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Executive Summary

The Barcelona Process, launched three decades ago, aimed to establish a shared
space of peace and prosperity including Europe and its Southern and Eastern Medi-
terranean neighbours. The European Union (EU) primarily facilitates trade relations
with Southern Mediterranean Countries (SMCs) through Euro-Mediterranean
Association Agreements (AA), which promote economic integration across the Euro-
Mediterranean region. After three decades of cooperation, however, the outcome of
the partnership remains relatively modest. With a few country- and sector-specific
exceptions, the partnership has not substantially helped SMCs upgrade their trade
structures, move beyond traditional sectors, or undergo structural transformation.
More importantly, Euro-Mediterranean trade is not always resilient to crises and
shocks. This is because (1) trade remains relatively low, and (2) the agreements are
not always designed to accommodate flexibility and crisis response. Specifically,
EU-Mediterranean agreements have not evolved substantially beyond traditional
trade liberalisation. These agreements recreate the core and periphery model, in
which multiple bilateral agreements connect the EU as a bloc with individual SMCs.
Furthermore, these agreements are relatively shallow in terms of both sectoral
coverage and trade policy. They largely focus on liberalising trade in manufactured
goods, employing tariff reduction as the primary trade policy instrument. Critical
sectors, such as agriculture and services, are largely excluded, and policy coordination
in non-trade-related areas is generally missing.

More importantly, these trade frameworks overlooked local conditions and alternative
models of integration, failing to promote structural transformation and to increase re-
silience to global and regional shocks. For example, regional trade integration was
not always sufficiently deep to respond to global supply chain disruptions in critical
sectors. The escalation of the war in Gaza and neighbouring countries had adverse
repercussions in terms of food and energy security, and political and economic
stability.

While EU trade relations have increased trade volumes, they have also entrenched
persistent trade imbalances and dependency on imports. Foreign direct investment
(FDI) has remained modest and uneven, often concentrating in sectors that generate
limited employment or value added. Technical and financial assistance is often
coupled with increasingly conditional migration policies and had a limited outcome in
terms of structural transformation. For instance, manufacturing sectors in Tunisia and



Lebanon have stagnated or declined, and efforts at export diversification have
produced only modest results. In Jordan, the trade agreement failed to increase
firms integration in regional value chains due to burdensome compliance procedures
and limited firm capacity. Morocco s more advanced engagement brought visible
trade gains and investment inflows. However, with the exception of some sectoral
gains, it did not lead to a more comprehensive industrial transformation. Meanwhile,
Lebanon s trade agreement failed to prevent the country s descent into economic
collapse. The design of these agreements has constrained not only their developmental
impact but also their ability to promote resilience in the face of regional and global
crises and conflicts. Clearly, there is a need to reframe EU trade policy with SMCs
around the concept of economic resilience, which is defined not only as the capacity
to maintain trade flows but also as the ability to adapt, absorb shocks, and ensure in-
clusive growth.

The role of EU trade in crisis alleviation in SMCs tends to be rather determined by
the depth of trade relations. Libya, for example, does not have institutionalised trade
arrangements with the EU, yet it is one of the EU s main hydrocarbon exporters. As
Libya s top trade partner, the EU should be in a position to use trade to alleviate
crises in the country and contribute to political stability. However, the evidence
points to negligible levels of success in achieving this policy goal. The fact that the
majority of Libya s exports are hydrocarbons, and that Libyan elites control these re-
sources, offers little incentive to diversify the country s economy. On the other hand,
the EU s vested economic interests in Libya s fuel exports make it difficult for the
Union to negotiate conditional trade liberalisation or incentives for political or
economic reforms.

In critical sectors such as agri-food and energy, the depth of trade agreements and
the scope of cooperation are essential for trade resilience for both the EU and the
SMC:s. In the agri-food sector, deeper trade agreements lead to more resilient trade
flows and better responses to crises. During times of food crisis, the EU did not im-
plement new protectionist barriers against Morocco or Lebanon, for example, helping
to sustain trade volumes. Due to Lebanon s shallow trade agreement with the EU,
agri-food exports decreased, leaving the EU with humanitarian aid as the main crisis
response tool. Conversely, the depth of the EU-Morocco trade agreement allowed
for sustained and increased trade during the crisis thanks to built-in flexibility
regarding non-tariff measures such as quotas and sanitary and phytosanitary (SPS)
measures.

In the energy sector, trade flows from SMCs to the EU helped the latter alleviate its
domestic energy crisis by securing access to alternative energy sources and
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10 EU Trade Relations with Southern Mediterranean Partners in Times of Crisis or Con ict

diversifying away from Russian gas. Fuel exports from the SMCs to the EU were
maintained and even increased in 2022 to meet the growing EU demand. In the
medium to long term, however, the EUs new energy policies could threaten the
economic (and political) stability of net energy exporting countries in the Southern
Neighbourhood. The EU being the main destination for fuel exports for a number of
SMCs, accelerating the energy transition without integrating these partners, may
lead to adverse consequences from the loss of fuel export revenues. In this regard,
deep energy cooperation is important for future transitions. Morocco s proactive
energy policy and regulatory harmonisation with the EU present a success story and
pave the way for future sustainable partnerships focused on renewable energy and
green hydrogen.

In summary, increasing trade between the EU and SMCs can enhance resilience to
crises and conflicts while promoting structural transformation in the Southern Neigh-
bourhood. However, this will require a shift in the design of trade agreements.
Deepening these agreements is necessary. This means moving beyond reducing
tariffs on selected goods to comprehensively liberalising trade flows, harmonising
non-tariff measures, and increasing trade facilitation. Second, cooperation in areas
beyond trade is important. This should include regulatory convergence, spread of
know-how, and fostering innovation, among others. It is also important to include
crisis response measures under trade policy frameworks to allow for a swift and
timely regional cooperation. Most importantly, the agreements should focus on
priority areas for the structural transformation of SMCs, such as job creation, export
diversification and upgrading, green transition, and increased participation in regional
and global value chains. Finally, conditionality must extend beyond political alignment
and migration control to encompass concrete measures required for structural trans-
formation.

Policy Study n. 39
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AA
ACLED
ASEAN
CBAM
CAP
CCpP
CFSP
CGE
CJEU
COP22

Ccop27

COVID-19
CSDP
DCFTA
EEAS
EMFTA
ENP

ENPI
ESCWA
EU
EUBAM
EUROMED
FDI

FTA

GATT
GDP

Gls

GW

G7

ICT

LNG
MEDRESET
MENA

MoU

NATO

NDICI

NTB
NTMs
OCP
OECD
ONSSA
OPEC
RASFF
RoO

Association Agreement

Armed Conflict Location and Event Data Project

Association of South-East Asian Nations

Carbon Border Adjustment Mechanism

Common Agricultural Policy

Common Commercial Policy

Common Foreign and Security Policy

Computable General Equilibrium

Court of Justice of the European Union

22nd Conference of the Parties to the United Nations Framework
Convention on Climate Change

27th Conference of the Parties to the United Nations Framework
Convention on Climate Change

COronaVlrus Disease 2019

Common Security and Defence Policy

Deep and Comprehensive Free Trade Areas

European Union External Action Service

Euro-Mediterranean Free Trade Area

European Neighbourhood Policy

European Neighbourhood and Partnership Instrument

United Nations Economic and Social Commission for Western Asia
European Union

European Union Border Assistance Missions

Euro-Mediterranean Association Agreement

Foreign Direct Investment

Free Trade Agreement

General Agreement on Tariffs and Trade

Gross Domestic Product

Geographical Indications

Gigawatt

Group of Seven (Canada, France, Germany, Italy, Japan, the United
Kingdom, and the United States)

Information and Communication Technology

Liquefied Natural Gas

MEditerranean Development RESETtlement Project

Middle East and North Africa

Memorandum of Understanding

North Atlantic Treaty Organization

Neighbourhood, Development and International Cooperation
Instrument

Non-Tariff Barriers

Non-Tariff Measures

Office Ch@rifien des Phosphates (Moroccan state-owned company)
Organisation for Economic Co-operation and Development
National Office for the Sanitary Security of Food Products (Morocco)
Organization of the Petroleum Exporting Countries

Rapid Alert System for Food and Feed

Rules of Origin
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SEMCs Southern and Eastern Mediterranean Countries
SMCs Southern Mediterranean Countries

SME Small and Medium-Sized Enterprises

SPS Sanitary and Phytosanitary Measures

BT Technical Barriers to Trade

TRQs Tariff-Rate Quotas

UfM Union for the Mediterranean

UN United Nations

UsD U.S. Dollar

WTO World Trade Organization
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Euro-Mediterranean trade relations were
institutionalised with the launch of the
Barcelona Process three decades ago.
The ultimate goal was to create a space
of shared peace and prosperity. EU trade
relations with Southern Mediterranean
Countries (SMCs) are primarily facilitated
through Euro-Mediterranean Association
Agreements (AA). These agreements aim
to promote economic integration across
the Euro-Mediterranean area by removing
barriers to trade and investment, as well
as by providing SMCs with substantial
technical and financial support to help
them achieve the intended objectives.
However, the partnership s outcome re-
mains relatively modest. Regional inte-
gration remains weak, and regional value
chains and production networks are under-
developed. With a few country- and sec-
tor-specific exceptions, the partnership
did not substantially help SMCs upgrade
their trade structures or pave the way for
broader structural transformation. While
the modest outcome of the agreements
cannot be fully attributed to the partnership
itself, the design and content of the agree-
ments are key contributing factors.

