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FOREWORD

The Annual Conference of the EuroMed Academy of Business aims to provide a
unique international forum to facilitate the exchange of cutting-edge information
through multidisciplinary presentations on building new business models for
success through innovation, competitiveness and responsibility.

It is acknowledged that the conference has established itself as one of the major
conferences of its kind in the EuroMed region, in terms of size, quality of content,
and standing of attendees. Many of the papers presented contribute significantly to
the business knowledge base.

The conference attracts hundreds of leading scholars from leading universities and
principal executives and politicians from all over the world with the participation or
intervention of Presidents, Prime Ministers, Ministers, Company CEOs, Presidents of
Chambers, and other leading figures.

This year the conference attracted over 200 people from over 50 countries.
Academics, practitioners, researchers and Doctoral students throughout the world
submitted original papers for conference presentation and for publication in this
Book. All papers and abstracts were double blind reviewed. The result of these
efforts produced empirical, conceptual and methodological papers and abstracts
involving all functional areas of business.
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Abstract

In recent years, a political, economic, commercial, social and cultural dialogue get intensified
among the Mediterranean countries. In particular, the establishment in 2008 of the Union for the
Mediterranean, under the impulse of the French Presidency, represents the last act of the Euro-
Mediterranean integration process, that binds more strongly the EU and Mediterranean

countries, in particular those of the Southern and Eastern shores.

The agriculture is an economic activity of great interest in the Mediterranean area due to the
weight of employment and the contribution to the richness it brings to certain countries. In this
work we analyze the intensity of agri-food trade among the EU Mediterranean states (Italy,
Spain, France, Greece, Cyprus, Malta and Slovenia) and the partner countries of the Southern
and Eastern shores by using the Traistaru index, widely used in literature. All agri-food
products (24 two-digit classes of the harmonized system) are examined during a 15-years
period from the Barcelona Process (1996 to 2010).

The results show, even if empirically, that some factors affect on the intensity of bilateral
trade, in particular the geographic proximity, and moreover that some products are more
sensitive on specific markets, highlighting a certain competitiveness among Mediterranean

countries.

Keywords: Trade Intensity; Agro-food products; Mediterranean countries; Euro-Med Policy
Introduction and work aim

In recent years, the political, economic, commercial social and cultural dialog, among the
Mediterranean countries, has intensified. The European Union (Eu), in particular, has made the
Mediterranean a key area of its foreign policy, generating with the countries that face a situation of

interdependence of various kinds (Castellini and Pisano, 2009).

It is due to French President Nicolas Sarkozy last act of the Euro-Mediterranean policy in 2008 with
the launch of the Union for the Mediterranean (UfM) (Bicchi, 2011), which encompasses 43 countries
including 27 Eu (Galati, 2010). The UfM continues the Barcelona Process, signed in 1995, for the
creation of a Euro-Mediterranean regional partnership with the aim to achieve by 2010 a free trade

area (Crescimanno, 2007), and the Neighbourhood Policy in 2003 (ENP) initiated by the Eu with the
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Mediterranean countries that with Caucasians ones, in order to ensure a balanced economic and social

development through the intensification of trade relations.

The agricultural has always been one of the most discussed issues in the bilateral relations between
the Eu and the countries of the region Middle East and North Africa and perhaps the one that has
prevented a full implementation of the Barcelona Process. In fact, this sector plays a key role in the
economies of Mediterranean countries, particularly the southern shore for the importance that it has
on employment and the contribution to economic growth (Crescimanno and Galati, 2009; Asciuto et
al, 2007; Hervieu 2006). In act, despite of the numerous association agreements signed between the Eu
and several non-Eu Mediterranean countries, many agricultural issues are still open. Indeed, the close
similarity between the two shores of the Mediterranean agriculture, which is associated with a marked
difference in labor costs for the benefit of the countries of the South shore, may be a gap for European

agriculture difficult to recover.

