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RENEWAL OF FINANCIAL AID TO THE MAGHREB AND MASHREQ o o /
COUNTRIES AND ISRAEL MALTA AND CYPRUS o

>
‘ - © CO-OPERATION WITH THE MEDITERRANEAN COUNTRIES : R

1.  INTRODUCTION

-

l -141. The Commun1ty 1s L1nked to ten Med1terranean countries by agreements the
_aim of wh1ch is to promote the econom1c and soc1aL development of the

partner countr1es and to strengthen the1r relations with the Communwty.

The countries in question are the Maghreb countries (Atgeria, Moroc¢co
and Tun1s1a), the Mashreq countries (Egypt, Jordan, Lebanon and Syria),

o ~ the State of Israel, Malta and Cyprus.

The cooperation aSpect-ot the Community's'reLetions with Turkey and Yugoslavia
has recently been -the subject’ of speciaLfagreements} ReLations'wifh’Torkey were ,
defined by the Association Council decision of 30 June. The Cooperation,Agreement r,?
with Yugoslavia was signed in Belgrade on 2 April and is now being ratified. No '
provision is made in it for aid to finance cooperation. In order to aohieve the .
~objecti§es of this agreement, therefore, a study'shouLd/be made of possibLe

ways of financing certain cooperation measures provided for in the Agreement.

; 1.8 The agreements referred to in this document are of unspecified duration.

However, the arrangements for techn1caL and financial co~operation are

laid down in spec1aL protocoLs of f1xed durat1on, which Lay down the amount’

and terms of the financial aid that may be comm1tted over a specified

period, expiring, in most.cases, on 31 October 1981.

The total volume of aid for the countries in question amounts to 745 million
European Units of Account (1), made up in'varying proportions according to
the country (see annex) of loans from the European Investmentlaank, and of

Loans on special terms and grants financed from the Community bUdget.

1.3, The purpose of this communication is to establish the guidetines which the
' Community should follow .in f1x1ng the amount and terms of its financial aid

to the ten partner countr1es for a further period and to formulate appropr1-

; ; ate negotiating d1rect1ves for the Commwss1on. It does not, however, at

F | this stage attempt to answer the po1nts of concern be1ng expressed in the

countries 1nvoLved with regard to the trend of their terms of trade with the

Community or the possible repercussions of the Community's enlargement

southwards. o | ‘ |
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Th1s amount 1ncLudes the eXCept1onaL aid of 20 m1LL1on EUA prov1ded to Lebanon
by the £IB in 1977. B
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These questwons vaL be” deatt with-at the appropriate time in a separate ‘ 4" ;
Comm1ss1on commun1cat1on foLLow1ng up the commun1cat1on of March (COM (80)
‘“ss f1nat).\ | 5

1;%, In dec1d1ng to gvve f1nanc1aL support to the Med1terranean countrwes, the
‘Communwty has shown 1ts ‘willingness to deepen ex1st1ng retat1ons with those .
countr1es, thereby add1ng a new dimension to relations h1therto based on
'$1mpLe commercial arrangements. Ther permanent nature of the agreements‘
" (i.e. the fact that they are of unl1m1ted durat1on)1s a reftect1on of that

o o w1LL1ngness.

In this Way, the Community has. confirmed its determination ta conduct an

active Med1terranean policy - a determ1nat1on it has demonstrated on many
other occas1ons, for exampLe in the Euro-Arab Dialogue, in the formuLat1on : “tp;
of the'overall approach”, ‘with regard to ‘the southward enLargement, and o

*'through the conctus1on of the co—operatlon agreement w1th Yugostav1a.- = o

1.5. W1th1n the: agreements, the trade arrangements, the prov1s1ons reLat1ng to S
econom1c, financial and ‘technical co—operat1on and those govern1ng the ‘
. institutions form an 1nd1ssoLubLe whole w1th1n which each eLement is neces-'!r

sary for the overall balance.

“", - 'Th1s economic, f1nanc1aL and techn1cat co—operat1on has many pos1t1ve ad-

[. 'vantages for the pamner countr1es :

-.it is intended to contribute to'the mobilisation of other official 'external
assistance, notably for the co-financing of major development projects.
The redent meeting in Brussets between the Commission and the ten_ Arab

funds and banks offers encourag1ng prospects in this matter ; ~
" < S B

- 1t offers an appropr1ate framework for fruitful transfers of knowhow to

" the benef1t of the partner countries ;

- lastly, f1nanc1aL a1d, which is - the medium of this co-operation, 1nvoLves T

L - except in the casé of IsraeL - a qu1te cons1derable grant eLement. ’

- _ These advantages have.not‘excaped the attention of the partner countries who
have expressed on various occasions - notably'at meetings of the co-operatipn
‘bodies - thewr desire to see this economwc, fwnanc1aL and technwcaL co-oper-

at1on ma1nta1ned and devetoped. R i ‘ o &
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2.2.‘

2.\3.

