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Executive summary
The EU‐Libya Sustainability Impact assessment has been prepared by an independent research
consortium led by DEVELOPMENT Solutions, with consortium partners at the Centre for
Economic Policy Research, the Institute for Development Policy and Management in the School
Environment and Development at the University of Manchester and MEC International, for the
European Commission Directorate‐General for Trade. This report follows the Handbook for Trade
Sustainability Impact Assessment (2006) to provide an independent assessment of the likely
economic, social and environmental impacts of a Free Trade Agreement between the European
Union, and its member states, and the Great Socialist People's Libyan Arab Jamahiriya (herein
referred to as Libya), using contemporary quantitative and qualitative assessment tools.
These tools assess the three dimensions of sustainable trade according to nine core
sustainability indicators: real income, fixed capital formation, employment, biodiversity,
environmental quality, natural resource stocks, poverty, equity and health and education.
In line with the handbook, this report proposes a number of policy recommendations designed
to guide EU trade policy makers on how the positive and negative sustainability impacts
identified in the report can be enhanced, mitigated or reduced accordingly.
There are eleven sections in this report. Section one provides an introduction to the EU‐Libya SIA
and an overview of the study methodology.
Sections two to four of the report address the relatively limited information available on existing
economic and trade, social and environmental characteristics in Libya. This research informs
the impact assessment of current baseline conditions and the ‘business as usual’ situation in the
absence of an FTA between the parties.
Section five explains the economic modelling method and trade liberalisation scenarios used in
the SIA research. This research employs a global, multi‐regional, multi‐sectoral computable
general equilibrium (CGE) model to measure long run and short run macroeconomic and sectoral
output changes of trade liberalisation from the following two liberalisation scenarios:
‘Modest liberalisation’

90% reduction of tariffs
50% liberalisation of services
1% reduction of producer costs through
trade facilitation measures

‘Ambitious liberalisation’

97% reduction of tariffs
75% liberalisation of services
3% reduction of producer costs through
trade facilitation measures

The modelling analysis in section five reveals positive real income effects arising from an EU‐
Libya FTA for both the EU and Libya by 2018, with the greatest effects observed under the long‐
run ambitious scenario.
The economic effects in the EU are more modest. Under the ambitious scenario, taking into
account long‐run effects, real income in the EU is predicted to increase by less than 0.1 per cent,
or €2,876 million.
For Libya, the economic effects are more visible, reflecting the large size differential between the
two economies. An FTA is expected to result in an increase in real income by up to 6 per cent, or
1
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€514 million. Real wages for skilled and unskilled workers are expected to increase on average by
up to 3.8 per cent under the ambitious scenario, with the largest gains coming from the
petrochemical and construction sectors. Exports to the EU are predicted to grow by up to 7.8
per cent on average across all sectors, with imports from the EU growing by up to 15.3 per cent.
On a sectoral basis, the energy sector in Libya is predicted to increase by up to 6 per cent, along
with growth in construction, trade and distribution services. In the face of increased competition
from the EU, manufacturing is expected to decrease by up to 2.5 per cent, commercial services
by 4 per cent and food processing by one per cent. Foreign direct investment in Libya is
expected to increase as a result of the FTA, accounting for as much as five per cent of GDP
growth from the agreement.
Section six of the report outlines the expected economic, social and environmental
sustainability impacts arising from an FTA in the EU and Libya. Impacts were assessed using
quantitative and qualitative analysis tools, namely economic modelling (using the highest level of
impact under the different liberalisation scenarios), causal chain analysis and consultation with
stakeholders and the public.
Limited social and environmental impacts are expected in the EU from an FTA with Libya given
the EU’s advanced social and environmental institutions and its comparative economic size.
Nonetheless, positive economic impacts are expected on a sectoral basis.
Positive:




Increased commercial opportunities for EU SMEs through reduced barriers to
key service sectors, particularly in the energy, finance, tourism, construction
and retail sectors.
Greater energy security for EU consumers though enhanced integration with
Libyan supplies.

In contrast, impacts in Libya are more distinct and occur across economic, social and
environmental dimensions of sustainable development. Key impacts identified include:
Positive:








Negative:




Increased foreign direct investment will raise national real income by up to 6.1
per cent, with an associated net increase in household incomes over the
longer term, leading to an enhancement of overall social welfare
Expansion of the oil and gas industry in Libya, leading to technological
upgrading and increased productivity and wages
Services liberalisation, especially in the increasingly important
telecommunication and financial services sectors will accelerate development
in other areas of the Libyan economy.
The liberalisation of environmental services and accelerated trade in
agricultural and non‐agricultural goods will have potentially beneficial
environmental effects though a competitive shift towards more efficient
production methods.
Increased employment of skilled women in the expanding tertiary sector due
to high participation levels in formal education, as well as unskilled women
entering the expanding tourism sector.
Increased pressure on Libya’s environment resulting from an expansion of oil
and gas extractive industries, construction sector and tourism industry,
particularly the overuse of water.
An increased risk of social tension resulting from the expanded use of migrant
labour in the construction sector and small scale local retailers adversely
affected by competition from foreign firms.
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Greater imports of food from the EU may lead to a contraction of the
agriculture sector, resulting in a decrease in employment of women and
household incomes in rural areas.
Accelerated rate of depletion of oil and gas reserves, increasing the need for
diversification.

Section seven of the report proposes policy recommendations to enhance beneficial effects or
mitigate negative impacts of an FTA. Policy recommendations are divided into trade‐related
measures that may be included in the trade agreement, non‐trade related measures for
cooperation between the EU and Libya that would accompany the trade agreement, and
domestic policy measures that are suggested to be implemented in parallel with the trade
agreement.
Recommendations for trade‐related measures refer to IPR, investment measures, procurement
measures and competition policy measures.
Recommendations for non‐trade related measures include:
 Cooperative assistance in strengthening environmental regulations in Libya, with
particular emphasis on the negative impacts arising from an expansion of the oil and gas
industry
 Cooperative assistance in the development and implementation of a mise a niveau
(industrial upgrading) programme in Libya to raise competitiveness of Libyan SME’s and
other industrial enterprises
 Technical assistance to promote modern urban and agricultural irrigation and water use
practices in Libya
Suggested domestic policy measures include:
 Introduction of a sustainable tourism strategy in Libya to avert negative impacts of the
rapid expansion of the sector on environmental and cultural assets.
 Phased liberalisation of the financial services sector to ensure the development of
effective domestic regulation.
 Strengthening of social programmes targeting gender, migrant labour and other issues
Section eight of this report outlines project consultation activities with the network of SIA
stakeholders from civil society, which includes meetings, workshops, email correspondence, the
SIA website and newsletters. Sections nine and eleven contain annexes detailing references
used. Section ten includes technical appendixes presenting the full economic modelling results
and a technical explanation of the CGE model.
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1. Introduction
The European Union is committed to conducting Trade Sustainability Impact Assessments (SIAs)
as part of its trade policy making processes. Trade SIAs assess the potential impacts of proposed
liberalisation on all pillars of sustainable development in order to optimise policy decision
making. Economic, social and environmental impacts and intertwining development issues are
assessed through both qualitative and quantitative approaches to research. Consultations with
key stakeholders and trading partners are core to the Trade SIA and support the study’s focus on
clear, scientific and objective research.
The EU‐Libya Trade SIA aims to inform the EU‐Libya Free Trade Agreement (FTA) negotiations
launched in 2008 between the EU and Libya. The first stage of the project involved the
preparation of the Inception Report, available on the project website, which outlined how the
research and consultation of the Trade SIA will be carried out. The Inception Report was finalised
in March 2009. The Draft Interim Technical Report presented the mid‐way point of the project’s
qualitative impact research for additional civil society consultation in both the EU and Libya. It
reviewed current environmental, social, economic and trade characteristics and trends and
presented the interim findings of the project consortium’s research on the likely impacts of the
proposed trade agreement. These findings form the basis of the policy recommendations in the
third and final phase of the study, contained in section seven of this report.
Trade between Libya and the EU is a much greater proportion of Libya’s total trade than of that
for the EU, and as such the expected impacts from liberalisation are considerably greater in Libya
than in the EU. The report focuses primarily on the baseline situation and trends in Libya, and
proceeds to evaluate the likely impacts of the proposed trade agreement in both the EU and
Libya.
Several key environmental and social issues are assessed in the SIA. Geographical, climatic and
other environmental characteristics in rural and urban areas in Libya are reviewed, including
issues related to biodiversity value, pressure on natural habitats, land degradation, water
resources and pollution levels. The social analysis covers the themes of poverty, equity, health
and education. The findings of the SIA economic modelling team in these areas have been used
as a basis of the impact assessment alongside qualitative analysis of other aspects of the trade
agreement.
Sustainability impacts are also assessed across key sectors, including investment in the energy
sector; market access for agriculture, processed agricultural products, fisheries and industrial
products; as well as market access for services, with a focus on telecommunications, financial,
construction and distribution services. In addition to market access in goods and services, the
analysis covers measures for deeper integration related to overall investment, public
procurement, competition, intellectual property rights and trade facilitation.
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has been estimated that more than $US 30 billion in foreign investment will be needed to
achieve this increase in production. The target of 3 million barrels per day is probably unrealistic.
As exploration successes following the recent production sharing agreements with many
international oil companies have been at the lower end of expectations, the recent low oil price
may place difficulties on some of the new companies. Furthermore, it may not be possible to
reconcile such a target with the global rationing of oil production imposed by OPEC, of which
Libya is a relatively loyal member.
Production costs are relatively low, and Libyan oil is high in quality.10 Low transport costs due to
the country’s close proximity to Europe provide a further advantage. European oil companies
have maintained their operations after US companies left in the 1980s; the American companies
signed a Standstill Agreement with the Libyan National Oil Corporation (NOC) which allowed
them to retain their original oil rights and obligations. The NOC maintained production at lower
levels, and after the lifting of sanctions the American companies resumed operations.
Some 5 percent of Libyan oil exports go to China.11 Libya has given limited prospecting
concessions to both China and Taiwan. In 2004, the China National Petroleum Corporation
constructed two oil pipes linking the Wafa oil field with the port of Mellitah in association with
the Italian Ente Nazionale Idrocarburi and the Libyan National Oil Corporation. Further, pipelines
are under consideration to allow the export of oil from Niger via Libya.
Libya’s gas reserves are estimated at 1,500 Billion m3, or 1 percent of world reserves.12 At an
anticipated extraction rate of around 12 billion m3/y the known reserves would last for 125
years. However, at this extraction rate the income from gas is considerably less than that from
oil. At an oil price of $US 50 per barrel, Libya’s oil income would amount to some $US 50 billion
per year. Its income from natural gas at $US 350 per 1000m3 would be about $US 4 billion per
year. If it were possible to increase the rate of gas extraction to achieve the same annual income
as with oil, the known reserves would last for 10 years. In total, Libya’s proven oil and gas
reserves are enough to maintain its national income for about 50 years.
Libyan natural gas exports have increased since 2005, particularly to Italy.13 The NOC has a joint
venture with the Italian company, Agip, in the Western Libya Gas Project. Most of the gas will be
exported to Italy via the Green Stream pipeline that was inaugurated in 2004, connecting Libya
to Italy via Sicily. This is the biggest foreign investment in Libya’s energy sector since UN
sanctions were suspended. For export further afield, Libya is expanding its current LNG plants
and building new ones.14
2.4. Economic liberalisation
In preparation for WTO membership, and to orient the country towards a more open economy,
Libya has introduced a number of trade policy reforms in recent years. Such reforms include
reducing subsidies and the number of state importing monopolies, limiting the number of import
bans, announcing plans for privatisation, abolishing import tariffs and licenses for most goods.
During the early 2000s, Libya’s tariff averages were higher than those for the Middle East and
North Africa (MNA) region which applied a simple MFN tariff average of 23.2 percent and an
import‐weighted tariff average of 17.9 percent, as compared to 17 percent and 25.1 percent
respectively in Libya. In contrast, the latest figures available for Libya (from 2006/2007) indicate
that the country’s applied simple MFN tariff and import‐weighted tariff averages are both 0.0

10
11
12
13
14

Bahgat (2006)
Lafargue (2008)
Martinez (2005)
Bahgat (2006)
Keramane (2007)
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the establishment and operation of the project. The process for obtaining work permits could be
cumbersome.
Article 8 of the 2003 foreign capital law specifies that investment shall be allowed in the
following fields: industry, health, tourism, services and agriculture, with other fields specified by
a decision of the General People’s Committee upon submission by the Secretary.19
It is worth noting that according to the letter of the law, "services" are one of the fields in which
investment is allowed. The 2003 law also introduced the concept of joint or shared ownership of
investment enterprises between foreign and local investors in Libya.20
Advice from the Libyan government directs which sectors are “preferred” for foreign investment
at different times, but local consultations indicate this is more general policy and not law. As
Paragraph 1 of the 2003 investment law makes clear, areas open to foreign investment are
controlled not by the law itself but by decisions made by the General People's Committee.
Provided that a proposed investment has sufficient political backing, the rules will not prohibit it,
and if there is sufficient political opposition it will not be permitted.
2.5 Services
From the World Economic Forum’s (WEF) global competitiveness index, Libya ranks 91 out of 134
countries. The most important issues for the cost of doing business in Libya (including foreign
service providers) include inadequate supply and access to infrastructure, lack of access to
finance (including foreign exchange restrictions), an inefficient and corrupt bureaucracy,
regulatory and policy uncertainty, the education of the workforce, labour regulations, and
foreign currency regulations. Tax rates and regulations rank relatively low on the list. From the
WEF ranking, the set of issues that might be addressed in bilateral negotiations include reduced
uncertainty about rules and regulations (stability of the policy regime), access to finance and
limits on exchange rate transactions for service providers.
The most significant reforms in the service sector over the past decade have occurred in banking
and finance. The latest Banking Law No.1 of 2005, along with the Anti‐Money Laundering Law
No.2 of 2005, is aimed at creating a new legal framework for the banking system. The country’s
five public banks were recapitalised and its four private banks licensed. The Bank of Commerce
and Development is the most substantial of the four private banks operating in Libya, and has led
the way in the modernisation of Libya’s banking sector by introducing modern services such as
ATMs and credit cards. Twenty‐one regional banks have been merged, banking supervision
reinforced, interest rates and foreign exchange partially liberalised, and the exchange rate
unified.
2007 saw the start of a strategy announced by the Central Bank as early as 2004, to restructure,
develop and modernise the banking system to reach standards of international institutions.
Minority stakes of two Libyan banks were sold to foreign investors. The first step was to sell off a
minority stake in Sahara Bank, Libya's second largest commercial bank with total assets of
around $3.6 billion. BNP Paribas SA won a bid for the privatisation of Libya's Sahara Bank with 19
percent of the shares, for about €145 million with the option to raise their participation up to 51
percent in three to five years. The Wahda Bank sale was structured in the same way as the
previous deal, with the offer of an initial 19 percent stake.
In 2008, a number of foreign commercial banks won approval to open their representative
offices in Libya. They included two UAE banks: Abu Dhabi's First Gulf Bank (FBG.AD) partly owned
19
20

Promotion of Investment of Foreign Capital Law No. 7 (2003)
Scandinavian Commercial Group “Libyan Investment Law”

14

Final Report
by the Economic and Social Fund of Libya and National Bank of Abu Dhabi (NBAD), one bank from
Qatar, Masraf al rayan, interested in the strategic geographical location of Libya as well as
Egyptian investment bank Beltone Financial, also in partnership with the Economic and Social
Fund of Libya. The main objective of the decision is to facilitate business dealings between the
banks’ home countries.
However these reforms face an uphill task in a cash‐based command economy. Libya has barred
foreign investors from acquiring even minority stakes in Libyan banks for three years after
privatisation of Sahara and Wahda banks. In June 2008, Reuters reported that another two
banks, National Commercial Bank and Al Joumhouriya, will be privatised through the Libyan
financial market and sold to local investors.
In addition to the banks mentioned above, seven other foreign banks currently operate
representative offices in Libya: Bank of Valleta (Malta), UBI (France), Bawag (Austria), BACB (UK),
the Housing Bank for Trade and Finance (Jordan), Suez Canal Bank (Egypt) and ABC (Bahrain). In
March 2005 a new law allowed the opening of branches of foreign banks for the first time, with
minimum capital of $50 million. Foreign banks have expressed interest, and HSBC and Qatar
National Bank have opened branches. BACB has started discussions about the acquisition of a
stake in the Bank of Commerce and Development. Others reported to be interested are Standard
Chartered, Crédit Industriel et Commercial and Citigroup.
Overall, despite progress, the country’s banking system remains highly centralised. Libya has
looked to a number of sources of foreign advice in pursuing reform. In October, a cooperation
agreement was signed between the Libyan Stock Exchange Market and London Stock Exchange,
providing for training teams from the Libyan Stock Exchange in Tripoli and London to enable
them to run stock market operations.
Limited deregulation of the insurance market began in 1999 with the creation of the United
Insurance Company as a joint public/private venture, and approval has been given for two
private sector insurance companies.
As a preferred destination for foreign investment, the tourism sector has already attracted major
investments from companies in the UK, Italy and other countries. Driven by government and
commercial ambitions to see visitor numbers increase and the sector’s percentage of foreign
revenue rise to ten per cent, the Libyan tourism industry is growing rapidly with the construction
of hotels, resorts and upgrades in transportation systems, including new airports under
construction in Tripoli and Benghazi.
Tourism is considered the economic sector with the greater potential for attracting FDI, and the
Libyan government is offering many incentives. In 2003, the Government established the
Tourism Development Bank, 80 percent financed by the private sector. By 2005, the sector had
attracted more than $3 billion in newly approved tourism investments, accounting for more than
13,000 new hotel beds21.
The Libyan Ministry of Tourism has recently developed a Tourism Development Master Plan
aimed to attract 1 million tourists per year by 2015, compared to 130 000 visitors a year
presently, and to create more than 8 310 new jobs in less than twenty years.
The Master Plan identifies opportunities and sets out an action program to guide tourism
development, while several laws and regulations were promulgated by the government to
regulate the development of tourism and the foreign investment in the tourism sector (the Law