But how strong (or weak) are now agricultural trade relations between Mediterranean countries?
What is the intensity of trade in the agri-food industry and what factors influence them most? What
are the most sensitive products? In order to give answers to the questions mentioned above, this paper
aims to present a framework of agri-food trade between Eu Mediterranean countries and non-Eu
Mediterranean partner countries.. This analysis is based on the intensity of trade, in particular making

use of some indicators proposed in the international trade literature.

The remainder of the paper is as follows. The literature review is provided after the introduction in
the second chapter. The methodological approach and the data collection are explained in the chapter
three.

Literature review

In relation to the trade intensity between two countries or groups of countries there is a large
literature which are cited below the main contributions. In particular, Drysdale and Garnaut (1982)
define two approaches of study on bilateral trade: the first, developed by Linder (1961), Tinbergen
(1962) and Linnemann (1966), based on a gravity model of bilateral trade, and a second approach that
is based on the intensity of trade, which was pioneered Brown (1949) and was later developed by
Kojima (1964), Traistaru (2004), Baxter and Kouparitsas (2005), Edmond and Li (2010), Weldemicael
(2010). The index that measure the intensity of trade have been applied in several empirical studies,
including the empirical studies of Frankel and Rose (1997, 1998), to verify the eligibility of a country to
become part of an Economic and Monetary Union with specific reference to the industrialized
countries, Zhang-Yue Zhou et al. (2006), to analyze business opportunities that bind Australia to
China, Calderon et al. (2007), that extend the analysis of Frankel and Rose also to developing countries

and link the impact of trade between countries at business cycle synchronization.

Other studies have been conducted by Traistaru (op.cit.), who uses the intensity of trade as an

element of analysis for the synchronization of business cycle among the eight countries of Central
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Europe and Eu countries in order to identify benefits input costs and the former CEECs in the
eurozone; by Bernini Carri and Sassi (2009) that deal with the intensity of trade in the agricultural
sector between the Eu and Africa; by Edmonds and Li (op.cit.) that determine the extent of China's
trade with different countries of the world by comparing it with that of Japan with similar trading
partners; by Jules and Tapsoba (2010), which calculates the intensity of trade in order to verify the
synchronization of economic activities in African countries aimed at achieving a monetary union; by

De Castro (2012) that analyzes the intensity of bilateral trade between the BRIC countries and the Eu.

Methodological approach

The empirical analysis proposed in this paper makes use of indicators that measure the intensity of
agri-food trade, currently defined by the association agreements or stabilization and association
agreements between the countries of Southern and Eastern shores of the Mediterranean (Albania-ALB,
Algeria-DZA, Croatia-HRV, Egypt-EGY, Israel-ISR, Lebanon-LBN, Libya, Montenegro-, Morocco-
MOR, Occupied Palestinian Territories, Serbia, Syria-SYR, Tunisia-TUN, and Turkey-TUR) and those
of the Northern shore, Eu members (Cyprus, France, Greece, Italy, Malta, Slovenia, Spain)lo. For the
analysis have used the money flows of exports and imports taken from the United Nation Commodity
Trade Statistics Database (UNComtrade) for each of the codes making up making the agri-food
aggregate production (classes 01-24 of the harmonized nomenclature, according to the two digits
classification'’). The reference period is 1996-2010. Libya and the Palestinian Territories have been
excluded from the analysis since the statistical series relating to these two countries is very
fragmented, while the confluence of statistical data (in some years) related to Serbia and Montenegro
(SCG) has led to treat the two countries as a single aggregate. The produced analysis start from the
definition of the structural framework of the agri-food exchange among the Mediterranean countries.
In particular, for the studying of the structure of trade between each Eu member state (defined as
countries with a reporter) and Mediterranean non-Eu countries (partner countries), we analyzed the
period 2008-2010, showing for each country the products with the largest volumes of imports and

exports, and therefore more sensitive for the Euro-Mediterranean association agreements. Concerning

