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Abstract— This article measures the advantage granted Mediterranean countries are concerned. Given the
by the European Union to different Mediterranean complexity of the European system of protection for
countries in the fruit and vegetables sector in the fruit and vegetables, computing number of tariffie$
framework of the Euro-Mediterranean Association with preferential regime is not sufficient to compa
Agreements. The advantage of each country are the level of preference granted to each Mediteamne
evaluated by calculating the value of the preferefdl .o ntry. Indeed, the tariff concessions conceriouar
margins, which compares the amount of the customs ;o\, nents (ad valorem duties, specific dutiesrEn
duties paid by an exporting country with the amountof . : :

Price System), some of which are only applied to a

the duties this country would have paid if it had mt . . .
enjoyed tariff preferences. The situation of the limited volume of trade and to certain period oé th

Mediterranean countries appears to be highly unequa Y€ar. _ o
in terms of the advantages granted by the EU in théuit The aim of this article is to evaluate the advaatag
and vegetables sector. The progress of bilateral resulting from the preferences granted by the EU to
negotiations and the export structure in each couny  the different Mediterranean countries. We calculate
explain the significant variations in preferentialmargins  what is referred to as the value of preferentiaigimes,
from one Mediterranean country to the next. These \hich compares the amount of customs duties paid by
results allow us to discuss the potential impactsfea  guntries supplying the EU with the amount of
liberalisation of fruit and vegetable trade within the customs duties these countries would have paleeif t
Eulimiféganeagjfonrﬁéditerranean agreements did not benefit from tariff preferences. This
preferential margin, fruit and vegetables. calculatlon_ measures the extent of the gains lirtked
the allocation of preferences by the EU enjoyedhay
different exporting countries (Yamazaki 1996 [1],
l. INTRODUCTION Tangermann 2002 [2], Cipollina and Salvatici 2007

The Mediterranean countries are involved in Grethe et al (2005) [4] already calculated the eslu

preferential agreements with the European Union ig¢ nreferential margins of Mediterranean countoes
the framework of the Euro-Mediterranean process. A§« EU market for all agricultural products, at the

such, they enjoy tariff concessions for accessh&o taggregated level. In this paper, we propose a more

Community market, especially within the fruit andyisagqregated estimation of these values on thie fru
vegetable sector, which are their main exportsheo t 4 vegetable sector, taking into account the

European market. As each agreement IS DbeiNGagonaiity of tariffs and trade and the different
negotiated separately, there is a significant degfe ;g ments of protection (tariffs quotas, Entrycer
heterogeneity among Mediterranean Countries in th§ystem), at the product level. We also propose an
level of protection applied by the EU for fruit and o) pianation of the differences of value of preféiegn

vegetables. Israel, for example, only benefits ToMy,14in petween Mediterranean countries. We show

preferential regime for 20% of tariffs lines, whese ognecially that export structure of Mediterranean
more than 70% of tariffs lines of the other
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countries explain to a large extent the variatiothe  Figure 1). The amount of this specific duty is dgoa
level of the margins within the Mediterranean zonethe difference between the import price and trggert
As euromediterranean agreements are about to pdce. Finally, when the import price is lower than
renegotiated, we also discuss in this paper thentiat  92% of the trigger price, then a specific dutyiied
effect of an enhancement of tariffs preferences faand is equal to the “maximum specific duty” fixed b
Mediterranean countries in the fruit and vegetabléhe EU (case 3 in Figure 1).
sector. We measure the impact of harmonisation of
preferences within the Mediterranean area in otad b
see how the Mediterranean countries would -
affected in case of a trade liberalisation proceih e
the European Union in the fruit and vegetablesasg ™™
that would move from a bilateral to a regional sohe

The remainder of the paper is structured as foll
In the first, we quickly present the main charastas __ 2%

Trigger Price

of the EU protection system. In the second, weqmk P Y]
the calculations of the values of preferential nres
which we performed for all suppliers of the Eurap
market. In the third section, of the article, weplain
the level of the margins within the Mediterraneana
with differences in export structure and degree p 2 2
European preferences. Finally, in the final sectia Py, <P 92% Py, <Pp<Py, Pe <92% Py
calculate the modified value of preferential masgim

the event of a harmonisation of European customs
duties vis-a-vis the Mediterranean countries.