21

Otman & Karlberg
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discussion, listing it along with such subjects as technology transfer as a prerequisite for Libyan
modernisation.30
The national authority concerned with the protection of intellectual property in Libya is the
Intellectual Property Department, located at the Secretariat of the People's Public Committee,
the National Board for Scientific Research.31 The Department is responsible for the organisation,
enforcement, and planning of all related intellectual property matters in the country and is also
responsible for the country's intellectual property relations with international agencies such as
WIPO. The Department includes three sections:
1‐ The Industrial Property Section: concerned with examination, registration, and granting
of patents in the country. It is also responsible for the registration of industrial designs
and geographical indications in Libya.
2‐ The Commercial Property Section: concerned with the examination, registration, and
protection of trademarks in the country.
3‐ The Copyright Section: concerned with the protection and enforcement of copyrights
and related rights in the country.
At the national educational level, it has been reported that the National Board for Scientific
Research has intensified its efforts and activities by targeting universities and other educational
institutions in the country with the aim of spreading awareness and encouraging innovation at
the national level. However, it is not clear if there is any comprehensive national strategy/agenda
dealing with this issue specifically.
2.8 Sanitary and phytosanitary measures
As Libya is not a member of the World Trade Organisation, it is currently not obliged to meet the
requirements of the Sanitary and Phytosanitary (SPS) Agreement that governs the application of
SPS measures, and does not maintain a public register of SPS measures. Libya is however a
member of the three international SPS standard setting organisations, the International Plant
Protection Convention (IPPC), the World Organisation for Animal Health (OIE) and FAO‐WHO
CODEX Alimentarius. Libya also cooperates regionally through members of the Agreement for
the Establishment of the Near East Plant Protection Organisation and the Phytosanitary
Convention for Africa.
The General Authority for Control of Commodities and Products (GACCP), established in 2005, is
the national body charged with ensuring imported food and drugs are safe for human
consumption. The veterinary and agriculture quarantine units of the GACCP inspect and test
imported food and agricultural products to prevent the introduction of exotic disease. Imported
vegetable and plant material must be accompanied by a phytosanitary certificate from the
competent national authority of the exporting country. Meat and meat products must be
accompanied by an equivalent heath certificate, as well as a Halal certificate to ensure that it has
been slaughtered according to Islamic Law. The certificate is issued by an approved Halal
certification body in the exporting country, and must be endorsed by an embassy of Libya, or if
unavailable, an embassy of a Muslim country.
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3.2. Employment and poverty
Libya does not publish official data for poverty or unemployment. Government sources indicate
a rise in unemployment from 1.4 percent in 1995 to 7.7 percent in 2001 and 13 percent in
2005.35 However, there is no one ministry solely in charge of employment policy or the
calculation of labour market figures.36 The US Central Intelligence Agency estimates an
unemployment rate of 30 percent in 2004,37 although no clear definition of the method of
estimation is provided and sources of data are unspecified. From the information available, it is
considered likely that the situation in Libya is broadly similar to the other countries in the region,
where unemployment averages about 14% and is a serious cause for concern.38 As in these
other countries, youth unemployment is a particular concern.
A programme of land distribution to poor farmers has been implemented with the aim of
containing rural to urban migration and improving rural incomes.39 The country’s agricultural
subsidies and other support mechanisms have similar aims to promote welfare. Libyan citizens
receive a share of the national income from oil revenues. During the 1990s this fluctuated
between about $US 6,500 and $US 8,600, and subsequent increases in oil price and production
levels suggest that this figure has not fallen.
Given the welfare mechanisms mentioned, poverty levels are likely to be significantly lower in
Libya than elsewhere in the region. Tunisia is the most comparable to Libya in many ways, where
the national percentage of people in poverty is 6.6 percent at the $US 2 per day line and under 2
percent at the $US 1 per day line.40
Housing standards are generally high. Between 1976 and 1985 the slum tenements of Benghazi
and Tripoli were replaced by modern apartment blocks with electricity and running water,
allocated free of charge to Libyan citizens.41 Instances remain where the government’s policy of
home‐ownership for all has not entirely succeeded, generally in sparsely populated areas where
the cost of infrastructure is high. More acute problems arise from the creation of shanty towns
by African immigrants, particularly in the Al Zawia municipality near Tripoli and via camps near
the main entry points in the city.
The situation of decent work is considered to be of a fairly high standard in Libya. Decent work is
captured in a number of strategic indicators, including fundamental rights and principles at work
and international labour standards, employment and income opportunities, social protection and
social security, and social dialogue.
Libya’s employment law stipulates the need for labour contracts which have to include principles
such as weekly working hours, holidays and insurance. The retirement age is set at 65 for men
and 60 for women. Law stipulates a minimum wage, which has been set at 150 LYD per month.42
This is relatively high considering the average wage is 190 LYD per month (in 2001). The
comprehensive social protection and social security system is guaranteed to all citizens and
ranges at a relatively high level. Included are healthcare insurance, pensions (old age pensions,
disability pensions), and daily cash assistance in the event of temporary disability to work.
Female employees are entitled to 50 days of maternity leave.
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The OECD’s 2007 International Migrant Outlook47 noted the increasing competition between
OECD countries to attract and retain highly skilled health professionals and the challenges this
presents for both sending and receiving countries. The OECD report noted, however, that
“evidence on the international mobility of health professionals remains scarce and limited, if not
anecdotal. This lack of evidence has given rise to much misunderstanding of a complex
phenomenon and has hindered the development of effective policy responses”.48 Highlighted in
the OECD report is that the United Kingdom and Germany are the second and third most
important origin countries behind the United States and that the long‐term (25 year) trend
indicates that the number and percentage of foreign‐trained doctors has increased significantly
in European countries. Also highlighted are the particularly high emigration rates of doctors from
a number of Caribbean and African countries. The OECD report cites the latest figures available
from 2000, which show the expatriation rate of nurses from Libya at 0.6 percent compared to 0.8
percent in Egypt and 1.6 percent in Tunisia. The expatriation rate of doctors from Libya for the
same period was 8.5 percent compared to 15.8 percent for Egypt and 15.3 percent for Tunisia.
The World Health Organization in its May 2007 Country Cooperation Strategy with Libya noted
that “the human resources for health planning, production and management pose considerable
challenge”.49
As a note on Europe herein: Europe has realised that health policy in the EU has important policy
implications for the EU’s external and development policies. It has addressed these key issues
recently in the December 2008 Green Paper on the EU Workforce for Health. The Green Paper
notes that “unless the EU takes appropriate steps to produce and retain sufficient numbers of its
own health workers, the negative impact of migration on the heath systems of developing
countries is not likely to decrease”.50 This followed a 2007 initiative whereby the EC produced a
proposal for a Directive to facilitate the admission of highly‐qualified migrants to the EU, which
included a clause requiring ethical recruitment in the health care sector, amongst other sectors,
experiencing a lack of personnel. The EU has made a commitment to develop a Code of Conduct
for the ethical recruitment of health workers from non‐EU countries and to consider the impacts
on developing countries resulting from the migration of health workers to the EU.51
3.4. Education
Libya has made substantial improvements in education over the past two decades, scoring higher
than Tunisia in terms of adult literacy levels.52 Libya outperforms all the other developing
countries in the region by a wide margin, despite a relatively low level of expenditure (Table
3.5).53
The proportion of GDP devoted to public expenditure on education in Libya is lower than in most
of the other countries in Table 3.5, but in terms of GDP per capita, it is higher. The proportion of
the education budget devoted to tertiary education is more than twice as high as in any of the
other countries of the region. The proportion of tertiary students studying science and
technology disciplines is similar to Tunisia, but only a third of that in Egypt and Syria.
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Female participation in the formal economy almost doubled between 1995 and 2006, from 16
percent to 30 percent.59 Women account for a significant proportion of the agricultural sector
workforce, at 67 percent. Pension plans cover 70 percent of the total female workforce.60
Libyan labour law provides for equality in remuneration in the same job, but prohibits the
employment of women in work that does not suit “their nature.”
At the time of accession, Libya made reservations to the Convention on the Elimination of
Discrimination Against Women, suggesting its accession should not run against the personal
status laws of Islamic Shariah law. Libya later suggested this reservation more specifically refers
to the first half of article 2 and article 16 paragraphs c and d of the Convention. Libya has noted
its laws are generally in‐line with the Convention, but this does not “deny individuality.”
Libya has indicated that its national legislation bans any discrimination between men and
women, and notable provisions exist for special treatment for working women and child care
during motherhood. However, in consultations with the UN, Libyan officials have noted some
gaps in Libya law, for example, in the law on personal status in marriage and divorce. There is a
General Committee for Social Affairs in Libya with a special unit for women available in relevant
court cases. Libyan legislation penalises instances of domestic violence and sexual assault,
although it does not penalise domestic sexual assault. Women in Libya can bring certain cases of
oppression, including domestic violence, to court, including Women’s Courts; however,
traditionally in practice most of the cases are eventually withdrawn. Libya has strongly
condemned human trafficking and prostitution.
Libya has been striving towards improved governance in women’s issues, increasing women’s
participation in social and economic activities, and integrating women in all fields of
development. Women represent 70 percent of Libya’s university graduates. Around 92.5 percent
of women receive pre, post and anti‐natal care. Libya has allowed women to work in all sectors,
including the judiciary and armed forces. Women occupy high level jobs, including in the
diplomatic sector in Libya. Women have been said to represent 32 percent of all Congresses,
which are political bodies set up in every community across Libya; and in some areas of Libya,
special women’s Congresses have been set up to increase the role of women in the political
decision‐making process.
There are no independent human rights organisations unaffiliated with the government in Libya,
and Libya has been questioned for not bringing NGOs to represent the country at UN
conferences on women’s rights issues. However, there are government structures and some
government‐linked organisations that work on women’s issues in Libya. The Libyan Human Rights
Committee is one of these groups.
Although there are few reports on human rights in Libya, there is evidence that impediments to
women’s rights exist in Libya outside what has been formally expressed by Libyan
representatives at the UN. Libya has no constitution, and Libyan legislation has been said to
contain laws that contradict human rights commitments made by Libya as an acceded member
to certain international conventions. Libyan authorities have also been reported to indefinitely
detain women and girls suspected of violating moral rules.61
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Both the Nubian Sandstone Aquifer System and the North‐Western Sahara Aquifer System are
the subject of trans‐boundary cooperation between Libya and its neighbours on monitoring and
managing water. The NWSAS Project for Algeria, Libya and Tunisia has developed a hydro‐
geological model of the aquifer, enabling projections to be made of the consequences of future
abstraction.66 The analysis indicates that continued withdrawals at the current rate would lead
to significant marine intrusion around Tripoli. Extension of the GMMR could slow down the
intrusion but not stop it. Other alternatives to be considered include improving the efficiency of
water use, the use of treated waste water and drainage water, changes to less water‐intensive
crops, development of non‐agricultural sectors of the economy, and greater reliance on
imported food.
4.3. Water pollution
Not only is saline water intrusion into Libya’s groundwater creating polluted water, but Libya’s
marine environment itself is also highly polluted in several areas. The Libyan Environmental
General Authority has stated that environmental conditions on the Libyan coast are
unacceptable as a result of the following:67





High population density in the coastal regions
Concentration of oil and commercial ports in the coastal strip
The presence of major industrial plants, especially oil refineries, steel and iron factories,
cement factories, and yarn and textile factories
The existence of many sewage and industrial waste sites along the coastline

Most beaches in coastal cities in Libya are contaminated with sewage water. Sewage water and
rainwater contaminated with road runoff are discharged directly into the sea in and around
Tripoli and Benghazi, either through a lack of sewage systems and treatment plants or
breakdowns of those that already exist. It has been reported that out of 30 sewerage plants in
Libya only one was operating.68 Instances have been reported where leachates from solid waste
dumps located on the coastline have contaminated coastal seawater, notably at Ganfuda.69
Major environmental problems also arise from oil pollution near terminal facilities and the
discharge of industrial wastewater from the chemical, steel, power generation and cement
industries.
A significant part of the Libyan coastline away from cities is under no serious environmental
stress, with no paved access to the seashore in many areas.
4.4. Air pollution
The main sources of air pollution are industrial plants and vehicular traffic in and near the main
urban centres. The dense industrial and petrochemical areas of El Brega, Zuetina and Misuratah
are among the most vulnerable.70
Much of Libya’s industrial base was developed in the 1970s, with equipment that is old and
relatively highly polluting. Areas in Tripoli, Benghazi and elsewhere close to refineries,
petrochemical plants and oil‐fired power plants using high sulphur fuel have exceeded WHO
standards for levels of sulphur dioxide.
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4.7. Biodiversity
There exists no complete inventory of the coastal and marine biodiversity in Libya. Several
monitoring and data collection projects have been carried out, however national inventories and
data programs are still needed for wetland habitats; coastal areas in need of conservation and
protection; the status of certain marine species and migratory birds of national and regional
interest; and new coastal settlements. Such studies are essential to an accurate assessment of
potential biodiversity impacts.
Libya’s wetlands and classical oases provide rich habitats for flora and fauna adapted to the
geography and climate, and also for birds migrating between the Mediterranean and the
Sahara.72 Many of these are highly vulnerable to the impacts of water depletion and increasing
salinity in the coastal aquifers. Attempts at restoration of the most highly affected areas have
had mixed success. Significant desertification and degradation of landscape quality has occurred
in areas surrounding the irrigated zones, with threats of genetic erosion of species that
contribute to the resilience of local crops. Poorly managed coastal development and land
reclamation for agricultural use have further reduced the size of the wetlands leading to a loss of
biological diversity, particularly around the 23rd July Lake.73 Marine diversity is also threatened
by the high levels of pollution in the vicinity of major cities and industrial areas, with hot spots at
Zanzur, Az Zawiya, Tripoli, Benghazi, Darnah and Tobruk.
The mandate to regulate environmental issues lies with the Environment General Authority
(EGA) of Libya. Its duties include development, implementation and monitoring of environmental
programs and legislation. The legal basis for its work is provided by the Environment Act No.
7/1982 and executive regulations, now replaced by the 2001 Environment Protection and
Enhancement Act No.15/2001 ‐ a framework law that incorporates principles of sustainable
development and a general duty of environmental protection and remediation for both public
and private actors (Arts.3‐4).
A review of Libyan environmental institutions was conducted under a contract from the
European Commission when preparing the Horizon 2020 initiative. Environmental issues have
received low priority in the past, but are now attracting greater government attention, especially
in respect to sanitation and solid waste management in less affluent urban areas and coastal
pollution.74 Addressing these issues effectively is likely to be a key factor in achieving the
government’s ambitious goals for expansion of the tourist industry, as well as ensuring the long
term sustainability of the country’s development.
The Libyan government is engaged in a process of decentralisation in which many powers are
being devolved to local governorates, which while expected to improve the effectiveness of
environmental regulation once the process is fully implemented, adds to the shorter term
difficulties of strengthening the system. Governorates have limited capacity and expertise, and
in some cases lack awareness of the consequences of inadequate environmental management.
The Euro‐Med Horizon review report highlights the need for capacity building to support the
decentralisation process, in particular at the governorate level, along with needs‐based targeting
of resources and similarly targeted support for central environmental authorities.
The review report also recommends integration of the various legislative instruments which
complement the framework law on environmental protection and the development of specific
regulations and standards where these are lacking. Key issues therein include the lack of specific
environmental standards, particularly those applicable to small industrial enterprises, and the
72
73
74

SSO (2008)
EEA (2006)
LDK‐ECO (2006)

31

EU‐Libya Trade SIA
absence of detailed legislation for the enforcement of Environmental Impact Assessment of
major development projects. As the report notes, it will also be desirable to strengthen
coordination between the General Authority for Environment and other central government
departments with environmental responsibilities, and establish strong mechanisms for
coordination between central and local government.
Libya’s only legal instrument for the declaration of protected areas and national parks is the
General Popular Committee Law (Ministerial Council) No. 631/1992. Four coastal protected areas
have been established by acts of this law (El Kouf National Park, New Hisha Nature Reserve, El‐
Garabulli National Park, Zulton Nature Reserve). The management of these areas appears to be
spread between EGA, municipalities (shaabiyates) and other local institutions.
The
establishment of Libya’s first two marine protected areas (Farwa Lagoon, Geziret Ghara) have
been initiated by EGA in collaboration with the Marine Biology Research Centre and UNEP‐MAP
RAC/SPA.
Considerable expenditure will be necessary for addressing many of the environmental problems
faced in Libya, towards which many commitments have already been made. The country has
embarked on a National Programme on the Wastewater Sector, a National Programme on Solid
Waste, a Sanitary Landfills programme, a Solid Waste Recycling Programme, and a national
strategy and action plans on hazardous wastes, supported by a National Action Plan under the
Strategic Action Programme of UNEP/MAP. It has been reported that the improvements in
water regulations have yet to be implemented.75
It should be noted that while these programmes are expected to make a major contribution to
improving the Libyan environment, they will not, on their own, address other fundamental issues
related to the long term sustainability of the country’s oil and gas industry, the industry’s impact
on the Mediterranean Sea and its contribution to global climate change, the country's declining
water resources in combination with a rising population, the depletion of shared aquifers and
the corresponding threats to the country’s biodiversity and the future of its agriculture. In this
context, it is noted that Libya does not have a natural disaster plan76, and has yet to develop a
national strategy for sustainable development as required by the 1992 UN Conference on
Environment and Development.
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Of somewhat greater concern is the decline in production of agricultural and non‐agricultural
goods associated with goods liberalisation. The model indicates that this would be partially
countered by the effects of liberalising services, although this will be dependent on other factors
influencing the movement of labour and investment between sectors. The threats to the Libyan
manufacturing and food processing industries are particularly high, with imports projected to
increase by over 30 percent of domestic production for manufacturing and up to 16 percent for
processed food (Table A1.13).
Harmonization of standards will positively affect trade costs and export prospects for Libyan
firms and increase volume and probability of their trade with the EU. Although statistical analysis
shows that testing and inspection procedures lower exports of developing countries by up to 9
percent, it has likewise been assessed that internationally harmonized standards are less trade‐
restricting than non‐harmonized standards and are in this way especially beneficial for SME’s
who possess less resources to guarantee their compliance. The application of harmonized EU
standards is expected to lead to increased confidence of consumers abroad and is in this way
beneficial to their trust in Libyan products.80

