Brussels, 16 June 2005. 

EU-MED Agpol Liberalization Scenarios

Principal decisions

The overall purpose of this meeting was to obtain input from EU Commission staff on the liberalization scenarios that will be used in the EU-MED Agpol project.  These scenarios will be used in both the modeling exercises and the gathering of expert opinion (Delphi).  The scenarios are of necessity complex because of the complexity of protection of fruits and vegetables.   But for our analysis, we must arrive at some simplifications for the modeling and Delphi analysis.  The quantitative models to be used are more aggregated than the raw product data to be used for defining scenarios.  Also, the scenario definitions must be easily understood by participants in our Delphi analysis.


The scenarios will be a combination of assumptions regarding multilateral (WTO) liberalization and EU-Med bi-lateral liberalization.  We envision four scenarios:

· S0 – the base scenario, which includes all the changes that have been agreed but not necessarily fully implemented, such as the 2003 CAP reforms

· S1 – partial EI-Med liberalization (to be defined)

· S2 – S1 plus WTO liberalization (to be defined)

· S3 – full EU-Med liberalization plus WTO liberalization

Current EU protection


The EU-Med project WP3 includes a comprehensive description and analysis of current EU protection for fruits and vegetables.  Emmanuelle Chevassus presented a selective summary of current protection and analysis of some of its implications for future negotiations and changes.  WP3 results will be the starting point for our work on scenario definitions (WP4).

In the AVE calculation, Tomas Garcia Azcarate suggested that it would be better to calculate the AVE on the current entry price. He mentioned that the entry price works as a psychological barrier. The effective import price may be lightly below the import price. He can provide more information on tomatoe imports from Morocco

WTO liberalization


In the WTO agricultural negations, there are three main areas:  export subsidies, market access, and domestic support.  It appears that an agreement on eliminating export subsidies is close, so we will include a best guess on the final form that agreement might take including disciplines on export credits and other related items.  Domestic support is important but not really a part of our project, so it will not be considered in our scenario definitions.  However, we will use the CAPRI model to estimate changes in EU budget costs related to the liberalization outcomes.


It is the market access pillar that is the focus of our analysis and consequently the definition of the WTO scenario.  The World Bank has completed a comprehensive study of the impacts of Doha round multilateral trade liberalization.  As part of that study, they defined 14 possible Doha outcomes.  The two major issues in the scenario definitions were the method of cutting tariffs and handling of special and sensitive products.  Each of the outcomes is some combination of a tiered, Swiss formula, or proportional cut approach to tariff reduction.  That is, the scenarios represent different approaches to cutting higher tariffs more than lower tariffs.  They also involve different cut requirements for developed and developing countries.  The other dimension is handling of sensitive products.  The scenarios involved either no sensitive products, 2 or 5 percent of tariff lines, or 2 or 5 percent of import value.  Participants were provided with tables from the World Bank report giving the scenario definitions and the resulting aggregate tariff cuts from each scenario by region or country.


The essential points on the outcome of the discussions are as follows:

· We will pick a scenario that uses a formula close to the Harbinson proposal, but with some provision for sensitive products.  Since there is no such scenario among the 14, we will pick the one that comes closest to what the outcome would be of such a scenario.

· Once we choose the scenario, we will determine the list of sensitive products that result from the criteria used by CEPII, who did the original work on the scenarios.  That list will be submitted to EC staff, who will provide their reaction and suggestions for change to the list.

· We will attempt to coordinate the scenario definitions with the EUMERCOPOL project.  Both Univ. of Bonn and CEPII are partners in that project.  Hopefully, that will facilitate gaining CEPII cooperation in producing the raw data that comes out of the scenarios and perhaps aggregating it to the levels needed in our analysis.

· While we will do all the above preliminary work over the next few months, unless it holds up other project activities, we will hold off finalizing the WTO scenarios until the outcome of the December 2005 ministerial meeting is known.

EU-Med Scenario Definitions (WP4)


Florence Jacquet presented three approaches to EU-Med liberalization:

· Converting all protection to ad valorem equivalents (AVE), and agreeing on some formula reduction in these levels

· Using an ad hoc approach country by country and product by product based upon possible outcomes of future negotiations

· Harmonizing preferences among Mediterranean countries such that each country would have the preference of the “most favored nation” in the region.

The Commission staff present expressed a clear and strong preference for the second approach – individual treatment of specific products for each of the five countries.

The EU liberalization process with Med countries is now on a new path, under the EU neighbourhood policy. The new strategy involves bilateral negotiations, based on free trade with exceptions. The exceptions would be negotiated on the basis of reciprocity. For the market access to the EU it would include maintaining entry prices and quotas for some products. Regarding access to the Med countries market, some countries will have staggered tariff reduction, while some products in some countries may involve expanding quotas. Transition periods of 12 years after signature normally would be used. The EU would encourage countries to enter into south-south liberalization such as the Agadir agreement as well.

Considering first the access to the EU market for Med countries, it was decided to choose the country-product way of building liberalization scenarios. For the countries chosen, the EUMED Agpol will select 3 to 7 products, and send the list to the Commission in order to get back the detailed information on the  liberalization scenarios (set in terms of entry prices, quotas, calendars, duties) for selected countries.

Concerning access for EU exports to Med countries markets, the EU Commission would also provide information on the current protection of Med countries, and on liberalization scenarios.

Other Issues

Delphi analysis

The expert panels would be mainly used to determine the supply response, and export potential in case of liberalization. It would also include experts’ preferences on different mechanisms allowing liberalization (i.e. lower entry price versus increase in low duty TRQ).  We will explore adding other questions in the context or our usage of sectoral experts for the Delphi analysis.

EU Enlargement

The importance of considering the effect of the EU enlargement to 10 new members was stressed.  The answer was that CAPRI is already working with EU-25 and that countries that we didn’t plan to study explicitly would be considered in WP7.  WP7 will also take care of what  could be the influence on the Euro-Med trade of major changes in the rest of the world (for instance China for tomato paste).
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