Ad Valorem Duty £ (%) ‘

=P
\ Specific \

(2178 -
Maximum
SPE (€kg) Specific

| SPEy

(Elkg)

Fig. 1 The Entry Price system

Variations, over the year, in the tariff levels are
another characteristic of the EU’s fruit and vepks
II. THE EU’'S PROTECTION SYSTEM FOR  protection system. This seasonality of the probecti
FRUIT AND VEGETABLES is related to the production calendar of the Eldekd,
ad valorem duties and also trigger prices vary tver
Most fruit and vegetables exported to the EU argear from one product to another.
subject to ad-valorem duties (in percentage) abagel  The preferences granted by the EU to its different
specific duties (in €/kg). Furthermore, for a numbe partners in the framework of its preferential
products considered “sensitivethe European Union agreements involve the different protection tocisdi
has implemented a system of special protectioedall by the EU. Thus, preferences can consist in a
“the Entry Price System” in order to limit price reduction (or elimination) of the ad valorem dutya
fluctuations and to avoid the presence on the E&op reduction of the trigger price, or, for the produthat
Market of goods whose prices are too low. In thisire not subject to the entry-price system, in aictdn
system, the level of the duties depends on the limpar elimination of the specific duties. Furthermore,
price of the product. The European Union defines, f these ad valorem or specific duty concessions can
each product, a threshold price, also called “&#igg either be extended to all goods imported from the
price”. In cases when the import price is higheant partner country, or limited in volume, in the
this threshold price, only an ad valorem duty ipleal  framework of tariff quotas. Trigger prices, however
(case 1 in Figure 1). But when the import price igan only be reduced within quota limits. It must be
lower than the trigger price, then a specific disty noted that in cases where a tariff quota systertiezpp
levied in addition to the ad valorem duty (casen2 iimports out of quota can also benefit from tariff
preferences, though they are not as significati@se
1.Tomatoes, Cucumbers and gherkins, Artichokes, Gitegy granted within the quota.

Oranges, Tangerines, Clementines, Lemons and LiAmgses,
Pears, Apricots, Cherries, Peaches, Prunes ané&rap
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Ill. PREFERENTIAL MARGINS — For products subject to an Entry Price System we
CALCULATING GAINS IN RELATION TO used the data for the Standard Import Valte
TARIFF PREFERENCES calculate the value of the specific duties applied

each origin for the different months of 2004, takin
The value of preferential margins corresponds €o thinto account the MFN or preferential trigger prices

gains resulting from the reduction in customs dutienecessary. In the case of products benefiting from
granted by the EU to a country. It is equal to th&everal EU  preferences, our calculations
difference between the duties in euros that th@tpu systematically considered the highest preference
would have paid for its exports towards the EUtif iTable f presents the sum of values of preferential
did not enjoy any preferences and the duties dgtualmargins for each zone of suppliers.
paid for the same volume of exports while bendditin - The signatories of the Africa Caribbean Pacific
from the tariff concessions. It can be calculatéthw agreements appear to be the main beneficiarielseof t

the following expression: ‘ preferences allocated by the EU, as they colleét 64
MV =Z(MFNk—t,§ )X|L of the total value of preferential margins wherteey
k represent only 8% of EU imports. The countrieshia t

where | is the exporting country toward EU, k ie th Mediterranean zone collect 19% of the total valfie o

product, MFNk s the MFN rate applied by EU to the Preferential margins allocated by the EU. Table 2
t. _ _ ~ presents the details for each Mediterranean country

product k, *is the tariff applied by EU to country j,  Among the Mediterranean countries, Turkey,
on product k. Morocco, Egypt and Israel collect the vast majoaty

We assume here that the preferences affe value of preferential margins in the Mediteeam
systematically used by the exporting countriesthatl zone (96% in total Table 2). Of these countries,
they always collect the gains generated by thglorocco is the main beneficiary of the preferences,
preferences. This assumption is plausible (Bureali areceiving 41% of this value which is higher thas it
Gallezot 2005, Bureau et al 2007), but the gainshare in the total trade within the zone (24.4%).
resulting from the allocation of preferences mayl® Turkey collects 34% of the margin which, although a
collected by the exporting countries, in particulalarge sum, is nevertheless lower than its sharéhef
when tariff contingents are applied. Thus the vaifie EU market (45% of imports from the zone). Similarly
preferential margins must be considered as a patentthe proportion of the preferential margin receivsd
rather than an effective gain resulting from tariff |srael (11%) is lower than its share of export€£4).8
preferences. Few products benefit from the preferences inside of

The protection and trade databases (TARIC anghe Entry Price System (tomatoes, cucumbers,
COMEXT), which are not classified using the sameourgettes, clementines and oranges in Morocco,
nomenclature, were first harmonised in order t@iobt oranges in Egypt and Israel), but they represéatge
values of preferential margins at level NC8 forfeacproportion of both the trade in these countries thed
month of the year. For products subject to tafifsalue of their preferential margins on the EU marke
quotas, we took into consideration the rate ofTable 3). 62% of the value of preferential margims

fulfiment of these quotas for each period ofMorocco results from products enjoying preferential
application in order to obtain a precise calculatod

the duties paid when the preferences were apptied.