6.1.2. Social impacts
As indicated by the modelling results, the impacts in the EU are too small to have significant
social effects. As such, the following sections exclusively discuss the potential impacts in Libya.
Unemployment and migration
As discussed in relation to economic impacts, the overall effect on unemployment is not
expected to be significant. Larger impacts occur in individual sectors. Most of these are small
enough to be accommodated reasonably smoothly during the adjustment period.
Expansion of the construction industry will increase demand for migrant labour, which will be
partially offset by declining demand in agriculture. This may exacerbate existing tensions caused
by migrant labour (see chapter 7, policy recommendations, No. 22). Increased imports of
distribution services will put pressure on small retail outlets, with a likely decline in employment.
The modelling results indicate that the effect will be relatively small.
Wage levels and poverty
In sectors where production rises, wage rates can be expected to rise. Where production falls,
the pressure on wage rates will be downwards. The modelling results indicate that the effect will
be particularly marked in the construction industry, where wage rates are projected to increase
by about 5 percent, and in the other commercial services group, where they fall by about 7
percent (Table A1.11). The construction industry employs the greater proportion of low wage
labour, so the net effect on poverty levels is expected to be beneficial, at least in the short term.
In the longer term, exposure to greater competition will increase incentives for productivity
improvement, with potential for higher wage rates. For agriculture this may be accompanied by
a further decline in employment, with potentially adverse effects on rural poverty. For the
manufacturing industry the influence of liberalisation on wage rates can be expected to follow
the level of skill in industrial production. This will depend on domestic policy and other factors
contributing to the diversification of the Libyan economy.81 Increased trade can facilitate
changes in skill levels, but its own influence is expected to be relatively neutral.
80
81

World Bank Trade Issue Brief, July 2008: “Harmonized International Standards do matter to developing countries”
Herein, Libya’s response will be important. For an example on possible responses, note that rising wage rates in
Turkey following trade liberalisation in the 1980s and 1990s has been attributed largely to government wages policy
in the public sector, and consequent incentives for the private sector to invest in higher productivity technology.
[Ozler, Yilmaz and Taymaz (2004)]

44

Final Report

In both the short term and the long term, food prices are expected to fall as a result of tariff
reductions, although this is dependent on the continuation of EU subsidies under the Common
Agricultural Policy (CAP). Provided this is the case, the beneficial effects of lower prices will be
experienced mainly in urban areas in both high income and low income households. This will
have a beneficial effect on urban poverty, particularly in the short term. Longer term effects will
depend on future agricultural policy in both Libya and the EU.
Gender effects
Women represent about 30 percent of the formal Libyan workforce, with a much higher
representation in agriculture (about 70 percent). Labour law is strong for both women and men,
and no significant differential effects of liberalisation are expected in either manufacturing or
service industries. In agricultural production there is potential for small but significant adverse
gender impacts, as discussed in other sections of this report.
Social and health expenditure
Libya’s government revenue is dominated by income from the oil and gas industries, and so the
effect of the tax reductions on this revenue will be small. Any knock‐on effects on health,
education and other social expenditure are not expected to be very significant.
6.1.3. Environmental impacts
Liberalisation of goods
The industrial use of raw materials and emission of pollutants contribute significantly to many of
the environmental issues in Libya identified in Section 4. Significant issues include water usage,
discharge of untreated effluents, air pollution and the production of hazardous wastes. All of
these become more acute when industry is located in or near urban and peri‐urban settlements,
as is common around many Libyan cities.
The economic modelling studies indicate a significant decrease in production in the
manufacturing, processed foods and chemicals sectors from goods liberalisation, which would be
partially countered by the parallel liberalisation of services (Table 6.1). The opposite is projected
to occur in the energy and petrochemicals sectors. Production decreases would have beneficial
environmental impacts in the short term, while longer term impacts depend strongly on parallel
policy measures related to the future growth of these industries. The overall effect of the trade
agreement will consist primarily of shifts in allocation of resources from one sector to another.
None of the sectors consumes resources or generates wastes that are particularly complex or
novel, and the changes in volume and distribution of inputs and outputs are likely to be fairly
small overall.
The exposure to competition from EU exporters will put pressure on inefficient domestic
suppliers, with increasing pressure for surviving domestic firms to match international standards
in cleaner and more efficient production techniques. The modernised industries can be expected
to perform better in terms of more efficient use of natural resources and reduced emissions. If
enforcement of environmental regulation is poor then local firms may be tempted to further cut
standards in order to remain competitive and this outcome would be negative for the
environment. Therefore enforcement of environmental norms and standards is a pre‐requisite to
avoid this outcome. Concerns have been expressed that trade liberalisation might encourage
polluting industries to relocate to Mediterranean countries.82 However, a wide range of studies
of the ‘pollution haven’ thesis have shown that international corporations typically introduce
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manufacturing techniques and management systems that are more environmentally friendly
than those of their domestic competitors.83
In view of the relatively small changes in production levels anticipated, the urban environment
can be expected to benefit from consolidation of industrial production with a smaller
contribution from inefficient and highly polluting cottage industries. Additionally, consolidation
into fewer, larger units will enhance the ability of the regulatory authorities to set and enforce
stricter standards.
These can also be expected to lead to a reduction of solid waste production and disposal,
particularly hazardous waste. However, the impact is unlikely to be significant in comparison
with the similar pressures of domestic waste disposal and the major causes of land degradation,
which arise from expanding urbanisation and parallel agricultural pressures.
The anticipated improvements in production technology are likely to include reduced intensity of
energy consumption and water use. Again, however, these effects are unlikely to be significant
in relation to the general pressures on the resource.
The potentially beneficial environmental effects can be maximised by strong policy responses to
the opportunities for better regulation. It should also be noted that if Libya achieves its goal of
greater economic growth, the beneficial technology effects will be accompanied by adverse scale
effects. This will add further to the need for stronger environmental regulation, which may not
be in‐step with expanding production (see chapter 7, policy recommendations, No. 16).
The agricultural, food processing, energy and petrochemical industries have been highlighted for
particular attention in the study, and are covered more fully in Sections 6.3 and 6.3.
Liberalisation of services
The service sectors most likely to have significant environmental impacts are tourism services,
which both depend on and threaten environmental quality; environmental services, which have
the potential to enhance environmental performance; and distribution services, where
significant environmental impacts can arise from the transport impacts of goods being sourced
from a wider area.
The tourism sector is growing rapidly in Libya, stimulated by government policies encouraging
inward investment. The principal impact of the trade agreement is expected to arise from
further liberalisation of investment rather than of tourism services.
The liberalisation of environmental services in particular, and also of energy services, transport
services and health services, presents opportunities for better control and treatment of polluting
emissions and other aspects of environmental management. The access by EU companies to
opportunities in these service sectors may increase pressure on the Libyan government to
improve environmental regulation and enforcement. If this improvement does not occur then
the impact on the environment is likely to be negative. The additional effect of liberalisation is,
however, expected to be fairly small, since most of the relevant techniques are already widely
available.
Transfer of management techniques will also have beneficial effects in those service sectors that
rely on natural resources (tourism and leisure), stimulating more effort to retain and improve
biological assets and cultural heritage. Again, however, the effect is expected to be relatively
small, and will be countered by the scale effects of liberalisation on the expansion of these
industries.
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6.2 Sector Specific Analysis
6.2.1 Agriculture, fisheries and processed foods
6.2.1.1 Agriculture
Libya currently exports only about 0.3 percent of its agricultural produce, including sheepskins as
well as the products listed in Table 2.8. Tunisia is its main trading partner for such products.84
Exports of fruit and potatoes are a little over 1 percent of production. Almost no vegetables are
exported, with imports amounting to about 6 percent of Libya’s own needs. Olive oil imports are
about 40 percent of domestic consumption, and olive oil is unlikely to have export potential.
The main agricultural consideration in Libya is its acute water shortage, alongside a level of food
self‐sufficiency that is already low. Agricultural output is already heavily dependent on fossil
water pumped from the Nubian aquifer system. Although this could in principle provide a
reasonably long term supply, the costs of pumping increasing quantities of water is becoming
increasingly uneconomic. Desalination is already being introduced as an alternative, but with
costs that reduce the competitiveness of Libyan agriculture.
Economic issues
The economic modelling results indicate that goods liberalisation alone would lead to a decline
of a little under 1 percent in Libyan agricultural production under the short‐run scenarios, with
supplies from the EU increasing by up to 8.32 percent, 0.76 percent of Libyan production.
Long‐run modelling shows different results. Taking into account the effects of capital
accumulation on economic growth under both modest and ambitious scenarios, domestic
production is predicted to rise by up to 2.4 percent, with imports also rising by up to 6.77
percent. However, there are notable constraints to the model.85 If not for its water supply
constraints, Libya could in principle expand its agriculture to compare with that in other North
African countries. However, this scenario is unlikely to be possible under current water supply
levels without significant advances in technology or diversion of water from other uses. Both
would require an increase in subsides to counter rising costs.
Under both the short and long run liberalisation scenarios, some changes in trade and
production mix are likely to occur in line with the comparative advantage of each party. This
would include increased imports from Europe of livestock and dairy produce, high value
processed foods and to a lesser extent grains, with a small expansion of water efficient fruits and
vegetables (melons, potatoes & onions) and a slight contribution from growth of Libyan exports
in niche products. The extent of such changes may be dampened by efforts and incentives to
maintain food self sufficiency, particularly in grains, which along with water constraints, will be a
greater factor in the composition of Libyan production and imports than the effects of trade
liberalisation.
Whereas harmonisation with EU food standards would have little benefit in terms of Libyan
exports to the EU under the current trading patterns, it would minimise the cost of imports from
the EU. Harmonisation with EU food standards may lead to a spillover effect which would cause
the quality of food for domestic consumption to rise and thus create a positive impact on public
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potential for adverse effects on rural women.92 (See chapter 7, policy recommendations, No. 24).
These effects will be partially offset by growth in the tourism and hospitality sector in Libya,
which traditionally employs one of the highest rates of women.
Food security issues
As mentioned, food security is a major issue in Libya. The country is already highly dependent on
imported food, and trade liberalisation is expected to increase this dependence. This will in turn
increase the vulnerability of both rural and urban households to fluctuations in EU and world
market prices. The effects will be greatest for poor households whose expenditure on basic
foods is a large proportion of their incomes, except for those in rural areas whose food is
produced locally by traditional methods.
Libya has made extensive use of food subsidies to counter these effects. These can be a
meaningful source of welfare for the poor, but with considerable leakages to the non‐poor, and
economic inefficiencies arising from the price distortions. It has been argued that more strongly
targeted direct transfer schemes may have more impact on reducing poverty and vulnerability.93
(See chapter 7, policy recommendations, No. 25)
The EU Libya FTA is expected to make a significant addition to the more general worldwide effect
of increasing internationalisation of food supplies, and will increase the pressure on the Libyan
government to develop appropriate food security policies.
Environmental issues
As identified by the modelling studies, the agricultural production changes in Europe are not
expected to be sufficient to have significant environmental effects in Europe, particularly in view
of strong environmental regulation.
The most important environmental issue associated with agriculture in Libya is its high demand
for water. Shortage of water affects human health and welfare in rural areas, and the
competition for scarce resources acts as a restraint on other sectors of the economy. In addition,
over‐abstraction of water is associated with degradation of marginal land, loss of biodiversity,
contamination of land and water, and salinisation of soil.
The main effects of the EU Libya FTA are likely to be decreased production of livestock and dairy
produce, and to a lesser extent grains, with a possible increase in production of fruits and
vegetables. Greater market orientation towards imported foods is likely to lead to a decline in
Libyan production of water intensive products, with positive environmental benefit in terms of
reduced fertiliser and agriculture waste run‐off. However, the exact impacts on water demand
and consumption are unclear, as water savings from agriculture are likely to be diverted to other
uses. Citrus fruits typically require approximately twice the amount of water as grain does, but
some vegetables can require significantly less. Where water is scarce, producers could put the
available resource into alternative produce with little overall change in water use; but this
change is not certain to take place. Any adverse effects could be ameliorated through promotion
of modern irrigation, water harvesting and water recycling techniques (see chapter 7, policy
recommendations, No. 11, 23).
In areas where production rises, the pressure to convert marginal lands will increase; it will
decrease in areas growing those crops that are subject to greater competition from imports. The
impact on land and soils is therefore likely to be mixed. If Libyan producers respond to EU
demands for organic products, this may bring small improvements in soil and water quality.
Against this, the greater competitiveness of markets may encourage intensification of
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production, with increased application of agrochemicals, and a potential increase in land
degradation and loss of soil fertility.
There may be some reduction in the pollution of water bodies from animal wastes, and a
decrease in livestock production may assist efforts to protect biodiversity. However, accelerated
commercialisation of agriculture is expected to increase the pressure on traditional farmers to
convert marginal lands.94
In general, positive impacts are expected in some rural areas and negative ones in others, with a
small adverse overall effect unless appropriate mitigating action is taken. There may also be
increased pressure on the urban environment, resulting from accelerated commercialisation of
agriculture and consequent rural‐urban migration. The overall effects are expected to be
relatively small, but will add to the wider pressures associated with Libya’s economic
development and the needs for stronger environmental policy and regulation.

6.2.1.2. Fisheries
The Libyan fishery sector
Fisheries represent only 6 percent of Libya’s total agricultural and fishery production but over 50
percent of exports (Table 6.3). In marked contrast with agriculture, the country is almost self‐
sufficient in fish. Imports are higher than exports, but production is over 95 percent of
consumption with a growing export industry. About 95 percent of the total catch is for direct
human consumption and the rest for animal feed and other purposes. The main exports are
bluefin tuna, exported mostly to Japan, and small quantities of high value fish to Tunisia.95 Most
of the tuna catch is exported.
The presence of large quantities of bluefin tuna in Libyan waters has to be seen in relation with
improving quality and safety standards of the country’s tuna industry. However, overfishing in
the Mediterranean is already a serious concern, with a significant contribution from Libya. An
assessment of the East Atlantic and Mediterranean Bluefin tuna stock carried out by the
scientific committee of the International Committee for the Conservation of Atlantic Tunas
(ICCAT) in June 2008 confirms the risk of collapse facing the stock of bluefin tuna, along with an
alarming decrease in the spawning part of the population which is estimated to be below 40
percent the level it was 30‐40 years ago. Catches for 2007 are estimated by ICCAT’s scientists to
have been 61,000 tons – more than twice the current total allowable catch (TAC) and 4 times the
estimated maximum sustainable catch level. Due to overfishing, the population of breeding
tunas has been declining steeply for the past decade and is endangered to die out completely.
Recent research indicates that to comply with current legal quotas for bluefin tuna, Libya would
need to reduce its fishing capacity by 58 percent. Current quotas are themselves above
sustainable levels. To achieve sustainability it is estimated that Libya would need to reduce its
tuna fishing capacity by 78 percent.
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Mexico as a consequence of NAFTA, along with increased land contamination from the high intensity inputs of
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Largely because of its water supply constraints Libya’s agricultural production is insufficient to
meet its own food needs, and is unlikely to become an economically competitive source for
processed exports. It is therefore considered probable that liberalisation would lead to a long
term decline of the industry, with increasing reliance on imports of both agricultural produce and
processed foods.
Social impacts
The economic impact is expected to lead to a small but beneficial effect on consumer prices.
Employment in the food processing industry is expected to decline in line with falling production.
The gender effects are expected to be relatively neutral. Increased reliance on imports would
leave the country vulnerable to fluctuations in world prices, with potentially adverse effects on
poverty.
Environmental impacts
The environmental impacts of reduced production are expected to be beneficial but relatively
small.
6.2.2. The energy sector
There are considerable potential benefits to both parties from closer cooperation on energy.
The EU is a major consumer and Libya a major supplier, with short transport links between the
two. The expansion of supplies through cooperation on both financing and technology would
help to strengthen Europe’s energy security and increase Libya’s national income.
The principal issue of concern is the long term un‐sustainability of Libya’s oil and gas industry.
Proven reserves are sufficient to maintain Libya’s income at its projected level for about 50
years. New discoveries that are likely to result from increased investment in exploration would
probably extend this significantly, but the industry cannot remain the pillar of the country’s
economy indefinitely. However, the country also has major potential as a producer of solar
energy. Again, its proximity to Europe works in favour of close cooperation between the two.
From the global environmental perspective, the production and consumption of fossil fuels
needs to be reduced rather than increased. The most effective means of achieving this is likely
to be a global agreement on some form of carbon tax which prices fossil fuels out of the market
at an appropriate rate.100
In the meantime, the EU and Libya are in a position to make a significant contribution to the
global goal to limit climate change, and towards their own energy security and economic needs
through cooperation on the development of a Libyan solar energy industry with Europe as a
major export market. Although Libya also has reasonable potential in wind energy, the biggest
contribution is likely to come from solar. Most of southern Libya receives an annual average of
over 6 KWh/m2 per day of solar radiation, as compared to less than half of this amount in
southern European countries and even less in northern Europe.101 In contrast to Europe,
southern Libya is sparsely populated and well suited to solar installations that could, if well
designed, have minimal adverse social or environmental impacts. It has been estimated that the
country has the potential to produce some 140,000 terawatt‐hours per year of solar electricity,
which would make a major contribution to meeting Europe’s energy needs.102
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Similar potential also exists in the other Maghreb countries, and also in the eastern Mediterranean countries
(although the distances from Europe are longer). Because of the common technologies involved there would be
considerable benefits to a joint cooperative programme between the EU and all these countries and not just with
Libya. A study commissioned by the German Federal Ministry for the Environment has assessed the potential in
some depth [DLR (2006)]. It has been estimated that the necessary measures would take at least two decades to
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Economic impacts
Closer cooperation on development of the oil and gas industry is expected to have significantly
beneficial economic impacts for both the EU and Libya in the medium term. This has to be
weighed against the long term un‐sustainability of the industry.
Cooperation on development of the solar energy industry has potential for considerable
economic benefits for both parties in the longer term.
Social impacts
No significant social issues have been identified other than those directly associated with the
economic impacts.
Environmental impacts
Accelerated expansion of the oil and gas industry would add to the existing adverse impacts for
pollution and degradation of biologically sensitive areas, unless countered by effective measures
to strengthen environmental regulation. It would further accelerate the long term decline of the
resource (see chapter 7, policy recommendations, No. 10, 15).
Development of a solar energy industry would make a major contribution to addressing climate
change. Subject to appropriate design and regulation, potentially adverse local environmental
effects are expected to be of only minor significance (See chapter 7, policy recommendations,
No. 6).

