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PRIORITY TO BE GIVEN TO THE “SOCIAL SPHERE” IN
CREATING A SOLID EURO-MEDITERRANEAN AREA

The process of regional integration in the Mediterranean launched by the
Euro-Mediterranean Partnership through its free market programme, will
have to deal with an extremely varied social and economic reality. It will be
faced with a mosaic of various regional areas with heterogeneous social
backgrounds, that are often locked in harsh conflicts that are difficult to
resolve.

These ruptures are not only noticeable in the obvious rift that separates the
countries on the northern shore of the Mediterranean from those on its
southern and eastern shores. The countries on the northern shore are rich
and industrialised, and have not only reached important stages in their
economic and social cohesion process, but are also continuing to follow new
ambitious aims marked by an expansionary movement towards the East. On
the other side of the Mediterranean, there are countries in transition who are
forced to take huge steps forward in order to meet progress standards similar
to those in the West. To tell the truth, the creation of an integrated economic
and social pole in the southern Mediterranean area, and the declaration of a
single interregional market in the Maghreb region and the Middle East,
require geopolitical cohesion. This appears highly unlikely at this point of
time.

Nevertheless, following the launching of the FEuro-Mediterranean
Partnership at the Barcelona Conference in 1995, greater attention has been
paid, at the international level, to studying possible forms of agreement to
create, within the year 2010, a free trade area between the European Union
and the countries on the southern and eastern coasts of the Mediterranean
basin in which manufactured products can freely be exchanged.

An unprecedented number of research projects and studies are now being
conducted on the medium and long term impact of progressive economic
and trade integration in the vast Mediterranean region. There has been wide
debate and analysis of the macro economic and financial characteristics of
each country involved, on the current flows of trade with the European
Union, and on those expected during the next phase of transition. Numerous
diagnoses and methods have been proposed to speed up liberalisation
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reforms and the democratic processes under way in the Middle East and
Northern African countries (MENA).

Although the official programme documents continuously reiterate their aim
to strengthen technical, financial and cultural cooperation in order to create
a prosperous zone and to raise the overall quality of life of the local
populations, and point to the importance of the social aspect of the
development process', in reality, there is a risk that the human dimension
and the need for social cohesion in the area may only be given marginal
consideration in the future, both in the related studies and — even more
worrying — by policy makers.

This can be explained by the reason behind the European Union’s policy to
create a Partnership in the Mediterranean. It was to be an interregional
cooperation and integration project based on the geographical proximity of
the countries involved, as well as on the historical and cultural factors that
have always linked these countries with different populations and realties.

The project was mostly based on economic geographical strategies aimed at
creating, around the Mediterranean basin, an economically strong and
integrated regional pole that was able to respond to the challenge of
economic globalisation and to the increasing trend of the world economy to
cover large regional areas.

The creation of the Euro-Mediterranean Partnership was also favoured by
the equally important need to bring about stability and political equilibrium
in the area, and to guarantee prosperous trade and security for all the
peoples living in the region. In fact, the accumulation of ideological, ethnic
and religious tensions has always created an explosive mix in this area that
has often led to bloody conflicts. The difficult question of Islamic
fundamentalism has still not been solved and the Isracli-Arab Peace Process,
marked by progress, pauses, and setbacks, is still incomplete. The Gulf War,
the frequent armed conflicts in the Middle East, the dramatic conflicts that
have been unleashed in the Balkan region, the emergence of the social and
economic crisis in Albania. All these factors have merely highlighted the
serious threat posed by instability in this area. Therefore, these problems

' See, for example, the final declarations of the European Mediterranean Conferences in Barcellona

(27-28 November 1995), in Madrid (12-13 December 1995) and Paris (21-22 November 1996).
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should be given political priority if complete security is to be guaranteed in
the Mediterranean.

But, from a closer look, we can see that in order to achieve these two
objectives — trade and security — there is an implicit priority need to obtain
widespread and general social well being in all the angles of the
Mediterranean.

The Partnership can be created in a functional and balanced way if its
growth follows three contemporary dimensions: the economic and financial
dimension, the security and political dimension, and the social one. A space
should be created in which we can all discuss and work together to build a
common future, and to transform the Mediterranean basin into an area of
dialogue, reciprocal solidarity and mutual development. This should be
accompanied by a collective sense of responsibility also at the social level.