More importantly, Euro-Mediterranean
trade is not always resilient to crises and
shocks. This is because (1) trade remains
relatively low, and (2) the agreements
are relatively shallow, which impedes an
effective and flexible response to crises.
The design of EU-Mediterranean agree-
ments has not evolved substantially beyond
traditional trade liberalisation. The agree-
ments recreate the core and periphery
model, with multiple bilateral agreements
connecting the EU as a bloc with individual
SMCs. Additionally, most of the agree-
ments exclude agriculture and services
from mutual liberalisation and restrict lib-
eralisation to tariff reduction. They also
overlook the importance of harmonising
standards and facilitating trade in deep-
ening regional integration. Most importantly,

these frameworks overlooked local con-
ditions and alternative models of integra-
tion, failing to promote structural trans-
formation.

This design of the agreements undermines
not only the trade outcome but also the
ability to respond flexibly, promptly, and
effectively to crises and shocks, such as
the 2008 financial crisis, the Arab Spring,
the pandemic, and current geopolitical
disruptions. Political instability and armed
conflicts in the region continue to pose a
fundamental challenge to successful re-
gional integration and the development
of regional value chains. Global shocks,
including the COVID-19 pandemic and
the Russian invasion of Ukraine revealed
that trade integration was not always
deep enough to respond to supply chain
disruptions in critical sectors. Finally, the
escalation of the war in Gaza and neigh-
bouring countries has had adverse re-
percussions in terms of food and energy
security, as well as political and economic
stability.

This study aims to critically assess EU-
Mediterranean trade relations, explore
ways to promote economic stability and
cooperation, and increase resilience to
regional and global turbulence. The study
includes four chapters that offer insights
into EU-Mediterranean trade relations
during times of crisis and conflict from
three different perspectives or dimensions.
More specifically, the study aims to answer
the following questions:

How did conflicts and crises in the
region and around the world affect
trade relations between the EU and its
Southern Neighbourhood partners?

How did partners revise their trade ob-
jectives and priorities in light of these
issues? What temporary or adaptive
measures were implemented to
strengthen economic resilience? Which

euremesco IEMed.



18 EU Trade Relations with Southern Mediterranean Partners in Times of Crisis or Con ict

new trends are shaping long-term EU-
SMC trade relations?

What role did the EU play in supporting
economic recovery and maintaining
trade during times of conflict or crisis?
What are the limitations of current
agreements in adapting to evolving re-
gional crises?

How can trade relations be redesigned
to promote just partnerships?

Chapter 1 sets the stage for this study
by mapping the historical evolution, struc-
tural limitations, and performance gaps
of current Euro-Mediterranean trade
frameworks. It also provides a critical
assessment of the outcome of these
frameworks in terms of enhanced econ-
omic resilience of Southern Mediterranean
partners during conflicts and crises.
Through a comparative analysis of se-

Figure 1. Design of the Policy Study

lected country cases, the chapter dem-
onstrates how trade liberalisation has
often reinforced dependency and struc-
tural vulnerability rather than enabling
inclusive development and structural
transformation.

Chapter 2 explores the nexus between
trade and conflict in Libya. Unlike other
SMCs, Libya does not have a trade ar-
rangement with the EU, yet it is one of
its main hydrocarbon exporters. Libya
has experienced long-standing political
instability and armed conflict. Therefore,
it is crucial to explore the role of the EU
trade instrument in alleviating subsequent
crises in Libya while accounting for
global and regional (i.e., exogenous)
shocks. This study acknowledges the
importance of external factors in analysing
EU-Mediterranean trade relations while
focusing on a conflict-affected country.
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Chapters 3 and 4 focus on EU-Mediter-
ranean trade relations in two critical sec-
tors: agri-food and energy. These chapters
complement the policy study by high-
lighting the importance of sector-specific
characteristics in trade resilience during
crises and conflicts. We chose these
sectors because they are relevant to both
the EU and SMCs. Trade in both sectors
has been greatly affected by escalating
global and regional shocks, particularly
since 2020. Disruptions to global supply
chains in these sectors has threatened
food and energy security in some countries
in the region, including in the EU itself. In
the agri-food sector, the third chapter
compares EU trade relations with two
countries, Morocco and Lebanon, and
explores how the design and content of
the agreements matter for trade resilience.

Morocco is a relatively stable trading
partner with diversified economic ties
and deeper EU integration, while Leba-
non is a country experiencing severe
economic distress, high food import de-
pendence, and minimal agri-food exports.
The fourth chapter explores how EU-
Mediterranean energy trade responded
to recent turbulence. It examines the
trade policy responses of the EU and
three SMCs with different energy re-
sources, policies, and trade relations
with the EU: Morocco, a net energy im-
porter with ambitious plans for energy
diversification and deeper cooperation
with Europe in this area; Algeria, a
typical rentier state and one of Africa s
largest hydrocarbon exporters; and Egypt,
a prominent gas exporter facing growing
pressure on its resources.

euremesco IEMed.
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Introduction: a shifting
Mediterranean trade
landscape

Over the past three decades, the European
Union (EU) has constructed an elaborate
framework of trade relations with its South-
ern Neighbourhood partners under the
Barcelona Process, the European Neigh-
bourhood Policy (ENP), and successive
association and cooperation agreements
(European Commission, 1995; EEAS,
2024). These efforts were meant to cata-
lyse shared prosperity, promote regional
stability, and support economic devel-
opment across the Southern and Eastern
Mediterranean. More concretely, they
aimed to reduce trade barriers, encourage
foreign direct investment (FDI), promote
structural reforms, enhance regulatory
convergence, and support private sector
development through aid and technical
assistance (European Commission, 2023).
The overarching vision was to create a
free trade zone and political cooperation
to anchor Southern and Eastern Mediter-
ranean Countries (SEMCs)! to the EU s
normative and economic order. Yet, despite
rhetorical commitments and billions in
aid and technical cooperation, economic
convergence has largely failed to materi-
alise (CIDOB, 2023).

Yet, after nearly three decades of inte-
gration efforts, the outcomes remain highly
uneven. The EU remains the leading trade
partner for most SEMCs, but the region s
export profile is skewed toward low value-
added goods, and its economies remain
heavily reliant on imports, external aid,
and remittances. SEMC exports remain
heavily concentrated in raw materials and
low-value-added sectors, such as textiles

and basic agri-food products, with minimal
diversification or technological upgrading
(Micallef, 2023). Many exporters face
persistent non-tariff barriers, burdensome
rules of origin (RoO), and institutional
constraints that limit their capacity to
benefit from trade preferences. FDI has
failed to deliver significant structural trans-
formation, and employment creation in
tradable sectors has lagged behind ex-
pectations. Instead of fostering conver-
gence, the prevailing trade model has
deepened structural imbalances and ex-
posed SEMCs to volatility in external de-
mand, commodity markets, and global
capital flows (Demertziz, & Biondi, 2017).

This trade fragility is further compounded
by recent EU measures, such as the Car-
bon Border Adjustment Mechanism and
migration-linked Memorandum of Under-
standing (MoU), which impose new com-
pliance costs and conditionalities without
addressing underlying developmental defi-
cits (Behr, 2010). The COVID-19 pan-
demic, the war in Ukraine, food and
energy price spikes, and climate-induced
stressors have further highlighted the fra-
gility of the region s economic foundations.
Despite the language of mutual benefit
and sustainable development, EU trade
policy has often prioritised regulatory
alignment and market access over devel-
opmental asymmetries, employment im-
peratives, or productive resilience.

Against this backdrop, rethinking the EU s
trade policy with its Southern Neighbour-
hood is both urgent and strategic. Chapter
1 sets the stage for this broader rethinking
by mapping the historical evolution, struc-
tural limitations, and performance gaps
of current EU-SEMC trade frameworks.
While earlier sections explore the evolution

1 The Southern and Eastern Mediterranean Countries (SEMCs) typically include: Algeria, Egypt, Israel,
Jordan, Lebanon, Libya, Morocco, Palestine, Syria, Tunisia, and sometimes Mauritania and Turkey

depending on context.
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and institutional architecture of Euro-
Mediterranean trade policy, the latter half
of the chapter assesses whether these
frameworks have meaningfully enhanced
the economic agency or resilience of
SEMC:s in the face of escalating crises.
Through a comparative analysis of selected
country cases, the chapter demonstrates
how trade liberalisation has too often re-
inforced dependency and structural vul-
nerability rather than enabling inclusive
development.

Euro-Mediterranean
trade policy: legacy,
structural imbalances,
and fragmented
integration

Origins and architecture of
Euro-Mediterranean trade

The Barcelona Declaration of 1995
launched a bold vision for Euro-Mediter-
ranean integration, laying the foundation
for a structured partnership based on
three interlinked pillars: political dialogue
and security cooperation; economic and
financial partnership; and social, cultural,
and human affairs (European Commission,
1995). Central to this framework was
the establishment of a Euro-Mediterra-
nean Free Trade Area (EMFTA), envi-
sioned as a pathway to peace and shared
prosperity across the Mediterranean
basin. In pursuit of this goal, the EU em-
barked on a process of negotiating bi-
lateral Association Agreements (AAS)
with SEMCs, most of which entered
into force between the late 1990s and
early 2000s. These agreements liberalised
trade in goods, introduced rules on com-
petition and intellectual property, and
committed partners to policy harmonisation
and regulatory convergence with the EU
(European Commission, 1995; Joffg,
2007).

