition | 0.03% | 0.00% | 0.11% | 0.11% | 0.18 | 0.00 | 0.00 | 0.00
in
320890 |Other 0.03% | 0.00% | 0.11% | 0.11% | 0.61 | 0.01 | 0.02|0.03

481930 [33cksand bags, | 5 430,15 0095 | 0.119% | 0.11% | 617 | 056 |0.09|0.17
having abase of a

Appendix 2 Table 8. Morocco 2-digit sectoral identification

Share X Share of identified 6-digit
HS2 I industry exports, at the 2-
digi Description toworld - ) 34
igit (2 digits) digit level to:
World EU Row
28 Total 'r;‘t‘l’rgr” chem; compds of Prec | g 170, | 7.049% | 2.98% | 21.21% |18.23%
25 Total ﬁfja; :‘"ph““ earth & ston; 501% | 4.72% | 1.81% | 12.50% |10.69%
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4 Total E:”y prod; birds eggs, natural| 5 2000 | 07806 | 0.00% | 2.85% | 2.85%

3 Total Ef]";r & crustacean, mollusc & | o ch0r | 03206 | 0.06% | 1.00% | 0.94%

21 Total i\i"o'r’;ge”a”eoused'b'eprepar& 0.33% | 017% | 0.02% | 0.58% |0.56%

34 Total asé’:rﬁ’t’sorga”'cwrface“ac“ve 0.15% | 0.12% | 0.00% | 0.46% |0.46%

12 Total gr"seed' oleagi fruits; miscell | 6300 | 01506 | 0.04% | 0.44% | 0.40%

74 Total |Copper and articles thereof. 0.90% | 0.08% | 0.01% | 0.25% | 0.24%

15 Total Sg'ama”"egfatsg‘ olls& their | 9105 | 0.06% | 0.009% | 0.23% |0.23%

22 Total|Beverages, spiritsand vinegar. | 0.18% | 0.08% | 0.03% | 0.21% | 0.18%

62 Total g;%aﬁpare' & clothing 10.19% | 0.04% | 0.00% | 0.16% |0.16%

20 Total (F;rep of vegetable, fruit, NUtSOrl 41 4000 | 0050 | 0.01% | 0.16% |0.15%

87 Total ;iLCI%O/t railwitramw roll- 1 9400 | 0.03% | 0.00% | 0.11% | 0.11%
Total 4380% | 14.54% | 4.96% | 40.15% |35.19%

Appendix 2 Table 9. Tunisia 6-digit sectoral identification

Shar e of Export to: 3-2 |Rrca BRC |RMARMA
World| EU RowW A 1 2

271000 Eﬁg‘;‘%ﬂ;‘ﬁm 2.93% | 0.99% | 9.48% | 8.49% | 0.75 | 0.29 | 0.38 | 0.81
Phosphoric acid

280920 |and polyphos- 2.04% | 0.51% | 7.23% | 6.73% |91.08|30.66| 0.34 | 0.54
phoric

151529 Qﬁﬁ"fé (fcr‘a’gg)o?]'s' 0.99% | 0.00% | 4.34% | 4.34% |206.8| 0.03 | 0.00 | 0.00

310310 |Superphosphates | 1.29% | 0.35% | 4.47% | 4.11% |197.596.41] 0.49 | 0.61

283531 |POlYPhosphates-— | o001 5 0104 | 2.780% | 2.779% |88.49| 3.66 | 0.04 | 0.03
Sodium triphospha

854459 |Other eledtric con- | g10, | 5 2904 | 2.509% | 2.31% | 6.54 | 1.84 | 0.28 | 0.86
ductors, for avo

252329 _tht@d cement - | 0539 | 0.129% | 1.93% | 1.81% |10.78| 3.74 | 0.35 | 0.46
Sanitary towels

481840 |and tampons, nap- | 0.41% | 0.00% | 1.80% | 1.79% | 5.51 | 0.05 | 0.01 | 0.02
kin

711319 v?LgtrheecrI%L;Snr;e:)?J 0.42% | 0.01% | 1.79% | 1.78% | 1.51 | 0.11 | 0.07 | 0.06

282612 |Fuorides- OF | ) 3400 1 0.08% | 1.25% | 1.18% |213.4|27>7| 0.81 | 0.47
aluminium 7