TIMETABLE

———— 5 ; \, .

In most of the financial protocols, it is stipulated that the Community aid
may be commwtted over a period exp1r1ng on 31 October 1981 and that -any

rema1n1ng funds not committed by that date w1LL be used unt1L they are

“ exhausted on the bas1s of the same conditiofls as prev1ousLy.

In the light of ‘the financing decisions atready adopted and the volume of

«projects at an advanced stage of preparation, a substantial proportion of

the funds available, poss1bLy even the totaL amount can be expected to be

committed by 31 October 1981. The main reason for the delays recorded is

the short perfod during which the protocoLs have actuaLLy been in application

given the amount of time taken by the Member States of the Commun1ty to

rat1fy the agreements - which is in no way the fault of the partner countr1es.'

on the other hand, the considerable pace of comm1tments'1n 1979 and 1980"

shows that the absorptive capacity is sufficient to enable any outstanding

- amounts to be taken up and -at the same time to guarantee that any future

aLLocat1on is used at a normaL rate.

~In any event, the Commission feels that everything'shoutd be done to try'to~

avoid any hiatus between 31 OCtober’1981 and the date on which a further

inStaLment“of COmmunityjaid will become available. , "

It seems appropr1ate to discuss the amount of Commun1ty aid for a per1od of

approx1mateLy f1ve years exp1r1ng on 31 October 1986.

AMOUNT AND“GEOGRAPHIﬁAL,DISTRIBUTION OF THE FINANCIAL AID

The trend of the*Community‘s economic and budget situation makes it difficult

to-envisage an increase in Community financial aid beyond what is necessary

to maintain the level in real terms. However, an updating of the amount of -

budget aid in order to compensate for the increase in the costs of “implement-

‘wng development programmes -'and in line with the method used in the negoti-
-at1ons for the. second. Lomé Convent1on = certainly represents the minimum

" _that is reasonable if Community actwon in this sphere is to remain credible. .

The/COmmission feels that it would be premature and dangerous at this stage

to formutate quantified proposéLs or even to propose a precise‘caLcuLation

S




B method for this updatlng exerC1se.' It reserves the right to do this at a | "QF,
: Later stage, “and with the utmost d1scret1on, when the dlSCUSS10n it proposes ’ _1".
f ; . ‘to initiate on the ba51s of this commun1cat10n produces the generaL crwterwa

for the amount and terms of the Community a1d

-3.2. The amount and grant eLement of ghe a1d to be aLLocated to the various
recipient countr1es wwLL be established at a Later stage, partwcutar

account being taken of the foLLowwng B L S

,- the overaLL amOunt of funds ava1LabLe, compr1s1ng both budgetary resources

aand EIB Loans (as provided for by the Bank's Board of Directors)

~ the trend of the economi¢ and financial swtuat1on in each country HE

= the desirability of correcting certain anomalies or certain temporary

features of the initial allocation.

Overall, the Community should, however, make an effort to maintain as far

as possible the average grant element of its financial support.

4. AREAS OF USE AND,TERMS OF COMMUNITY'AID

4.1. It should be remembered that each form of fwnanc1ng - EIB loans, Loans on .
special terms and -grants = has certain categories of development pro;ect or
operat1on for wh1ch it is ideally su1ted, and this is not w1thout 1mportance
for the compos1twon of Commun1ty a1d. ‘ . , ' / S .

4.2. Budget funds, pr1nc1paLLy in grant form,‘are part1cuLarLy suited for the
financing of operations where prof1tab1L1ty is d1ff1cuLt to estawash and
involves a Long time span and where, in addition, the’ Community contribution .

takes the specwfuc form of a transfer of knowhow. This category includes :

L - ~a) scientific, commercial and industrial co-operation and co—operation in
|

the f1etds of energy (partucuLarLy applied research into renewable sources

been tried out with success under the present agreements ;

b) the strengthening of the institutions that are responsible for fram1ng

k A of energy), information and the env1ronment, in the forms that have already
|
' and applying the overall and sectoral development policies ;

'./..‘..@
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6) tho creutiun of a notional aapaa1ty for the preparat1on and 1mpLement—v

at1on of ma)or deveLopment projects and dwrect assistance twards the

preparation of such projects. - Exper1ence has shown that this form of

action can be vaLuabLe in mob1L151ng 1nternat10na[ aid-(catalyst effect).

In this type of project, training and.technicai assistance operatijons

have to pLayva particutartytimportant‘rbLe. ' . .