Table 1. Barcelona Declaration and Association Agreements

The Barcelona
Declaration of
1995 launched a
bold vision for
Euro-
Mediterranean
integration,
laying the
foundation for a
Euro-
Mediterranean
Free Trade Area
(EMFTA),
envisioned as a
pathway to
peace and
shared
prosperity
across the
Mediterranean
basin.

Barcelona
Pillars
Addressed

Year
Signed
(AA)

Country

1996 | Economic
Partnership,
Political Dialogue,
Socio-cultural

Exchange

Morocco

1995 | Economic
Partnership,
Political Dialogue,
Socio-cultural

Exchange

Tunisia

2001 Economic
Partnership,

Political Dialogue

Egypt

Policy Study n. 39

Focus Areas of Implementation

AA Challenges

Trade liberalisation, | Limited

investment, diversification,
cooperation on dependence on EU
migration markets, high youth

unemployment

Trade liberalisation,
structural reform,

Political instability,
trade imbalance,

governance limited FDI

support

Market access, Slow reform pace,
political cooperation, | market

industrial protectionism,
modernisation political bottlenecks

Current Status

Active, part of
ENP and Union
for the
Mediterranean
(UfM)

Active, Deep and
Comprehensive
Free Trade Area
(DCFTA) talks
started

Active, DCFTA
talks started
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Jordan

Algeria

Lebanon

Israel

Palestine

1997

2002

2002

1995

1997

Economic
Partnership,
Political Dialogue

Economic Part-
nership, Political
Dialogue

Economic Part-
nership, Political
Dialogue, Socio-
cultural Exchange

Economic Part-
nership, Political
Dialogue, Socio-
cultural Exchange

Economic Part-
nership, Political
Dialogue, Socio-
cultural Exchange

Free trade,
investment,
customs
cooperation

Tariff reductions,
regulatory
approximation

Trade and services,
investment,
migration
cooperation

Trade facilitation,
technical
cooperation,
scientific exchange

Interim agreement:
trade facilitation,
institutional
cooperation

Trade imbalance,
lack of local value-
added production

State control over
economy, political
friction with EU

Security concerns,
weak institutional
capacity

Territorial disputes,
EU criticism of
settlements

Interim nature of
agreement, lack of
final status
resolution

Active, further
negotiations on
DCFTA

Active but under
strain

Active, limited
implementation

Active with
reservations

Interim
agreement
remains in effect

Note. Elaborated by author.

These AAs followed a largely uniform
template and imposed a standardised
approach to objectives and legal struc-
tures, though the depth and scope of im-
plementation varied based on each
country s political and economic con-
ditions. Most included provisions for the
gradual dismantling of tariffs on industrial
goods, measures to facilitate trade, and
general commitments to democracy,
human rights, and the rule of law. However,
the implementation of these frameworks
diverged considerably across countries
due to weak institutional capacity, varied
governance standards, and political in-
stability. The proliferation of overlapping
frameworks  including AAs, European
Neighbourhood Policy Action Plans, and
attempted Deep and Comprehensive Free
Trade Areas (DCFTAs) contributed to
fragmentation. With only Morocco and
Tunisia advancing DCFTA negotiations

to any practical stage, and with imple-
mentation lagging even under existing
AAs, the promise of deeper integration
has remained elusive.

Subsequent initiatives such as the ENP
in 2004 and the Union for the Mediterra-
nean (UfM) in 2008 attempted to revitalise
the partnership. The ENP introduced Ac-
tion Plans that linked deeper market ac-
cess to political and economic reforms,
while the UfM aimed to depoliticise co-
operation by focusing on regional projects
and sectoral dialogue (Del Santo, 2006;
Schumacher, 2016). Yet both frameworks
struggled to gain traction. The ENP s re-
form conditionality was inconsistently ap-
plied and lacked credibility, particularly
as the EU failed to reward reforms with
meaningful market access in sensitive
sectors such as agriculture. The UfM,
meanwhile, remained politically gridlocked,

euremesco IEMed.
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unable to move beyond declaratory am-
bitions. As a result, Euro-Mediterranean
trade policy remained dominated by bi-
lateralism, characterised by a hub-and-
spoke model that reinforced dependency
on European markets rather than fostering
intra-regional economic integration.

Moreover, these frameworks were shaped
by a unidirectional vision of convergence:
the idea that SEMCs would gradually
adopt EU norms, standards, and institu-
tions. This technocratic paradigm over-
looked the local political economy ar-
rangements that shape development out-
comes including institutional weak-
nesses, the dominance of domestic in-
terest groups, and persistence of rent-
seeking networks resistant to market
openness. In doing so, it failed to generate
endogenous growth or institutional resil-
ience. It also left the region ill-prepared
for systemic shocks from the 2008 fi-
nancial crisis and the Arab uprisings to
the COVID-19 pandemic and current
geopolitical disruptions , which exposed
the fragility of trade-dependent growth
strategies and the inadequacies of EU
policy tools in times of crisis.

Structural constraints and
policy mismatches

The structural shortcomings of Euro-Medi-
terranean trade agreements lie not only
in their standardised, top-down design,
but also in their persistent failure to
account for local capacities, policy prio-
rities, and institutional readiness across
SMCs. While the AAs were framed as
tools for reform and economic integration,
they often lacked the necessary flexibility
and contextual awareness to support in-
clusive development trajectories. By im-
posing uniform liberalisation and governance
models without aligning them with national
development strategies or absorbing ca-

Policy Study n. 39

pacity, these agreements placed the burden
of adjustment disproportionately on the
weaker partner.

In this context, Egypt and Jordan offer il-
lustrative cases. Both countries signed
comprehensive AAs with provisions for in-
vestment facilitation, trade liberalisation,
and governance reform. Yet implementation
was constrained by overlapping and frag-
mented trade frameworks, the absence of
mutual recognition of standards, and a
lack of targeted industrial strategies. As
liberalisation proceeded without the support
of industrial policy, foreign investment
flowed largely into low-value-added sectors
such as real estate and construction, leaving
high-value manufacturing and services
underdeveloped. Institutional capacity gaps
and fiscal pressures further hindered reform
outcomes, resulting in limited trade com-
petitiveness and continued dependence
on low-value exports and foreign aid.

Tunisia and Morocco faced similarly mis-
matched trajectories. In Tunisia, liberal-
isation of sectors such as textiles and
agri-food, undertaken without adequate
transitional protections or strategic support,
led to the collapse of many local firms
under pressure from subsidised EU im-
ports. In Morocco, technical compliance
challenges, especially in agricultural ex-
ports, undermined the country s ability to
take advantage of trade preferences. In
both cases, the agreements not only
failed to stimulate structural transformation
but arguably locked in economic models
dependent on EU demand and low-margin
exports, without delivering the promised
integration or diversification benefits.

Transaction costs
and regulatory barriers

One of the most enduring and underesti-
mated obstacles to effective trade inte-

By imposing
uniform
liberalisation
and governance
models without
aligning them
with national
development
strategies or
absorbing
capacity, these
agreements
placed the
burden of
adjustment
disproportionat
ely on the
weaker partner.
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gration between the EU and SEMC:s lies
in the persistence of high transaction
costs. Chief among these are non-tariff
barriers (NTBs) and RoO, which collec-
tively hinder the formation of regional
value chains and limit SEMCs ability to
scale their exports beyond low-margin
sectors. While tariffs have largely been
dismantled under the AAs, these less
visible regulatory barriers continue to im-
pose significant costs on SEMC exporters,
who face an uneven playing field shaped
by technical compliance burdens, proce-
dural delays, and overlapping legal frame-
works. These barriers favour EU-based
firms with greater technical and institutional
capacity, while SEMC exporters often
lack the resources to navigate the dense
regulatory environment (Augier et al.,
2005).

The effects are especially pronounced in
countries like Tunisia and Morocco. Tunisia,
for instance, faces significant challenges
complying with EU technical standards,
which limit the country s agricultural and
industrial export potential. Despite being
a participant in the Pan-Euro-Mediterranean
system of cumulation, which was intended
to simplify RoO procedures, Tunisian ex-
porters continue to report high costs in
meeting product certification and tracea-
bility requirements. In Morocco, despite
relatively stronger institutional capacity,
NTBs in the form of complex phytosanitary
and quality control measures continue to
reduce the competitiveness of its agri-
food exports.

More recently, the EU s introduction of
climate-related trade instruments such as
the Carbon Border Adjustment Mechanism
(CBAM) has introduced a new layer of
regulatory asymmetry. The CBAM, currently
in its transitional phase, is expected to
disproportionately affect SEMCs given
their industrial structure and high-carbon
production processes. Tunisia faces the

highest CBAM exposure-to-GDP ratio in
the region (0.47%), while Egypt exported
approximately 4.6 billion worth of CBAM-
covered goods to the EU in 2022, around
10% of its total exports (World Bank,
2023). Yet despite these risks, SEMCs
have received limited technical assistance
or transitional financing to meet compliance
requirements, deepening the asymmetry
of obligations and further entrenching
trade imbalances.