200290 |Other 0.25% | 0.01% | 1.07% | 1.06% |15.50| 0.30 | 0.02 | 0.04
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Share of Export to: 3-2 |Rca BRC |RMARMA
World| EU RoW A 1 2
190219 gochﬁ';fg%ﬁ?he 0.21% | 0.00% | 0.91% | 0.91% |11.47| 0.06 | 0.00 | 0.01
Phosphates:--
283526 |Other phosphates | 0.21% | 0.00% | 0.90% | 0.90% |51.49| 0.00 | 0.00 | 0.00
of c
690890 |Other 0.29% | 0.11% | 0.89% | 0.78% | 3.45 | 1.25 | 0.36 | 0.95
151710 mgrl?gﬂige}nf:rg;?' 0.17% | 0.00% | 0.74% | 0.74% |16.10| 0.03 | 0.00 | 0.00
220290 |Other 0.20% | 0.04% | 0.71% | 0.66% | 4.99 | 0.71 | 0.14 | 0.48
040630 rfgct"é&edr o g?ﬁ 0.14% | 0.00% | 0.62% | 0.62% | 8.45 | 0.00 | 0.00 | 0.00
180632 gtagirb'r”bg'rg?f‘_s' 0.14% | 0.00% | 0.62% | 0.62% | 6.82 | 0.00 | 0.00 | 0.00
252321 .Povxr/trlﬂnedcg?ei?t\;\_/ 0.15% | 0.01% | 0.60% | 0.58% |35.27| 3.92 | 0.11 | 0.19
871639 get;ie_rt::‘;'e?:ff‘)”d 0.13% | 0.02% | 0.48% | 0.45% | 1.80 | 0.26 | 0.14 | 0.38
401120 g;‘m;ﬁ ON | 0.10% | 0.00% | 0.43% | 0.43% | 0.68 | 0.01 | 0.01 | 0.02
401199 |Other 0.10% | 0.02% | 0.39% | 0.37% | 3.54 | 0.78 | 0.22 | 0.32
252020 |Plasters 0.08% | 0.00% | 0.37% | 0.37% |17.77| 0.02 | 0.00 | 0.00
681099 gﬂg aticles: | 4 0995 | 0.019% | 0.37% | 0.36% | 7.73 | 052 | 0.07 | 0.15
Not plated or

721710 |coated, whether or | 0.08% | 0.00% | 0.36% | 0.36% | 3.75 | 0.03 | 0.01 | 0.02
no
Cartons, boxes and

481910 0.09% | 0.00% | 0.36% | 0.35% | 1.88 | 0.09 | 0.05 | 0.11
cases, of corrug

480300 |roiletorfacia | 1000|6000 | 0.379% | 0.35% | 4.76 | 0.62 | 0.13 | 0.38
tissue stock, towe

330510 |Shampoos 0.08% | 0.00% | 0.35% | 0.35% | 3.24 | 0.15 | 0.05 | 0.0

110100 }’I‘gl‘ﬁat ormesiin |, 6806 | 0.00% | 0.34% | 0.34% | 3.98 | 0.00 | 0.00 | 0.00

230990 |Other 0.07% | 0.00% | 0.32% | 0.32% | 1.25 | 0.00 | 0,00 | 0.00

730690 |Other 0.08% | 0.00% | 0.33% | 0.32% | 6.66 | 0.28 | 0.04 | 0.05

890200 1SN VESSElS, | a0 | 0105 | 0.33% | 0.32% |14.80| 2.34 | 016 | 0.17
factory shipsand

320010 [BaEAdOnacylic g 001 6 0004 | 0.3206 | 0.32% | 3.82 | 0.01 | 0.00 | 0.01
or vinyl polymers

100530 [SWeeLbisCuits, 1 heor | 00106 | 0.32% | 0.31% | 1.37 | 0.12 | 0.09 | 0.24

waffles and wafers
283650 |Calcium carbonate | 0.06% | 0.00% | 0.27% | 0.27% | 8.83 | 0.00 | 0.00 | 0.00
902890 rFi"'i‘erStsa”d acCES0- 1 5 069% | 0.00% | 0.25% | 0.25% | 6.05 | 0.02 | 0.00 | 0.01
190240 | Couscous 0.06% | 0.00% | 0.25% | 0.24% |94.51| 1.67 | 0.02 | 0.05
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Appendix 2 Table 10. Tunisia 2-digit sectoral identification