6.2.3. Key service sectors
6.2.3.1 Telecommunications services
Economic impacts
Telecommunications services have played an increasingly important role in enhancing business
competitiveness in both developing and developed countries. In the Mediterranean region they
have been identified as one of four main backbone services that can play a key role in redirecting
the region’s economic development.103 Research by the World Bank indicates that countries
with fully open telecommunications and financial services sectors grow up to 1.5 percent a year
faster than other countries.104
While this is indicative of the importance of the
telecommunications sector, the correlation is less strong than for financial services, and the
findings give no indication of which effect, if either, is the cause of the other. The relatively weak
statistical correlation may reflect adverse effects.105
As noted in Section 2 Libya’s telecommunications sector has expanded dramatically since the
1990s, with plans for considerable further expansion. Although privatisation of the state
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become effective, and so the necessary policy measures and economic frameworks need to be introduced as quickly
as possible [Trieb and Muller‐Steinhagen (2007)].
Müller‐Jentsch (2005)
Mattoo et al (2001)
Hodge (2002)
For notable examples of telecommunications liberalisation and economic development note:
When India liberalised its local telecommunications market in the mid‐1990s, ineffective regulation created conflicts
over interconnection and licensing terms, delayed network expansion, and adversely affected private investment.
These difficulties have now been overcome, and the sector is growing strongly. Strong growth has also occurred in
China, which maintained its state monopoly, but with an ambitious public investment program that led to a more
than tenfold expansion of the telecommunications network. Another World Bank study gives examples of how
telecommunications liberalisation may have already reduced prices in other Mediterranean countries outside Libya.
In Morocco, the threat of competition from awarding a license to a second telecommunications firm caused the
domestic incumbent to lower tariffs four times in one year. In Jordan, competition between Egyptian owned and
Jordanian owned telecommunications firms led to a reduction in the price of mobile telecommunications.
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monopoly is not currently planned, foreign companies have made major contributions to the
development of a modern network.
Further development of the sector is likely to play an important role in the dynamic development
of the Libyan economy, whether though liberalisation or public investment. The World Bank
studies indicate that if the sector is liberalised, effective regulation will be a key factor in
achieving potential benefits. Further efficiency gains may be available from regulatory
convergence with the EU, although careful management would be needed to ensure that the
benefits outweigh the potential negotiation, transition and compliance costs of convergence.106
Preferential liberalisation of Libya’s telecommunications industry would benefit EU suppliers (see
chapter 7, policy recommendations, No. 9).
Social impacts
No significant social issues have been identified other than those associated with the industry’s
potential to contribute to the dynamic growth of the Libyan economy.
Environmental impacts
No significant environmental impacts have been identified.

6.2.3.2 Financial services
Economic impacts
Financial services are part of the other commercial services group in the economic modelling
analysis. The results indicate a significant contraction of the Libyan domestic industry for this
group, of 4 percent for modest liberalisation of services and 8 percent for ambitious
liberalisation. The short term impact on financial services could be larger (or smaller) than for
the group as a whole. In the longer term, the exposure to greater competition can be expected
to stimulate efficiency improvements and growth of the domestic industry, alongside dangers
that it could develop the same weaknesses as have been exhibited by the international financial
services industry.
As indicated by the modelling results, preferential liberalisation of Libya’s financial services
markets would have a small but beneficial effect on EU suppliers, with a larger adverse effect on
Libyan suppliers.
Financial services are backbone services, contributing to both economic growth and poverty
reduction.107 They cover a wide range of activities from the smallest (microfinance) to the
largest (merchant banking) and the most innovative (venture capital). As noted in the previous
section, an even stronger correlation with growth rates has been observed than for
telecommunications, although the direction of cause and effect is indeterminate.
Libya’s financial services industry is highly protected. Shares in some of the state banks have
been offered to Libyan citizens, and private banks are permitted, but the banking sector has not
been opened to foreign institutions.108 There has been some deregulation of the insurance
market but it remains limited.
Experience with financial liberalisation in other countries is mixed, and depends strongly on
effective regulation.109 The experience of the Asian financial crisis in 1997, reinforced by the
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current global crisis, has demonstrated the dangers of financial liberalisation which is not
supported by a strong regulatory framework.110 In Africa, it has been argued in the past that
restructuring was insufficient to change the behaviour of financial institutions. Arguments
suggest that uncontrolled fiscal deficits combined with liberalisation to increase public debt,
while regulatory and supervision mechanisms were inadequate to monitor the working of the
system.111
The World Bank’s report on Finance for Growth presents a strong case that entry of foreign
financial institutions improves the efficiency of the domestic financial sector, strengthens its
stability, and increases access to lending for small SMEs. However, there are some issues with
this study. 112 Domestic banks may be more sensitive than international ones to local cyclical
pressures for credit management, and more likely to address gaps in the credit system for
disadvantaged groups and regions.113
Given the mentioned paradigms, liberalisation of financial services offers potentially significant
economic benefits in Libya along with high risks. Significant short term adjustment impacts are
likely to be experienced as the domestic industry contracts in response to increased competition,
and careful phasing will be needed to minimise these. Strong regulation and supervision will
remain essential, to avoid a significant increase in the risk of financial instability and potential for
major adverse economic and social impacts (see chapter 7, policy recommendations, No. 1, 18).
Social impacts
The social impacts will be closely linked to the economic impacts. In the EU they are expected to
be beneficial but small. Larger potential impacts are expected in Libya. Employment in the
financial services sector is primarily of professionals and high skilled workers, with little direct
influence on poverty. The short term impact on wage rates in the sector is expected to be fairly
neutral, associated with a small decline in employment in local firms and increased demand in
international firms. The main impacts are expected to occur through indirect effects on other
economic sectors. Provided that liberalisation achieves the desired effect of stronger economic
growth, it can be expected to have a significant long term impact on poverty alleviation.
However, if carried out without effective measures to strengthen the regulatory regime, the
greater risk of financial instability would carry corresponding risks of severe adverse social
impacts in both the short term and the long term.
Female employment tends to be relatively high in the sector. However, the gender effects and
other distributional impacts are not expected to be significantly large.
Environmental impacts
No significant environmental impacts have been identified for financial services liberalisation.
Most large financial services organisations in the EU have adopted sustainable development
principles in their operations, and the anticipated increase in their activities in Libya can be
expected to follow these principles. The direct environmental impacts of the sector are relatively
small, and any difference between the operational characteristics of EU and Libyan firms is not
expected to have significant effects.
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Note: The Asian crisis has been ascribed to liberalising prematurely, long‐term foreign borrowing, fragmented
financial regulation and supervision, unclear division of responsibilities, and a restrictive regime regarding foreign
bank entry.
Hodge (2002)
The report cites Argentina as a prime example of the positive impact foreign entry has had on the efficiency and
competitiveness of local banking systems, and as a case where foreign‐owned banks have proved a stabilising force.
The report, written in 2001 shortly before the Argentinean economy collapsed, argued that domination of the
country’s domestic banking industry by foreign ownership, and its reluctance to lend to SMEs, played a major role in
the collapse.
Stiglitz (2002)

56

Final Report
6.2.3.3. Construction services
Economic impacts
Construction and civil engineering are essential components of many aspects of development,
and can contribute large economic benefits. Liberalisation of the sector offers potential for
significant economic gains in the EU as well as Libya, partly through increased mobility of Libyan
workers to Europe. This would depend on the trade agreement including provisions for
movement of construction workers. If liberalisation were restricted to professional staff it would
still tend to stimulate trade in both directions. Libya’s construction industry is reasonably well
developed and has the potential to compete in EU markets as effectively as European companies
compete in its own.
These qualitative considerations are broadly in line with the results of the modelling studies,
which indicate both significant expansion of the Libyan industry and increased exports of
construction services from the EU. Subject to effective market entry support, small and medium
sized construction firms in the EU, which represent 83 per cent of the value added in sector, will
experience relatively strong gains from an FTA.114
Social impacts
In the short term, relaxed entry requirements may result in a small loss of employment of Libyan
professionals, but salary differentials would limit this effect. In the longer term the Libyan
industry is likely to gain from developing its capabilities in response to both the greater
competition and the market opportunities. No significant gender effects are expected.
The overall expansion of the Libya construction industry indicated by the economic modelling
results would increase demand for migrant labour. This may exacerbate existing tensions.
Environmental impacts
Significant adverse environmental impacts can be associated with the construction industry,
particularly in the supply of materials and in atmospheric pollution from cement production and
construction activity. Further expansion of the industry associated with the proposed trade
agreement would add to existing pressures for stronger regulation.

6.2.3.4 Distribution services
Economic impacts
The results of the modelling studies indicate relatively small changes in imports, exports and
domestic output of distribution services of less than 2 percent (Tables 6.1 and A1.13). This may
understate the potential impact of the highly sophisticated technologies and management
techniques employed by European distribution companies. In other countries these have led to
significant market penetration following liberalisation.115 Libya is almost completely closed to
foreign ownership of distribution companies, and so the 30 percent tariff equivalent used in the
model may be an underestimate. Given the low level of sophistication of the wholesale and
retail sector in Libya, European firms are likely to gain market share, particularly SMEs, which
have relatively higher internationalisation levels vis‐a‐vis other SME sectors.116
Social impacts
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difficulties contacting potential overseas customers.
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Op cit. Twenty per cent of wholesale and retail service exports are extra‐European.
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Most of the increase in economic efficiency resulting from liberalisation of distribution services
comes from reduced employment in the industry. The number of small traders can be expected
to decline, with a smaller number of jobs becoming available in new outlets. The economic
welfare gain comes mainly from lower consumer prices, particularly for higher income urban
communities. Herein there may be adverse impacts on small traders,117 which may cause some
form of social unrest especially since the retail market in Libya is strongly dominated by local
shops and an informal sector of souks. In many developing countries, particularly middle income
ones, the potential gains are likely to be compromised by small retailers being squeezed out of
the market and pressures exercised on suppliers by big international retail chains.118 Effective
regulation and appropriate phasing of reforms would be needed in order to mitigate such
effects. In the longer term, liberalisation can be expected to stimulate the development of
modern distribution services companies within Libya.
Environmental impacts
The most significant environmental impacts resulting from the introduction of modern
distribution services outlets arise from the transport impacts of goods being sourced from a
wider area. This may have local pollution impacts as well as contribute to climate change.
Changes in packaging techniques can also lead to additional non‐degradable solid wastes, and
the need for stronger regulation to encourage recycling.119

6.2.3.5 Tourism services
Economic impacts
The tourism industry has been identified by the Libyan government as a key growth industry, and
steps have already been taken to encourage inward investment. Further liberalisation can be
expected to expedite the continued expansion of the sector through the transfer of knowledge
and management skills to domestic providers, particularly in the development of
accommodation and management of fragile cultural resources (including Greek and Roman
ruins).
Economic impacts expected from growth in tourism include increased foreign exchange earnings,
higher real income and increased employment in destinations. Expansion of the tourism sector is
expected to contribute positively to economic diversification and bring positive intersectoral
linkages, particularly in distribution and transportation services.
Social impacts
As the tourism sector traditionally employs one of the highest percentage of female workers,120
opportunities created by expansion of the tourism sector in Libya is expected to have some
positive gender effects. The positive impact on poverty reduction is also well documented. There
is an increased risk of degradation of Libya’s historical cultural assets from increased visitor
numbers.

Environmental impacts
Tourism development in Libya should receive special attention, given the growing interest of
foreign and local investors in developing tourism destinations, particularly along the coast.
Continued sustainable growth will be dependent on appropriate domestic policies, such as
environmental waste management.
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The expansion of the tourism industry bears the danger of degradation of the physical
environment and disruption to wildlife. However, there exists no legal framework to ensure site
integrity and conservation. Infrastructure development and the construction of hotels and
recreational facilities can lead to pollution and land degradation and affect soils, wetlands, and
wildlife. Excessive use of land and resources can lead to losses of biodiversity, if the carrying
capacity of vegetation, wildlife, water resources and marine and coastal environments is
exceeded. This, in turn, has negative impacts for the tourism potential of a region.
Tourism also poses risks on one of the most critical natural resources in Libya, fresh water. While
the depletion of scarce water reserves by other industries is already a cause for concern,
expansion of the tourism sector might lead to even more pressure. The tourism industry is
known for its overuse of water resources to maintain hotels, swimming pools, and golf courses,
and for the personal use by tourists. During high season the number of inhabitants in tourist
regions climbs to many times their normal numbers, increasing water demand dramatically.
The environmental effects of continued growth of tourism will be similar to those for cultural
heritage, with additional pressures on the environment and increased incentives for effective
management and conservation. This will add to other needs for stronger environmental
regulation, including, for example, the development of a sustainable tourism strategy (See
chapter 7 policy recommendations, No 14), targeting economic prosperity, social equity and
cohesion and environmental and cultural protection.
Sustainable tourism practises can be regulated by means of certification systems established by
governments and monitoring tourism suppliers, addressing the environmental performance of
companies, operations and destinations, and corporate social responsibility of operations. The
World Tourism Organisation’s guidelines on the establishment of national certification systems
for sustainable tourism could assist in the supervision, implementation and management of
sustainable tourism projects in Libya.

6.3. Deeper integration
6.3.1. Investment
Economic impacts
As discussed in Section 2, the Libyan government has begun a major programme of
infrastructural investment since the lifting of sanctions, and aims for a significant contribution
from foreign direct investment. Much of the infrastructure is 20–30 years old, and many
production facilities lack reliable modern equipment. Amendments to legislation have enabled
foreign ownership, but licensing procedures are complex and time‐consuming and some key
sectors are excluded.
For manufacturing, some research studies have shown that investment provisions in regional or
bilateral trade agreements can lead to a significant increase in FDI.121 Others draw no solid
conclusions, and indicate that when FDI does increase it does not necessarily lead to higher
growth.122 Investments in mergers and acquisitions do not contribute to developing a country’s
capital stock, while transferring the profit on the capital from domestic to foreign investors (See
chapter 7 policy recommendations No 13).
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The longer term gains to developing countries generally occur when the technologies used by
transnational corporations are taken up by local firms.123 Except in East Asia, successful
technology transfer has tended to be more the exception than the rule. Even here, the most
successful of the countries relied only marginally on FDI for achieving it.124 Most of the countries
of the Middle East and North Africa lack many of the key characteristics associated with the East
Asian success, such as integration into high value‐added global production chains.125 With the
partial exception of Tunisia, Morocco and Egypt, the region as a whole lacks the technological
skills, supplier networks and physical, scientific and institutional infrastructure necessary to
benefit from technology spillovers. Morocco has had positive experiences of attracting
technology‐based investment related to its national development strategy. It has been argued
that in order to build on this, Morocco needs to strengthen its national innovation system and
126
tighten the links to FDI.
Libya would particularly benefit from investment in modernising its technological base. In
negotiating the provisions of the trade agreement, the country has to draw a balance between
attracting such investment and retaining control of industries which it regards as strategic to its
future development (See chapter 7 policy recommendations No 3).
Social impacts
No significant social impacts have been identified other than those directly associated with the
economic impacts.
Environmental impacts
No other significant environmental impacts have been identified other than those directly
associated with the economic impacts.

6.3.2. Public procurement
Economic impacts
Government spending on private sector goods and services averages about 8 percent of GDP in
OECD countries and 5 percent in developing ones.127 The multilateral Uruguay Round included a
Government Procurement Agreement (GPA) defining procedures and thresholds for
international tendering, with provisions for transparency and avoiding the use of technical
barriers to trade. The GPA binds only its signatories. Most developing countries have not joined,
including Libya, which is not yet a WTO member. Proposals at the 1996 WTO conference in
Singapore aimed to extend the GPA to bind all WTO members, but the goal was subsequently
narrowed to focus on the issue of transparency.128 Further discussions on the issue in the WTO
Doha Round have not progressed to the negotiation stage, but the issue may be included in
regional and bilateral agreements. In most of these agreements the EC aims for public
procurement provisions which extend beyond transparency to eliminate restrictive public
procurement practices which discriminate against EU suppliers.129 (See Chapter 7 policy
recommendations No 4)
If the EU‐Libya trade agreement were restricted to the transparency issue the impacts would
likely be small. The necessary transparency procedures would take the form of an external
requirement rather than a national initiative, and might be applied only to those purchasing
decisions that are likely to be challenged by EU companies. There is little evidence on how much
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effect this would have on prices. The proportion of contracts affected would probably be small,
and possibly zero, since preferential treatment would remain legitimate even when a European
bidder offers a lower price than a domestic competitor.
If the agreement goes beyond transparency to include national treatment for EU suppliers, the
potential economic impacts are bigger yet difficult to quantify. Even within Europe’s own single
market, few public contracts are awarded directly to suppliers in other Member States, although
successful tendering through a subsidiary in the purchasing country is common.130 While limited
research has been done into the effect on prices of certain procurement initiatives, a review by
the EC concludes that some products may be nearly 30 percent lower for procurement by open
tender than for direct contracts.131 However, this gives little indication of the influence of cross‐
border trade. Even for trade within a single Member State the observed price difference is due
at least in part to differences between those contracts which require open tendering under EU
legislation and those that do not.
Even less research has been done into the impacts of initiatives in developing countries. From a
review of the literature it has been argued that while much is claimed for the benefits of making
binding commitments to procurement reforms, the evidence is insufficient to make a convincing
case.132
Competitive tendering can be cumbersome and expensive, and even high income countries do
not apply it to all public sector purchases, particularly small ones below a threshold level of
contract value. For some larger contracts the savings are likely to outweigh the procedural costs
with no significant adverse effects. For other types of contract, particularly those directly
associated with national strategy for industrial diversification, inappropriate liberalisation would
eliminate a simple and effective policy tool for economic management and long term
development strategy.
Social impacts
No significant social impacts have been identified other than those directly associated with the
economic impacts.
Environmental impacts
No significant environmental impacts have been identified other than those directly associated
with the economic impacts. Implementation of Green Public Procurement practices would have
beneficial impacts on the environment.