Geopolitical risk and
trade fragility

While trade integration is often framed in
purely economic terms, its success and
durability are deeply shaped by geopolitical
dynamics. The Southern Mediterranean s
vulnerability to external shocks, regional
conflicts, and global political realignments
has exposed the fragility of its trade rela-
tionship with the EU. Rather than shielding
trade from geopolitical instability, EU-
SEMC frameworks have often been re-
active and short-term in focus  frequently
leveraging trade and aid instruments to
pursue security and migration objectives
rather than long-term development goals.
This securitised and transactional approach
has reduced trade policy to a tool of
crisis management, undermining its po-
tential to foster resilience, diversification,
or mutual prosperity.

The risks of this trend are evident in
multiple cases. Algeria s trade agreement,
which focused largely on hydrocarbons,
entrenched a mono-export model that left
the country vulnerable to global energy
shocks. The lack of export diversification
and limited manufacturing capacity has
rendered the economy highly susceptible
to fluctuations in global commodity mar-
kets. Meanwhile, disruptions in the Suez
Canal and Red Sea trade routes  due
to regional conflicts and maritime insecurity
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have had wide-ranging effects on re-
gional logistics. Between late 2023 and
early 2024, East Mediterranean ports
saw a 12-32% drop in throughput, under-
scoring the acute exposure of SEMCs to
volatility in transit and energy corridors
(Fitch Ratings, 2024).

At the policy level, recent EU agreements
with Tunisia and Egypt illustrate the shift
toward transactionalism. In 2023, the EU
signed a 1.1 billion MoU with Tunisia,
tying macroeconomic support to migration
enforcement commitments. A similar 7.4
billion package was signed with Egypt in
2024, again prioritising border control
and security cooperation over inclusive
economic reform (Cohen-Hadria, E.,
2024). While such agreements provide
short-term political wins, they erode the
legitimacy and developmental purpose
of the EU s trade agenda, entrenching
asymmetries and deterring deeper inte-
gration.

Trade outcomes and
persistent imbalances

Figure 1. EU-SEMCs Trade

The cumulative effect of structural mis-
matches, regulatory asymmetries, and
geopolitical distortions is reflected in the
outcomes of the EU-Southern Mediterra-
nean trade relationship. Despite the pro-
liferation of bilateral agreements and sec-
toral initiatives, the trade regimes have
delivered modest benefits to SEMCs in
terms of value addition, diversification, or
resilience. Instead, several key imbalances
and shortcomings persist.

First, the trade balance remains heavily
tilted in favour of the EU. In 2023, EU ex-
ports to SEMCs totalled approximately

239 billion, compared to 218 hillion
in imports (European Commission, 2024).
This asymmetry has persisted over dec-
ades, with EU exports growing more
rapidly and encompassing a diverse array
of high-value goods, while SEMC exports
remain dominated by a narrow set of low-
value products such as raw materials,
textiles, and basic agricultural goods. For
example, EU exports to Lebanon in 2010
totalled 4.7 billion, while Lebanese ex-
ports to the EU were just 0.33 hillion
(Reigeluth, 2012).
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Rather than
generating
shared
prosperity, the
prevailing trade
frameworks
have
contributed to
economic
dependency,
low
competitiveness,
and
developmental
stagnation
across the
Southern
Mediterranean.

Second, the composition of trade flows
further underscores the asymmetry. Ma-
chinery and transport equipment ac-
counted for over 40% of EU exports to
SEMCs in 2022, while SEMC exports to
the EU largely comprised agricultural and
textile products (Eurostat, 2023; Ayadi et
al., 2022). This imbalance reinforces a pat-
tern of dependency, where SEMCs serve
as suppliers of low-margin goods and con-
sumers of high-value European products,
limiting prospects for domestic upgrading
and industrial transformation.

Third, intra-regional trade within the Southern
Mediterranean remains exceptionally low,
hovering around 10% of total trade, far
below the levels seen in the EU (over
60%) or even regions like the Association
of Southeast Asian Nations (ASEAN)
(25%) (Brugel, 2017; Farshbaf & Nuget,
2014). The lack of regional economic in-
tegration is exacerbated by inconsistent
application of RoO, regulatory divergence,
and limited transport and logistics infra-
structure.

Finally, the agreements have yielded little
progress in spurring structural reform.
Countries such as Algeria remain heavily
reliant on hydrocarbon exports, while others
like Tunisia and Jordan have struggled to
climb the value chain. Limited investment
in industrial policy, weak institutional en-
forcement, and a persistent focus on trade
liberalisation over productive capacity-build-
ing have constrained the transformative
potential of EU trade engagements.

Taken together, these outcomes highlight
the gap between the ambitions of the
Barcelona Process and the realities of im-
plementation. Rather than generating shared
prosperity, the prevailing trade frameworks
have contributed to economic dependency,
low competitiveness, and developmental
stagnation across the Southern Mediter-
ranean.

As the next section will demonstrate, the
limitations of these legacy frameworks
are not merely technical but reflect deeper
structural constraints and imbalances in
the Euro-Mediterranean relationship. Re-
assessing these legacies is essential to
crafting a more equitable, inclusive, and
future-oriented trade partnership.

When trade builds or
breaks resilience — a
data-driven assessment

Introduction: testing trade
against turbulence

In the wake of overlapping global and re-
gional crises  ranging from the COVID-
19 pandemic to the war in Ukraine and
mounting climate and energy disruptions

, the Southern Mediterranean s economic
fragilities have been sharply exposed.
These crises have served as a real-world
stress test for the Euro-Mediterranean
trade frameworks discussed in Section
2. Where trade agreements were expected
to build structural resilience, diversify ex-
ports, and attract investment, outcomes
have often diverged significantly across
countries.

This section interrogates whether EU
trade agreements have, in practice, helped
SEMCs withstand systemic shocks and
build economic agency. Drawing on trade,
investment, and employment data between
2018 and 2022, we assess five countries
Jordan, Tunisia, Morocco, Lebanon,
and Iraq (with the Kurdistan region as a
subnational lens)  to understand how
trade dynamics played out under crisis
pressure. These cases, though diverse,
represent a spectrum of integration
models, structural endowments, and politi-
cal economies that help us examine not
just what outcomes emerged, but why.
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Rationale for country selection

The selected countries serve distinct ana-
lytical purposes, allowing us to test how
different trade arrangements and domestic
policy conditions shape resilience out-
comes:

Jordan: A case of targeted EU prefer-
ences (2016 RoO reform) meant to
combine trade and social inclusion (via
Syrian refugee employment).

Tunisia: A first-mover in EU association
agreements (1995), illustrating long-

term liberalisation without structural
upgrading.

Morocco: An advanced integration case
with deepening ties, testing whether
higher cooperation yields more resil-
ience.

Lebanon: A cautionary example of a fi-
nancialised, service-driven economy
with trade dependency but little pro-
ductive depth.

Irag (KRG): A control case outside for-
mal EU agreements, relying on informal
regional trade to build resilience in a
fragmented state.

Table 2. Barcelona Declaration and Association Agreements

Country Type of Trade Relation with
EU

Jordan Association Agreement + RoO

Tunisia Association Agreement (since
1995)

Morocco Advanced Association +
Sectoral Protocols

Lebanon Association Agreement (2006)

Iraq (KRG) | No formal agreement

Note. Elaborated by author.

Jordan: trade preferences and
partial resilience

Jordan s trade engagement with the EU
has historically been limited, but it received
renewed attention following the 2016
simplification of RoO. This reform  part
of the Jordan Compact was framed
not only as a trade policy tool, but also
as a means of incentivising refugee em-
ployment and migration containment (Sha-
rabi Rosshandler, 2021; US AID & The
Hashemite Kingdom of Jordan, 2016).
The 2018 amendment expanded its geo-
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Analytical Role

Targeted policy test case

Structural fragility under liberalisation

Deep integration test

Collapse under fragile trade model

Informal resilience, control case

graphic coverage and eased conditions,
including reducing the Syrian refugee
employment requirement, yet uptake re-
mained limited (US AID & The Hashemite
Kingdom of Jordan, 2016).

Between 2018 and 2022, Jordan s total
exports to the EU remained modest but
showed signs of incremental growth in
sectors like garments and chemical prod-
ucts. However, imports from the EU during
this same period were consistently high
and diversified across sectors, particularly
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in machinery, chemicals, and foodstuffs.
For example, while machinery imports
from the EU peaked near USD 700 million
in 2018 and remained elevated, exports
in the same category did not surpass
USD 60 million, demonstrating a pro-
nounced structural trade imbalance. In
textiles, exports gradually increased from
2018 to 2022, yet still fell short of
matching import volumes. These trends
underscore the asymmetric nature of the
trade relationship (US AID & The Hashe-
mite Kingdom of Jordan, 2016).

The EU is Jordan s top trading partner, ac-
counting for 12-15% of Jordan s imports,
yet receives only 3-4.4% of Jordan s exports
(Sharabi Rosshandler, 2021). This imbal-
ance suggests that while Jordan gained li-
mited preferential access to European mar-
kets, EU exporters continued to enjoy
broad access to Jordanian markets. The
structure of the agreement  focusing on
liberalisation without reciprocal institutional
or technical support  appears to have
deepened trade asymmetries rather than
correcting them (Sharabi Rosshandler,
2021).