Share of identified 6-digit

Share X |. .
HS 2 digit |Description toworld |!ndustry exlpec\)/rést,gt the2-digit| 5 ,

(2digits) ~wora T Eu RoW
28 Total g:g;grﬂtfherm; compdsof | 5 en0r | 320% | 059% | 12.44% |11.85%
15 Total ﬁ}g ;“j] é‘; egfas& oils& | oom00 | 1169 | 000% | 5.00% |5.08%
25 Total 32':;_ S‘pfgi‘:“ carth & 1.23% | 0.76% | 013% | 2.80% |2.76%
48 Total E?EJZngr gﬁperboard; at | 1009% | 0.60% | 003% | 252% |2.49%
71 Total Eraetcursf'o/rfg”“red Pearls, | 5306 | 042% | 001% | 1.79% |1.78%
20 Total Eafgé’rf c‘)’egetab' &fruit | 03006 | 025% | 0.01% | 1.07% |1.06%
40 Total E‘ggoefr and articles 067% | 0.20% | 0.02% | 0.82% |0.80%
69 Total |Ceramic products. 061% | 0.29% | 0.11% | 0.89% |0.78%
4 Total E;'J?’ ajp[%d; birds' €39S, | 1706 | 0.14% | 000% | 0.62% |0.62%
87 Total ?glelr]'sct'ofkc’/ tralwiramw | 5 a0 | 013% | 0.02% | 048% |0.45%
72 Total|Iron and steel. 154% | 0.08% | 0.00% | 0.36% | 0.36%
11 Total :;rg'rg' Andust malt; 1000 | 008% | 0.00% | 0.34% |0.34%
23 Total mﬁggﬁ f d‘lj"aStefrom 0.14% | 007% | 0.00% | 0.32% |0.32%
73 Total |Articles of iron or stegl. 1.32% 0.08% 0.00% 0.33% | 0.32%
32 Total tTa";‘]rr']?:ggé‘dye' ngextract | 1804 | 0.07% | 0.00% | 0.32% |0.32%

Total 20.76% | 7.62% | 0.92% | 30.28% |29.36%
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Appendix 3. EU-MED Trade Potential
and the Impact of the EU-MED FTAs
on trade
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Methodology and Data Sources

We modified somewhat the methodology adopted by Ruiz and Vilarrubia
(2007). First, we apply it to a more recent data set comprising 100 countries with
largest exports in 2004 over the period of 1970-2008. Secondly, apart from study-
ing the impact of the Euro-Med agreements on the parties involved as groupings,
we also look at their impact on the individual countries, as the depth and length of
the integration process differs between the MED countries. Thirdly, we also study
the impact of the Agadir and PAFTA agreements on trade. Finally, we employ a
more robust estimation technique by including pair dummies to reduce the omitted
variables bias from unobserved pair-wise characteristics (Baldwin and Taglioni
(2006) suggest that such biases are severe).

Ruiz and Vilarrubia (1997) employ the following equation:
Inxg = 0y + ¢dope + e + die + Four

Where Xt — exports from country e to county i at time t

Zi — vector of explanatory variables which depend on the specific ei country
pair, but which are constant over time (distance among trading partners, dummies
for a common land border, a common language, a common colonizer, a current
colonial relationship, a past colonial relationship and an index or religious simi-
larity)

Zeit — vector of time-and-country-pair varying explanatory variables (member-
ship in the same FTA, membership in the same currency union as well as dummies
to take account of trade creation and diversion effects of trade agreements)
det and dj; - exporter and importer time dummies

However, Baldwin and Taglioni (2006) suggest including pair dummies to re-
duce the omitted variables bias from unobserved pair-wise characteristics. Hence
our final equation includes de; — country-pair dummies and a time dummy instead
of exporter and importer-time dummies. The inclusion of these dummies precludes
the use of country-pair-specific variables such as distance between countries, con-
tingency, common language, colonial relationships, which are dropped from the
final equation.