: ; e ; 2.These values correspond to average import pricésilated
Instance, .If the quota is filled, the margin foreth daily by the European Commission for each product @ach
product with quota origin

MV, :(MFNk—tEjhH(MFNk—tFQ‘jXij —Q;() 3.This hypothesis is debatable insofar as certairfepstial
9 i HOL regimes are systematically preferred to otherqairticular due
wheret,? is the tariff quota rate for K, ' is the to origin regulations, even if they do not provithe largest
reduction in customs duties (Bureau et al 2[5}
4.The preferential margin of the new EU member stéesot
calculated as these countries joined the EU in 2004
5. We do not have any export data for Palestine

tariff out of quota an(Q,i( is the level of the quota.
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trigger prices whereas these products only reptesefurkey and Israel collect a large proportion of the

51% of its exports. value of preferential margirndV granted by the EU to
The values of preferential margins granted by théhe Mediterranean zone (Table 2). Nevertheless,

EU to each of its supplier countries are highlycompared to the total value of their fruit and

dependent on their level of exportation. Hencesd¢he vegetables exports to EU, these benefits are much

values do not allow us to compare the advantagéswer than that of other countries, indicating ttietse

granted to the different countries through the |Baem two countries benefits less from the preferencetgch

preferences. Dividing the values of preferentiaby the EU than the other Mediterranean countries.

margins by the value of exports for each exportingeebanon, to which the EU grants reductions or even

country eliminates this “size” effect. The valueexemptions of duties for a large majority of its

obtained, which we refer to as the weightedroducts, also records a relatively low weighted

preferential margitMyegr, €nables us to compare thepreferential margin.

preferences granted by the EU by relating each Egypt and Morocco, record high weighted

country’s gain resulting from the tariff preferesc® preferential margins, indicating that the gains

its exports to the EU. generated by the tariff reductions granted by thke E
Comparing the weighted preferential mardihgiqx  are relatively large in relation to their exporihe

of the different zones of supplier countries (Feg@) country with the highest weighted margin (22%) is

again highlights the high level of preference egppy Jordan. Although it collects only 1% of the overall

by the ACP countries on the EU market. The margimargins received by the entire Mediterranean zone,

represents more than 60% of the value of their ggpo this value is high in relation to the volume of its

Globally speaking, the Mediterranean countries netco exports to the EU.

relatively weak weighted gains compared to the rothe

zones, 8% only. The extent of the value of preféaén

margins in this zone (Table 2) can be explainethby

volume of its exports to the European market (the

“size” effect).

Table 1 Values of preferential margins grantedigyEU to its different suppliers in the fruit anegetables sector, 2004

Value 01_‘ Proportion of total Value of exports
preferential . )
P, preferential to the EU (in Share of
margin (in )
margin granted by thousands of = European market
thousands of
the EU euros)
euros)

Countries benefiting from no preferences 0 0% 1996 17%

Countries benefiting from the GSP 50,220 5% 3,082,6 27%
ACP countries 593,495 64% 934,349 8%

Least developed countries 8,999 1% 164,323 1%
Mediterranean countries 178,518 19% 2,454,448 21%
Countries enjoying a preference W|th|n the 2151 0% 16 149 0%
framework of the neighbourhood policy
Countries benefiting from other bilateral 76,405 8% 2.857.750 2506
agreements

Overseas territories 44 0% 440 0%
Balkan countries 18,195 2% 145,276 1%
TOTAL 928,025 100% 11,662,331 100%

QOur calculations based on MEDITAR and COMEXT
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Table 2 Values of preferential margins grantedigyEU to the Mediterranean countries in the frod segetables
sector, 2004

Value of preferential Proportion of total ~ Value of exports to the

margin (in thousands of preferential margin EU (in thousands of Share of European

euros) granted by the EU euros) market
Algeria 618 0% 12,663 1%
Egypt 18,493 10% 218,010 9%
Israel 19,665 11% 439,670 18%
Jordan 1,156 1% 5,317 0%
Lebanon 44 0% 830 0%
Morocco 72,446 41% 598,824 24%
Syria 383 0% 5,872 0%
Tunisia 4,959 3% 76,493 3%
Turkey 60,753 34% 1,096,768 45%
TOTAL 178,517 100% 2,454,448 100%