6.3.3. Competition
Economic impacts
Some definitions of competition policy cover a wide range of objectives, including placing
restrictions on subsidies and other forms of government support as well as containing anti‐
competitive practices by private firms. The EU’s Association Agreements with other
Mediterranean countries declare incompatible all: (i) restrictive agreements between
undertakings, (ii) abuses of a dominant position by one or more undertaking, and (iii) state aids
that distort, restrict or prevent competition. These are subject to a safeguard clause which gives
precedence to national legislation over the competition rules contained in the agreement.133
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Restrictive agreements and abuses include cartels, other forms of collusion, predatory pricing
(where the market leader raises its prices after cutting them to drive out the competition), and
the use of mergers and acquisitions to eliminate competitors. Different countries deal with
these issues differently.134 Many developing countries have similarly targeted their competition
policies towards their own specific needs, aiming to optimise competitive conditions for state
intervention and their own national firms. There is a strong economic case for Libya to introduce
and strengthen its national competition laws and policies in parallel with implementing its
privatisation programme, with provisions that are tailored to its own evolving needs.
Few developing countries needed competition laws and policies until they started privatising
their industries in the late 1980s and 1990s. Libya is still at the early stages of privatisation.
Many other developing countries whose privatisation programmes have progressed further than
Libya’s have introduced competition policies of their own accord, with provisions that are usually
tailored to their own needs and simpler to implement than those adopted in high income
countries.135
Little information is available on the economic impact of anti‐competitive practices in developing
countries, since most of the legal actions have been against those based in OECD ones.
Estimates of the effect that various cartels have had on raising prices range from about 10
percent‐100 percent.136 In addition to affecting the costs to consumers in the producing country
there can be adverse impacts on both consumers and producers in the countries to which they
export. It has been estimated that the value of international trade affected by cartels based in
OECD countries could be as high as 12 percent of developing country imports and 2.8 percent of
their GDP.137
Efforts to contain the anti‐competitive behaviour of transnational corporations depend mainly
on competition laws in the US, the EU and other high income countries, cooperating through the
OECD. Since competition law in OECD countries focuses on the damage to their own consumers
and economies, not those of foreign countries, effective national competition policy and
enforcement capacity in developing countries is essential to protecting domestic consumers
from anti‐competitive practices of transnational corporations.
Libya would benefit significantly from introducing and strengthening national competition laws
and policies, provided that they are tailored to its own evolving needs. Libyan consumers will be
the greatest beneficiaries of appropriately strengthened law, as it is expected to lead to lower
priced and higher quality goods and services. In turn, this would raise overall levels of
consumption, with associated flow on benefits to the economy as a whole.
Introducing inappropriate competition policy (for domestic and cross border M&A deals) could
create significant adverse impacts, such as creating overly burdensome procedures for notifying
the government of M&A deals; creating ambiguous timelines under which M&A deals should be
reviewed; improperly or ambiguously defining market share thresholds that trigger anti‐
competitive reviews; over ambiguously defining national security provision triggers; mandating
government intervention through non‐transparent consultation procedures; and inappropriately
protecting administrative monopolies. Inappropriate policies could also raise prices for
consumers in Libya; prevent foreign consumers from potentially enjoying increased consumer
welfare; artificially reduce production in Libya; restrict market access of Libyan companies in
134
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markets abroad and foreign companies in Libya; deter foreign investment; and prevent the
Libyan economy from diversifying as it might with increased competition and foreign investment.
The enforcement of a ban on cartels in an agreement with Libya is highly dependent on how they
are defined. The OECD definition suffers from having to embrace a wide range of national laws
and different interpretations by different jurisdictions.138 Almost any anti‐competitive practice
can be excluded, with the proviso that ‘all exclusions and authorisations of what would
otherwise be hardcore cartels should be transparent and should be reviewed periodically to
assess whether they are both necessary and no broader than necessary to achieve their
overriding policy objectives.139 If this were incorporated into the EU‐Libya trade agreement it
would limit the extent to which one party or the other, or both, is able to define its own means
of achieving its own policy objectives.
Social impacts
No significant social impacts have been identified other than those directly associated with the
economic impacts.
Environmental impacts
No significant environmental impacts have been identified other than those directly associated
with the economic impacts.

6.3.4. Intellectual Property Rights
Economic impacts
In seeking membership of the WTO, Libya will be required to implement the Agreement on Trade
Related aspects of Intellectual Property Rights (TRIPS). The country currently has domestic laws
covering copyrights, trademarks and patents, but these are not fully compatible with TRIPS and
Libya has no comprehensive law on intellectual property rights.
The Intellectual Property laws and legislations which are currently in force in the country are:
-

The Law no. 8 of 1959 on Patents and on Industrial Designs and Models.
The Trade Mark Law no. 40 of August 11, 1956; Amendment Law no. 3 of February 26,
1962.
The Copyright Law no. 7 of 1984 based on Law no. 9 of 1968 on Copyright Protection.

International Agreements:
-

Libya is a member of the Berne Convention for the Protection of Literary and Artistic
Works since 1976;
Libya is a member of the Paris Convention for the Protection of Industrial Property since
1976;
Libya is a member of the WIPO Patent Cooperation Treaty (PCT) since 2005.

In general, the intellectual property legal environment and standards of protection in Libya are
underdeveloped when compared to the TRIPS Agreement's standards of protection. This may be
attributed to the fact that the country has no comparative advantage or any major production
capabilities of related industries in this field. More fundamentally, the country is not yet a WTO
member and hence under no obligation to upgrade its intellectual property laws with the TRIPS
Agreement's standards. In addition, as in the case of other developing and Arab countries, there
138
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is an apparent lack of legal expertise and understanding nationally in this area at both the public
and private levels.140
Following are brief examples under the national law which Libya needs to address in order to
bring its intellectual property legislations in compliance with the levels provided under the TRIPS
Agreement:
First, in the area of Patent Law, unlike the situation under the TRIPS Agreement, the Libyan law
provides that a patent shall not be granted for chemical inventions related to foodstuff, drugs, or
pharmaceutical formulas unless these products are made through special methods or chemical
processes, where in the latter case, the patent shall be granted to the method of production
rather than to the products themselves.141 In addition, Article 10 of the Libyan Patent Law grants
a 15 year period of protection for patents, to be renewable once for a period of 5 years.142
Second, it has been reported that violations of the existing intellectual property laws are
common. For example, in the Business Software Alliance's (BSA) 2007 ranking of the countries
where software piracy is the worst for PC software vendors, Libya featured amongst the top ten
worst countries in the study.143 Some estimates further provide that software piracy levels in
Libya stand at around 87 percent.144 In addition, it has been reported that trademark violations
are widespread and violators are adept at producing credible fakes.145 One of the primary
reasons for such a high level of violations in this and other areas may be attributed to the weak
enforcement measures and penalties contained under the national intellectual property laws
and legislations which do not seem to be sufficient in deterring violations. Following are some
examples of such insufficient penalties:
‐
‐

‐

In the case of a patent infringement, the Libyan Patent Law imposes a penalty of
imprisonment and a fine ranging between 10‐20 Libyan Pounds (approx 6‐12 EURO).146
In the case of copyright infringement, the Libyan Copyright Law imposes a penalty of no
less than 20 Libyan Pounds and not exceeding five hundred Libyan Pounds (approx 12‐
295 EURO).147
In the case of trademark infringement, the Libyan Trade Mark Law imposes a penalty of
imprisonment not exceeding two years and of a fine ranging from 10‐300 Libyan Pounds
(approx 6‐175 EURO).148

It has been reported that the Libyan authorities are currently studying the revision of the overall
intellectual property protection regime in the country and that a number of steps have already
been taken in this regard including the accession to the PCT in 2005 and the signing of a bilateral
Science and Technology Cooperation Agreement with the United States in 2004.149 As reported,
the Agreement provides a mechanism through which the United States and Libya can broaden
cooperation in all scientific and technology fields, and move forward in areas of on‐going
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collaboration such as public health, water resources, and space and upper atmospheric science.
It is designed to support government‐to‐government exchanges, scientific partnerships between
private, academic, and non‐governmental entities, and the establishment of science‐based
industries and promotion of jobs. The Agreement establishes a framework to facilitate exchange
of scientific results and provide protection for intellectual property rights, and will also help
establish a regional dialogue on important science issues, such as the protection of the
environment and the management of shared resources.150
In relation to border measures, it has been reported that customs officials in Libya have recently
denied Indian drug exporters landing permission and some consignments have already been
seized. It is believed that this move came after the United States placed the country on its watch
list for unauthorised use of bulk active pharmaceutical ingredients to manufacture counterfeit
products.151 This, however, led to the complaint by an Indian pharmaceutical company which
stated that its consignment was barred entry on the grounds that it was from `a non‐US, non‐EU
region`.152
As the EU‐Libya trade agreement will most likely come into force before Libya accedes to the
WTO, the inclusion of requirements equivalent to those of TRIPS would require Libya to take
action more quickly than would otherwise be necessary. The agreement might also include
tighter TRIPS‐plus requirements.
The proposed FTA would have a positive impact on Libya in the area of intellectual property
reform. This would subsequently raise the levels of awareness on the issues related to
intellectual property protection in Libya and would improve the implementation and
enforcement of intellectual property rights in the country, attracting new foreign and domestic
investment in high technology and other IP sensitive fields such as oil & gas exploration and
pharmaceutical manufacturing. More importantly, bringing the standards of intellectual property
protection in the country in line with those of the TRIPS Agreement would assist, facilitate, and
speed up Libya's accession bid to the WTO. Such reform would signal the country's readiness and
willingness to positively engage in the global trading regime, playing a more active part in
knowledge transfer related‐activities, and would also encourage European investors and other
high technology producers to consider investing in the country without fear of losing their
intellectual property rights as a result of infringements and violations.
IPR protection in an agreement with Libya may have different effects on development. Most
developed countries, as well as the newly industrialised countries of East Asia, accelerated
technology transfer during their own technological development by encouraging the copying of
foreign designs rather than prohibiting it. These countries have subsequently granted patent
rights to foreign companies, though not until their own technological base was strong enough to
need reciprocal protection for its own rights holders.153 In some countries, this pattern, while
positive in some senses for development, sometimes undermined incentives for innovation and
further economic advances. Libya has not yet reached the point where it may need reciprocal
protection for its own rights holders. In developing its policy on IPR, Libya has to draw a balance
between promoting the use of modern technology in its infrastructure and its major current
industries, notably the oil and gas extraction industry, and its attempts to diversify the economy
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into other high technology sectors. Strong IPR protection in an EU‐Libya agreement would tend
to favour the former, while a degree of laxity in the early stages might benefit the latter.
For the FTA agreement to achieve its goals, a balanced chapter on intellectual property should be
considered. This chapter should focus on striking the balance between the rights of intellectual
property owners and the country's development challenges and aspirations.
The majority of the country's economic and industrial activities remain at an early stage of
development. By way of example, there are few patents granted in the country every year.154 In
the field of pharmaceutical production (an area which is expected to be mostly affected by the
strengthening of intellectual property protection with a direct impact on access to health and
medicines), the country has a limited number of producers with little capability to compete with
foreign producers.155
Although there are calls to diversify the economy and to increase investment in R&D and
technology production in certain sectors such as oil, gas and solar energy, the country remains in
the early stages of such a process.156
Based on the above, an extensive intellectual property protection regime which goes beyond the
standards of TRIPS, particularly in the area of patents and copyrights, would have a negative
impact on the country. This would be the case because the country and its intellectual property
protection regime will be transformed from a TRIPS‐Minus status to a TRIPS‐Plus one with little
preparation and without taking the appropriate time needed to start a process of
industrialisation. This will also likely impose additional administrative and legal costs on the
country.
The EU should instead assist Libya in drafting a TRIPS‐Compliant intellectual property protection
regime that takes into consideration the country's levels of progress and development.157 This
would also give momentum to Libya's WTO accession efforts. It is worth noting that emerging
evidence and research from other countries in the region which signed FTAs containing TRIPS‐
Plus obligations warns against the inclusion of TRIPS‐Plus conditions due to their negative impact
on the developing country member to such agreements.158
Social impacts
No significant social impacts have been identified other than those directly associated with the
economic impacts.
Environmental impacts
No significant environmental impacts have been identified other than those directly associated
with the economic impacts.
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6.3.5. Trade facilitation
Trade facilitation reforms are designed to reduce the costs involved in the cross border
movement of goods and services. Narrow reform measures are limited to the logistics of moving
goods through ports and the preparation and movement of associated documentation. Broader
reforms include the transparency and professionalism of customs and regulatory environments,
the harmonisation of standards, and conformance with international or regional regulations.159
An EU‐Libya trade agreement may include reforms in both of these areas.
Economic impacts
Estimates of the effect of directly incurred trade transaction costs range from 2‐15 percent of
total trade value.160 The modest liberalisation scenario used in the economic modelling studies
evaluates the effects of reducing transaction costs by 1 percent of total trade value, while the
ambitious scenario evaluates the effects of a 3 percent reduction.
Comparative information on transaction costs in different countries has been collected though
the World Bank’s Doing Business project,161 which assesses performance in each of the following
areas:




number of all documents required to export/import goods
time necessary to comply with all procedures required to export/import goods
costs associated with procedures required to export/import goods

A more comprehensive set of indicators developed by the World Bank provides a Logistics
Performance Index which measures the quality of particular sub‐components of the supply chain
using seven indicators of performance162:








efficiency of the clearance process by customs and other border agencies
quality of transport and information technology infrastructure for logistics
ease and affordability of arranging international shipments
competence of the local logistics industry
ability to track and trace international shipments
domestic logistics costs
timeliness of shipments in reaching destination

Since Libya has been relatively isolated from world trade it is not included in either of these
indicator sets. As the Libyan economy is similar to Algeria’s in being dominated by the oil and
gas industry it may be roughly compared with Algeria. For the Doing Business indicators, Algeria
ranks 114th and Morocco ranks 67th. This compares with performance in EU countries which
ranges from 2nd (Denmark) to 90th (Slovakia). For the Logistics Performance Index, Algeria ranks
140th and Morocco 94th. EU performance ranges from 2nd (Netherlands) to 55th (Bulgaria). It is
unlikely that Libya’s performance in either of these indices would be significantly better than
Algeria’s at this stage of its integration into world markets. This conclusion is reinforced by the
rankings of the two countries in the World Economic Forum’s (WEF) global competitiveness
index. Libya ranks 91st out of 134 countries, and Algeria 99th. On this basis it may be inferred that
the country has much to gain from trade facilitation reforms. As well as reducing logistics and
documentation costs, reforms would contribute to addressing the inefficient bureaucracy and
corruption identified in the WEF report.163
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The modelling study assumes the same percentage reduction in total trade costs for all products
in both the EU and Libya. In practice the transaction costs are likely to be significantly higher in
Libya than in the EU, except for Libyan oil exports. Cost savings are expected to apply primarily
in Libya, and primarily for imports rather than exports. The economic benefits to the EU will
come mainly through increased exports to Libya.
Many developing countries have recognised that a well designed trade facilitation programme
can deliver significant economic benefits, and have embarked on customs modernisation and
other reforms unilaterally. This has often been with development assistance. Many hurdles
have to be surmounted, generally including complex institutional and political issues. One of the
most common causes of failed reform is inadequate or insufficient understanding of the problem
areas that need to be addressed.164 High trade transaction costs generally have several
interrelated causes, which need to be tackled comprehensively for the reform programme to
succeed. For these reasons the benefits and risks associated with committing to such reforms
within a trade agreement are uncertain.
Provisions that may be included in the EU‐Libya trade agreement for cooperation and
coordination between EU and Libyan authorities would have relatively low cost, with minimal
adverse impact if the expected benefits fail to materialise. There may also be a significant
benefit to both parties from including other provisions that are consistent with Libya’s own
objectives for improving the efficiency and effectiveness of its border procedures, with technical
assistance from the EU to help facilitate more rapid action than would otherwise be possible.
Social and environmental impacts
Efficiency improvements will tend to reduce employment associated with goods handling and
border controls. No significant other social or environmental impacts have been identified other
than those directly associated with the economic impacts.
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7. Policy recommendations for Preventative, Mitigation and Enhancement
Measures
7.1. Overview
This section of the report proposes policy recommendations for measures to enhance the
positive sustainability impacts of the proposed trade agreement and to prevent or mitigate
negative ones, as described in Section 4.5 of the project’s Terms of Reference. The aim of the
proposed measures is as stated in EU SIA Handbook (EC, 2006):
‘to assess how best to define a full package of domestic policies and international
initiatives to yield the best possible outcome, not just in terms of trade liberalisation and
economic growth but also of other components of sustainable development. A Trade SIA
should also provide guidelines for the design of possible accompanying measures. Such
measures may go beyond the field of trade as such and may have implications for
internal policy, capacity building or international regulation. Accompanying measures
are intended to maximise the positive impacts of the trade negotiations in question, or
to reduce any negative impacts’.
Measures are proposed for each of the potentially significant impacts identified in the previous
sections of the report. Impacts in the EU and impacts in Libya are considered separately.
Impacts on climate change are discussed in relation to impacts in the EU.
7.2. Significant impacts identified in the SIA
7.2.1. Potentially significant impacts in the EU
No significant adverse impacts within the EU have been identified.
The potentially significant benefits to the EU of the proposed EU‐Libya trade agreement are
greater opportunities for investment, particularly in the energy industry, increased exports of
goods and services for EU suppliers, and greater energy security.


Libya’s strong position as a potential supplier of solar energy presents an important
opportunity for cooperation. The EU and Libya would both benefit economically, while
helping to reduce climate change and contributing to Europe’s energy security needs.



New export market opportunities for European SMEs, particularly in processed foods,
construction services and wholesale and retail, which can be maximised though effective
trade support and promotion activities.
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The main beneficial impacts in Libya of the proposed trade agreement are:







Accelerated expansion of the oil and gas industry and associated upgrading of
technology, arising primarily through increased EU investment. Technology upgrading
will be both formal (new capital equipment, licensing) and informal (training and
management experience).
A potential increase in household incomes in the longer term, provided other economic
sectors respond positively to greater competition.
Accelerated development throughout the Libyan economy associated with liberalisation
of telecommunication services, subject to effective regulation.
Further efficiency gains from convergence of telecommunications regulation with the
EU, subject to careful management to minimise the costs of negotiation, transition and
compliance.
Potentially beneficial environmental effects from liberalising environmental services and
trade in agricultural and non‐agricultural goods and application of green public
procurement practices. These can be maximised by strong policy responses to
opportunities for better regulation.

Potentially beneficial impacts dependent on parallel action to avoid significant hazards may
result from:









Financial services liberalisation. Potentially significant benefits are expected throughout
all sectors of economy from more efficient financial services, accompanied by increased
risks of financial instability if liberalisation is not accompanied by effective regulation.
Liberalisation of investment. Investment that modernises Libya’s technological base
could provide large long term gains, but the country lacks the technological skills,
supplier networks and physical, scientific and institutional infrastructure necessary to
benefit from technology spill‐over effects. In the absence of effective parallel measures
liberalisation could limit Libya’s ability to promote domestic development of key
industries.
Public procurement. Provided that a suitable threshold level is defined excluding small
contracts from the reforms, the savings on many types of large contracts are likely to
outweigh the procedural costs with no significant adverse effects. For other types of
contracts, particularly those directly associated with national strategy for industrial
diversification, inappropriate liberalisation would eliminate a simple and effective policy
tool for economic management and long term development strategy.
Competition policy.
Libya would benefit significantly from introducing and
strengthening national competition laws and policies in parallel with implementing its
privatisation programme, with provisions tailored to its own evolving needs. Significant
adverse impacts, such as reduced investment, could result from introducing policies that
are inappropriate.
Intellectual property rights. Stronger property rights could help to attract investment in
high technology industries such as oil & gas and pharmaceuticals, but any indirect
effects on diversification of the domestic economy into other high technology sectors
would require careful consideration.