The sample includes 100 countries with largest exports in 2004 over the period
of 1970-2008 (IMF DOTS). GDP data originates from IMF WEQ data base. Fur-
ther, following Ruiz and Vilarrubia (2007) we include dummies for the member-
ship of the following FTAs: EEC, US-Chile, US-Israel, NAFTA, CARICOM,
PATCRA, Mercosur, EFTA, CAN, CACM, CER, AFTA. In addition we include
the Agreements between the EEC and EFTA which occur between country and

CASE Network Reports No. 89 130



DEEP INTEGRATION WITH THE EU AND ITS IMPACT ON ENP COUNTRIES...

existing trading blocks in the form of hub- and-spoke relationships. Finally, we
include the agreements between the EEC and the Med countries with the following
dates following the Table 1: Algeria — 2005, Egypt - 2004, Israel -2000, Jordan -
2002, Lebanon — 2006, Morocco - 2000, Tunisia - 1998. In addition we also in-
clude the Agadir Agreement between Jordan, Egypt, Morocco and Tunisia, which
came into force in mid-2006 and PAFTA, which covers Egypt, United Arab Emir-
ates (UAE), Bahrain, Jordon, Tunisia, Saudi Arabia, Sudan, Syria, Irag, Oman,
Palestine, Qatar, Kuwait, Lebanon, Libya, Morocco, Yemen leading to the tariff
reductions for all industrial and agricultural products that started in 1998 and was
accomplished in 2005.

In addition we include three types of dummies for the Euro-Med, Agadir and
PAFTA agreements. The first dummy takes the value of one when trade takes
place between members of the FTA. The second dummy takes the value of one
when only the exporter is in an FTA to capture the trade diversion effect. Finally
the third dummy takes the value of one if only the importer is in the FTA, captur-
ing the possible trade creation effect of the FTA.

Estimation Results

Below we present a full set of results as in Table 13 of Chapter 4. The main re-
sults were already discussed in the Chapter 4. Here we note that the adoption of
Euro did not seem to have had an impact on trade flows between countries that
have adopted the currency. Other FTAs that have a positive impact on trade flows
between their members include: EEC/EU, NAFTA, Mercosur, EFTA, CAN and
bilateral FTAs with the EU and EFTA.

Appendix 3 Table 1. Full set of results as presented in Table 13 of chapter 4

Coefficient| t-stat | P>|t| |Coefficient| t-stat | P>|t|
Exporter’s GDP 0.555 93.55 0 0.556 93.53 0
Importers GDP 0.694 [116.09] O 0.694 [116.02] O
Both countries members of the

EEC/EU 0.297 |10.15 0 0.296 10.13 0
Both countries members of the
Euromed agreements

Only importer member of the
Euromed agreements

Only exporter member of the 0342 10.93 0
Euromed agreements

Egypt-EU FTA 0.747 5.88 0

-0.005 | -0.09 | 0.924

0.111 3.3 | 0.001
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Coefficient| t-stat | P>[t| |Coefficient| t-stat | P>|t]
Morocco-EU FTA -0.172 | -1.49 | 0.136
Jordan-EU FTA 0.108 0.87 | 0.386
Israel-EU FTA 0.139 125 | 0.21
Tunisia-EU FTA 0.282 2.38 | 0.017
Lebanon-EU FTA -0.503 | -3.52 0
Algeria-EU FTA -0.307 | -2.48 | 0.013
Imports of Egpyt from non-EU 0578 595 0
partners
Imports of Morocco from non- 0.071 094 | 0.348
EU partners
Imports of Jordan from non- 0.100 116 | 0.245
EU partners
Imports of Israel from non-EU 0.213 256 | 001
partners
Imports of Tunisia from non- -0.100 16 | 0109
EU partners
Imports of Lebanon from non- 0168 | -153 | 0.127
EU partners
Imports of Algeria from non- 0.305 367 0
EU partners
Exports of Egypt to non-EU 1.049 12.82 0
partners
Exports of Morocco to non-EU 0.171 264 | 0.008
partners
Exports of Jordan to non-EU
partners 0.372 5.03 0
Exports of Israel to non-EU 0.461 709 0
partners
Exports of Tunisia to non-EU 0.278 3.49 0
partners
Exports of Lebanon to non-EU 0.131 141 | 0.158
partners
Exports of Algeria to non-EU 0.176 198 | 0.048
partners
Both countries members of the | o35 | 13| 0895 | -0.263 |-0.98 | 0.327
Agadir agreement
Exports of Agadir countries to 0.420 8.09 0 0.280 4.87 0
non-members
Imports of Agadir countries 0079 | 146 | 0143 | 0022 | 0.38 | 0.704
from non-members
Both countries members of the
PAETA agreement 0.760 | 17.97 0 0.766 17.84 0
Exports of PAFTA countries to -0.084 a1 0 -0.092 431 0
non-members
;mports of PAFTA countries 0.084 433 0 0.089 44 0