These dynamics are directly linked to the
structure and outcome of the EU-Jordan
trade agreement: while the agreement pro-
vided selective benefits tied to conditions
like refugee employment, it failed to establish
broader support mechanisms for industrial
upgrading, market access simplification,
or SME inclusion. Uptake of the RoO initi-
ative was limited to a small number of
firms located in designated industrial zones.
As of 2019, only 14 firms had registered
under the scheme, and just eight exported,
primarily in plastics and ready-made gar-
ments (US AID & The Hashemite Kingdom
of Jordan, 2016). This slow adoption re-
flected deeper structural issues  limited
firm capacity, burdensome compliance
procedures, and low integration into EU
value chains (Brunelli et al., 2016).

FDI into Jordan remained relatively volatile
over the period, averaging below 3% of
GDP and showing limited correlation with
export performance. Employment in industry
accounted for just under 20% of the work-
force, with services dominating at over
75%. Manufacturing s contribution to GDP
remained stagnant, suggesting that EU

Figure 2. Jordan s Exports and Imports by Sector (Top 5) 2018-2022
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trade preferences alone were insufficient
to drive industrial upgrading (Sharabi Ros-
shandler, 2021).

Overall, while the RoO reform offered
targeted relief and created a modest
number of jobs for both Jordanians and
Syrian refugees, it did not meaningfully
transform Jordans trade profile. In the
context of this section s broader question

whether EU trade agreements have
built resilience against shocks , the case
of Jordan reveals clear limitations. Despite
being explicitly designed to link trade
with economic stability and crisis mitiga-
tion, the agreement failed to deliver resil-
ience in the face of regional instability,
refugee inflows, and global trade dis-
ruptions. Rather than enabling structural
upgrading or self-sustained growth, the
EU-Jordan agreement functioned primarily
as a containment and aid-linked mechan-
ism, with limited long-term economic re-
turns. The case underscores that trade
preferences can support resilience only
when accompanied by robust industrial
policy, institutional capacity, and market
access facilitation. Without these, pref-
erential access remains underutilised and
structurally constrained (Brunelli et al.
2016).

Tunisia: from first-mover to
fractured outcomes

Tunisia holds the distinction of being the
first SMC to sign an AA with the EU,
which entered into force in 1998. The
agreement was expected to anchor Tuni-
sia s integration into European markets
and promote economic modernisation
through trade liberalisation. Yet, over two
decades later, Tunisia s experience illus-
trates the long-term limitations of liberal-
isation when unaccompanied by institu-
tional support, industrial upgrading, or in-
clusive development planning.
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Between 2018 and 2022, Tunisia re-
mained highly dependent on the EU,
which accounted for over 70% of its ex-
ports and 46% of its imports. Yet, this
tight integration masked deep imbalances.
EU exports to Tunisia, valued at 13.6
billion in 2022, were dominated by ma-
chinery, chemicals, and mineral products,
while Tunisia s exports to the EU, worth
12.5 billion, were concentrated in la-
bour-intensive goods such as textiles and
machinery components (Boughzala, 2023).
This structural asymmetry reflects Tunisia s
stagnation in low value-added segments,
compounded by weak diversification.

Sectorally, Tunisias export base con-
tracted. Though exports of olive oil and
textiles remain significant, both sectors
have suffered from EU quota limitations,
quality restrictions, and high regulatory
compliance costs (Fort et al.,, 2023;
Rudloff & Werenfels, 2018). For example,
while the EU is Tunisia s largest market
for olive oil, most Tunisian oil enters the
EU as bulk product under inward pro-
cessing arrangements, stripped of national
branding, and subject to tight tariff-rate
guotas. This not only suppresses value
capture but further entrenches Tunisia s
subordinate role in EU value chains (Fort
etal., 2023).

Meanwhile, FDI has remained volatile,
with net inflows declining post-2011 and
concentrated in low-employment sectors
like energy and extractives. Manufacturing s
contribution to GDP hovered around
16%, while employment in trade-linked
sectors like industry and agriculture steadily
declined (Boughzala, 2023).

Tunisia s current trade fragility has been
exacerbated by political instability and
EU migration diplomacy. In 2023, the EU
signed a controversial MoU with Tunisia
tying macro-financial support and sectoral
cooperation to increased migration control.

Negotiations
over a DCFTA
have been met
with widespread
domestic
opposition
replicate the
pitfalls of the
AA offering
access without
inclusion,
exposing
vulnerable
sectors to
competition
without
capacity
support, and
deepening
dependence
without
transformation.
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The MoU bypassed formal institutional
processes and raised alarms about demo-
cratic accountability and human rights
risks  further blurring the lines between
trade, aid, and migration containment
policy (Boughzala, 2023).

Simultaneously, the ongoing negotiations
over a DCFTA have been met with wide-
spread domestic opposition. Civil society
groups, trade unions, and small and
medium-sized enterprises (SME) repre-
sentatives argue that the DCFTA replicates
the pitfalls of the AA, offering access
without inclusion, exposing vulnerable
sectors to competition without capacity
support, and deepening dependence
without transformation (Riahi & Hamou-
chene, 2020; Rudloff & Werenfels, 2018;

Gasiorek & Mouley, 2018). Empirical
models suggest that, unless accompanied
by significant adjustment mechanisms,
DCFTA liberalisation could disproportion-
ately burden Tunisian producers while
generating modest EU gains (Riahi & Ha-
mouchene, 2020; Rudloff & Werenfels,
2018; Gasiorek & Mouley, 2018).

Taken together, Tunisia s experience reveals
the long-term costs of asymmetrical trade
integration. Far from insulating the country
from recent global shocks, the EU-Tunisia
trade framework left its export sectors
vulnerable, its employment base fragile,
and its policy space constrained. The
Tunisia case thus exemplifies how trade
liberalisation without structural safeguards
may embed fragility rather than resilience.

Figure 3. Tunisia s Top 5 Export and Import Sectors 2018-2022

Tunisia’s Exports and Imports by Sector (Top 5) — 2018-2022
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Morocco: deep integration
without structural convergence

Morocco s AA with the EU entered into
force in 2000 and is often cited as one
of the more advanced cases of Euro-
Mediterranean trade integration. Over the

last two decades, the agreement has
supported a steady increase in trade vol-
umes, foreign investment, and Morocco s
insertion into global value chains. Yet the
structure of the agreement and Morocco s
economic outcomes suggests that deep-
ening integration has not translated into
broad-based resilience.
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Figure 4. Morocco s Exports and Imports by Sector (Top 5)

2018-2022

Morocco’s Exports and Imports by Sector (Top 5) — 2018-2022

6000

5000

4000

3000

2000

Trade Value (Million USD)

1000

_ —e— Machines - Exports
=== Machines - Imports

ot . —e— Transportation - Exports
—’_,,r‘ //// -== Transportation - Imports
el e o —e— Textiles - Exports
/’ === Textiles - Imports
Ps —e— Vegetable Products - Exports
P —»=- \egetable Products - Imports

—e— Mineral Products - Exports
=== Mineral Products - Imports

Note. Elaborated by author, sourced from OEC (2025).

By 2022, the EU remained Morocco s
dominant trade partner, accounting for
approximately 60% of Moroccan exports
and over 50% of its imports (Berahab &
Dadush, 2020). Morocco s export profile
to the EU was led by textiles, machinery,
and agri-food products, while imports
were heavily weighted toward intermediate
and capital goods. Despite increased
trade volume, Morocco s bilateral deficit
with the EU has widened, and most of its
exports remain low in value-added, rein-
forcing dependency on labour-intensive
sectors (Elbehri & Hertel, 2006).

Quantitative assessments have shown
modest welfare gains from the EU-Mo-
rocco free trade agreement (FTA). A com-
putable general equilibrium (CGE) model
by Rutherford et al. (1997) estimated
welfare gains at about 1.5% of GDP, in-
creasing to 2.5% under multilateral lib-
eralisation scenarios. These gains came
largely from lower consumer prices and
greater access to intermediate goods
rather than expanded export market access
(Rutherford et al., 1997).
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Although Morocco s trade liberalisation
proceeded on schedule, tariff reductions
were not matched by a real exchange rate
devaluation or structural upgrading. As a
result, employment growth in tradable sec-
tors has remained sluggish. Between 2018
and 2022, manufacturing s share of GDP
plateaued, and industrial employment
hovered around 20-22% (Berahab & Da-
dush, 2020). FDI was concentrated in
energy and extractives, while agriculture
and informal enterprises saw limited benefit
from EU-linked trade.

Moreover, Morocco s attempt to deepen
integration through the proposed DCFTA
stalled in 2014 due to political opposition
and civil society concerns over regulatory
harmonisation, domestic market vulnerability,
and labour rights. Critics argue that the
EU s selective liberalisation of agriculture
and continued application of RoO restric-
tions has locked Morocco into a peripheral
role in European value chains (Jabrin, 2016).

Contention around the legal application of
EU-Morocco trade deals to Western Sahara
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has further complicated relations. A 2024
Court of Justice of the European Union
(CJEU) ruling annulled trade agreements
covering agricultural and fishery products
sourced from the disputed territory, citing
lack of consent from the Sahrawi people
(Medini, 2024). This legal uncertainty casts
a shadow over long-term investment and
undermines Morocco s ability to negotiate
from a position of stability.

In sum, Morocco s experience highlights
how deep integration  when asymmetric
and sectorally limited  can deliver moderate
gains without structural transformation. The
country s productive base remains shallow,
its export profile vulnerable, and its trade
politics increasingly entangled in geopolitical
and legal controversies.