1 Cyprus, Malta and Slovenia joined the EU in 208 always treated as EU member states for theeenti
period (1996-2010), this choice has allowed usenfy if the input in the EU context has weakenegrothe
years or less commercial traffic of these countwéh other countries are not EU members. The dat&rade
flows are expressed in current values and refeéredCIF prices for imports and FOB prices for expor

101: Live animals; 02: Meat and edible meat offd; Fish & crustacean, mollusc & other aquatic iteferate;
04: Dairy prod; birds' eggs; natural honey; edimed nes; 05: Products of animal origin, nes oluited; 06:
Live tree & other plant; bulb, root; cut flowerce07: Edible vegetables and certain roots andr§;i88: Edible
fruit and nuts; peel of citrus fruit or melons; @offee, tea, mati and spices; 10: Cereals; 11lingibroducts,
malt, starches, inulin, wheat gluten; 12: Oil seeléagi fruits; miscell grain, seed, fruit etc; 13ac; gums,
resins & other vegetable saps & extracts; 14: \@get plaiting materials; vegetable products nes; 15
Animal/veg fats & oils & their cleavage productsc;el6: Prep of meat, fish or crustaceans, molledcs17:
Sugars and sugar confectionery; 18: Cocoa and cpceparations; 19: Prep.of cereal, flour, starchémi
pastrycooks' prod; 20: Prep of vegetable, fruitfsnar other parts of plants; 21: Miscellaneous ledib
preparations; 22: Beverages, spirits and vinedéir;Residues & waste from the food indust; preprfadder;
24: Tobacco and manufactured tobacco substitutes
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the analysis of trade intensity for each agri-food products we have analysed the 1996-2010 period. For
the calculation of the intensity of bilateral trade the level of strength and vitality of trade between two
countries, we have used the index proposed by Traistaru (1984) ( 1), applied to the flow of imports

and exports that binds Eu countries to Mediterranean non-Eu partner countries studied.

The index proposed by Traistaru (1984), is defined according to the mode as below:

0 Py = (B ttiet S )

T\SE=L X, Myt Xj ot My

Where: where Xij,t expresses the exports of country i to country j, Mijt expresses the imports of
country i from country j, Xi,t and Mi,t are, respectively, exports and total imports of country i, while,

Xj,t and Mj,t are the world's exports and imports of country j.

The analysis results, may, however, feel the effects of exchange rate between the national currency
(in this case euro for reporter countries) and that of the countries where you export, especially those
that have different currencies, but also the income level of countries including are realized the
exchanges. In this study, another important effects is related to the border trade that can generate, the

physical proximity of the countries between such exchanges are made, the flow of indirect transit.

Results

The agri-food trade in the Mediterranean basin

The analysis of the agri-food trade between the seven countries considered reporters and
Mediterranean non-Eu partner countries, has allowed the identification of the most important target
markets, both incoming and outgoing, and identify at the same time, the main agri-food trade

products.

The agri-food exports of the Eu Mediterranean countries towards the non-Eu Mediterranean partner
countries, on average in 2008-2010 period amounted to 6.05 billion dollars, compared while the import

level equal to 5.25 billion dollars (Table 1).
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Table 1 - Agn-food trade of the Eu Mediteranean countries
(average of the period 2008-2010; $)

Export Import Volume of trade Export (%) Import (%)
ltaly 1,090,405,189 1,650,652,727 2,741,057,917 39.78 60.22
France  3,531,707,360 1,866,998,321 5,398,705,682 65.42 34.58
Spain 848,880,287 1,263,005,581  2,111,885,868 40.20 59.80
Greece 377,053,177 271,644,481 648,697,658 58.12 41.88
Cyprus 78,128,576 29,923,898 108,052,475 72.31 27.69
Malta 7,673,219 14,453,260 22,126,479 34.68 65.32
Slowenia 121,475,690 148,881,649 270,357,339 44.93 55.07