rom non-members

US-Chile FTA 0.208 0.47 | 0.637 0.208 0.47 | 0.637
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Coefficient| t-stat | P>|t| |Coefficient| t-stat | P>|t|
US-Israel FTA 0.111 0.35 | 0.727 0.086 0.27 | 0.788
NAFTA 0.653 3.42 | 0.001 0.653 3.42 | 0.001
PATCRA 0.205 0.46 | 0.643 0.204 0.46 | 0.643
Mercosur 0.529 251 | 0.012 0.529 251 | 0.012
EFTA 0.658 9.83 0 0.661 9.86 0
CAN 0.423 3.16 | 0.002 0.422 3.16 | 0.002
CACM -0.509 | -1.72 | 0.085 -0.510 | -1.73 | 0.085
CER 0.082 0.26 | 0.793 0.082 0.26 | 0.794
AFTA 1.268 | 18.64 0 1.267 18.64 0
Other FTAs with EEC 0.335 8.05 0 0.342 7.9 0
Other FTAs with EFTA 0.294 75 0 0.281 6.36 0
EURO 0.049 0.97 | 0.332 0.049 0.97 | 0.333
Constant -2538 |-171.3] O -2.539 170.78 0
Number of observations 229946 229946
R-squared 0.4779 0.4779
Notes.

Dependent variable: log of bilateral exports.

US-Chile FTA — US and Chile from 2004.

US-Israel FTA — US and Israel from 1985.

NAFTA - US, Canada and Mexico from 1994.

PATCRA - Australia and Papua New Guinea (1997).

Mercosur — Argentina, Brazil, Paraguay and Uruguay (2001).

EFTA - Iceland (1970), Norway (1960), Switzerland (1960), UK (1960-73), Portugal
(1960-86), Austria (1960-95), Finland (1961-95), Denmark ("960-73), Sweden (1960-73).
CAN - Bolivia, Columbia, Ecuador, Peru - 1993 and Venezuela (1993-2006).

CACM - Costa Rica (1963-1969; 1991-), El Salvador (1960-1969; 1991-), Guatemala
(1960-1969; 1991-), and Honduras (1960-1969; 1991-), Nicaragua (1960-1969; 1991-).
AFTA- Brunei Darussalam (1992), Cambodia (1999), Indonesia (1992), Laos (1997),
Malaysia (1997), Myanmar (1997), Philippines (1992), Singapore (1992), Thailand (1992),
and Vietnam (1995).

Agreements with the EEC - Chile (2003), Croatia (2002), FYR Macedonia (2001), South
Africa (2001), Mexico (2000), Bulgaria (1994-2007), Faroe Islands (1997), Romania
(1993-2007), Turkey (1996), Switzerland (1973), and Iceland (1973).

Agreements with the EFTA - Tunisia (2005), Chile (2004), Singapore (2003), Jordan
(2002), Croatia (2002), Mexico (2001), Morocco (1999), Bulgaria (1993), Romania
(1993), Israel (1993), Turkey (1992), and the FYR of Macedonia (2001).
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Appendix 3 Table 2. Previous gravity studies on potential EU-Med and intra-Med trade flows

Sample and
Authors estimation Main findings Potential Trade Flows of EuroMed countries to the EU and within the region
technique
Algeria, Ma-
rocco, Tuni-
sia, Egypt,
Jordan  with TABLE VI
42 main trad- 7
ing  partners Trade close to poten- Estivarions 0F ACTUAL/POTENTIAL EXPORT RaTI08
over  1975- tial between the From\To Algeria Morocco Tunisia Egypt Jordan
- 2001 period . ° i