In recent years, economic globalisation and the economic policy guidelines
promoted by liberalist economists that are so fashionable in the key centres
of global development, have forced the Arab States in the Mediterranean to
abandon their past protectionist policies and to promote structural reforms
aimed at achieving macro economic stability, the creation of internal
markets, the penetration of private capital into the traditional public sectors,
increased international trade, internationalised production and the creation
of integrated financial markets.

Nevertheless, European and Eastern experiences — as well as reports made
after the structural adjustment season — show that this form of development
based on common principles also brings with it new forms of poverty and
wide sacks of socially marginalised groups in wide strata of the population.
It almost appears to be a phenomenon correlated with economic growth
without policies that specifically address social problems.

It also seems as if the complex nature of the social dimension of the
supranational integration process towards advanced and interrelated
economic systems 1s not given great consideration by the international
community. On the contrary, social issues seem to represent but a small part
of a wider plan to re-launch and transform the transitional economies, in
order to assist them — as emerging economies — in their process towards
participation and integration in the regional economic poles and in the great
flows of exchange of capital and products.
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All these elements point to the need to give priority to social aspects in
order to guarantee concrete development that does not create further
problems in the entire Mediterranean area.

While economic growth can be defined as an increase in the material wealth
of a country or of the per capita of its population, development is a wider
and more complex concept that does not consider growth alone, but also
takes into account institutional, structural and qualitative factors that are
important in order to improve the overall life conditions of a population.

On the other hand, it is well known by economic analysts that an increase in
trade — resulting from wider free trade markets and expansion in trade —
produces wealth for all, but also serious problems regarding its distribution.
According to the growth theory, an unequal distribution of the income
produced among the population is inevitable, but it also produces other
acceptable short term effects on the economy”. The development theory,
instead, claims that the unequal distribution of wealth that accompanies
economic growth must be considered to be one of the factors that negatively
influences the development of a society. Therefore, interventions must be
planned that aim at producing a more balanced reallocation of public
resources: « dans un contexte d’enrichssement global la persistence de la
pauvreté pose la question de 1’équité de la croissance et de la distribution
de la richesse crée. Dans [’économie actuelle, le probleme de la pauvreté
est indissociable du probleme des inégalités» (FEMISE 1999).

kksk

Yet, as soon as the debate regarding the social dimension of transition is
opened, numerous problems appear that complicate the general framework.

According to a note low by Kuznets (1995), the concentration of wealth follows a progressive
upturned U-shaped curve which becomes smaller when the turning point is reached. Kuznets’
theory was also supported during the 90s by other authors who justified the hypothesis of a
decreasing trend in inequality once the curve has reached its apex, by pointing to the influence of
factors linked with the very existence of unequal distribution. These are : reductions in interest
rates as a result of an increase in the investments made by richer people, the incentive for poorer
people to obtain higher levels of education that will enable them to find a job, the stimulus for
public redistribution interventions. Most economists, however, have doubts about the automatic
downward part of Kuznets’ curve. They also doubt that unequal distribution of income is
necessary in order to launch growth processes.
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First of all, a question must be posed regarding the methodology. Which
theories and tools of analysis would allow us to provide a single evaluation
of geographical realities that — for certain aspects — are so different from one
another, as is the case of the countries around the Mediterranean basin?
Which logic should be used to approach in an univocal way a territory
whose three main components — Europe, the Maghreb and the Middle East —
differ so much from each other with respect to economic and social life?
According to what criteria can we put together a geo-political reality that is
marked by a net break, above all, between the rich North with its problems
of a strong decline in the birth rate and the apparently unstoppable aging of
populations, on the one hand, and the South with its huge economic and
social problems and its serious problem of overpopulation, on the other?

Despite these great differences, it can be claimed that the processes of
economic development and social evolution recently undergone by the
southern states of the Mediterranean, together with the developmental
processes that will probably appear in the region in the next few years, will
lead to the adoption of similar socio-economic paradigms by the countries
on both sides of the basin. Even more so than we might expect.

In fact, the growth phenomena that characterise the MENA countries do not
strictly follow the same chronological sequence of Europe’s historical
development. European development was based on the industrial revolution,
rapid urbanisation, the Taylor-Ford production model, the development of
mass markets, the growth of the tertiary sector, growth of the small and
medium sized enterprises, local endogenic development, etc. This growth
paradigm has been speeded up by the push of the already highly
industrialised North. It has meant that the development processes of the
MENA countries presents variations to the traditional growth process,
represented by a “leaps and bounds” affect.

