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of employs, leads the workers to choose to get early pension 

and salary cutbacks 

 

3.1.3. The importance of external debt 

 

With the exception of Israel, backed by a strong loan granted 

to him by the United States guarantee, the economies of SMC 

are weakened by the importance of the external debt. In 

2012, it represents 76.4% of GDP in Egypt, 58% in 

Morocco, 66.8% in Jordan and 47% in Tunisia. Israel's 

external debt accounts for 73.5% of GDP, but given the 

country's claims, net debt represents a smaller percentage of 

GDP. The IMF together with the World Bank ranked Algeria 

under the least indebted of the 20 countries in Middle East 

and north Africa countries for the year 2012, in a special 

report on the economic outlook for the MENA. Indeed, the 

Fund indicates that the gross external debt of Algeria only 

represent 2.4% of gross domestic product in 2012 and will 

continue at the same rate in 2013 against 2.8% in 2011. 

 

3.1.4. Deepening of structural reforms butts everywhere on 

power resistors 

 

All these countries must now commit in the second part of 

structural reforms to stimulate supply by reducing barriers to 

development. This is essentially the opening of the economy 

to internal and external competition should encourage the 

removal of these obstacles. But each of these countries 

encounters difficulties in reaching this step. Indeed, the 

macro economic adjustment of the first phase has focused 

efforts on the entire population (lower subsidies on 

commodities, slowing wage and job creation in the public 

service, introduction of Value Added Tax, reduced public 

investment in the social sectors, etc.). Conversely, the phase 

began, which requires a real opening of the productive 

competition, reached the high interests of society directly. 

These are annuities immune protection of all kinds (political, 

monopoly, customs, etc.) that are threatened: loss of public 

monopolies in the context of privatization, loss of border 

protection in the context of customs barriers, but as loss of 

tax exemptions of all kinds. Socio-economic rigidities are 

there at work, hindering the progress of reforms. 

 

3.2 The Opening Degree 

 

Mediterranean trades are multiple in natures, commercial, but 

also human and financial. Aid flows to weave SMC also 

close links with Europe, but also with the United States and 

the Gulf countries. In commercial matters, one of the 

characteristics common to all SMC is the relatively high 

degree of openness
14 

of their economies. 

 

In the Mediterranean countries, it is the least populous 

countries like Jordan (116.82%) and Tunisia (104.98%) are 

the most open. Conversely, the most populous, such as Egypt 

and Algeria, have a lower opening degree (47.48% and 

52.33). 

 

 
14

 The degree of openness is measured by the average of the 

share of imports and that ofexports in GDP. 

3.3  The Level of Protection 

 

Under the bilateral Association Agreements between the EU 

and the SMC, all manufactured products from SMC now 

have access to the EU market free of customs duties. 

Conversely, SMC has established a process of gradual 

dismantling their tariffs which spreads averaged over a dozen 

years
15

. 

 

We can distinguish a group of countries that still have high 

industrial tariffs (Algeria, Morocco, and Tunisia), countries 

with low customs duties (Israel, Lebanon, Turkey) and 

intermediate countries. 

 

In addition, compared to countries in Latin America and in 

Asia, the SMC still have high tariff protection: so the average 

tariffs in the industry, weighted by trade, is 15% for all SMC, 

against 9.4% in South-East Asia and 10.6% in Latin 

America. 

 

This opening is nevertheless accompanied by a level of 

protection which remains high despite the onset of 

liberalization initiated in the eighties. The average tariff 

protection is 23% to 34% in Morocco to Egypt. These rates 

are significantly higher than those of Argentina (12%), 

Mexico (13%) and South Korea (10%), Malaysia (14%). 

 

3.4 Trade exchange are doubly asymmetric 

 

By volume, the EU-15 achieves 7% of its exports and 

imports with the SMC while the EU-15 is about 34% of 

exports and 42% of imports of SMCs. This difference in 

relative importance of each area relative to the other can be 

explained by the economic weight of the EU, and therefore 

its greatest attractiveness, as well as a significant gap in terms 

of development. Engaging in trade with the EU is further 

differentiated by country. Thus, the Maghreb countries share 

widely with the EU while the Mashreq countries have 

increased their trade relations with the United States. In 

addition, trade with Europe is not very dynamic: between 

1995 and 2006, the share of SMC in trade in the EU-15 

remained almost stable at around 7%. Comparatively, in 

2003, on the eve of their entry into the EU, the share of new 

EU Member States amounted to 15%. Finally, the trade 

remains unbalanced. The commercial position of SMC has 

continued to deteriorate significantly, the trade deficit 

excluding oil products SMC with the EU-15 passes from 15.6 

billion in beginning of the decade ninety more than $ 32 

billion in 2004. 