Lebanon: fragility in a
financialised trade regime

Lebanon entered its AA with the EU in
2006 as part of a wider Euro-Mediter-
ranean strategy to integrate the Southern
Neighbourhood into European markets.
Yet, in contrast to the structural reforms
envisioned under the agreement, Leba-
non s trade with the EU has deepened
its dependency on imports without mean-
ingful productive transformation. Despite
initial gains in total trade volume, the
country remains locked in a pattern of
consumption-driven growth and structural
trade deficits.

Between 2018 and 2022, the EU re-
mained Lebanon s largest trading partner,
accounting for 36-40% of total trade
(ESCWA, 2018). However, Lebanese
exports to the EU remained low and
concentrated, heavily reliant on a narrow
range of low-tech products and precious
metals. Imports from the EU continued
to dominate, particularly in machinery,
vehicles, pharmaceuticals, and agri-pro-

cessed goods. As of 2016, Lebanon s
trade deficit with the EU exceeded 6.4
billion (ESCWA, 2018).

An ex-post evaluation by the United Na-
tions Economic and Social Commission
for Western Asia (ESCWA) found that
the FTA had not significantly improved
Lebanon s export diversification, nor its
productive base. Most of Lebanon s ex-
ports continue to be shaped by com-
parative advantage in services, transit
trade, and re-exports, while the FTA
failed to incentivise sufficient value-chain
upgrading or industrial investment. FDI
remained highly concentrated in real es-
tate and tourism. Between 2014 and
2016, FDI inflows from the EU declined,
and sectoral data showed minimal in-
vestment in productive sectors like manu-
facturing or ICT.

Structural indicators further confirm this
fragility. From 2018 to 2022, manufac-
turing s contribution to GDP remained
below 15%, while over 70% of employ-
ment was concentrated in the services
sector. Lebanon s high public debt, per-
sistent political paralysis, and exposure
to external shocks such as the Syrian
war, regional financial instability, and
the 2019-2022 economic crisis  have
compounded these trade vulnerabilities.
The crisis period saw further erosion of
Lebanon s industrial base, with factory
closures, currency devaluation, and spi-
ralling import costs (Goulordava, 2018).

The EUs trade and aid engagement
has also been perceived ambiguously.
While Lebanon receives substantial EU
support through the ENP and refugee-
related funding, Lebanese civil society
and elites largely view the EU as an aid
provider, not a credible trade or political
actor (Goulordava, 2018). The EUs
trade policy is seen as detached from
Lebanon s needs for economic agency,
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employment creation, or governance re-
form.

Interviews with Lebanese stakeholders
as part of the MEDRESET project re-
vealed widespread scepticism about
the EU s role. Many viewed the EU s
engagement as symbolic, top-down,
and focused on border containment
rather than structural development. More-
over, local elites criticised the EU s mi-
gration policies as reinforcing Lebanon s
role as a buffer state through con-
ditional funding, without offering recip-

rocal opportunities for Lebanese workers,
entrepreneurs, or students (Goulordava,
2018).

In sum, Lebanon s trade agreement with
the EU did not insulate the country from
its deepening fragility. While the EU sup-
ported liberalisation and offered preferential
access, this did not translate into structural
upgrading, export diversification, or resilience
to crisis. Lebanon s experience underscores
the limits of trade openness when unac-
companied by investment, institutional re-
form, and a clear industrial strategy.

Figure 5. Lebanon s Exports and Imports by Sector (Top 5) 2018-202

Lebanon’s Exports and Imports by Sector (Top 5) — 2018-2022
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Conclusions and policy
recommendations

Summary of findings

The analysis presented in Sections 2 and
3 reveals a fundamental gap between
the intentions of EU trade policy in the
Southern Mediterranean and the outcomes
observed on the ground. While the EU s
AAs and related instruments were envi-
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sioned as tools to foster economic inte-
gration, structural reform, and resilience,
the empirical record demonstrates a much
more uneven and, in many cases, dis-
appointing trajectory.

Across the cases examined, EU trade re-
lations have contributed to increased
trade volumes but also entrenched per-
sistent trade imbalances and a deep de-
pendency on imports. Despite the ambition
to promote structural upgrading, manu-
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PPt === Metals - Imports

EU trade
relations have
contributed to
increased trade
volumes but
also entrenched
persistent trade
imbalances and
a deep
dependency on
imports.
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Rather than
acting as a
buffer against
crises, EU trade
arrangements
have tended to
amplify
underlying
vulnerabilities.

facturing sectors in countries such as
Tunisia and Lebanon have stagnated or
declined, while efforts at export diversifi-
cation have yielded limited results. FDI,
although present, has remained modest
and uneven, often concentrated in sectors
that generate limited employment or value-
added. Crucially, the expected link between
trade liberalisation and job creation in
tradable sectors has been weak or alto-
gether absent.

The country case studies illustrate how
these dynamics have played out in distinct
yet interconnected ways. In Jordan, the
simplified RoO reform offered a promising
blueprint for inclusive trade through its
conditional link to Syrian refugee employ-
ment. However, its limited uptake high-
lighted the importance of administrative
capacity, firm readiness, and regulatory
alignment in leveraging EU preferences.
Tunisia s long-standing AA, by contrast,
exacerbated structural fragility rather than
overcoming it, failing to stimulate sufficient
upgrading while coinciding with increas-
ingly informal migration conditionality. Mo-
roccos more advanced engagement
brought visible trade gains and investment
inflows, but did not translate into broad-
based industrial transformation, instead
reinforcing dependency on low value-
added exports. Meanwhile, Lebanons
trade agreement functioned largely as a
liberalisation framework in name, offering
limited productive benefits and failing to
cushion the country s descent into econ-
omic collapse.

Rather than acting as a buffer against
crises such as the COVID-19 pandemic,
the war in Ukraine, and commodity price
spikes, EU trade arrangements have
tended to amplify underlying vulnerabilities.
Their technocratic design, focus on regu-
latory harmonisation, and limited sensitivity
to local institutional and political realities
have constrained their developmental im-

pact. What emerges from this comparative
analysis is a clear need to reframe EU
trade policy with SMCs around the con-
cept of economic resilience, defined not
only as the capacity to maintain trade
flows, but as the ability to adapt, absorb
shocks, and ensure inclusive growth.

Policy recommendations

Reorienting EU trade policy toward resil-
ience will require a shift in both design
and implementation. First, resilience ob-
jectives must be embedded at the core
of trade policy frameworks. This means
defining benchmarks not only in terms of
market access or tariff reduction, but also
with reference to employment generation,
diversification of exports, and upgrading
of productive sectors. Trade preferences
must be made conditional not on political
alignment alone, but on the presence of
concrete industrial support mechanisms,
including for SMEs and key strategic
sectors like agriculture, food processing,
and renewable energy.

Second, the EU must move toward oper-
ationalising a conflict-sensitive approach
to trade. Trade agreements with fragile
or politically unstable partners should be
calibrated to the specific political economy
and risk environments of each country.
Instruments for rapid trade adjustment or
targeted assistance should be integrated
to allow for policy flexibility during periods
of crisis or external shock.

Third, structural barriers such as restrictive
RoO and technical barriers to trade con-
tinue to prevent many SEMCs from ac-
cessing higher-value markets. The EU
should expand and generalise simplified
RoO schemes building on the Jordan
experience across the Southern Medi-
terranean without unrealistic quotas or
exclusionary standards. It should also ad-
dress persistent sanitary and phytosanitary
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measures (SPS) and technical barriers
to trade (TBT) hurdles that restrict access
to European agri-food and industrial mar-
kets.

Fourth, there is an urgent need to align
EU trade instruments with its broader
development and migration agendas.
Trade liberalisation should not operate in
isolation from aid and mobility policy. In-
stead, the EU should pursue coherent
packages that promote human capital
mobility, labour rights, and decent work
while ensuring that conditionality respects
democratic governance and does not
undermine national sovereignty or exacer-
bate social fragmentation.

Finally, trade policy must be subject to
meaningful monitoring and accountability.

Policy Study n. 39

This includes establishing joint frameworks
for evaluating the social, economic, and
resilience-related impacts of EU trade
agreements. National and local actors
including civil society, private sector as-
sociations, and trade unions  should be
embedded in these monitoring mechan-
isms to ensure grounded perspectives
and policy responsiveness.

Taken together, these reforms would make
EU trade policy not only more coherent
and context-sensitive, but also more ca-
pable of fostering sustainable devel-
opment, rebuilding institutional trust, and
advancing genuine economic agency in
the Southern Mediterranean. Without
such a structural course correction, EU
trade will remain a vector of dependency
rather than a tool for resilience.
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Introduction

The creation and subsequent foundation
of the European Union (EU) is built on
the notion of member states pooling
their resources to preserve and strengthen
peace and liberty (European Union,
2025). The idea based on the concept
of economic interdependence is the
pretext for EU foreign and trade policies
when engaging with other states and ac-
tors in international affairs. Consolidating
this further, Brussels implements economic
policies in the pursuit of linked political
goals. Specifically, the EU uses trade as
a tool in international relations to ameliorate
crises in the pursuit of preserving and
strengthening peace and liberty. While
the policy is successful within the Union
itself, the EU s implementation of this ap-
proach to matters of foreign policy sees
external actors and forces present barriers
(and facilitators) to its success. This paper
focuses on this dynamic in the form of
EU ties in a global context and with a
particular focus on Brussels relations
with Libya. To do so, this paper addresses
the following research question: What
impact do externalities have on the EU s
ability to alleviate crises in Libya using
trade?