In other words, the timing of the West’s developmental phases have not
been replicated in the transitional Mediterranean societies. This is because
the influence and force of the new processes are contaminated by the
Northern culture, by new social paradigms that have already developed in
the European countries, and by the penetration of technological innovation
and new western production models. It is also due to the bilateral
agreements reached over the years with the more advanced north
Mediterranean countries.
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This is exemplified by the changes underway in the MENA countries
regarding the work market and the organisational systems of the production
processes. It is very likely that, in the next few years, there will be a speeded
up reform of traditional contractual agreements regulating work
relationships. This will result in a smaller public sector and the parallel
growth of “atypical” forms of work (temporary work, semi-subordinated
work with more flexible hours, deregulated salaries, etc.). This will be
determined by the need for the Northern African and Middle Eastern
economies to improve their competitiveness with respect to the northern
part of the Basin, which has already been experimenting new forms of
labour relationships for some time. In this sphere of social and economic
life, the countries in the southern and eastern part of the Mediterranean will
experience an historical transition at the same time as the European states,
despite the fact that the two geographical areas are going through different
phases of development.

From this point of view, the whole Mediterranean context should be
analysed and studied using the same parameters to interpret the level of
modernity.

The above consideration would justify a single approach to the problems
posed by the Euro-Mediterranean Partnership. To be more precise, to the
problems linked with a model that integrates the economic growth of the
European Mediterranean markets and gives little or no consideration to the
social problems that might arise, in particular poverty and social
marginalisation.

The study of the impact of transition in the Mediterranean region on the
vulnerable parts of its population — and in particular on the poor — which is
presented herewith, focused on different aspects of methodology and
contents of the problem. These are:

- The different definitions of poverty, the methodology used to measure it,
the survey instruments, and the indicators utilised;

- A comparative analysis of poverty and economic and social deprivation,

as well as of the policies to fight poverty, in five countries of the
Mediterranean basin (Italy, Greece, Morocco, Egypt and Jordan);
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- An analysis of the expected consequences of integrated trade on poverty
and on people’s social conditions;

- Verification of the causative model “creation of a free exchange and
economic and social growth zone”;

- The role and programmes of the international bodies in identifying,
monitoring and preventing poverty in the area;

- The needs of the countries in the south and the role played by the main
players of the transition.

The Report is divided into three parts.

The first part presents and discusses problems on how to define and
measure poverty (Chapter I). It then provides a comparative analysis of the
quantitative and qualitative aspects of the phenomenon in the Mediterranean
countries, through an in-depth statistical analysis and an interpretation of the
relationship between economic growth and social development in the
Mediterranean (Chapter 2).

The second part presents a more in-depth analysis of the five Mediterranean
countries in which the problem of poverty was studied in greater detail
(Italy, Greece, Morocco, Egypt, and Jordan).

Finally, the third part of the Report examines the role and programmes of
international bodies committed to the fight against poverty in developing
countries, and in particular in the Mediterranean. These are mainly the
World Bank (WB), the International Monetary Fund (IMF), and the United
Nations Development Programme (UNDP).

The Report aims to understand and interpret the connections between
economic and social policies. It is based on the central issue of social
cohesion as a factor that conditions any correct long term political strategy
towards the gradual integration of geographically and culturally different
areas.

The efforts of the European Union to create social cohesion among its
member states, as an example of sustainable development in the continent,
is a practical example of the key role played by the “social sphere” in
integration processes. This was also strongly reiterated by the European
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Commission in its Agenda 2000, which aimed at guaranteeing a more solid
and competitive Union.

All this leads to a question: what will be the social impacts — particularly on
the poor — of the introduction of the Euro-Mediterranean Partnership in the
next few years, with its expected increased flow of exchange between the
North and the South and the resulting impulse on economic growth in the
MENA region?
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1. DEFINITIONS OF POVERTY AND MEASUREMENT
METHODOLOGIES

1.1. Changes in interpretative paradigms

Within the framework of economic debate and social research, studies on
poverty gained new impulse during the 80s and 90s, as a result of a general
change in thought, at the international level, on how to approach themes of
development at the global scale. This stimulus influenced research both
from the quantitative point of view, by increasing the amount of empirical
proof and statistical available, and from the qualitative and theoretical
perspective, by refining the methodology used to carry out and measure the
results of surveys, as well as by elaborating interpretative models that study
in greater depth poverty and the causes of deprivation.