Péridy MENA countries due ; 0
Hausman- Algeria — 1.180 1.290 1.140 1.080

(20058)  Iqayior  ang |t the lack of trade) o, 0.880 £l 1080 1210 1130
Arelano- complementarity - and | g, 0.960 0.920 i 1.030 0.980
Bond-Bover, |1OW GDF levels. Egypt 0.880 0.630 0.790 = 0.620
potential Jordan 0.960 1.010 0.930 0.820 —
flows  esti-
mated using
out-of-sample
technique
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Sample and
Authors estimation Main findings Potential Trade Flows of EuroMed countries to the EU and within the region
technique
EUQOMed c_o:mtri(_as'; Table 6 : NNCs’ export potential to the EU (¥)
t:]a € pgtentlg W.Itl Actual exporis Export Pot. (1) | Export Pot. (2) | Export Pot. (3) | Export Pot. (4)
the EU Is substantial, to the EU-15 out-sample out-sample out-sample in-sample
65 EU15 however Israel seems million US$ (2003) WEI-1 (%) WEI-2 (%) No WEI (%) %
artners cov- to have reached its Russia 48038.3 14.2 11.7 4.7 7.5
pa 95% of potential trade levels. Belarus 957.2 50.1 50.9 455 40.6
eEr[IJng 270 O ey hort Pot. (1) and (2) Ukraine 3314,0 37.1 36.3 30.2 28,0
over '”l%%f;f assume EuroMed Moldova 265.8 61,0 62.6 57.9 43.6
. countries trade  as Israel 7269.1 -0.8 -0.9 -5.0 -26.2
_ 2003 period | T oC i they were Algeria 13483.2 244 236 18.1 8.2
Péridy Hausman- EU15 members. Ex- Morp;co 6153.5 17.6 17.3 12.1 -3,0
(2005b) Taylor model, t Pot. (3) is based Tunisia 6169.2 17.3 17.6 115 -7.6
potential por hOl (3) is base Syria 2631.4 28.3 292 26.4 45
flows  estj-|On the gravity equa- Egypt 2977.9 27.8 27.1 242 13.3
mated  using| Hon for non-EU coun-1- Ljordan 144.2 54.1 55.6 53.8 30.6
tries as  exporters. Lebanon 197.3 48.9 50.8 47.9 23.2
out-of-sample | _. ,
technigue Finally Export Pot. (4) Libya 10118.1 5,0 6.9 27 -24.6
q includes all countries Azerbaijan 980.4 60.8 62.2 59.3 46.1
in the gravity equa- Armenia 319.9 68.9 70.8 68.4 52.4
gravity eq
tion, thereby reducing Georgia 168.3 66.3 67.8 65.2 51.9
substantial Iy eXDOI't ) Difference between fitted and actual exports as a percentage of fitted exports.
potential.
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Sample and
Authors estimation Main findings Potential Trade Flows of EuroMed countries to the EU and within the region
technique
Table 2: Projected export and import annual growth rates (in %age).
PrUjEC(f‘i GDP&H capita France Germany Ttaly Spain UK EU
annual grow rates N -
CEEC 2003-07 E* M E M E M E M E M E M
Bulgaria 82 97 64 94 57 96 61 102 73 100 70 98 65
. . Estonia 5.8 72 51 68 45 70 49 76 60 715 57 12 52
EU _13 (no|Significant  potential Hungary’ 39 51 41 48 34 50 39 56 50 55 47 52 42
Belgium and |for the growth of ex-| | Lawia 6.8 82 56 79 50 81 54 87 66 85 63 83 58
Luxembourg) |ports and imports of| | Litwania 6.6 80 55 77 49 79 53 85 65 83 61 81 57
over 1995- | the EuroMed countries Poland. 32 44 37 41 31 43 35 49 47 47 43 45 39
2002 however projected ]i{ema_ma- 5 63 47 60 40 62 45 f,e 56 66 53 §,4 48
| . h sl d ¢ Slovenia® 41 54 42 50 36 52 40 58 51 57 48 34 43
Pane esti-| growth slow due to The Czech Republic’ 21 32 31 29 25 31 28 37 41 36 38 33 33
Ferragina mates  based | low grOWth rate§, Iac_k The Slovak Republic 38 50 40 47 34 49 38 55 50 54 47 51 42
Giovanne:[ti on random, |of production diversi- | [ vep11
Pastore "I between and|fication and slow/| | Algeria 41 54 42 50 36 52 40 58 51 57 48 54 43
(2005) Wlthln effects progress in reduc|ng Cyprus® 33 45 38 42 31 44 36 30 47 48 44 46 39
models,_po- barers to_tade. At| < N R S
ten_t'al flows |the projected growth Tsracl 1 2125 17 19 20 23 25 35 24 32 21 27
eSt_lmated rates, EuroMed COUN- | | Lebanon 0.7 17 24 14 17 16 22 22 33 21 30 18 25
-of- Malta® 6.6 80 55 77 4% 79 53 85 65 83 61 81 57
using out-of- |tries could reach their :
samp|e tech- potentia| levels of| | Morocco 15 26 28 23 22 25 26 31 38 29 34 27 30
nique - |trade with the EU i o A
unisia 2 o A h R B J B X = 2. .
about 40 years. Turkey 41 54 42 50 36 52 40 58 51 57 48 54 43