In response to this line of inquiry, this
paper focuses on the relationship between
EU foreign and trade policy on the one
hand and crises in Libya on the other,
while capturing the influence of key external
forces on the trade-crises relationship

on this dynamic. Specifically, EU-Libyan
trade represents the pooling of resources
aspect of Brussels approach to inter-
national relations, while periods and
measures of crises in Libya represent
the peace goal of this same approach.
Simultaneously, actors, interests, and
events are evaluated to determine the
impact they have on the trade-crises dy-
namic. To begin, the appraisal of this EU

policy starts with an analysis of the trade-
crises relationship in the context of EU
foreign and trade policy in general, followed
by a deeper scrutiny of EU-Libyan ties as
a case study. In order to do so, this paper
couches EU foreign and trade policy in
work linking them to the alleviation of
crises. This provides the policy-informed
basis upon which this EU policy is built
and links to the development of Brussels
policy more broadly. By linking the foun-
dational underpinning of the EU foreign
and trade policy to established legislation,
this paper spells out the foundations and
intent of the policy. From here, this paper
combines a qualitative and complementary
guantitative analysis of EU ties with Libya.
A focus on EU-Libya ties in the aftermath
of the COVID-19 pandemic reveals the
specific barriers and facilitators to this
EU policy. This is further complemented
by an econometric assessment of EU
ties with Libya over a longer timeframe
(since the 2011 fall of the former leader,
Muammar al-Gaddafi). The combination
of these two approaches and results re-
veals the extent to which the EU foreign
and trade policy achieves the self-stated
crises-alleviation goals, while simulta-
neously unpacking the barriers and facili-
tators of this policy. Put differently, this
paper articulates the political economy
environment in Libya with which the EU s
foreign and trade policy interact when
pursuing crises-alleviation in the country.

At this early stage, it is important to note
that the EU s dedication to international
peace and liberty is based on a steadfast
belief in the use of trade to achieve these
goals. Put differently, Brussels efforts to-
wards alleviating crises centre on the
use of trade to do just this. It is for this
reason that this paper focuses on the im-
pact of EU trade (that is, the independent
variable in the econometric models) on
crises (the dependent variable). Trade
here accounts for EU-Libya import and
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export levels as reported in the EU s Eu-
rostat database (Eurostat, 2025). Crises
on the other hand is concerned with a
wider definition in this paper one which
captures the EUs approach to Libya.
This includes politically paralysing, violent
and non-violent clashes between actors
in Libya that include outside actors and
developments (these are indicated in the
text where appropriate). More narrowly,
the quantitative assessment in this paper
includes two measures of crises: events
and fatalities, both of which are reported
by the Armed Conflict Location and Event
Data Project (ACLED) (Raleigh et al.,
2010). Fatalities represent the number
of deaths while events include battles, vi-
olence against civilians, explosions/remote
violence event types, and mob/organised
crime violence. Both of which are reported
and verified by ACLED s approach of
triangulating reporting sources. The re-
search design thus allows for an assess-
ment of this EU policy from the perspective
of Brussels itself.

To then deepen the analysis and further
evaluate this EU policy, a focus on EU
ties with Libya offers a unique and revealing
analysis of Brussels approach to inter-
national relations. Here, the paper focuses
on the impact of external actors (captured
in the form of EU-World trade in the
guantitative assessment), the value of im-
portant economic drivers for the EU
(measured using the value of the Euro
against the US Dollar in the models) and
Libya (through the measures of oil and
gas that make up 60% of GDP), alongside
global and regional developments that
influenced this relationship (specifically,
the COVID-19 pandemic, Russia-Ukraine
War, and Israel-Gaza War) (World Bank,
2025c).

As a consequence, this paper presents

an analysis of an EU policy that lies at
the core of the union itself. The findings
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are then reflected on in the conclusion of
this paper and point to the lessons learned
for EU foreign and trade policy, based on
the Libyan case.

The trade-crises relation-
ship in the context of EU
foreign and trade policy

Trade is an integral part of the EU s public
and foreign policies. In addition to being
articulated in preamble of the Treaty of
the Union itself (European Union, 2025),
the EU specifies the use of policy tools
including trade in the pursuit of foun-
dational goals of international peace and
liberty under the umbrella of the EU Ex-
ternal Action Service (EEAS) (European
Union, 2018). Here, Brussels coordinates
this approach to international relations
through three key policy instruments: the
Common Foreign and Security Policy
(CFSP), Common Security and Defence
Policy (CSDP), and the Common Com-
mercial Policy (CCP). Each of which
specify the use of economic tools in the
pursuit of political goals.

The CFSP focuses on coordination based
on the achievement of growing conver-
gence between EU member states (Euro-
pean Union, 2025, protocol 10). Notably,
the CFSP makes explicit reference to
other international structures (like the
United Nations (UN) charter and the
North Atlantic Treaty Organization, NATO)
in coordinating the pursuit of international
peace and security. In other words, the
EU makes an explicit link between its
own security and that of the international
community. This is further reverberated
in the CSDP, which is identified as an
integral part of the CFSP (European
Union, 2025, protocol 10). Furthermore,
the CSDP makes explicit reference to
the pursuit of international peace and se-
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The tie together
peace and trade
in the pursuit of
both EU and
international
security

curity in a manner which is compatible
with both NATO and member state policies
in this area (European Union, 2025, pro-
tocol 11). The aims of both the CFSP
and CSDP are inextricably linked to the
CCP desiring to contribute to the
progressive abolition of restrictions on
international trade (European Union,
2025). As such, these policy mechanisms
tie together peace and trade in the pursuit
of both EU and international security.

This notion is further ratified in EU state-
ments connecting the use of economic
tools to influence peace and stability on
the world stage (European Commission,
2025), fundamentally based on the con-
cept identified in the literature that trade
has a positive impact on peace (Zeng,
2020). This sets the tone for Brussels
approach to international relations and
underpins the EU s use of trade in the
pursuit of foreign policy goals. A turn
now to the case of EU ties with Libya
demonstrates the barriers to and facilitators
of this policy. Specifically, the political
economy of Libya is spelt out to demon-
strate how it helps and hinders the EU s
crises-alleviation goals in the country.
This is examined in the form of the do-
mestic political environment along with
external drivers and actors that highlight
why the EUs use of trade to alleviate
crises and alleviate peace points to a
need for a nuance- and context-based
approach to achieve political goals.

The EU-Libya case study

In order to situate the EU s approach to
international relations, this section delves
into a case study and empirically evaluates
the impact of EU trade on crises in Libya.
In turn, this presents a detailed assessment
of the EU policy of using trade to alleviate
crises policy in a given context. The re-
sultant political economy environment in
Libya includes a background to EU-Libya

ties, an analysis of current ties across
the Mediterranean, and a quantitative as-
sessment of the trade-crises relationship
in this case.

At this point it is important to highlight Li-
bya s status as being an observer of the
Union for the Mediterranean (UfM). This
is due to a yet to be concluded Association
Agreement (AA) with Brussels (EEAS,
2021b), preventing the North African
country from being a full member of the
Euro-Mediterranean Association Agree-
ment (EUROMED). As a consequence,
ties with Libya take place in the context
of specific EU policy mechanisms that
focus on different areas of concern. These
include: Operation EUNAVFOR MED
IRINI (focused on implementing the UN
arms embargo on Libya) (EUNAVFOR,
2025), and the EU Border Assistance
mission in Libya (EUBAM), which is clas-
sified as a crisis management mission
with a capacity-building mandate by sup-
porting Libya s management of its borders
(EEAS, 2021a), along with other initiatives
concerned with intelligence and security
analysis, political support, financial assis-
tance, emergency assistance, humanitarian
aid, and responding to specific threats
like that of the COVID-19 pandemic
(EEAS, 2022). In addition, the EU and
Libya are yet to conclude a free-trade
agreement and Libya itself is not a member
of the World Trade Organization (WTO).
Consequently EU-Libya trade ties take
place outside of such formal mechanisms
(EEAS, 2022). It is also worth noting the
wider context of the EU s unsuccessful
attempts to use trade to influence peace
in the country under the previous Gaddafi
regime (Kamel, 2016). There was hope
that the ouster of the leader would alleviate
sources of crises amidst EU trade with
the country. This, however, is yet to be
the case at the time of writing. For a
visual representation, Figure 1 presents
EU-Libya trade flows following the fall of
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Gaddafi where important political devel-
opments impacted this relationship.