TOTAL 6,055,323,501 5,245,559,919 11,300,883,420
Source: our elaboration on data UNcomtrade

The country with the highest value of exports is France (3.53 billion dollars), which also holds the
record for imports (1.87 billion dollars), showing, however, a significant propensity to export (65.42%).
Cyprus, despite the limited volume of trade, with a value of 78.13 million dollars, is the countries
reporter more inclined to export. Italy and Spain with, respectively, 2.7 and 2.1 billion of dollars, have
a second and third volumes of trade; however this countries have a dependence on imports, that for
Italy reaching a share of 60.22% and for Spain stands at 59.80% of the volume total exchange. Heavily
dependent on imports are also Slovenia and Malta, respectively for 55.07% and 65.32% of the total

trading volume.

With reference to the single agri-food codes and concerning the scenario of Italian exports, Croatia
emerges as the main market with 235.91 million dollars, followed by Turkey, with 172.61 million
dollars, and Tunisia, with 142.79 million dollars. among the products commercialized there are cereals
products (code 10), with a share of 22.42% for the Turkey and 57.76% for Tunisia (Table 2). For Italy
the Turkey is the most important imports market with 511.12 million dollars, followed by Tunisia and
Morocco. It should highlight how the three main markets in question represented by the fresh fishery

products (code 03) which, in particular, in the case of Morocco, occupies the largest share of imports
(50.87%) (Table 3).

For France, major trading partners are Algeria, with 1.53 billion USD, Morocco, with 716.66 million
dollars, and Egypt, with 510.32 million dollars; for these markets, the largest share of exports concerns
the same agri-food products represented by the cereals, respectively, 68.29%, 67.96% and 68.25%
(Table 2). On the import side, it stands the figure of Morocco (982.67 million dollars), followed by
Turkey (447.38 million dollars) and Israel (220.25 million dollars). In particular, in the relationship
with the Morocco, the edible vegetable products intercept the largest share, accounting for 50.43% of
imports (Table 3).

Regarding to the Spanish scenario, as regards exports, the figure stands out among all of Algeria
with 248.80 million dollars accounts for 29.39% total exports in the period considered (2008-2010),
followed by the Morocco with 208.57 million dollars and Tunisia with 80.11 million dollars. It is
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interesting to underline how the animal and vegetable fats (code 15), represents an element shared
among these three Spanish partners, respectively, showing a weight of 21.97%, of 11.06% and 16.18%
(Table 2). As regards imports, the main supply market for Spain is Morocco, which has only an
intercept value of imports amounted to 861.66 million dollars; the codes with the greatest impact are
the "fresh fishery products” for 57% and 59%, the "edible vegetables", for 21.21% and "Meet, fish and
seafood" for 9.37%, with Turkey and Tunisia.

As regards Greece, the major markets for exports are Albania, with 122.30 million dollars, Turkey,
with 82.55 million dollars and Algeria, with 45.48 million dollars. The code 24, regarding the tobacco
and manufactured tobacco substitutes, is the one most important, in particular for Algeria, with a
weight of 63.30% (Table 2). With regard to imports, the main markets are the Turkey, with 157.33
million dollars, Egypt, with 47.43 million dollars, and Morocco, with 20.21 million dollars; the main
agri-food segments are, respectively, the fresh fishery products (24.82%), edible vegetables (76.30%)
and ornamental plants (code 06) (92.37%) (Tab.3).

Regarding Cyprus, Syria is the most important partner for the export, to which there is, for the 24
codes of agri-food products, the volume of exports amounted to 24.9 billion dollars. The Tobacco
covers the greater the weight (96.36%), followed by vegetable fruits nut food preparation (code 20),
and animal, vegetables fats and oils (code 15), presenting a weight less than 2%. Lebanon, with 21.96
million dollars, and Egypt, with 16.56 million dollars, representing, respectively, the second and the
third reference market for Cyprus. The main market for the imports is Israel (14.68 million U.S.
dollars), to intercept the largest slice are the edible fruit (23.59%) followed by edible vegetables
(21.27%) and ornamental plants (18.87%); important is the position occupied by Egypt (6.83 million
dollars) and Lebanon (3.60 million U.S. dollars).