In Europe, the extraordinary demographic and economic development and
the process of rapid urbanisation that accompanied the industrial revolution
gave rise, in the first part of the century, to scientific studies on poverty that
used a wide number of instruments that had not been available before. An
increasing number of scientists asked themselves what were the causes of
such widespread poverty, above all in the new industrial cities, and the
institutions were asked to invent mechanisms to ease the conditions of the
most serious cases of poverty. This meant that the pioneering social surveys
had to discover the appropriate criteria and procedures to establish who the
poor were.

However, when the analysis is carried out on a vaster scale and on
geographical areas that vary greatly from each other from the economic and
social points of view, numerous problems regarding definitions and how to
measure poverty arise, together with methodological problems that are
difficult to solve.

On the one hand, there is still great interest in continuing to work in this
area of research, due to moral pressure and a sense of doing good. It is also
due to a fear of the social threat represented by a large strata of needy and
unsatisfied populations living in strategic geographical areas. Finally, it is

11
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also due to the fact that the excessive polarisation of wealth and economic
power in certain areas of the globe will, in the long term, corrode the
aggregate demand and propensity to consume. Therefore, helping an
economically poor country to improve its condition will also favour the
creation of new markets for the most advanced and competitive systems, as
well as widen the boundaries in which they can invest in secure and stable
conditions.

The new geographic lines of growth, the strengthening of the macro regions
for exchange, the subsystem organisation of the great territorial zones, are
all peculiar elements of the new economic cycle that forces the western
nations to compare themselves with the less developed countries, with their
scarcely industrialised and uncompetitive economies and their fragile social
structures and institutions. In fact, the globalisation network requires
increasingly close interaction between areas with different levels of
development, not only at the trade level, but also at the cultural and social
levels. Poverty has thus become an international social phenomenon. The
main international bodies — in particular the World Bank, IMF and UNDP —
have therefore activated an increasing number of advanced research
programmes to carry out surveys on poverty and on the appropriate means
to eradicate 1it.

One of the main problems addressed by those studies is the need to identify
the criteria for classifying those individuals and families that can be
classified as poor, since this is essential for any attempt to analyse the
phenomenon and to design interventions. At the moment, the lack of a
single and commonly accepted definition of who should be considered poor,
together with the still scarce availability of reliable and exhaustive data on
the developing countries, represents a main obstacle to any attempt to carry
out comparative studies on the incidence and profiles of poverty in the
various regions of the planet and, specifically, in the Euro-Mediterranean
Area.

More in detail, the main obstacles are:

- Scarce availability of statistical data, excessive aggregation of the
existing data (that do not allow to divide the surveyed phenomena into
territorial zones), as well as the unreliability of the sources;

- Difficulties in comparing non non-homogeneous geographical areas
which, from the methodological and operational points of view, require

12
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international agreement on compatible definitions and on homogeneous
measurement standards for each unit of analysis;

- At the same time, a north-south world comparison also requires the use
of differentiated qualitative and quantitative evaluation criteria. This is
because, when studying societies at such different stages of
development, the social indicators are so different that they do allow for
the use of the same parameters.

More in general, however, it is particularly difficult to measure poverty in
the Mediterranean basin due to the fact that we are dealing with a process in
rapid transformation. This means that the definitions and survey
instruments used during the first half of the century have become obsolete.
This is true for the most developed countries, in which there is no longer
any sense in studying the whole of society in search of people deprived of
essential goods, and in which new types of “immaterial” types of poverty
are now to be found. But it is also true for the countries on the southern and
eastern shores of the Mediterranean, and more in general for the developing
countries. Here, alongside the traditional material lack of essential material
resources such as food and housing, there are also problems relating to the
relational and social participation dimension. These problems justify the use
of new western categories such as “social exclusion” also for these areas.

Interpretative paradigms change, therefore, and increasing attention is being
paid to the devious forms of marginalisation of individuals and social
groups who find themselves in inferior conditions with respect to others, not
merely from the economic point of view, but also regarding access to
resources, services, and possibilities for personal growth in the individual
and relational spheres.