 

Trade relations between the EU and the SMC grow by a 

North-South classic model. Despite an improvement of 

technological level of their exports, SMC especially exports 

natural products or manufactured goods that use intensive 

and low-skilled labor as well as low-tech; product 

diversification (apprehended through intra-industry trade) 

gradually increases. By comparison, a regional intra-branches 

 
15

This scheme replaces the previous device which was based 

on a system of trade preferences guaranteeing SMC access to 

the EU market without compensation in terms of reduction of 

customs duties for imported European goods. 
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productive system has formed, especially in the automotive, 

electrical appliances, computers or telecommunications 

industry, the source of dynamism economic integration of the 

region. 

 

4.  Hypothesis of Convergence 
 

In this section, we look at the process of real convergence 

between the Western countries of the northern shore of the 

Mediterranean and the SMC. 

 

The level of GDP per capita is an indicator of production and 

thus there is a way to measure and compare the degree of 

economic development of different countries. Hypothesis 

testing of convergence adopted in this section will 

specifically focus on the persistence of deviations of GDP 

per capita. An initial examination shows that the level of 

average per capita GDP in the SMC is currently reduced by 

less than half of the North. 
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Figure 1: Disparities in GDP per capita between the North 

and SMC in 2012 

 

In the previous figure was expressed per capita GDP of each 

SMC as a percentage of average per capita GDP of the EU. 

Calculation results show that the differences are large. In 

2012, GDP per capita was 98% of the EU15 average in the 

case of Israel of 16% of the average EU-15 for Morocco. 

However, Figure 1 shows the situation of disparity at a 

specific time. So it would be interesting than this static 

analysis can have a dynamic perspective. Should thus 

calculate the time required for these countries to catch up 

with the average per capita GDP of EU. 

 

To make some assumptions about growth prospects 

compared to GDP and the populations of these countries are 

needed. Assume that the population remains constant in all 

countries so that the growth of GDP per capita is determined 

only by the growth of total GDP in each country. 

 

As regards growth prospects compared countries of SMC and 

EU, we consider two alternative scenarios. The first scenario 

is to assume a constant growth rate of 4% per year for the 

GDP of the SMC (gS = 3%) and zero growth for the EU (gN 

= 0%). Such a scenario can be considered as a framework to 

assess the time required for the countries of SMC to reach the 

average standard of living in the EU15 in 2004. The second 

scenario is to assume constant growth rate of 1% per year in 

EU (gN = 1%) and a constant rate of 4% per year in the SMC 

(gS = 5%). 

 

These scenarios posed, it is possible to calculate the time 

required for each of the SMC to achieve the level of GDP per 

capita of EU from 2012, that is to say the period of real 

convergence process. The results of these calculations are 

presented in Figure 2. 

 

 
Fig.2 Time needed to achieve the average GDP of the EU 

from 2012 (years) 

 

It is noted that the process of real convergence can be a very 

long process. The periods in question could range from more 

than 64 years in the case of Morocco in the case of the less 

favorable growth compare to 2 years for Israel in the most 

favorable hypothesis. Prospects of real convergence and 

appear much longer to Egypt, Jordan or Morocco or Tunisia 

for example Israel. 

 

In addition, it should be noted that these delays were 

calculated under the assumption of a constant optimistic pace 

of relatively strong growth throughout the period of catch-up. 

This could mean that the actual time could be longer still. 

 

5. Economic Development: North-South 

Disparities 
5.1.  Macroeconomic overview 

 

SMC has made steady progress in macroeconomic 

management. The majority of SMC have significantly 

reduced their budget deficits. Thus, with the exception of 

Algeria (which is distinguished by a high budget surplus, 

corresponding to 11.9% of GDP in 2006 due to oil revenues), 

the average deficit for the region was 6.3 % of GDP in 2006, 

against 15.3 in 1995. 

 

Meanwhile, due to vigilant monetary policies, the level of 

inflation fell from over 41% to 7% in 2006, GDP-weighted 

average. This evolution of inflation is in a context of greater 

central bank independence SMC. However, it should be 

noted that the level of central bank independence remained in 

SMC nearest registered in developing countries than in 

emerging countries level. 