Noftes: ' Projected growth rates of exports; ° Projected growth rates

growth rates 1993-03, assuming zero population growth.

of imports; ° Based on average inc|

Source: Own elaboration on World Bank projected annual growth rates of per capita GDP.
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Sample and
Authors estimation Main findings Potential Trade Flows of EuroMed countries to the EU and within the region
technique
Table 11: Comparisons of Actual and Predicted Levels of Bilateral Trade Flows Aggregated in
Regions Under Different Modelling Assumptions and Trade Policy Scenarios Total Trade
In 1992 MENA were
underachievers in Region Year No. Obs. Actual Predicted
international  trade, @
especially with respect 5 Same as (5)
to the intra-MENA @ @) (2) but | Same as
Each pair of 0 € Intra- Oil and Same as ith EU £ but
. - |trade.  Intra-MENA OneFTA | (2)but | MMEU- ) (4) bu
countries In . 1) - . Med with
trade could increase and CU with [EN
Nuget and|world trade : Dumumi MENA | FTADbut | MENA
substantially as a re- ummies | MEN; 1o FTA as
Yosef over  1970- Included FTA : .
(2005) 1992 sult of an FTA among MENA well
Pan I reqres- MENA countries FTA
anel Tegres (column 3), and trade| | MENA 80 130 26,454 9576 21,347 9576 21,346
sions . — -
with the EU has also a 85 109 7007 9040 20,153 9040 20,154
strong growth poten- 90 120 6736 7623 16.694 7623 16.994
tial following a suc- 92 86 6337 9465 21.000 | 9465 | 21.100
cessful “conclusion  of EU 80 246 314,313 74143 77.400 172,550 | 172.550
an FTA (column 4). - b ? : . i
85 241 96,930 82780 86,512 192.865 | 192.865
90 234 75,777 97445 102,554 | 228.626 | 228.626
92 236 83.420 114136 120.156 | 267.867 | 267.867
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Authors

Sample and
estimation
technique

Main findings

Potential Trade Flows of EuroMed countries to the EU and within the region

Soderling
(2005)

90 countries,
covering 90%
of world trade
Radom ef-
fects Tobit
model, Haus-
man-Taylor
and fixed
effects, out-
of-sample
estimates and
panel with
country-pair
specific  ef-
fects

Most EuroMed coun-
tries’ exports surpass
model predictions.
Egypt, Marocco and
Jordan tend to under
export to large EU
countries.  Tunisia’s
exports exceed poten-
tial in all EU coun-
tries.

Table 2. Esttmated Trade Potentials (percent of GDP ualess ofherwise mdicated)

Al Egpt Jordmn Maraceo Syma Tnssia
Expart Export Export Export Expart Exgart
Comtry potetil Coutry potentia Coutry potential Country potential Coumtry potential Country potentia
2
Total exportpotental 216 i 35 43 13 38
Actulpredicted exports
Unvegited average 37 161 i 1030 2760 1674
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Sample and

Authors estimation Main findings Potential Trade Flows of EuroMed countries to the EU and within the region
technique