As evidenced in Figure 1, EU imports from
Libya outstrip exports to the North African
state. Indeed, this is explained by the EU s
status as Libya s largest trading partner,
accounting for 56.4% of trade in goods
with  21.5 billion worth of this trade (that
is 93.7%) coming in the form of petroleum
and related products in 2023. This is a
consequence of the significant role oil and
gas products play in the Libyan economy.
Specifically, oil and gas amount to 60% of
Libyas GDP, 94% of trade exports, and
97% of revenue for the public purse (World
Bank, 2025b). As such, while trade relations
between the EU and Libya have been
strong and growing at times, this does not
reflect the nuances of the Libyan economy.
Importantly, this represents a barrier to the
success of the EU foreign and trade policy
that seeks to alleviate crises in Libya. Put
differently, EU energy requirements repre-

Figure 1. EU-Libya Trade

sent a consistent demand for Libya s re-
sources. Most of these products are in
the form of oil and take the short seaborne
trip across the Mediterranean Sea. In ad-
dition, the Greenstream pipeline, which
runs along the seabed from Wafa in Libya
to Gela in Sicily, transports most of the
natural gas into the EU s coffers. This
proximity and infrastructural connectivity
provide a starting point for a healthy trade
relationship between the two countries.
The problem, however, is that such bountiful
trade tothe tune of an estimated 28.29
billion in total EU-Libyan trade in 2024
(Eurostat, 2025) provides little incentive
for decision-makers in Libya to diversify
the economy, something advised by the
World Bank and found to have not taken
place during a recent consultation with
the country (World Bank, 2025a). The
reasons for this lack of an investment are
directly related to the crises-alleviation
goal sought by EU policy towards the
country.
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As explained in other work, rivalling factions
in post-Gaddafi Libya spurned opportun-
ities to reach a political settlement and
establish a crises-ameliorating peace in
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the country (Kamel, 2022). Specifically,
the former military leader Khalifa Haftar-
supported government in the East en-
gaged with (often violent) conflict with

EU energy
requirements
represent a
consistent
demand for
Libyas
resources,
which
represents a
barrier to the
success of the
EU foreign and
trade policy that
seeks to
alleviate crises
in Libya.
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the UN-supported government in the West
of the country. While a brief reprieve was
reached following the signing of the Libyan
Political Agreement in December 2015
(UNSMIL, 2015), the next five years were

Figure 2. Crises and Fatalities in Libya

characterised by ongoing conflict until a
ceasefire agreement was reached in 2020
(UNSMIL, 2020). This is reflected in Figure
2 showing two measures of crises in Libya:
events and fatalities.
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Note. Elaborated by author, sourced from ACLED (2019), UNSMIL (2015; 2020) & Raleigh et al. (2010).

As demonstrated in Figure 2, the significant
post-2020 fall in crises events and fatalities
(ACLED, 2019; Raleigh et al., 2010) con-
veys the relative stability that followed the
2020 ceasefire agreement. This would
also be in line with a success for the EU
policy of using trade to maintain peace.
However, this does not reflect the wider
context of an environment where economic
mismanagement of public resources, an
impasse over a lasting political agreement,
and the militarisation of political disputes
persisted in Libya.

From the 2020 ceasefire onwards, trade
followed a positive trajectory (as shown in
Figure 1), while measures of crises notably
fell (as demonstrated in Figure 2). However,
a similar pattern of post-Gaddafi Libya
emerged of delayed elections, disagree-
ments on how to manage a transition, and
an affinity towards elites in the country

(Fishman, 2025). This was reflected in
how a UN-devised scheme to ensure the
trade of oil protected revenue only for
reports of these same profits to be coopted
for other purposes and lost in the process
(Shotaro & Saleh, 2025). Furthermore, the
presence and influence of foreign actors
also influenced stability in the country in a
manner that is not reflected in Figures 1
and 2. Notably, T rkiye supports forces in
the West of Libya and was at the head of
an influx of foreign investment in the country,
while the former Wagner Group (now
named Africa Crops) continues to operate
in Libya (Arieff et al., 2025). These examples
demonstrate the influence of external actors
and forces in the country that are important
when considering the EU policy towards
Libya.

It is also important to state an important
caveat about ACLED s measures of crises
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in Libya as reflected in Figure 2. These
events of crises and fatality numbers
while based on verified and reliable
sources  are nevertheless a count of
these two aspects of crises in Libya. In
other words, they do not comprehensively
represent crises in the country and there-
fore should be treated with caution. The
same comment applies to EU-Libya trade
levels presented in Figure 1 and examined
in the quantitative assessment of this EU
policy below. Trade represents a measure
of EU policy towards Libya, while other
drivers, like the concentration of the Libyan
economy on oil and gas, the EU s demand
for these same resources, and the EU-
Libya infrastructure enabling this trade,
are not fully captured in these figures. It
is for this reason that measures of exter-
nalities are included in the econometric
models below to further understand the
performance of this particular EU policy
in Libya. In addition, other dynamics and
forces, like the rivalry between the Hafter
and UN-supported rivalling governments
discussed earlier (Kamel, 2022) and the
Malta Declaration that provided funds to
counter migration routes from Libya to
the EU (European Council, 2017), are
captured in the data reported by ACLED
and identified in the following section where
relevant.

EU trade and crises quantified

After covering the contextual drivers and
events that took place in contemporary
Libya, we turn now to a quantitative as-
sessment that finds evidence of externalities
impacting the trade-crises dynamic in the
North African state. To do so, the analysis
models the relationship between EU trade
with Libya and crises that took place in
the country based on data availability be-
tween January 2011 and February 2025.
The trade side of this relationship is con-
cerned with the total trade, that is EU im-
ports from and exports to Libya in this
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timeframe, according to the EU s official
Eurostat database (Eurostat, 2025). On
the crises side of the dynamic, two
measures (events and fatalities) are mod-
elled against trade in two separate models,
both of which are reported by ACLED
(ACLED, 2019).

The first measure of crises is labelled
events that involve designated actors
e.g., a named rebel group, a militia, or
state forces, and importantly capture violent
and non-violent acts (ACLED, 2019). This
makes it possible to conduct comprehensive
analysis of the relationship between EU
trade and crises in Libya using such a
wide-spanning measure.

The second measure is that of fatalities,
which the source determines through the
triangulation of reporting outlets. That being
said, ACLED also cautions against the
relative accuracy of this measure. Notably,
it details how fatality numbers may be sub-
ject to bias when official, unofficial, and
media outlets compile and publish their
records. As such, this measure should be
treated as an indicator as opposed to a
definitive measure of crises (ACLED, 2019).
The findings from this model are therefore
considered with this caveat. Furthermore,
both models are subject to the caution
identified in the previous section relating
to the nature of count data when it comes
to quantifying crises, and import and export
levels when it comes to the trade side of
the dynamic in focus here.

Seven variables are also introduced to the
two models in order to capture the wider
context in which EU trade impacts crises
in Libya. These represent the externalities
of the trade-crises dynamic and indicate
the extent to which they weigh on the EU
policy of alleviating crises in Libya through
trade with the country. These seven vari-
ables capture different aspects of the Li-
byan and EU context. The first two vari-
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ables account for hydrocarbons given
the fact that they make up the majority of
Libya s economy and trade with the EU.
Specifically, these include the crude oll
(petroleum) price index and the spot price
of natural gas as reported by the World
Bank (World Bank, 2025c). This allows
for an appraisal of the extent to which the
price  a baseline market indicator  of
these commaodities of outsized importance
for Libya impact EU-Libya trade.

The third and fourth variables capture the
EU s economic relationships with other
states. Specifically, the third variable focuses
on the EUs trade relationship with the
world, once more extracted from the Eu-
rostat database (Eurostat, 2025). This en-
ables an assessment of whether fluctuations
in global levels of trade had a bearing on
the specific EU-Libya trade relationship.
The fourth variable consults the Organisation
for Economic Co-operation and Devel-
opment (OECD) for the EUs monetary
status (OECD, 2025). Specifically, this is
concerned with the Euro to US Dollar ex-
change rate to capture a market indicator
of the EU s monetary power. Of note, the
Euro area comprises 20 of the 27 EU
member states (and 28 pre-Brexit) and is
therefore not an all-encompassing measure
of the EU s monetary status. Furthermore,
the value of the Euro and the US Dollar is
subject to wider influences and determining
factors. As such, this measure should be
treated with such nuance in mind.

The remaining fifth, sixth, and seventh vari-
ables capture regional and global threats
that occurred in the 2011 to 2025 time-
frame. Specifically, these are the Israel-
Gaza War, the Russia-Ukraine War, and
the COVID-19 pandemic, each of which
attracted attention and resources away
from the EU and other countries that were
impacted by their occurrence. Here, the
European Commission s announcements
on the Israel-Gaza War (identified as having

started in October 2023 and ongoing at
the time of writing), Russia-Ukraine War
(started in February 2022 until present),
and the COVID-19 pandemic (from March
2020-March 2022) (European Commission,
2022) are used to identify and define the
start and end dates of these crises. The
details of these variables are included in
Table Al.

Both models are executed using a Poisson
regression owing to the count nature of
the crises indicators. The first model involving
EU trade and crises events in Libya, along
with the seven controls reveals a minimal
impact of trade ameliorating crises. The
results presented in Figure 3 find the Euro
per USD variable as having the biggest
negative impact on the amelioration of
crises through trade under these conditions.
That being said, this nuanced indicator is
also subject to the highest error margins
(reflected in the horizontal line either side
of the Euro_per_USD point on the graph).
This points to a relatively high degree of
caution and impreciseness concerned with
this indicator when evaluating the EU
foreign and trade policy in Libya and its
impact on crises in the country. The next
highest impactful variable with a negative
effect on crises in Libya is that concerned
with the ongoing Israel-Gaza War. This in-
dicates that the proximity of the conflict,
along with the EU s attention  resource
and focus-wise is a factor in this in-
stance.

Conversely, the Russia-Ukraine War and
the COVID-19 pandemic point to an
inverse of the trade-crises relationship.
In other words, their occurrence aligns
with decreasing levels of crises in Libya.
Furthermore, EU-World trade levels have
the smallest impact on the trade-crises
dynamic in the first model. This indicates
a negligible impact on the EU policy of
using trade to ameliorate crises events in
Libya.
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