 

5.2. North-South convergence not obtained 

 

Despite this progress, the SMC are failed to drive sufficient 

momentum to initiate a convergence with the EU and are out 

of the category of middle-middle income countries. 

Economic growth stood at around 6% between 1995 and 
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2006. It is therefore insufficient remained to significantly 

improve the standard of living of the population. The average 

GDP per capita in the SMC remains more than 5 times lower 

than the EU-27 although widened during this period, to 

middle-income countries. Overall, GDP per capita remained 

stable compared to countries in the euro area since 1995. 

Other indicators of development, such as the Human 

Development Index (HDI)
16

 calculated by the United 

Nations, also show a weak overall performance. 

 

We can nevertheless note a strong heterogeneity of results 

between different SMC. Thus, the HDI of Israel stood at a 

high level comparable to that of the EU-27, while the six 

SMC level is within the second half of world rankings. 

 

Table 2. Rows of human SMC development, business 

climate and transparency 

 
HUMAN 

DEVELOPMENT 

BUSINESS 

CLIMATE 
TRANSPARENCY 

ISRAEL 23 29 30 

JORDAN 86 80 53 

TUNISIA 87 88 61 

ALGERIA 102 125 99 

EGYPTE 111 126 105 

MOROCCO 123 129 72 

AVERAGE 

SMC 
88,66 96,16 70 

AVERAGE EU-

27 
26 34 31 

Sources: ONU, PNUD (2004), World Bank report, Doing 

Business (2007), and International Transparency (2007). 

 

5.3.  Challenges for the Euro-Mediterranean economic 

integration 

 

The main difficulties encountered in achieving the business 

objectives of Barcelona take to the dilution of agreements 

between the EU and the SMCs and the marginal changes in 

South-South trade. More generally, the mixed results of the 

Euro med partnership in terms of growth is explained by the 

slow structural adjustment of MPC economies as well as the 

weakness of productive investments. 

 

5.3.1. Proliferation of free trade agreements 

 

The EU has extended its free trade agreements, which 

lessened the impact of those established with the SMC. 

Meanwhile, the SMC contracted agreements with the United 

States with civil aid, sometimes supplemented important 

military aid (Israel, Egypt), and up to significant amounts. 

The United States were to sign free trade agreements with 

Israel (1985) and Jordan (2000). 

 

The signing of such an agreement with Morocco in 2004 is a 

milestone in the creation of an area much larger free trade 

(Middle East Free Trade Area). In addition, the emergence of 

large Asian countries like India and China has shifted the 

 
16

The HDI measures the human development and thereby to 

evaluate the average progress of a country according to three 

criteria: life expectancy, education and literacy, and standard 

of living. 

center of gravity of European trade at the expense of SMC. 

The entry of China into the WTO and competition from 

India, accompanied, since 1 January 2005, the abolition of 

the Agreement on Textiles and Clothing, which followed the 

MFA facing industries and especially Morocco Tunisia. 

 

5.3.2. Weakness of the South-South integration 

 

SMC know, between them, a relatively low regional 

integration yet. Intra-regional trade remains around 8% of 

total trade in PPM, one of the lowest for an economic unit of 

this size figures (intra-regional trade accounts for 25-30% of 

total trade in the countries of ASEAN and MERCOSUR) and 

is particularly concentrated in the hydrocarbon sector. In fact, 

most commercial agreements between the MPCs have hardly 

materialized due to political differences (fragmentation of the 

Arab world, Israel-Palestine and Western Sahara conflict). 

 

Different economic and institutional reasons are put forward 

to explain this limited integration between SMC: the strong 

similarity of the structures of production and export, the 

virtual absence of harmonization of regulatory frameworks in 

commercial matters, restrictions on the conversion of their 

respective currencies, the persistence of non-tariff and tariff 

barriers and lack of regional infrastructure, especially 

transportation. 

 

Various studies
17

 confirm that, beyond the area of free trade, 

the success of the integration process depends, inter alia, the 

ability of SMC to ensure:  

 

-A reconversion of the productive apparatus parallel to the 

opening up to competition, involving the effective 

implementation of structural and institutional reforms and 

improving the business climate;  

- An increase in domestic and foreign productive investment. 

 

5.3.3. Insufficient structural reforms and business climate 

 

Overall, the pace of structural adjustment in the SMC was 

significantly slower than in other regions (markets for goods, 

labor and capital weakly competitive dynamics of insufficient 

demand, difficulty of governments to control and reduce 

economy and informal employment). 