On the one hand, progress in empirical research on poverty has produced
wider forms of exploratory logic that have allowed for a less partial vision
of the elements needed to determine a state of deprivation and unrest. On
the other hand, however, this expansion in surveys and in the types of
variables adopted has made analysis more complicated, and it has become
increasingly difficult to find a single interpretation for the numerous
analysed factors. In effect, the heterogeneous nature of the various studies in
existence today makes it rather difficult to adopt a single transnational
definition of poverty.

13
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These difficulties cannot all be attributed to the different theories on which
the numerous definitions of poverty are based. In particular, the classic
theories of growth and development have dominated scientific debate for
half a century. The theory of growth blamed poverty on the inward
development of the most backward economic systems, while the theory of
development blamed it on inequality and the lack of intervention
programmes aimed at strengthening the value of human capital. They both
provided the scientific basis for various studies aimed at fighting forms of
deprivation. But it is also true that the different approaches and criteria used
to measure poverty reflect, at least in part, these theoretical perspectives.

1.2. The perspective of economic deprivation: income,
consumption and poverty threshold

The various approaches used to define and measure poverty (Table 1)
include, above all, criteria belonging to a perspective that related social
hardship with economic deprivation. According to this perspective, poverty
is the result of a part of the population having scarce material resources. In
other words, it is due to inadequate income levels.

It is possible to evaluate the grade of prosperity and well being of a country,
above all by measuring its average available economic resources. This is
normally done by measuring the Gross Domestic Product (GDP) per capita
and its growth rate. This indicator reflects the absolute levels of wealth and
overall development of a country in aggregate terms, from within a macro
economic dimension.

14
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PRIORITY TO BE GIVEN TO THE “SOCIAL SPHERE” IN
CREATING A SOLID EURO-MEDITERRANEAN AREA

The process of regional integration in the Mediterranean launched by the
Euro-Mediterranean Partnership through its free market programme, will
have to deal with an extremely varied social and economic reality. It will be
faced with a mosaic of various regional areas with heterogeneous social
backgrounds, that are often locked in harsh conflicts that are difficult to
resolve.

These ruptures are not only noticeable in the obvious rift that separates the
countries on the northern shore of the Mediterranean from those on its
southern and eastern shores. The countries on the northern shore are rich
and industrialised, and have not only reached important stages in their
economic and social cohesion process, but are also continuing to follow new
ambitious aims marked by an expansionary movement towards the East. On
the other side of the Mediterranean, there are countries in transition who are
forced to take huge steps forward in order to meet progress standards similar
to those in the West. To tell the truth, the creation of an integrated economic
and social pole in the southern Mediterranean area, and the declaration of a
single interregional market in the Maghreb region and the Middle East,
require geopolitical cohesion. This appears highly unlikely at this point of
time.

Nevertheless, following the launching of the Euro-Mediterranean
Partnership at the Barcelona Conference in 1995, greater attention has been
paid, at the international level, to studying possible forms of agreement to
create, within the year 2010, a free trade area between the European Union
and the countries on the southern and eastern coasts of the Mediterranean
basin in which manufactured products can freely be exchanged.

An unprecedented number of research projects and studies are now being
conducted on the medium and long term impact of progressive economic
and trade integration in the vast Mediterranean region. There has been wide
debate and analysis of the macro economic and financial characteristics of
each country involved, on the current flows of trade with the European
Union, and on those expected during the next phase of transition. Numerous
diagnoses and methods have been proposed to speed up liberalisation
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reforms and the democratic processes under way in the Middle East and
Northern African countries (MENA).

Although the official programme documents continuously reiterate their aim
to strengthen technical, financial and cultural cooperation in order to create
a prosperous zone and to raise the overall quality of life of the local
populations, and point to the importance of the social aspect of the
development process', in reality, there is a risk that the human dimension
and the need for social cohesion in the area may only be given marginal
consideration in the future, both in the related studies and — even more
worrying — by policy makers.

This can be explained by the reason behind the European Union’s policy to
create a Partnership in the Mediterranean. It was to be an interregional
cooperation and integration project based on the geographical proximity of
the countries involved, as well as on the historical and cultural factors that
have always linked these countries with different populations and realties.

The project was mostly based on economic geographical strategies aimed at
creating, around the Mediterranean basin, an economically strong and
integrated regional pole that was able to respond to the challenge of
economic globalisation and to the increasing trend of the world economy to
cover large regional areas.