The main potentially adverse impacts in Libya are:



Accelerated decline of oil and gas reserves, increasing the need for economic
diversification.
Increased environmental pressures from greater economic growth, adding to the need
for stronger environmental regulation.
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Increased pollution and degradation of biologically sensitive areas from the oil and gas
industry, adding to needs for stronger environmental regulation.
Significant short term adjustment impacts in the domestic financial services industry.
Careful phasing will be needed to minimise these.
Significant decline in production of both agricultural and non‐agricultural goods, with
particular threats to manufacturing and food processing industries.
Exacerbated social tensions in the use of migrant labour, particularly in the construction
industry.
Decline in employment in small retail outlets in the short‐run, requiring effective
regulation and appropriate phasing of reforms until the sector matures over the long
run.
Small adverse gender impacts through declining agricultural production.
Increased environmental pressures from the construction industry, adding to existing
pressures for stronger regulation.
Increased rural‐urban migration, with adverse effects on both rural and urban poverty
unless high added value urban employment takes up the balance.
Increased dependency on food imports and greater vulnerability to fluctuations in world
prices, increasing the need for appropriate food security policies.
Greater over‐fishing of tuna in the Mediterranean, requiring stronger action to
implement the provisions of the International Commission for the Conservation of
Atlantic Tunas.

7.3. Policy recommendations
The following policy recommendations are proposed for actions that may be taken to enhance
beneficial impacts and mitigate or avoid adverse ones. Three types of measure are proposed:
trade‐related measures that may be included in the trade agreement; non‐trade related
measures for cooperation between the EU and Libya that would accompany the trade
agreement; and domestic policy measures that may be implemented in parallel with the trade
agreement.
7.3.1. Trade measures
1. Inclusion of a “Trade and Sustainable Development Chapter” in the FTA, addressing
environmental (and social) issues (including the effective implementation in law and practice
of key Multilateral Environmental Agreements (MEAs); provisions with respect to
implementation and enforcement of domestic environmental legislation; impact monitoring
mechanisms; sector and issue‐specific issues etc).
2. Incorporation of environmental considerations and provisions in other chapters including:
a. A staged approach to the liberalisation of trade and investment in environmentally
sensitive sectors to allow for environmental governance and legislation to be reinforced
prior to full liberalisation in those sectors.
b. Accelerated liberalisation and trade facilitation in relation to environmental goods
and services (including renewable energy and energy efficient technologies as well
as environmentally preferential goods such as organic agriculture)
3. The timing of measures for liberalisation of financial services should be phased to minimise
the adjustment impacts on the Libyan financial services industry and to ensure the prior
development of effective domestic regulation.
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4. Measures for intellectual property rights should be no more stringent than those required
under the TRIPs Agreement of the WTO.
5. Investment measures in the agreement should include specific provisions for the
involvement of Libyan firms, including support for technological upgrading, enterprise‐based
technological learning and the development of domestic design and engineering capabilities.
6. Public procurement measures in the agreement should be restricted to those types of
contract for which procedural costs are demonstrably less than the expected savings, and
which play no significant role in domestic economic management or implementation of
Libya’s long term development strategy.
7. Competition policy measures in the agreement should be restricted to cooperation on the
development of Libyan competition laws and policies that are appropriate for the country’s
specific needs at its current stage of development.
8. Support for national and EU‐wide internationalisation agencies in the provision of essential
market information and assistance to EU SMEs to overcome structural, financial and
knowledge barriers in exporting to Libya.
7.3.2. Cooperation measures
9. Cooperative programme on solar energy development involving the EU, Libya and the other
Maghreb countries. Consideration should also be given to inclusion of the eastern
Mediterranean countries. Such a programme is expected to take at least two decades to
bear fruit, and should therefore be introduced as quickly as possible.
10. Joint action by the EU and Libya in fully implementing the provisions of the International
Commission for the Conservation of Atlantic Tunas.
11. Cooperative assistance with the development and implementation of a Libyan mise à niveau
programme, aimed at enabling industrial companies to respond positively to increased
competition from European suppliers. A similar programme in Tunisia has proved effective in
upgrading technical equipment, transferring technical skills, improving logistics and financial
restructuring.
12. Cooperative assistance with strengthening regulation of the telecommunications industry
and gradual convergence with EU standards.
13. Cooperative assistance with strengthening environmental regulation in Libya, with particular
emphasis on the oil and gas industry, the construction industry, and the conservation of
biologically sensitive areas.
14. Cooperative assistance with promotion of modern irrigation, water harvesting and water
recycling techniques to minimise effects of changed patterns of agricultural production.
15. Cooperative assistance in strengthening Libya’s administrative capacity to negotiate and
implement trade reforms, for example through study visits and secondments to
corresponding agencies in EU Member States.
7.3.3. Domestic measures in the EU
16. Continued efforts to increase coherence between EU policies on climate change and energy
supply, such as to reduce dependence on imported fossil fuels.
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7.3.4. Domestic measures in Libya
17. Introduce a sustainable tourism strategy to strengthen conservation measures for
environmental and cultural assets, to ensure no net loss from growth in tourism.
18. Strengthening environmental regulation, with particular emphasis on the oil and gas
industry, the construction industry, and the conservation of biologically sensitive areas.
19. Develop a national strategy for sustainable development as required by the 1992 UN
Conference on Environment and Development.
20. Develop a natural disaster plan to cater for increased risks arising from expansion of the oil
and gas industry.
21. Introduce effective measures to strengthen financial services regulation prior to
implementation of liberalisation measures.
22. Develop and implement a mise à niveau (industrial upgrading) programme targeting small‐
and medium sized industrial enterprises aimed at enabling enterprises to respond positively
to increased competition from European suppliers.
23. Strengthen strategic planning for diversification of the economy into high technology
sectors, including programmes for technology upgrading and integration into global supplier
networks.
24. Reform regulation of the retail sector to take account of increasing penetration by EU
suppliers.
25. Strengthen social programmes to ease tensions over the use of migrant labour, particularly
in the construction industry.
26. Promote modern irrigation, water harvesting and water recycling techniques to minimise
effects of changed patterns of agricultural production.
27. Strengthen rural social programmes to counter potential gender impacts of declining
agricultural employment.
28. Amend provisions for food subsidies, to maximise efficiency while buffering increased effects
of world price fluctuations.
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8.2 Electronic SIA‐Trade Newsletter
As part of the project’s consultation activities, an EU‐Libya
Trade SIA newsletter was disseminated electronically to
the consultation network following the publication of the
Draft Interim Technical Report. The newsletter included a
summary of the project’s progress and main research
results, and provided an overview of economic, social, and
environmental impacts from the project research. The
newsletter has also been an important element of
ensuring the project’s visibility amongst key stakeholders.
In addition to the release of the newsletter, the project
team has also regularly emailed the stakeholder network
encouraging users to register their details online and
provide feedback on the SIA process and core
sustainability issues from a local perspective. The project
emails have coincided with the release of each report in
the study and has also been a useful tool receive feedback
and further expand the consultation network as the
project has proceeded.

comments on SIA

8.3 Consultation Workshops
The first civil society workshop was held in Brussels on 29 January 2009 to establish a dialogue
and to gather the views of interested parties (business, local public administrations and civil
society in particular). A copy of the minutes from this meeting is available online at www.eulibya‐
sia.org. The key outcomes from the first civil society workshop, covering the issues of sectoral
selection, trade diversion, and sustainable business practice have been incorporated and
assessed by the research teams in both the Inception Report and Draft Interim Technical Report.
A full one‐day consultation workshop with local project stakeholders was also held, in Tripoli,
Libya on 18 May 2009. The local workshop was designed to gather the views of local
stakeholders and specific feedback and comments on the Interim Technical Report and on the
project in general. The specific key issues raised in the local workshop and the dialogue in
general have been incorporated into the report. The agenda for the local workshop is attached
as Annex 4, the participant list as Table 8.1 and the draft minutes in Annex 5. The evaluation
summary of the local workshop is also presented in Annex 6. All Information regarding the
project and access to project documents is available at www.eulibya‐sia.org.
A further civil society meeting to discuss the Draft Final Report was held in Brussels on 16 July
2009.
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8.4 Interviews
Key Informant Interviews have been conducted in the later stage of Phase Two and early Stage of
Phase Three of the project, following distribution of the Draft Interim Technical Report via email
and the project website to the stakeholder network. Key stakeholders have been contacted for
telephone or face‐to‐face interviews as appropriate. The first round of interviews conducted in
the early stages of Phase Two of the project where not as informative or authoritative as hoped
by the research team, as many of the respondents first wanted to examine the key research
assessments of the Interim Technical Report prior to commenting on research impacts; however,
the project team benefited from being provided with key research scope priorities from
stakeholders.
The Management and Research Coordination Team and Local Impact Team identified and
contacted key interviewees and this stage of the project constituted the most direct form of
stakeholder engagement in the project. The project teams, both in advance and following the
local workshop in Tripoli, meet with key stakeholders and conducted a series of face‐to‐face
interviews on the impacts from proposed trade liberalisation between the EU and Libya. Using a
standard list of questions, the interviews were conducted with the business communities, social
and environment groups and the Libyan government and provided a range of useful qualitative
data to support the project’s research findings. Several of these interviews were required to be
conducted on a confidential basis.
8.5 Questionnaires
Following the analysis of consultation from the research team from the first round of interviews,
it was determined that a questionnaire would be most effective following the publication of the
Draft Interim Technical Report. This approach was designed to provide stakeholders with a key
understanding of the preliminary assessment for their feedback to be incorporated in the
additional research impacts to be undertaken by all research teams. Two questionnaires were
designed and disseminated by the project team covering key business impacts and key social and
environmental impacts. The questionnaires are included as Annex 7 of this report. The
questionnaire, which is available online and was also distributed electronically to the stakeholder
network and in hard copy of the local workshop and at related key meetings, has been useful to
obtain further quantitative and qualitative data from an expanded spectrum of industry, NGOs,
and civil society. Key issues were incorporated into this report by the Sustainable Policy Team.
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Annex 2: Computable General Equilibrium model
A 2.0

Overview

Economic data for Libya are quite limited. Most important, Libya is not in the standard global
Computable General Equilibrium (CGE) database – GTAP. This has meant we have two options
for modelling EU‐Libya trade. These are partial equilibrium modelling, or building a general
equilibrium model from scratch. Our original proposal was to follow the first approach. It is
faster, but has a number of disadvantages, as we are then unable to focus on the general
equilibrium nature of a broad trade agreement. Given the disadvantages of partial equilibrium
modelling, we have instead followed the second option. In particular, we have built a 3‐region
model of EU trade with Libya for the purpose of this study. The regions are Libya, the EU, and
the rest of the world. This annex provides an overview of technical aspects of the model. This
first section provides a more non‐technical summary.
The starting point for the CGE model is the construction of a three region social accounting
matrix. This has involved trade data for 2007 from the COMTRADE database for goods, bilateral
total commercial services trade from the WTO, data on value added and production from the
Libyan government, and the GTAP input‐output structure for the composite region Libya/Algeria
(other North Africa) EU and Libya. Working from these data, we have constructed a social
accounting matrix for Libya for 2007, following the standard GTAP format. We have estimated
services trade flows from the combination of WTO data for Libya, bilateral data for the
composite Libya/Algeria region (from CEPII and the CPB), and the underlying input‐output tables.
The resulting dataset, in GTAP format, is a 3 region, 10‐sector database benchmarked to 2007
and valued in Euros.
Policy data come from different sources. According to the WTO, IMF, and OECD, Libya does not
maintain import tariffs on goods. However, there is a 4 percent consumption tax on imports,
which is just a tariff by another name. Indeed, both the OECD and IMF have been pressuring
Libya to list this tax explicitly in its tariff schedule as an import tax. In the model, this is
represented as an import tax. On the EU side, import tariffs are taken from the GTAP database,
as applied against the GTAP composite Libya/Algeria region. Services barriers come from two
sources. For Libya, we have gravity estimates from Francois, Hoekman, and Woerz (2007) for
trade in commercial services. We have used this as the benchmark rate of protection. For the
EU, we have taken estimates of EU barriers against extra‐EU partners from ongoing research
with DG‐Trade on EU non‐tariff barriers affecting trade Canada, Japan, and the United States.
These estimates are more sector‐specific. (Unpublished source: “Draft Study on EU‐US Non‐
Tariff Measures,“ ECORYS led project consortium report, 2009.)
The theoretical structure of the model follows the Francois, van Meijl, and van Tongeren (2005)
theoretical structure, with CES based trade (a mix of Armington and monopolistic competition
based trade), and with services trade barrier reduction modelled as reductions in iceberg trade
costs. We also model trade facilitation (reduction in real resource costs linked to the bilateral
trade relationship and due to procedures, regulations, and other related administrative burdens)
as a reduction in iceberg costs as well.
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that are not pre‐advised. It is advisable that exports are covered by pre‐opened letters of credit
duly confirmed by a first class bank outside Libya."166
Our assumption here is that there is partial progress in these areas, but not full progress. The
degree of services liberalisation proves critical to the estimates reported in the main body of the
report, so potential gains for Libya hinge on the depth of reforms in these areas. Tariffs actually
prove to be relatively unimportant to the overall outcome.
A 2.1 Technical Details  Introduction
The core CGE model is based on the assumption of optimising behaviour on the part of
consumers, producers, and government. Consumers maximise utility subject to a budget
constraint, and producers maximise profits by combining intermediate inputs and primary
factors at least possible cost, for a given technology. The model employed here is based on
Francois, van Meijl, and van Tongeren (2005). It is a standard, multi‐region Computable General
Equilibrium (CGE) model, with important features related to the structure of competition (as
described by Francois and Roland‐Holst 1997). Imperfect competition features are described in
detail in Francois (1998). Social accounting data follow conventions for the structure of the GTAP
dataset (www.gtap.org).
The model is implemented in GEMPACK, a software package designed for solving large applied
general equilibrium models167. The model is solved as an explicit non‐linear system of equations,
through techniques described by Harrison and Pearson (1994). More information can be
obtained http://www.monash.edu.au/policy/gempack.htm. For a detailed discussion of the basic
algebraic model structure represented by the GEMPACK code, refer to Hertel (1996). This
remainder of appendix provides a broad overview of the model and detailed discussion of
mathematical structure is limited to added features, while the standard GTAP structure is
covered in Hertel (1996).
A 2.2

General Model Structure

The general conceptual structure of a regional economy in the model is as follows: firms
produce output, employing land, labour, capital, and natural resources and combine these with
intermediate inputs, within each region/country. Firm output is purchased by consumers,
government, the investment sector, and by other firms. Firm output can also be sold for export.
Land is only employed in the agricultural sectors, while capital and labour (both skilled and
unskilled) are mobile between all production sectors. While capital is assumed to be fully mobile
within regions, land, labour and natural resources are not.

166

167

AUSTRADE (2009), "Doing business in Libya," government of Australia, accessed 30 April
2009.
http://www.austrade.gov.au/Doing‐business‐in‐Libya/default.aspx
The result of our analysis can be downloaded and replicated our results, but the user will need access to GEMPACK,
in order to make modifications to the code or data.
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Fig. A‐1 Nested production structure
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Taxes and policy variables

Taxes are included in the theory of the model at several levels. Production taxes are either
placed on intermediate or primary inputs, or on output. Some trade taxes are modelled at the
border. There are also additional internal taxes that can be placed on domestic or imported
intermediate inputs, and may be applied at differential rates that discriminate against imports.
Where relevant, taxes are also placed on exports, and on primary factor income. Finally, where
indicated by social accounting data as being relevant, taxes are placed on final consumption, and
can be applied differentially to consumption of domestic and imported goods.
Trade policy instruments are represented as import or export taxes/subsidies. This includes
applied most‐favoured nation (MFN) tariffs, antidumping duties, countervailing duties, price
undertakings, export quotas, and other trade restrictions. The major exception is service‐sector
trading costs, which are discussed in the next section. The full set of tariff vectors are based on
WTO tariff schedules, combined with possible Doha and regional initiatives as specified by the
Commission during this project, augmented with data on trade preferences. The set up of
services trade barrier estimates is described below.
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A 2.4

Trade and transportation costs and services barriers

International trade is modelled as a process that explicitly involves trading costs, which include
both trade and transportation services. These trading costs reflect the transaction costs involved
in international trade, as well as the costs of the physical activity of transportation itself. Those
trading costs related to international movement of goods and related logistic services are met by
composite services purchased from a global trade services sector, where the composite
"international trade services" activity is produced as a Cobb‐Douglas composite of regional
exports of trade and transport service exports. Trade‐cost margins are based on reconciled f.o.b.
and c.i.f. trade data.
Frictional trading costs, is another form of trade costs known from the literature. These costs are
implemented in the service sector. They represent real resource costs associated with producing
a service for sale in an export market instead of the domestic market. Conceptually, we have
implemented a linear transformation technology between domestic and export services. This
technology is depicted in Annex Figure 1 below. The straight line AB indicates, given the
resources necessary to produce a unit of services for the domestic market, the feasible amount
that can instead be produced for export using those same resources. If there are not frictional
barriers to trade in services, this line has slope ‐1. This free‐trade case is represented by the line
AC. As we reduce trading costs, the linear transformation line converges on the free trade line,
as indicated in the figure. This approach is used for liberalisation of non‐tariff measures,
affecting both goods and services, where they are modelled as increasing the cost of goods and
services sold to trading partners.
Annex Figure 1: Trading Costs as Iceberg Costs
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A 2.5

Market Structure

A 2.5.1 Demand for imports: Armington sectors
The basic structure of demand in constant returns sectors is Armington preferences. In
Armington sectors, goods are differentiated by country of origin, and the similarity of goods from
different regions is measured by the elasticity of substitution. Formally, within a particular
region, we assume that demand for goods from different regions is aggregated into a composite
import according to the following CES function:
1/  j
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In equation (1), Mj,i,r is the quantity of imports in sector j from region i consumed in region r.
The elasticity of substitution between varieties from different regions is then equal to Mj ,
where Mj=1/(1‐j). Composite imports are combined with the domestic good qD in a second CES
nest, yielding the Armington composite q.
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The elasticity of substitution between the domestic good and composite imports is then equal to
Dj, where Dj=1/(1‐j). At the same time, from the first order conditions, the demand for import
Mj,i,r can then be shown to equal
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where EM j,r represents expenditures on imports in region r on the sector j Armington composite.
In practice, the two nests can be collapsed, so that imports compete directly with each other and
with the corresponding domestic product. This implies that the substitution elasticities in
equations (2) and (3) are equal.