 

In many SMC, a corporate governance generally hostile to 

the opening of capital, lack of collateral (the property rights, 

the security of transactions, market transparency on the 

quality of goods and services on the suppression of the abuse 

of social welfare or unfair competition) constitute obstacles 

to the productive sector, innovation and risk-taking industry, 

pushing companies to follow a logical SMC’ annuity. 

 

The persistence of regional conflicts in the PPM also weighs, 

of course, on the prospects for development, and particularly 

on the behavior of investors. 

 

5.3.4. Low level of domestic and foreign investment 

 

 
17 See Kebabdjian 1995; Cogneau and Tapinos 1995; Top, 

Devlin and Safadi, 2001. 
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In this context, since 1995, investment rates have remained 

stable or even degraded, reduced public sector investment in 

SMC in conjunction with the marketization of the economy 

has not been offset by an increase of the private business 

investment. 

 

Regarding foreign investment, PPM received in the early 

2010s, three to four times less foreign direct investment 

(FDI) than other comparable emerging economic 

fundamentals. These flows were also lower than those 

received by the CEEC. Most FDI in the region was limited to 

the energy sector or privatization and concession of public 

assets: they did so little in the modernization of the industrial 

sector as a whole. In addition, the weakness of the economic 

integration between PPM accentuates the core-periphery
18

 

encouraging businesses to locate in Europe rather than in the 

MPC to have access to the entire Euro-Mediterranean 

regional market. 

 

Certainly, among the regions neighboring the EU, PPM 

remain the main recipients of financial flows of migrants. 

However, these funds are intended primarily for consumption 

(education, health, housing) and only a small portion is 

directed towards productive investments.  

 

5.3.5. Low technology transfers 

 

Free trade does not always favor the convergence of incomes 

in developed countries and developing countries. In fact, 

according to recent studies, the impact of outward absolutely 

depends on initial allocations of economies and the 

importance of international technology transfers. 

 

The southern region is also plagued by a lack of 

infrastructure, a poorly-educated workforce and high 

unemployment. International and internal migration, 

terrorism, money laundering, organized crime, environmental 

degradation and human trafficking are but a few of the 

problems of the region. 

 

These impediments to the region’s security and economic 

growth can neither be confronted independently nor be 

viewed in isolation from one another. 

 

6. Conclusion  
 

The research on convergence has established new stylized 

facts regarding cross-country growth regularities. It has 

brought to fore the existence of large technological and 

institutional differences across countries and has given rise to 

new methodologies for quantifying and analyzing these 

differences. This is providing a new information base for 

analysis of technological and institutional diffusion and for 

 
18

 Trade agreements are called type "center-periphery", when 

given region (center) runs a number of bilateral trade 

agreements with other countries or regions (periphery), tariff 

barriers between them remain unchanged. This type of 

agreement generates, all things being equal, a higher relative 

demand businesses in the center region, which encourages 

companies to come locating (see Puga and Venables, 1997). 

further development of growth theory in general. NC 

approach underline the existence of convergence, generally 

of the conditional type, while critical approach point out a 

marked trend to awards polarization or to an evident 

heterogeneity of behaviors by regions, where convergence 

and divergence are present. 

 

In macroeconomic terms, the Mediterranean region is 

characterized by a major fracture that divides the north from 

the south. Globalization has not bypassed the south of the 

Mediterranean but its impact is thwarted by an over 

dependency on Europe and slow integration. The major gap 

identified in terms of north–south divergence is the 

difference in GDP. 

 

The Mediterranean basin is naturally, politically and 

strategically linked to the rest of Europe. In this respect, 

interregional cooperation in Euro-Mediterranean perspective 

could be instrumental in enhancing economic cooperation 

and integration in the Mediterranean. Sector-based 

cooperation and integration, however, provides an 

opportunity to strengthen the economic governance of the 

entire region. all that Despite , Convergence still has many 

challenges to fight against poverty and to create a sustainable 

society. As all success stories countries and leaders etc, have 

been succeeding. It’s all been up to innovation and hard 

working that's what convergence needs today in both 

developed and developing countries. It’s about the innovative 

convergences to reduce poverty and inequalities. Today more 

than ever, the traditional boundaries between politics, 

culture, technology, finance, national security and ecology 

are disappearing. You often cannot explain one without 

referring to the others, and you cannot explain the whole 

without reference to them all.  
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