The creation of the Euro-Mediterranean Partnership was also favoured by
the equally important need to bring about stability and political equilibrium
in the area, and to guarantee prosperous trade and security for all the
peoples living in the region. In fact, the accumulation of ideological, ethnic
and religious tensions has always created an explosive mix in this area that
has often led to bloody conflicts. The difficult question of Islamic
fundamentalism has still not been solved and the Israeli-Arab Peace Process,
marked by progress, pauses, and setbacks, is still incomplete. The Gulf War,
the frequent armed conflicts in the Middle East, the dramatic conflicts that
have been unleashed in the Balkan region, the emergence of the social and
economic crisis in Albania. All these factors have merely highlighted the
serious threat posed by instability in this area. Therefore, these problems

' See, for example, the final declarations of the European Mediterranean Conferences in Barcellona

(27-28 November 1995), in Madrid (12-13 December 1995) and Paris (21-22 November 1996).
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should be given political priority if complete security is to be guaranteed in
the Mediterranean.

But, from a closer look, we can see that in order to achieve these two
objectives — trade and security — there is an implicit priority need to obtain
widespread and general social well being in all the angles of the
Mediterranean.

The Partnership can be created in a functional and balanced way if its
growth follows three contemporary dimensions: the economic and financial
dimension, the security and political dimension, and the social one. A space
should be created in which we can all discuss and work together to build a
common future, and to transform the Mediterranean basin into an area of
dialogue, reciprocal solidarity and mutual development. This should be
accompanied by a collective sense of responsibility also at the social level.

In recent years, economic globalisation and the economic policy guidelines
promoted by liberalist economists that are so fashionable in the key centres
of global development, have forced the Arab States in the Mediterranean to
abandon their past protectionist policies and to promote structural reforms
aimed at achieving macro economic stability, the creation of internal
markets, the penetration of private capital into the traditional public sectors,
increased international trade, internationalised production and the creation
of integrated financial markets.

Nevertheless, European and Eastern experiences — as well as reports made
after the structural adjustment season — show that this form of development
based on common principles also brings with it new forms of poverty and
wide sacks of socially marginalised groups in wide strata of the population.
It almost appears to be a phenomenon correlated with economic growth
without policies that specifically address social problems.

It also seems as if the complex nature of the social dimension of the
supranational integration process towards advanced and interrelated
economic systems is not given great consideration by the international
community. On the contrary, social issues seem to represent but a small part
of a wider plan to re-launch and transform the transitional economies, in
order to assist them — as emerging economies — in their process towards
participation and integration in the regional economic poles and in the great
flows of exchange of capital and products.
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All these elements point to the need to give priority to social aspects in
order to guarantee concrete development that does not create further
problems in the entire Mediterranean area.

While economic growth can be defined as an increase in the material wealth
of a country or of the per capita of its population, development is a wider
and more complex concept that does not consider growth alone, but also
takes into account institutional, structural and qualitative factors that are
important in order to improve the overall life conditions of a population.

On the other hand, it is well known by economic analysts that an increase in
trade — resulting from wider free trade markets and expansion in trade —
produces wealth for all, but also serious problems regarding its distribution.
According to the growth theory, an unequal distribution of the income
produced among the population is inevitable, but it also produces other
acceptable short term effects on the economy”. The development theory,
instead, claims that the unequal distribution of wealth that accompanies
economic growth must be considered to be one of the factors that negatively
influences the development of a society. Therefore, interventions must be
planned that aim at producing a more balanced reallocation of public
resources: « dans un contexte d’enrichssement global la persistence de la
pauvreté pose la question de [’équité de la croissance et de la distribution
de la richesse créé. Dans |’économie actuelle, le probleme de la pauvreté
est indissociable du probleme des inégalités» (FEMISE 1999).

ook sk

Yet, as soon as the debate regarding the social dimension of transition is
opened, numerous problems appear that complicate the general framework.