A 2.5.2 Imperfect competition
As indicated in Annex Table 1, we model manufacturing sectors and service sectors as being
imperfectly competitive. The approach we follow has been used in the Michigan and the WTO
assessment of the Uruguay Round, and many recent studies of the Doha Round (see Francois et
al 2005). Recent model testing work indicates that this approach works “best” vis‐à‐vis
Armington models, when tracked against actual trade patterns (i.e. Fox (1999), uses the U.S.‐
Canada FTA as a natural experiment for model testing).
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Formally, within a region r, we assume that demand for differentiated intermediate products
belonging to sector j can be derived from the following CES function, which is now indexed over
firms or varieties instead of over regions. We have

 n
  
 i 1

q j ,r

(4)
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j
j ,i , r





1/ j

where j,i,r is the demand share preference parameter, Xj,i,r is demand for variety i of product j in
region r, and j = 1/(1‐j) is the elasticity of substitution between any two varieties of the good.
Note that we can interpret q as the output of a constant returns assembly process, where the
resulting composite product enters consumption and/or production.
Equation (4) could
therefore be interpreted as representing an assembly function embedded in the production
technology of firms that use intermediates in production of final goods, and alternatively as
representing a CES aggregator implicit in consumer utility functions. In the literature, and in our
model, both cases are specified with the same functional form. While we have technically
dropped the Armington assumption by allowing firms to differentiate products, the vector of 
parameters still provides a partial geographic anchor for production. (Francois and Roland‐Holst
1997, Francois 1998).
Firms in different regions/countries compete directly on a global level. Firms are assumed to
exhibit monopolistically competitive behaviour. This means that individual firms produce unique
varieties of good or service j, and hence are monopolists within their chosen market niche.
Given the demand for variety, reflected in equation (4), the demand for each variety is less than
perfectly elastic. However, while firms are thus able to price as monopolists, free entry (at least
in the long‐run) drives their economic profits to zero, so that pricing is at average cost. The joint
assumptions of average cost pricing and monopoly pricing, under Bertrand behaviour, imply the
following conditions for each firm fi in region i:
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The elasticity of demand for each firm fi will be defined by the following conditions.

(7)

(8)



j, f,i

=  j + (1   j )  j, f,i

P f,i MC f,i 1
=
 f,i
P f,i
95

EU‐Libya Trade SIA

In a fully symmetric equilibrium, we would have =n‐1. However, the calibrated model includes
CES weights  , in each regional CES aggregation function, that will vary for firms from different
regions/countries. Under these conditions,  is a quantity weighted measure of market share.
To close the system for regional production, we index total resource costs for sector j in region i
by the resource index Z. Full employment of resources hired by firms in the sector j in region i
then implies the following condition.
ni

Z j, i =  TC j, i, f

(9)

f =1

Cost functions for individual firms are defined as follows:
(10)

C( x j,i ) = ( a j,i + b j,i x j,i ) PZ j,i

This specification of monopolistic competition is implemented under the “large group”
assumption, which means that firms treat the variable n as "large", so that the perceived
elasticity of demand equals the elasticity of substitution. The relevant set of equations then
collapses to the following:
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j

X
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In equation (12), n0 denotes the number of firms in the benchmark. Through calibration, the
initial CES weights in equation (12) include the valuation of variety. As a result, the reduced form
exhibits external scale effects, determined by changes in variety based on firm entry and exit,
and determined by the substitution and scale elasticities.

A 2.6

Composite household and final demand structure

Final demand is determined by an upper‐tier Cobb‐Douglas preference function, which allocates
income in fixed shares to current consumption, investment, and government services. This yields
a fixed savings rate. Government services are produced by a Leontief technology, with
household/government transfers being endogenous. The lower‐tier nest for current
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consumption is also specified as a Cobb‐Douglas. The regional capital markets adjust so that
changes in savings match changes in regional investment expenditures168.

A 2.7

Capital accumulation and investment

An important feature of the model involves a savings‐investment‐capital link, whereby the static
or direct income effects of trade liberalisation induce shifts in the regional pattern of savings and
investment. These effects have been explored extensively in the trade literature, including
Baldwin and Francois (1999), Smith (1976, 1977), and Srinivasan and Bhagwati (1980). Several
studies of regional and multilateral trade agreements have also incorporated variations on this
mechanism. Such effects compound initial output welfare effects over the medium‐run, and can
magnify income gains or losses. How much these "accumulation effects" will supplement static
effects depends on a number of factors, including the marginal product of capital and underlying
savings behaviour. In the present application, we work with a classical savings‐investment
mechanism (Francois et al 1996). This means we model medium‐ to long‐run linkages between
changes in income, savings, and investment. The results reported here therefore include
changes in the capital stock, and the medium‐ to long‐run implications of such changes.

168

Note that the Cobb‐Douglas demand function is a special case of the CDE demand function employed in the
standard GTAP model code. It is implemented through GEMPACK parameter files.
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9

10

day from the current 1.8 million per day. This is not
reflected in the 6% energy output change in the
modeling results.
:
Why are taxes levied on imported products not
being modelled more precisely?
, the Al‐Istishariya
Business Council:
Do the modelling results indicate or relate to the
distribution of wealth?

11

, MKE Attorneys‐at‐Law:
Are inflation and currency exchange included in the
modelling?

12

:
How is the Social Accounting Matrix (SAM)
determined?

13

:
How was the 30% services barrier calculated?

14

:
Does the modelling include visa procedure impacts
and transaction costs?
:
Was the movement of manpower in the region
taken into account?

15

16

17

18

, the National Authority
of Scientific Research:
Do the modelling results indicate real income
effects?
:
Please clarify the revenue figures of the Libyan Tax
Authority which recently stated that 4 Billion Libyan
Dinar was raised from tariffs last year.

:
The main issue in Libya is not the lack of investment
in education and health but rather the
management of the investment to achieve social
improvements. Without improved public service
management practices the significant social
investments from revenue would be wasted. There
is currently very limited capacity to manage large
scale infrastructure development in Libya and little
capacity for social infrastructure maintenance.
While universities and hospitals have satisfactory
equipment levels there is limited knowledge on
how to manage these programs.
It is difficult to assess social impacts resulting from
unemployment accurately as the government
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Noted in report. Refer footnote 37.

Modelling results include figures on skilled and
unskilled workers, and wage change. Further
discussion of wealth distribution was included in the
quantitative consideration of social impacts.
In the general equilibrium modelling
macroeconomic indicators for all markets are taken
into account. The data is benchmarked to 2004 with
projections to 2007, this is the latest that can be
modelled with the available data. The results also
include changes in oil prices.
Initially only an aggregated SAM was available in
the data with Tunisia. Using standard GTAP
methodology, starting from this aggregated SAM,
the SAM was calculated for Libya.
This figure is based on gravity modelling estimates
and is outlined in the technical annex to the report
with model estimates of GDP, trade costs, tariffs
and the distance between what would be predicted
as normal trade in services. This prediction of a
normal level of trade then leads to an estimation of
barriers through ad‐valorem barriers to services
trade.
The gravity estimates of services barriers include
any costs restricting trade in services and thus
include transaction costs as well.
The movement of manpower could not be included
at this stage as there is currently no bilateral
migration data available between countries, and
even in such circumstances where data exists, it is
difficult to quantify due to illegal immigration.
Income effect increases are outlined in the report.

Modelling Team representative
explained the difficulty of government data in Libya.
Officially Libya does not receive income from tariff
barriers. The modelling assumes 4% revenue from
consumption taxes. The results indicate that income
effects outweigh any lost tariff revenues.
Noted in the report, chapter two.
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20

21

22

23

24

figures are inconsistent. In fact there is no one
Ministry solely in charge of employment policy or
the calculation of labour market figures which
creates conflicting data and assessments.
Water regulations which have improved in recent
years are not implemented.
:
What are the minimal EU impacts from a proposed
FTA?
While impacts are minimal it is important for the
FTA to create synergies for both partners.
Improvements need to take place in transparency,
technology transfer processes, and education.
Factors which improve Libyan well‐being will also
have a positive impact for Europe.
:
There has not been sufficient consultation and
discussion within Libya on the aspects of
negotiation from a Libyan perspective. Libyan
experts have not been consulted by the Libyan
government.
It is difficult for Libyans to acquire visas to visit
Europe. Hopefully the Libyan government would
raise this as part of the negotiations.
:
Central to sustainable development and
environmental impacts is the political process.
Within Libya there are sensitivities curtailing and
restricting advances in sustainable development
policies. The impacts of governance should be more
strongly highlighted in the study.
:
The study should highlight benefits and not be part
of the political process.
The negotiating process is a new experience for
Libya and the Libyan negotiating team has been in
constant consultation with over 50 persons from
different sectors. With this consultation, and the
results of the study, the government hoped to have
a fully informed understanding of key benefits.
:
Are the European Union’s trade agreement and
impact studies publicly available?
, United Nations Resident Coordinator
in Libya, delivered a presentation on Challenges
and progress in achieving the Millennium
Development Goals in Libya, and highlighted:
Human resources capacity in general is very
important, there’s a need to improve educational
quality to support increased human resources
capacity and experience.
There exists a predominance of public sector
employment which employs 900,000 persons and
comprises 20% of the workforce, but accurate data
is difficult to obtain.
The dominance in the country of monopolies
creates a “feeble spirit of competitiveness” which
impacts on the growth and strength of the private
sector.
The prominence of corruption is increasingly being
noted by the government and programs have
commenced to address corruption.
The role of SMEs in developing the economy is
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The impacts in the EU are a 0.1 per cent increase in
GDP and a potentially slight increase in carbon
emission resulting from increased fossil fuel imports.

Noted.

Noted in the report.

Noted.

All this information is publicly available via the
website of the European Commission Directorate‐
General for Trade.
See chapter 7, policy recommendations, No. 4, 5

Final Report

25

26

27

28
29

increasingly recognised and the UN has recently
contracted an expert to assist with SME
development strategies.
Government procurement still needs to further
develop appropriate boundaries, safeguards and
controls and the corporate social responsibility of
foreign investors needs to increase to ensure
investors contribute to economic, environmental
and social outcomes in the country.
, Alfateh University and Academy
of Graduate Studies:
A lot of progress has been made in gender equality
in Libya, 70% of university enrolment is now
women. An increasing number of women are also
employed in public administration. On a regional
perspective women’s rights have progressed
including the introduction of equal pay and equal
opportunity regulations.
, Alfateh University and Academy
of Graduate Studies:
Priority areas for the country are water, soil and
biodiversity and as natural resources are depleted
over the next 20 years a new “paradigm for
development” must be established.
:
The work undertaken by the United Nations in
cooperation with natural resources companies in
implementing sustainable policy initiatives with the
Libyan Government, including the sustainable
development fund, has been very positive.
:
Policy responses to improve road safety in Libya are
very urgent.
:
What is the level cooperation between the National
Oil Corporation (NOC) and the United Nations in
relation to the role of environmental impact
assessments?
The assessments are covered weakly, particularly
the issues of chemical and industrial pollution, and
occupational health and safety.

32
33

See chapter 7, policy recommendations, No. 16

Noted.

Noted.

The United Nations undertakes a series of meetings
with natural resources multinationals in the country
and attempts to coordinate its activities with the
NOC as a partner. Libya does not have traditional
non‐government organisations and as a result the
UN works closely with government‐linked bodies.

Noted.

30

31

Noted in the report, chapter three.

Elements of corporate social responsibility are
difficult to enforce, in Libya a competent legal
framework is absent, which results in laws not
often being updated or being weak.
:
One of the most important environmental issues
facing Europe from Libya is a natural disaster,
notably oil, in the Mediterranean. Libya does not
have an effective natural disaster plan and this
should be a priority to develop for the Government
and its international cooperation partners.
, Alfateh University:
Corruption is prevalent in Libya. There is a need for
institutional reform as part of anti‐graft processes.
:
It is important for environmental programmes to
focus on the wetlands in the salty marshes of the
central zone of Libya. There has been a project to
link this area to the Mediterranean two years ago,
but it has not proceeded. This zone has a great
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See chapter 7, policy recommendations, No. 17

Noted.

See chapter 7, policy recommendations, No. 15
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potential for leisure activities.
There exist significant air pollution concerns in the
country resulting from the cement industry.
The cooperation between the Libyan water,
environmental and agricultural agencies, needs to
be improved, as well as the Great Man Made River
(GMMR), which is currently limited.
:
Agricultural irrigation practices in Libya are partly
unsustainable due to current water levels and the
need to ensure the right crops are cultivated for the
environment. The modernisation of agricultural
techniques is important, international standards
should be adopted, for example those used in
Kuwait. Water harvesting and water recycling is not
present in Libya. Libya has 30 sewerage plants but
in reality only one is operating and as a result the
Mediterranean coast is mostly polluted.
:
Agriculture is of great importance for overall
employment levels.
Libya’s tourism policy has the choice between mass
tourism, as promoted in Tunisia, compared to more
specialised cultural tourism. There are implications
for employment and social issues such as the ban
on alcohol.
Other participants:
Commented that Libya needs to develop a
sustainable tourism plan and to consider the
limited supply of alcohol to foreigners as adopted in
other Islamic countries.
:
Currently there are 250,000 agricultural hectares in
Libya which require 1‐2 billion cubic metres of
water per year, however current water resources
are 600 billion cubic metres of water per year, and
thus current agriculture and irrigation practices are
unsustainable.
It is important that this issue is addressed through
new irrigation technologies and agricultural
techniques. Due to an increase in urban water use
and the GMMR, there is a decreasing supply of
water available for agricultural use.
:
A large amount of agricultural land is used by urban
‘weekend farmers’ who have countryside
residences and the land is not used productively or
efficiently.
High food prices in the EU will encourage more
exports of local production to the EU, which in
effect is the export of the scarce water resources of
Libya. Libya’s crop selection is not sustainable; the
current practice of growing of 5kg of watermelon in
Libya requires 15 cubic metres of water and 1 bale
of hale requiring 25 cubic metres of water.
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See chapter 7, policy recommendations, No. 11, 23

See chapter 7, policy recommendations, No. 13, 14

See chapter 7, policy recommendations, No. 11, 23

Noted.
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Annex 5: Minutes of the EU‐Libya Trade Sustainability Impact Assessment Local Workshop 18
May 2009, Al Kabir Hotel, Tripoli, Libya
