Our calculations based on MEDITAR and COMEXT

Table 3 Share of products with preferential triggegces as a proportion of the value of preferémtiargin in Morocco,
Egypt and Israel, 2004

Share of products with preferential
trigger prices as a proportion of
the total value of preferential

Value of preferential margin
resulting from products with
preferential trigger prices

Total value of the
preferential margin
(thousands of €)

(thousands of €) margin
Egypt 3,109 18,493 17%
Israel 1,620 19,665 8%
Morocco 44,640 72,446 62%
Our calculations based on MEDITAR and COMEXT
M
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Figure 2. Weighted preferential margin on the EUkatper supplier zone in the fruit and vegetabksstor, 2004
Our calculations based on MEDITAR and COMEXT
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Figure 3. Weighted preferential margin on the EUketfor different Mediterranean countries, 2004
Our calculations based on MEDITAR and COMEXT

IV. THE DIFFERENCES IN WEIGHTED

PREFERENTIAL MARGINS ARE FOR THE )y = MV _ValueDuties,,, ValueDuties,
MOST PART EXPLAINED BY THE EXPORT " " Exp Ep ~  Exp
STRUCTURE

: . The MFN duties which would theoretically be paid
Jordan, Morocco and Egypt are the countries WhICB y he P

draw the greatest gain from the preferences granted y Lebanon and Turkey are particularly low (5% and
% tively, Fi 4). Th k ight
the EU in the fruit and vegetables sector. Th6 6 respectively, Figure 4) e weak weighted

; d by the EU he Leb _preferential margin in these countries is therefore
preferences granted by the to the Lebanon peovi xplained by their specialisation in exports ofdarcts

I W'th on_Iy limited gains, although it enjoys subject to low taxation in the framework of
reductions in customs duties on numerous products, ijateral agreements (hazelnuts, dried fruitsck
Low weighted preferential margin@yeg: may result peas and lentils in Turkey; dried pod vegetables in

from one of'two factors: either.the countrigs em.)orLebaLnon). It is therefore the export structure hafse
products which are already subject to relativetteli countries which is the root cause of their Mgy, a

taxation within the framework of multilateral henomenon similar to what Bougt et al (2005) [6]

agreements (low MFN duties), or the duties app"eaalled the “structure effect”. We may also obsdhat

inside the preferences remain high despite theghanon pays no customs duties to enter the Eunopea
preferences.

L market and that the duties paid by Turkey are also
In order to distinguish between these two factorg,ery low P y y

we breakdown the expression of weighted preferentia 1o «structure” effect also explains the high
margin - Muegy into two  component:  the first weighted preferential margin®yeg observed for
cor_respon_ds to the value, welght_ed_ by trade, of t. gypt, Morocco and Jordan. Without preferences,
duties which would have been paid if the countty di,oce countries would pay particularly high duties
not benefit from preferences; the second correspon pon entering the European market (12, 16 and 27%

to _the value, weighted by trade, of the duti(_as ait;tu_ f their trade) whereas, thanks to the tariff prefiees,
paid by the country when the preference is applie hey pay only relatively small duties which are

giving: nevertheless higher than those paid by Turkey or
Lebanon. Specialisation in exporting products with
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m Duties which would be paid if the country did not benefit from tariff preferences, weighted by exports
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m Freferential margin, weighted by exports

Figure 4. Percentage of duties, weighted by trpdig by the Mediterranean countries, 2004
Our calculations based on MEDITAR and COMEXT

high MFN duties (various fresh vegetables, potgtoesMFN protection for which they enjoy large
i.e. the structure of their foreign trade, is tliere the preferences, could moreover suffer negative effiacts
reason for the higM.egy in these three countries. In The latter, specialised in exporting products vhitih

the case of Israel, the “structure effect” has oaly rates of MFN protection for which they enjoy large
limited impact on the weighted preferential marginpreferences, could moreover suffer negative effiects
Muweign. Without the benefit of preferences, this countrythe event of reductions in consolidated dutieshia t
would pay average weighted duties similar to thostamework of multilateral negotiations. These
paid by Algeria, Tunisia or Syria. The explanatfon reductions could reduce their advantage on the
the poor weighted preferential margin of this coyunt European market by eroding their preferential
lies more in the low level of preferences allocated  margins. These three countries would consequently

These results allow us to evaluate the extent toenefit if the bilateral negotiations were to résalan
which the different Mediterranean countries might b increase in the current preferences, but would tage
affected by the liberalisation of the fruit and e&gple in the event of a generalisation of European
trade. Countries which primarily export productshwi preferences to other suppliers in the frameworthef
low MFN duties, such as Turkey or Lebanon, alreadWTO.
pay few or no duties when entering the European
market. The room for liberalisation is thereforaited
in these countries: a reduction in EU customs dutie
would have only a very limited impact on their
exports.