Figure 4: Export share potentials index
Top 100 ex-|The membership of
porters in|the EuroMed agree- Export Share Potential
2004 includ- | ment does not seem to (negative values: actual export share below predicted)
ing E_uroMed have a significant Algeria Eqypt Eeal
countries over | impact on trade. 0 ~
the period of|Most EuroMed coun- T Shoe——e e
1976-2005 tries (except Algeria, 2
Pooled OLS|Jordan and Lebanon) 8 TUGET \EETTT Libya
regression seem to trade with the IR
. and OLS|EU at or slightly E o — — =

5/?I|;rrubi21nd regression above the potential 3 0 —_'-;:j_h_ﬂ— —~ ~

(2007) with exporter, predicted by  the| 2 Morocco Syrian Arab Republic Tunisia
importer and|model. So  export 0 4
time dummies | growth could probably o T s ~ ———
and OLS |come from individual 0
regressions EU countries and the 1980 1990 2000 2010 1980 1990 2000 2010 1980 1990 2000 2010
with country- | US. Intra-EuroMed Ve
period dum-|trade is close to the o the EU o the US o Euromed
mies, in- | potential levels pre-
sample trade|dicted by the gravity Graphs by Exporter country
pOt_entlaI model. Note: These export share potentials are constructed using equation (13) and the results from our
estimates preferred specification with 100 countries and exporter-, importer-triennial dummies, from 1876 to 2005

(column 6 of table 4).
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Authors

Sample and
estimation
technique

Main findings

Potential Trade Flows of EuroMed countries to the EU and within the region

Table 5: Largest and smallest export share potentials by country

Difference between actual and predicted share of exports. Average 2000-2005
(in percentage of total exports)

Algeria

Egypt

Israel

Top 5 countries (actual trade share above that predicted by gravity model)

Italy 767
United States 7.36
Brazil 549
Canada 529
Turkey 3.45

Italy
Spain
Syria
India

Saudi Arabia

7.29
221
1.78
1.68

i.68

United States 6.15
Belgium 6.04
Hong Kong 3.10
Netherlands 1.53
Brazii i.iz2

Bottom 5 countries (actual trade share below that predicted by gravity model)

Morocco -1.28

Spain -1.30

United Kingdom -3.88

Germany -6.75

France -12.72
Jordan

France
Germany
United States
Israel

United Kingdom

Lebanon

-1.82
-2.46
-2.64
-5.92
-7.45

Turkey -0.38

Italy -1.01

Egypt -3.69

United Kingdom -4.14

Jordan -18.78
Libya

Top 5 countries (actual trade share above that predicted by gravity model)

Iraq 18.93
United States 12.10
India 914
Saudi Arabia 531

United Arab Emirates 317

United Arab Emirates
Switzerland

Saudi Arabia

Iraq

Kuwait

10.56
850
515
264
248

Spain 744
Germany 6.32
Turkey 579
Switzerland 239
Tunisia 141

Bottom 5 countries (actual trade share below that predicted by gravity model)

Turkey -0.57
Germany -1.67
Italy -1.78
United Kingdom -4.08
Israel -53.92

Italy
Germany
Syria

United States
France

-3.15
-4.20
-7.30
-8.19
-11.29

Japan -1.41
Belgium -2.05
Italy -3.35
Netherlands -3.38
United Kingdom -5.19
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Sample and
Authors estimation Main findings Potential Trade Flows of EuroMed countries to the EU and within the region

technique

Morocco Syria Tunisia

Top 5 countries (actual trade share above that predicted by gravity model)

France 6.15 Germany 9.02 France 11.26
United Kingdom 322 Italy 7.69 Libya 386
India 293 Saudi Arabia 3.01 Belgium 257
Brazil 1.51 Turkey 297 Germany 201
Singapore 1.12 United Arab Emirates 2.80 Italy 146

Bottom 5 countries (actual trade share below that predicted by gravity model)

Belgium -1.02 Japan -2.15 Japan -1.22
Algeria -1.58 Jordan 221 MNetherlands -1.45
Germany -2.09 France 541 Algenia -1.61
Portugal -2.63 Lebanon -7.41 United Kingdom -1.90
United States -12.35 United States -8.07 United States -10.41

Source: author's calculations based on OLS regression with 100 countries and exporter-, importer-
triennial dummies from 1976 to 2005 (column 6 of Table 4).
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