Team Leader,
welcomed participants to the Workshop and introduced the
purpose, objectives and agenda of the Workshop.
outlined the process for
discussion and encouraged participants to provide feedback on the study.
Each Workshop participant introduced themselves and their organisation.
A copy of
presentation is attached.
Project Coordinator,
, presented the Overview of EU‐Libya Trade SIA
Procedures and Key Findings. Topics included: European trade overview, SIA framework
and processes and key findings. A copy of the presentation is attached.
from the Libya National Centre for Standardisation and Metrology,
highlighted the following:
 Clarification on the methodology of the Study
 Five priority areas for Libya in the context of EU trade should include: ensuring
food and water security; advancing opportunities in educational and social
research; promoting trade and trade facilitation procedures; ensuring a
structure for the growth of SMEs; and reform in the areas of immigration,
justice and policy with a focus on drug trade and money laundering which
currently present significant challenges.
from the Ministry of Foreign Affairs, Foreign Liaison and
International Cooperation Section noted the following:
 Provided an overview of EU‐Libya trade negotiations from 11 November 2008 in
relation to the Free Trade Agreement.
 Noted the positive role of this workshop in providing on‐the‐ground information
to trade negotiators in both Libya and Europe and appreciated the high level
representative and sector variety of participants from Libya at the workshop.
 Noted that the trade negotiations were complex for Libya as it was the first time
Libya had entered into negotiations of this nature compared to Europe’s
extensive experience in negotiating with regional countries.
 The FTA potentially has positive impacts not only for Libyan trade but also
political impacts including justice, security and political dialogue and these
elements are important for Libya.
 Libya hoped to also develop agreements with Europe in the areas of transport,
environment, corporate laws, information society and tourism.
from ABC Consulting commented that it was pleasing to see the
number of experienced representatives at the Workshop and enquired whether there
would be a series of workshops in Libya in relation to the FTA.
outlined the consultation mechanisms for the SIA, including the two civil
society meetings in Brussels and one local workshop in Libya that are funded by the
European Commission as part of the study.
from Shell Libya noted the importance of separating oil and gas
impacts from other sectors in the study.
indicated that sectoral impacts are considered and that the impacts
relating to oil and gas are analysed through a separate sectoral analysis in the report.
further noted the importance of the inclusion of heritage in the
tourism impacts in the report. He further noted that the issue of Genetically Modified
Organisms should be added to the report, noting that Libya does not allow the
importation of genetically modified food. He mentioned that the study should examine
potential future impacts of the harmonisation of legislation in the areas of food safety,
standards and intellectual property rights.
Modelling Team representative,
presented on the Economic Modelling
Results of the EU‐Libya Trade SIA covering the modelling framework, overview of main
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results, CGE model results, macroeconomic results and sectoral specific results. A copy
of the presentation is attached.
from the Libyan Business Council and
from the Libyan
Investment Authority noted that the modelling results do not take into account the 10%
tax levied on imported products on imports introduced two weeks prior to the
Workshop. This 10% tax replaced the previous 4% tax and is applied to all imports.
also noted proposed FTA was favourable to Libyan business interests and essentially
cost free for Libya, although noted there should also be opportunities for European
business.
noted that the National Oil Corporation (NOC) of Libya plans to increase
oil production to 3 million barrels per day from the current 1.8 million per day and that
this is not reflected in the 6% energy output change in the modelling results.
Miriam Manchin indicated that she would review this result for the next report.
requested further information on the GTAP system and requested
clarification on why taxes levied on imported products are not being modelled more
precisely.
provided more information on GTAP and references for additional
research by participants. It was explained that the research assumed a 4% import tax
across all manufacturing goods given data restrictions.
from the Al‐Istishariya Business Council enquired whether the
modelling results indicated in relation to distribution of wealth.
presented results on skill and unskilled workers wage changes and
indicated that further discussion of wealth distribution was included in the quantitative
consideration of social impacts.
from MKE Attorneys‐at‐Law sought clarification if inflation and currency
exchange are included in the modelling.
indicated that in the general equilibrium modelling, macroeconomic
indicators for all markets are taken into account. Miriam Manchin also noted that data is
benchmarked to 2004 with projections to 2007 and this is the latest that can be modelled
with the available data. The results also include changes in oil prices.
asked for clarification on the process for determining the Social
Accounting Matrix (SAM).
replied that initially only an aggregated SAM was available in the data
with Tunisia. Using standard GTAP methodology, starting from this aggregated SAM, the
SAM was calculated for Libya.
asked how the 30% services barrier was calculated.
indicated that this figure is based on gravity modelling estimates and is
outlined in the technical annex to the report with model estimates of GDP, trade costs,
tariffs and the distance between what would be predicted as normal trade in services.
This prediction of a normal level of trade then leads to an estimation of barriers through
ad‐valorem barriers to services trade.
further asked whether the modelling includes visa procedure impacts
and transaction costs.
indicated that the gravity estimates of services barriers includes any
costs restricting trade in services and thus includes transaction costs as well.
enquired the status of the modelling results taking into account the
movement of manpower in the region.
indicated that this was not able to be included at this stage as there is
currently no bilateral migration data available between countries, and even in such
circumstances where data exists, it is difficult to quantify due to illegal immigration.
from the National Authority of Scientific Research asked if the
modelling results indicate real income effects.
provided further information of income effect increases as outlined in
the report.
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sought clarification on the revenue figures of the Libyan Tax Authority
which recently stated that 4 Billion Libyan Dinar was raised from tariffs last year.
explained the difficulty of government data in Libya and noted the
official position that Libya does not receive income from tariff barriers and the modelling
assumed 4% revenue from consumption taxes. The results indicate that income effects
outweigh any lost tariff revenues.
Project Coordinator,
, presented on behalf of Sustainable Policy Team
Coordinator, Clive George on Trade Sustainability Impact Assessment of the EU‐Libya
Trade SIA. The presentation is attached and covered an overview of Libyan economic,
social and environmental characteristics and overall impacts in these areas; sector
analysis was presented on agriculture, fisheries, processed foods, energy and key
services; deeper integration impacts were presented in the areas of investment, public
procurement, competition, intellectual property rights and trade facilitation.
noted that following:
 The main issue in Libya is not the lack of investment in education and health but
rather the management of the investment to achieve social improvements.
Without improved public service management practices the significant social
investments from revenue would be wasted. There is currently very limited
capacity to manage large scale infrastructure development in Libya and little
capacity for social infrastructure maintenance. While universities and hospitals
have satisfactory equipment levels there is limited knowledge on how to
manage these programs.
 It is difficult to assess social impacts resulting from unemployment accurately as
the government figures are inconsistent. In fact there is no one Ministry solely
in charge of employment policy or the calculation of labour market figures
which creates conflicting data and assessments.
 Water regulations which have improved in recent years are not implemented.
sought clarification on the minimal EU impacts from a proposed FTA and
noted that while impacts were minimal it was important for the FTA to create synergies
for both partners. He suggested improvements in transparency, technology transfer
processes, education and factors which improve Libyan well‐being would also have a
positive impact for Europe. This was followed by a general discussion on the benefits to
Europe and Libya from Libya being integrated into world markets and Euro‐
Mediterranean trading arrangements.
commented that there has not been sufficient consultation and
discussion within Libya on the aspects of negotiation from a Libyan perspective. He felt
that Libyan experts had not been consulted by the Libyan government. He also noted
the difficulty Libyans have in acquiring visas to visit Europe and hoped the Libyan
government would raise this as part of the negotiations.
noted that central to sustainable development and environmental
impacts was the political process and that within Libya there is sensitivities curtailing
and restricting advances is sustainable development policies. He noted that the impacts
of governance should be more strongly highlighted in the study.
noted that the study’s role should be to highlight benefits and not be
part of the political process. He noted that the negotiating process for Libya was a new
experience and the Libyan negotiating team had be in constant consultation with over
50 persons from different sectors. With this consultation, and the results of the study,
the government hoped to have a fully informed understanding of key benefits. There
was a general discussion on the public availability of the analysis undertaken by the
Libyan government.
asked if the European Union’s trade agreement and impact studies were
publicly available.
responded that he understood that all this information is publicly
available via the website of the European Commission Directorate‐General for Trade.
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, United Nations Resident Coordinator in Libya presented on Challenges
and progress in achieving the Millennium Development Goals in Libya and a copy of the
presentation is attached. Key areas covered in the presentation included: the UN in
Libya, Millennium Development Goals and focus areas in Libya, human rights, women
empowerment and domestic violence, and challenges from the perspective of a FTA.
in his presentation additionally highlighted:
 The importance of human resources capacity in general and the need to
improve educational quality to support increased human resources capacity and
experience.
 The predominance of public sector employment which employs 900,000
persons and comprises 20% of the workforce, noting the difficulty of accurate
data.
 The dominance in the country of monopolies creates a “feeble spirit of
competitiveness” which impacts on the growth and strength of the private
sector.
 The prominence of corruption is increasingly being noted by the government
and programs have commenced to address corruption.
 The role of SMEs in developing the economy is increasingly recognised and the
UN has recently contracted an expert to assist with SME development
strategies.
 Government procurement still needs to further develop appropriate
boundaries, safeguards and controls and the corporate social responsibility of
foreign investors needs to increase to ensure investors contribute to economic,
environmental and social outcomes in the country.
the Alfateh University and Academy of Graduate Studies noted
the progress in gender equality in Libya and that 70% of university enrolment is now
women, that there is an increasing number of women employed in public
administration, and that on a regional perspective women rights have progressed
including the introduction of equal pay and equal opportunity regulations. He further
added that the priority areas for the country are water, soil and biodiversity and as
natural resources are depleted over the next 20 years a new “paradigm for
development” must be established.
commented positively on the work undertaken by the United Nations
in cooperating with natural resources companies in implementing sustainable policy
initiatives with the Libyan Government, including the sustainable development fund.
noted the initiative on 5 June 2009 (World Environment Day) in Sabratha
known as a Pilot on Green Cities – where a city wide environment plan will address
issues of recycling, waste management, mechanised solid waste movement, archaeology
benefits and restoration of the fishing port and jointly funded by government and
industry.
noted and it was agreed generally by all Workshop participants on the
urgency for policy responses to improve road safety in Libya.
agreed that
the prevalence of deaths on the road is too high at 60 per week in a country of 6 million
people. He supported policies that provided greater community education in the areas
of the use of seat belts, road speed and road attitudes and enforcement. He indicated
that these issues had been discussed with the government through the United Nations
compiling road safety experiences from five countries for consideration by the Libyan
Government. As yet there has been no project.
enquired to the level cooperation between the National Oil
Corporation (NOC) and the United Nations in relation to the role of environmental
impact assessments. He raised concerns about the weak coverage of the assessments
and raised the issue of chemical and industrial pollution, and occupational health and
safety, in particular.
noted the United Nations undertakes a series of
meetings with natural resources multinationals in the country and attempts to
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coordinate its activities with the NOC as a partner. He also noted that Libya does not
have traditional non‐government organisations and as a result the UN works closely with
government‐linked bodies.
noted the difficulty of enforcement of elements of corporate social
responsibility noting the absence in Libya of a competent legal framework which results
in laws not often being updated or being weak.
commented on the
importance of projects with the justice sector to improve training and administrative
capacity.
noted that one of the most important environmental issues facing Europe
from Libya is a natural disaster, notably oil, in the Mediterranean. Libya does not have
an effective natural disaster plan and this should be a priority to develop for the
Government and its international cooperation partners.
from Alfateh University noted the prevalence of corruption in Libya and
the need for institutional reform as part of anti‐graft processes.
Following the late cancellation of scheduled speaker
from the WWF
Mediterranean Programme Office, a local environmental discussion was led by
from the School of Oriental and African Studies, London and local consortium
partner MEC International.
noted the importance for environmental programmes to focus on the
wetlands in the salty marshes of the central zone of Libya. He noted that there had been
project to link this area to the Mediterranean two years ago but has not proceeded. He
noted the potential for leisure activities in this zone. Further he noted the significant air
pollution concerns in the country resulting from the cement industry and the
importance for improving cooperation between the Libyan water, environmental and
agricultural agencies, as well as the Great Man Made River (GMMR), which is currently
limited. He also noted and presented evidence on the local impacts from deforestation
and the severe environmental impacts from a lack of vegetation cover in the country.
also mentioned the unsustainable practices in Libya of agricultural
irrigation due to current water levels and the need to ensure the right crops are
cultivated for the environment. He suggested modernisation of agricultural techniques
was important and mentioned the adoption of international standards, mentioning
Kuwait. He further noted that water harvesting and water recycling was not present in
Libya.
noted that Libya had 30 sewerage plants but in reality only one
was operating and as a result the Mediterranean coast was mostly polluted.
noted the importance of agriculture on overall employment levels and the
tourism policy choices for Libya between mass tourism, as promoted in Tunisia,
compared to more specialised cultural tourism. He noted the implications for
employment and social issues such as the ban on alcohol. Other participants noted the
importance for Libya to develop a sustainable tourism plan and to consider the limited
supply of alcohol to foreigners as adopted in other Islamic countries.
noted that currently there were 250,000 agricultural hectares in Libya
which require 1‐2 billion cubic metres of water per year, however current water
resources are 600 billion cubic metres of water per year, and thus current agriculture
and irrigation practices are unsustainable. He noted the importance of new irrigation
technologies and agricultural techniques to address this issue and noted that due to
increase urban water use and the GMMR, there was a decreasing supply of water
available for agricultural use.
noted that a large amount of agricultural land was used by urban
‘weekend farmers’ who has countryside residences and the land was not used
productively or efficiently. He also noted high food prices in the EU will encourage more
export of local production to the EU, which in effect is the export of the scarce water
resources of Libya. He noted that Libya’s crop selection is not sustainable; noting the
current practice of growing of 5kg of watermelon in Libya requires 15 cubic metres of
water and 1 bale of hale requiring 25 cubic metres of water.
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The Local Workshop concluded with a summary by
of key discussion points
of the presentations and discussions. Participants were thanked for their highly valued
contribution and were encouraged to complete project questionnaires and the
workshop evaluation forms earlier distributed. Participants were encouraged to
disseminate the study’s findings to other relevant stakeholders and to make additional
comments via the project website up until 29 May 2009.
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Annex 6: Local Workshop Summary Evaluation
The attached workshop evaluation form was distributed to participants upon registration at the
workshop. Instructions and reminders for completing the form were provided to participants,
and time was allocated at the end of the workshop for the evaluation to be completed. In all, 16
completed evaluation forms were returned, representing approximately 45% of the participants
in attendance. The following key findings can be summarised from the evaluations:
Knowledge Gained: 79% of participants felt the workshop presented new perspectives and
valuable insights to the Trade SIA processes and key results of the Draft Interim Technical Report
to a level rated ‘excellent’ or ‘good’. 21% of participants rated the knowledge gained as
‘satisfactory’. No participants rated the knowledge gained as ‘below satisfactory’ or ‘poor’.
Topics and Layout: 86% of participants regarded the topics and layout as well‐structured and in
line with the workshop’s objectives to a level rated ‘excellent’ or ‘good’. 14% of participants
rated the topics and layout as ‘satisfactory’ and no participants regarded this aspect as ‘below
satisfactory’ or ‘poor’.
Clarity of Interim Technical Report: 91% of participants regarded the information provided by
the report to be suitable for dissemination as either ‘excellent’ or ‘good’. 9% of participants
described the Interim Technical Report as ‘satisfactory’.
Expertise of Speakers: Overall the participants found the speakers to be knowledgeable experts
in their fields with 88% of participants rating them as ‘excellent’ or ‘good’. 12% of participants
regarded this aspect as ‘satisfactory’. No participants rated the expertise of speakers as either
‘below satisfactory’ or ‘poor’.
Pre‐Workshop Logistics and Administration: 79% of participants regarded the preliminary
preparations and organisation of the workshop in relation invitation process, travel
arrangements, information dissemination etc with the rank of ‘excellent’ or ‘good’. 21% of
participants found the arrangements, information dissemination etc to be ‘satisfactory’.
Workshop Administration: 81% of participants regarded the venue, meals and overall format of
the workshop itself to be ‘excellent’ or ‘good’. 19% of participants found these aspects of the
workshop to be ‘satisfactory’. No participants regarded pre‐workshop preparations as ‘below
satisfactory’ or ‘poor’.
Communication Skills of Speakers: 87% of participants regarded the delivery of speakers’
presentations and the answering of questions as either ‘excellent’ or ‘good’. 13% of respondents
regarded the communication skills of the speakers as ‘satisfactory’. No participants rated the
communication skills of speakers as ‘below average’ or ‘poor’.
Overall Results: 83% of participants rated the overall results of the workshop as ‘excellent’ or
‘good’ in regard to its usefulness to their work and its fulfilment of their expectations. 17% of
participants rated the workshop as ‘satisfactory’ in this regard. No participants rated the overall
results of the workshop as ‘below satisfactory’ or ‘poor’.
In relation to the specific speakers the following early and general observations can be made:
Most Positive Responses: The speaker which ranked the highest across all categories was
s presentation on “Challenges and progress in achieving the Millennium
Development Goals in Libya” which scored the highest in all categories, namely, ‘usefulness of
information’, ‘presentation and delivery’, ‘relevance of topics’ and ‘overall content’. Also
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particularly well received was the presentation on “Overview of the EU‐Libya Trade SIA
procedures and key findings” by
.
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Annex 7: Questionnaires
A 7.1 Business Impacts Questionnaire

Dear Sir/Madam,
Thank you for your interest in the EU‐Libya Trade Sustainability Impact Assessment (SIA).
The SIA uses the latest analytical and modelling tools to inform policy makers of the
potential economic, social and environmental impacts of a possible Free Trade Agreement
between Libya and the European Union. The SIA relies on stakeholder feedback to gather
quantitative and qualitative information on the commercial impact of trade and investment
regulation on foreign businesses operating in Libya.
We highly value your views on the business environment in Libya. The results will be
aggregated and used solely for the purpose of gathering business views for the SIA study.
Your responses will remain strictly confidential. Further information on the study can be
found at www.eulibya‐sia.org.

Q1.
How many years has your company had business activities with Libya?
_______________________
Q2.
What industry does your business operate in?
___________________________________________

Q3.

How important is the Libyan market for your business?
1= little importance 3 = moderate importance 3 = utmost importance
Today
1

Q4.

2

3

In 3 to 5 years
4

5

1

2

3

4

5

In your opinion, what are the three main challenges you face in terms of market
access barriers or obstacles for your business? Issues may include, but are not
limited to, IP protection, import duties, investment regulation, rules of origin etc.
ISSUE
1.
_____________________________________________________________

ISSUE
2.
_____________________________________________________________

ISSUE
_____________________________________________________________
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Q5.

In terms of economic impact, please provide an estimate of the cost of the above
restrictions on your business (€ per annum).
ISSUE 1. ___________
ISSUE 2. ___________

TOTAL __________________

(Estimated cost of all barriers)

ISSUE 3. ___________

Q6. Please rank the overall level of market restrictiveness in Libya relative to other regional
countries:

EGYPT
ALGERIA
TUNISA
MOROCCO

Q7.

Much
more
open





Moderately
more open

The
same











Moderately
more
restricted





Much
more
restricted





How significant is the impact of the following trade and investment issues to your
commercial activities with Libya?
Major
Impact



Significant
impact



Minor
impact



No
impact



Standards
conformity
assessment procedures









Product
licensing
implementation/enforcement
Rules of origin









































































Import duties
Technical standards

Sanitary and phytosanitary
regulations
Labeling requirements
Intellectual
property
protection
Customs clearance procedures
Import licensing
State trading
Foreign ownership regulations
Profit repatriation
Movement of persons and
related HR regulations
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Q8.

Do you have any additional comments on the business environment in Libya that
should be considered in the EU‐Libya Trade SIA? We would be particularly interested
in policy impacts experienced by your business. Please limit your response to 200
words or less.

Q9. What economic and business priorities do you regard as important for industry as a
whole for a possible FTA between Libya and the European Union? Please limit your
response to 200 words or less.

Q10.

If you are interested in participating in a follow‐up telephone interview, please
provide your contact details below:
Name:________________________________________________________________
Organisation:____________________________________________________________
Email address:_______________________________________________________________
Daytime telephone number:____________________________________________________

Please return the completed questionnaire via e-mail or fax by 29 May 2009 to:

DEVELOPMENT Solutions Ltd.

114

Final Report
A 7.2 Social / Environmental Questionnaire

Dear Sir/Madam,
Thank you for your interest in the EU‐Libya Trade Sustainability Impact Assessment (SIA).
The SIA uses the latest analytical and modelling tools to inform policy makers of the
potential economic, social and environmental impacts of a possible Free Trade Agreement
between Libya and the European Union. In support of this analysis, the SIA uses stakeholder
feedback to gather quantitative and qualitative information on key social and environmental
issues. The results will be aggregated and used solely for the purpose of gathering civil
society views for the SIA study. Your responses will remain strictly confidential. Further
information on the study can be found at www.eulibya‐sia.org.
SOCIAL ISSUES

Q1.

In your opinion, what are the three most significant social development issues facing
Libya? Some of the issues may include, but are not limited to employment, decent
work, poverty, incomes, equality, heath, gender and education.
ISSUE A. _______________________________________

ISSUE B. _______________________________________

ISSUE C. _______________________________________
Q2. Based on your response to the issues listed in question 1, in your opinion, which of
the following sectors are most influential or critical?
ISSUE A

ISSUE B

ISSUE C

Agriculture
Fisheries
Forestry
Food processing
Energy and
petrochemicals
Chemical manufacturing




























Goods manufacturing
Financial services
Construction services
Distribution services
Transport services
Other________________






















Q3. Do you have any additional comments on social issues and impacts that should be
considered in the EU‐Libya Trade SIA? Please emphasise specific issues or policy
areas. Please limit your response to 200 words or less.
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ENVIRONMENTAL ISSUES

Q4.

In your opinion, what are the three most significant environmental development
issues facing Libya? Some of the issues may include, but are not limited to,
atmosphere, air pollution, desertification, flooding, urbanization, natural resource
stocks, biodiversity, waste management, water pollution.
ISSUE D. _________________________________________

ISSUE E. _________________________________________

ISSUE F. _________________________________________

Q5. Based on your response to the issues listed in question 4, in your opinion, which of
the following sectors are most influential or critical?
ISSUE D

ISSUE E

ISSUE F

Agriculture
Fisheries
Forestry
Food processing
Energy and
petrochemicals
Chemical manufacturing




























Goods manufacturing
Financial services
Construction services
Distribution services
Transport services
Other________________
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Q6.

Do you have any additional comments on environmental issues and impacts that
should be considered in the EU‐Libya Trade SIA? Please emphasise specific issues or
policy areas. Please limit your response to 200 words or less.

Q7.

If you are interested in participating in a follow‐up telephone interview, please
provide your contact details below:
Name:________________________________________________________________
Organisation:____________________________________________________________
Email address:_______________________________________________________________
Daytime telephone number:____________________________________________________

Please return the completed questionnaire via e-mail or fax by 29 May 2009 to:

DEVELOPMENT Solutions Ltd.
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