An increase in tariff concessions would have a
greater impact in countries which, despite their grop this analysis of the margins structure, what
preferences, currently pay the highest dutiesd0ess ., e conclude about a deeper liberalization for
to the European market, i.e. Israel, Algeria andiSia Mediterranean Countries? What is the room of
as well as Jordan, Morocco and Egypt. The lattef,nqeuyre? Which benefits can they expect? The on-
specialised in exporting products with high rates 0 5ing negotiations are about the enlargement of the

V. VARIATION IN PREFERENTIAL
MARGINS IN THE EVENT OF THE
STANDARDISATION OF CUSTOMS
DUTIES IN THE MEDITERRANEAN ZONE

12" Congress of the European Association of Agricalt@iconomists — EAAE 2008



quotas or of the preferential “windows”. Neverttssle when importing to the European market and that
a radical manner to measure the impact of a greategypt and Morocco primarily export products which
liberalization is to align, product by product, #le enjoy significant preferences, in particular prefdial
tariffs on the “most favoured tariffs” applied blget trigger prices, thus explaining why the alignmeft o
EU to the Mediterranean countries. Thus, in thipreferences in Mediterranean countries would not
scenario, the duties applied to each Mediterranegrovide additional preferences for these countries
country correspond to the highest preferehtieat the

EU has granted within the zone. Hence, we calculate
the new value of preferential margin in the evena o
harmonisation of preferences in the Mediterranean

basin and we compare them with those of the curregisq ssing the potential impacts of trade libezdiis

situation, the structure of exports being equalbl@a in the fruit and vegetables sector have been el

4). for each country in the Mediterranean zone: thellev
of preferential margins and the value of duties

VI. CONCLUSION

Two elements which provide a platform for

Table 4. Percentage increase in the value of efial

margin in each country assuming a generalisatidhef
preferences granted to all countries in the Meditezan
zone, calculated using data from 2004
% increase in

currently paid to enter the EU market. The smaler
preferential margins and the higher the value diedu
paid, the greater the impact of a reduction in Ream
customs duties on the exports of these countriegdvo

value of be.
preferential Lebanon and Turkey, which enjoy tariff
margin concessions for most products, do not benefit from
Lebanon 0% | f tial ins f to the E
00 arge preferential margins for access to the Ewanpe
Egypt . market. These countries primarily export products
Morocco 13% subject to low taxation in the framework of
Syria 16% ltilateral t ing that th i
9 multilateral agreements, meaning that they gairy ver
Turkey 25 N little from their preferences. As they pay veryléif or
Jordan 26()”’ even nothing, in terms of customs duties, tradbése
Tunisia 420A’ countries would experience very little change if
Israel 5604’ European customs duties were reduced.
Algeria o7% Egypt, Morocco and Jordan, on the other hand,

Our calculations based on MEDITAR and COMEXT enjoy large preferential margins from the European

Union. These countries export products with high

Algeria, Israel and Tunisia would gain the mostMFN duties, for which the EU grants significantiffar
from this scenario. These countries enjoy prefexgncreductions. As these three countries pay high ousto
on a relatively small number of products and theiduties, a reduction in these duties could imprdnert
current weighted preferential margins are relagivel already highly favourable access to the European
limited. Aligning their preferences with those ofmarket.
Morocco and Tunisia would lead to a significant The preferential margins of Israel on the EU market
increase in the value of their preferential marginare small in relation to the other Mediterranean
Lebanon, Egypt and Morocco, on the other hand;ountries. This country enjoys only very few
would only experience a very small increase in thereferences, mostly limited in quantity. It is thfere
value of their preferential margin in the eventaf the country which would theoretically be most
harmonisation of preferences. These countries dyreaaffected by trade liberalisation within the zone.
benefit from tariff concessions for most produdtte A harmonization of preferences within the
have also seen that Lebanon pays almost no dutiskediterranean area or a fall in MFN duties would
have a negative effect in Morocco, Jordan and Egypt
Indeed, these countries, that have the highest

6. Consequently, we apply the preferential triggeicgs to all
countries in the zone for the products concerned.
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preferences and that export products with high MFM. Grethe, H., Nolte, S. and Tangermann, S. (2005¢ Th
duties, could have their preferences eroded bynadi development and future of EU agricultural trade

or multilateral reductions of duties. preferences for North-African and Near-East coestri
Paper prepared for presentation at the 99th seroihar
the EAAE, “The Future of Rural Europe in the Global

REFERENCES Agri-Food System”.
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