4.3, w1thout negtect1ng more trad1t1onal types of actwon, the recipient countr1es‘
are showing an increasing 1nterest in this type of co= operat1on with a . ‘
partner, which, because of its high LeveL of technotogwcaL and scientific ‘
,deveLopment, is in a positwon to make a specific high-quality contribution

4n these fields.

* . Since loans on special terms and grénts are the forms of financing that are
best suited for supporting these bperations, there is a threshgtd relating
© to the avaiLabiLity of funds of bddget origin.~ admittedly varying from
country to country = below whnch one cannot go wvthout compromnswng the
forms of co-operation with the greatest promise for the future. Proof of
B this can be seen in the EEC-Israel co-operation agreement in which-it has
not been'possibte‘tO'expLoit certain possibilities because of a lack of"

budget resources. .

= 4.4. In addition, a proportion of the grants and loans on special terms will have

to be used, as is presently the case, to make possible the ph?vision of loans~
from the European Investment Bank, either by means of interest rate subsidies °
(grants), or as a component of m1xed financing operat1ons (loans ‘on spec1aL 7

terms)

The foreseeable increasébin EIB support shdutd thereforé Log{caLLy be re-
fLeéted in an increase in the funds of budget origin that are requiréd to:
"soften' directly or indirectly. the terms of‘fhe Ldéns made évaftable by‘the
Bank for the 1mpLementat1on of product1on projects and pro;ects to improve

the economic 1nfrastructure.

5. IlV)(PLE‘MENTAAT/ION‘OF ‘FINANCIAL AND TECHNICAL CO-OPERATION

. In the present situation, the protocoLs.reLéting to ?inanciaL and technical
7 3 co-operation make no mention, with regard to the funds administered by the

Commission, of .any provision setting out the arrangements under which the

v . . - - ) ; » -/..--;-‘




f1nanc1aL and techn1cal co—operat1on is to be 1mpLemented ; in particular,

"noth1ng is spec1f1ed with regard to competition and the roLe of the var1ous

' 1mpLement1ng organs (natlonaL author1s1ng officer, Comm1ss1on delegate,

,’conctuded,w1th partnerﬁcountr1es.

paying agent). Th1s legal vacuum has Led the Commission to incorporate

“approprvate provus1ons in the general clauses of the f1nanc1ng agreements

LI

Such a s1tuatwon is hardLy satisfactory. It means that the rec1p1ent Vo

"‘States can take the opportunxty of the swgn1ng of each f1nanc1ng agreement

to catt 1nto question any part of the generaL clauses that they m1ght feel

no longer suits them. This could be the case, for exampLe with regard to

‘the. prec1se framework Laid down in the generaL cLauses with regard to

,‘posswbte except1ons from the rules of compet1t1on, or the roLe of the Com-

" mission deLegate,1n those countries where the Commission is represented, in

6-

”dura‘non of the protocoL.‘ That is why the Commssmn will propose 1ntrod— ¢

.foLLow1ng up the f1nanC1aL and technicatl aspects of pro;ects.ralt is there-

fore in the interests of the Communwty, which cannot but be nnvoLved in the

arrangements under which pro;ects .are 1mptemented, to see the appropriate

r‘prov1s1ons -take on a contractuat nature -that is appL1cabLe for the whoLe

oy

‘uc1ng in an annex to the ‘protocols on fwnanc1aL and techn1caL co- operat1on

prov1smons governing, at the: Level of generaL pr1nc1ples, the execut1on of

such,eo-operat1on.

SUMMARY AND CONCLUSIONS '

“In conclusion, the Commission considers that :

- provisions must be adopted to ensure the renewal of the~community'5'
f1nanc1at aid without any ma]or h1atus foLLowwng the expiry dates wr1tten
into the agreements, which means that the Commission must rece1ve negotw-.

3t1ng dwrect1ves before the end of this year ;

'f,the totaL amount wr1tten 1nto the agreements in force must be updated

this be1ng Just1f1ed by the 1ncrease in cost of goods and serV1ces since

\the\txme when the volume of fwnancnal a1d was f1rst established ;

- the aLLocat1on of the totaL amount among the countries and the grant
element in the. Communtty a1d must be re—exam1ned for each comntry 1n the

Light of its economic situation ;




I
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*

- the new amount of aid must 1nclude a suff1c1ent proport1on of budget
funds, wh1ch are essent1al for the functwon1ng of the co~operat1on prov1ded'
- for in the agreements and for the prov1s1on of the EIB support As a

general rule, it will be necessary to ma1nta1n as far as poss1bLe an

average grant element cLose to the current LeveL

- The Commission proposes fo presént .to thé CounciL, at the appropriafe time
“and in the. appropr1ate forms, a suppLementary communvcat1on concerning the

. amount and terms, of the f1nanc1at support to be prov1ded for each of the

N I countries concerned.
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