According to a note low by Kuznets (1995), the concentration of wealth follows a progressive
upturned U-shaped curve which becomes smaller when the turning point is reached. Kuznets’
theory was also supported during the 90s by other authors who justified the hypothesis of a
decreasing trend in inequality once the curve has reached its apex, by pointing to the influence of
factors linked with the very existence of unequal distribution. These are : reductions in interest
rates as a result of an increase in the investments made by richer people, the incentive for poorer
people to obtain higher levels of education that will enable them to find a job, the stimulus for
public redistribution interventions. Most economists, however, have doubts about the automatic
downward part of Kuznets’ curve. They also doubt that unequal distribution of income is
necessary in order to launch growth processes.
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First of all, a question must be posed regarding the methodology. Which
theories and tools of analysis would allow us to provide a single evaluation
of geographical realities that — for certain aspects — are so different from one
another, as is the case of the countries around the Mediterranean basin?
Which logic should be used to approach in an univocal way a territory
whose three main components — Europe, the Maghreb and the Middle East —
differ so much from each other with respect to economic and social life?
According to what criteria can we put together a geo-political reality that is
marked by a net break, above all, between the rich North with its problems
of a strong decline in the birth rate and the apparently unstoppable aging of
populations, on the one hand, and the South with its huge economic and
social problems and its serious problem of overpopulation, on the other?

Despite these great differences, it can be claimed that the processes of
economic development and social evolution recently undergone by the
southern states of the Mediterranean, together with the developmental
processes that will probably appear in the region in the next few years, will
lead to the adoption of similar socio-economic paradigms by the countries
on both sides of the basin. Even more so than we might expect.

In fact, the growth phenomena that characterise the MENA countries do not
strictly follow the same chronological sequence of Europe’s historical
development. European development was based on the industrial revolution,
rapid urbanisation, the Taylor-Ford production model, the development of
mass markets, the growth of the tertiary sector, growth of the small and
medium sized enterprises, local endogenic development, etc. This growth
paradigm has been speeded up by the push of the already highly
industrialised North. It has meant that the development processes of the
MENA countries presents variations to the traditional growth process,
represented by a “leaps and bounds” affect.

In other words, the timing of the West’s developmental phases have not
been replicated in the transitional Mediterranean societies. This is because
the influence and force of the new processes are contaminated by the
Northern culture, by new social paradigms that have already developed in
the European countries, and by the penetration of technological innovation
and new western production models. It is also due to the bilateral
agreements reached over the years with the more advanced north
Mediterranean countries.
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This is exemplified by the changes underway in the MENA countries
regarding the work market and the organisational systems of the production
processes. It is very likely that, in the next few years, there will be a speeded
up reform of traditional contractual agreements regulating work
relationships. This will result in a smaller public sector and the parallel
growth of “atypical” forms of work (temporary work, semi-subordinated
work with more flexible hours, deregulated salaries, etc.). This will be
determined by the need for the Northern African and Middle Eastern
economies to improve their competitiveness with respect to the northern
part of the Basin, which has already been experimenting new forms of
labour relationships for some time. In this sphere of social and economic
life, the countries in the southern and eastern part of the Mediterranean will
experience an historical transition at the same time as the European states,
despite the fact that the two geographical areas are going through different
phases of development.

From this point of view, the whole Mediterranean context should be
analysed and studied using the same parameters to interpret the level of
modernity.

The above consideration would justify a single approach to the problems
posed by the Euro-Mediterranean Partnership. To be more precise, to the
problems linked with a model that integrates the economic growth of the
European Mediterranean markets and gives little or no consideration to the
social problems that might arise, in particular poverty and social
marginalisation.

The study of the impact of transition in the Mediterranean region on the
vulnerable parts of its population — and in particular on the poor — which is
presented herewith, focused on different aspects of methodology and
contents of the problem. These are:

- The different definitions of poverty, the methodology used to measure it,
the survey instruments, and the indicators utilised;

- A comparative analysis of poverty and economic and social deprivation,
as well as of the policies to fight poverty, in five countries of the
Mediterranean basin (Italy, Greece, Morocco, Egypt and Jordan);
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- An analysis of the expected consequences of integrated trade on poverty
and on people’s social conditions;

- Verification of the causative model “creation of a free exchange and
economic and social growth zone”;

- The role and programmes of the international bodies in identifying,
monitoring and preventing poverty in the area;

- The needs of the countries in the south and the role played by the main
players of the transition.

The Report is divided into three parts.

The first part presents and discusses problems on how to define and
measure poverty (Chapter 1). It then provides a comparative analysis of the
quantitative and qualitative aspects of the phenomenon in the Mediterranean
countries, through an in-depth statistical analysis and an interpretation of the
relationship between economic growth and social development in the
Mediterranean (Chapter 2).

