Istanbul meeting, 9-12 May 2005‏, Michel PETIT, IAM.M

EU-MED AGPOL : LIBERALIZATION SCENARIOS

Objectives and Main Features:
In WP-4, trade liberalization scenarios must be developped in order to estimate quantitatively and qualitatively the impacts of EU-MED trade liberalization. These scenarios will be based on the assumption that concessions will be made both by the EU and the Mediterranean countries. In addition to a reference ‘run’, three scenarios will be built. The reference scenario will take into account all policy decisons which have already been made, even if their implementation has hardly begun. In that sense it is different from the mere assumption of a continuing status quo. It includes, for instance, the single direct payments to farmers, decided for the CAP in June 2003, which are just being put in place by the national governments of the member states of the EU.


The last scenario (n° 3) will entail complete liberalization of EU-MED agricultural trade within ten years couples with “realistic” assumptions on multilateral liberalization, corresponding to a plausible outcome of the Doha round of WTO negotiations. Admittedly, such a scenario is not realistic politically; but it is necessary in order to answer the questions raised in the original call for research proposals of the Commission. The other two scenarios, assumedly more realistic ones, are intermediate between these two extremes. The first one will entail a partial liberalization of EU-MED agricultural trade and the second one the same partial liberalization at the regional level coupled with the same multilateral liberalization assumptions as in scenario n° 3.

- Scenario 1  : Lawbook, status quo ( MTR + Tobacco + olive oil..)

-scenario 2a: partial EUMED + without WTO 

-scenario 2b: partial EUMED + with WTO 

- scenario 3 : full EU-MED border liberalization, with WTO 

Specifying the intermediate scenarios will be challenging, particularly because of the complexity of the existing border measures in the EU-MED region, notably the measures protecting European fruits and vegetables, as described and analyzed in WP 3. 

These scenarios will be used in quantitative models (WP6) as well as in expert panels (WP5).

Changes in the parameters characterizing border protections will be introduced in the models according to scenarios. In this case, the scenarios to be modeled must be designed with two conflicting objectives in mind: they must be translatable in model parameters, yet they must be as meaningful as possible which requires that they be specified in the detailed terms of the existing or likely future protection measures. For fruits and vegetables in the mediteranean region, the CAPRI model cannot handle the seasonality of border protection measures and is more aggregated, in terms of product definition and country block, than would be desirable for the purpose of the analyses to be made in order to respond to the questions posed in the original call for proposal. For example, only one type of tomatoes is considered and the Southern and Eastern Mediterranean countries are subsumed in two trading block: Turkey and the rest of the countries of the region. The specification of the intermediate Euro-Med liberalization scenarios to be run with the CAPRI model will therefore be necessarily very simplified. For the sake of clarity, we will select a simple principle to define them: possibly a regional MFN clause among countries of the region, and the ‘ad hoc’ choice of protection parameters which can be meaningfully incorporated in the model at a fairly high level of product and country aggregation. The scenarios to be run in the national models for Turkey, Morocco and possibly Egypt will follow the same general principle, for purpose of comparison. But they will be more disaggregated: at the country level obviously, and also hopefully at the product level.

The liberalization scenarios to be tested with the expert panels will also follow the same general principle. But they will be much more detailed, particularly in terms of protection instruments. In fact the experts will be asked what they view as the main obstacles to increased exports of fruits and vegetables or oilive oil to Europe. Presumably, they will cite European protection measures among these obstacles and they will be asked to provide quantitative estimates of exports if these obstacles are lifted. But even the most qualified experts cannot be expected to be able to predict in detail possible outcomes of future liberalization scenarios, for which by definition they have no experience. The very purpose of the Delphi approach is to capture as much as possible of the collective knowledge and wisdom of those who deal  on a day-to-day basis with the phenomena under study, here the trade flows. Effectively collecting such knowledge would already be very valuable indeed. But the limits of this knowledge must be well understood. It seems reasonable to expect that such experts can only offer broad orders of magnitude of export potential under broad sets of assumptions regarding the reduction and eventual elimination of border protection. Thus, the assumptions to be made for the liberalization scenarios should be as clear and understandable as possible and the scenarios themselves as contrasted as possible. The scenarios can be more realistic in terms of border protection measures and they can incorporate the seasonality of these measures, which the models used in this study can’t.

Next Steps:


The multilateral trade liberalization scenario will be specified in a way representing a likely outcome of the Doha Round of WTO negotiations. This will be done shortly before the models are run on the basis of the most recent developments in those negotiations, i;e; just prior to the Hong Kong ministerial meeting or shortly thereafter. EU Commission officials will be consulted and their views will be carefully taken into account. Appropriate meetings in Brussels will be set up for this purpose, the first one hopefully in June 2005, in order to prepare a first draft of a document describing the liberalization scenarios on time for Deliverable N° -  , in August 2005.  


The intermediate Euro-med liberalization scenario will be specified once a more precise assessment of what the regional most favored nation principle would entail. Then consultations will be held with the research team responsible for WP-3 and with the model builders, as well as with officials of the EC.             