Regarding Malta, you may encounter, as the main market for exports, Tunisia, in fact, with a weight
of total exports over the period 2008-2010, amounting to 37.56% (2.88 million dollars), stands on Egypt
(2.05 million dollars) and Turkey (1.03 million dollars). Regarding Tunisia, it are the cereals that
intercept the biggest share in exports of 89.24%, followed by 5.98% and 2.68% respectively, the classes
fresh fishery products and beverages (code 22) (Table 2). On the import side, the focus markets
including Malta, Morocco stands out with 7.07 million dollars for which, among agri-food sector, there
was a strong interest for the products of animal origin (58.27%), followed by Turkey with 2.62 million

dollars and Egypt with 2.05 million dollars.

Finally, concerning the Slovenia, it is clear, as concern exports, that primacy belongs again to Croatia
(92.79 million dollars), followed by Serbia and Montenegro and Albania, these partners are united by
the important impact of the codes 22, related to beverages, and 21 concerning the miscellaneous edible
preparations weighing, respectively, 21.28% and 12.27% for Croatia, of 23.47% and 35.76% for Serbia
and Montenegro and, finally, of 20.08% and of 62.18% for Albania. Regarding imports, the main
supply Slovenian market is Croatia, for which there is a value of imports amounted to 127.77 million

dollars, followed with a much lower weight, Turkey and Morocco. Among the agri-food codes
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considered, appreciably affect the miscellaneous edible preparations, with regard to Croatia, with a
weight of 17.72%, followed by the edible fruits (48.54%) and edible vegetables (41, 08%), in relation to
Turkey and Morocco (Table 3).

The intensity of the agri-food trade in the Mediterranean basin

The Traistaru index calculated for 1996-2010 period shows the intensity of agri-food trade among
the countries of the Mediterranean basin; which is the level of intensity of trade that links the various
countries and what are the agri-food products holding more weight in terms of trade compared to

world trade of these countries.

The Italian position is rather diversified, as the factors that influence the intensity of trade are
numerous and in some cases difficult to be isolated. The index of Traistaru, in 13 of the agri-food
products, does not exceed the value of one, and for no codes exceeds the value of 5. In detail we have
that relationship with Morocco and Tunisia has significant intensity of trade in fish products, with
Egypt for edible vegetables, with Turkey, for edible fruits and various milled products and starches,
with Israel, for seed oleaginous fruits, with Tunisia, for animal and vegetable fats, with Serbia and
Croatia, for sugar and sugar-based products, and finally with Israel for cocoa and cocoa preparations.
Overall, the greater intensity of exchanges linking Italy to Turkey, Tunisia and Croatia (Table 4 and
Figure 1).

For the France, the most important variable in determining the intensity of trade historical links with
the former colonies such as Morocco and Algeria. In fact, Morocco is the most representative partners
for the French agri-food trade, at least in terms of intensity of bilateral trade and even of world trade;

the most important products are edible vegetables for Morocco (6,98) and cereals for Algeria (4.20).

Spain, in the period in question, has the strongest trade links with Morocco highlighting that in this
case, the geographical distance assumes greater importance to the variables that can affect the
intensity of trade between two countries. In fact, for 5 agri-food classes and exactly fishery products,
live three and other plants, edible vegetables, oil seed and preparation of meat (classes “03, 06, 07, 12
and 16, respectively”) the index of Traistaru is positioned at the highest level and then considered in
all partner countries, Morocco has a privileged role. There is also a strong intensity with Algeria for
milling products (4.20) and with Israel for sugars and sugar confectionery (1.28). Overall, the greater

intensity of exchanges linking Spain to Morocco, Turkey and Tunisia.

Greece has a very strong intensity of trade with Albania and Turkey, demonstrating empirically that
geographical proximity is again an element that has a decisive bearing on the exchange of the two
countries. The highest index is recording with Albania as part of processed products and in particular
in the milling products (8.41) and beverages (2.48 ). Have very strong bilateral trade with Serbia and
Montenegro in the field of sugar and derivates (2.83), with Egypt for vegetables (2.70) and with
Turkey for fishery products (2.46).
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The small republic of Cyprus, however politically divided in two, has not generally a significant
intensity of trade at least for most of the codes comprising the agri-food industry, as evidenced by the

value of the Traistaru which is maintained at rather low levels.

The role of Malta is even less effective, the exchange is notable only by Egypt and Morocco, as with
a generic voice-which includes various food preparations-with an index value of 2.31 and 1
respectively , and with Serbia and Montenegro for sugars and sugar-based products (2.61). In all other

cases the value of the index is below the 1.

Most active is the commercial weight of Slovenia, which is characterized by strong ties with Croatia,
its partner in more than 20 agri-food codes. The exchange is lively for preparations of cereals, flour
etc.. (10.13), followed by prepared meat and fish (8.64), and at the third place the animal and vegetable
oils and fats (8.06). According to Slovenian partners but are far behind Serbia and Montenegro for
trade in dairy products and vegetables. Trade with countries of the southern Mediterranean are very

weak.

Selecting for Italy, France, Spain and Greece the first three items in which the Traistaru index
presents the highest value in respect of each partner country it has been possible to identify the
products most sensitive and for which there might be more competitiveness inside the Eu

Mediterranean countries.

In particular, Italy, with eight out of eleven Mediterranean partner countries has a significant
intensity of exchange of products of milling products (code 11), with five countries for sugar and

products made of sugar (code 17).

At the same time contending with France and Spain on the Albanian market of sugar and with Spain
and Greece that of milling products etc.. A similar competition emerges for the Algerian market with
France and Greece on cereals and edible vegetables, with Spain and Greece on Tunisia for the fish

products, and the same with Spain and France, for the animal and vegetable fats.

France has a higher intensity of trade for sugar and cereals with five of the eleven partner countries
examined, Spain with eight out of eleven countries for voice sugars and Greece with four countries,

Algeria, Egypt, Israel and Serbia for tobacco.

Finally, it is interesting to note that the top three traded codes do not include meat and edible meat.

Conclusion

The results reported in this work indicate that among all the countries bordering the Mediterranean
there is an intensive agri-food trade. This intensity of trade is also due to the Euro-Mediterranean

policy conducted by the European Union and starting with the Barcelona Process.

France holds a very important role in the agri-food trade, in fact it is the country with the largest
volume of trade and a good export potential to countries of the Southern Mediterranean, followed

Italy and Spain, but in this two countries the value of the import is more than the export one.
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The index of Traistaru used to calculate the intensity of bilateral trade in the period 1996-2010,
indicates empirically that the intensity of trade is stronger between those countries that are
geographically closest, as is the case of Spain and Morocco, Greece and Albania, Italy and Tunisia,

Syria and Cyprus, Slovenia and Croatia or those with cultural affinities as France and Algeria.

Moreover, the index calculated for each individual item of the seven Eu Mediterranean countries
and eleven Mediterranean non-Eu partner countries, has emphasized that for some codes the intensity
of trade is stronger, it is especially fish products, sugar and dairy products, cereals, vegetables

products.

Finally, selecting for Italy, France, Spain and Greece the first three items in which the agribusiness
index Traistaru presents the highest values with respect to each partner country, it was possible to

identify the most sensitive products and for which there might be more competitiveness.

Italy, for example, with eight Mediterranean extra Ue partner countries has a significant intensity of
exchange of products of the milling industry, malt, starches, etc.., and it contends the market with

France, Spain or Greece.

Similar scenarios are found for other Eu countries.
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