The second part presents a more in-depth analysis of the five Mediterranean
countries in which the problem of poverty was studied in greater detail
(Italy, Greece, Morocco, Egypt, and Jordan).

Finally, the third part of the Report examines the role and programmes of
international bodies committed to the fight against poverty in developing
countries, and in particular in the Mediterranean. These are mainly the
World Bank (WB), the International Monetary Fund (IMF), and the United
Nations Development Programme (UNDP).

The Report aims to understand and interpret the connections between
economic and social policies. It is based on the central issue of social
cohesion as a factor that conditions any correct long term political strategy
towards the gradual integration of geographically and culturally different
areas.

The efforts of the European Union to create social cohesion among its
member states, as an example of sustainable development in the continent,
is a practical example of the key role played by the “social sphere” in
integration processes. This was also strongly reiterated by the European
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Commission in its Agenda 2000, which aimed at guaranteeing a more solid
and competitive Union.

All this leads to a question: what will be the social impacts — particularly on
the poor — of the introduction of the Euro-Mediterranean Partnership in the
next few years, with its expected increased flow of exchange between the
North and the South and the resulting impulse on economic growth in the
MENA region?
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1. DEFINITIONS OF POVERTY AND MEASUREMENT
METHODOLOGIES

1.1. Changes in interpretative paradigms

Within the framework of economic debate and social research, studies on
poverty gained new impulse during the 80s and 90s, as a result of a general
change in thought, at the international level, on how to approach themes of
development at the global scale. This stimulus influenced research both
from the quantitative point of view, by increasing the amount of empirical
proof and statistical available, and from the qualitative and theoretical
perspective, by refining the methodology used to carry out and measure the
results of surveys, as well as by elaborating interpretative models that study
in greater depth poverty and the causes of deprivation.

In Europe, the extraordinary demographic and economic development and
the process of rapid urbanisation that accompanied the industrial revolution
gave rise, in the first part of the century, to scientific studies on poverty that
used a wide number of instruments that had not been available before. An
increasing number of scientists asked themselves what were the causes of
such widespread poverty, above all in the new industrial cities, and the
institutions were asked to invent mechanisms to ease the conditions of the
most serious cases of poverty. This meant that the pioneering social surveys
had to discover the appropriate criteria and procedures to establish who the
poor were.

However, when the analysis is carried out on a vaster scale and on
geographical areas that vary greatly from each other from the economic and
social points of view, numerous problems regarding definitions and how to
measure poverty arise, together with methodological problems that are
difficult to solve.

On the one hand, there is still great interest in continuing to work in this
area of research, due to moral pressure and a sense of doing good. It is also
due to a fear of the social threat represented by a large strata of needy and
unsatisfied populations living in strategic geographical areas. Finally, it is

11
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also due to the fact that the excessive polarisation of wealth and economic
power in certain areas of the globe will, in the long term, corrode the
aggregate demand and propensity to consume. Therefore, helping an
economically poor country to improve its condition will also favour the
creation of new markets for the most advanced and competitive systems, as
well as widen the boundaries in which they can invest in secure and stable
conditions.

The new geographic lines of growth, the strengthening of the macro regions
for exchange, the subsystem organisation of the great territorial zones, are
all peculiar elements of the new economic cycle that forces the western
nations to compare themselves with the less developed countries, with their
scarcely industrialised and uncompetitive economies and their fragile social
structures and institutions. In fact, the globalisation network requires
increasingly close interaction between areas with different levels of
development, not only at the trade level, but also at the cultural and social
levels. Poverty has thus become an international social phenomenon. The
main international bodies — in particular the World Bank, IMF and UNDP —
have therefore activated an increasing number of advanced research
programmes to carry out surveys on poverty and on the appropriate means
to eradicate it.

One of the main problems addressed by those studies is the need to identify
the criteria for classifying those individuals and families that can be
classified as poor, since this is essential for any attempt to analyse the
phenomenon and to design interventions. At the moment, the lack of a
single and commonly accepted definition of who should be considered poor,
together with the still scarce availability of reliable and exhaustive data on
the developing countries, represents a main obstacle to any attempt to carry
out comparative studies on the incidence and profiles of poverty in the
various regions of the planet and, specifically, in the Euro-Mediterranean
Area.

More in detail, the main obstacles are:

- Scarce availability of statistical data, excessive aggregation of the
existing data (that do not allow to divide the surveyed phenomena into
territorial zones), as well as the unreliability of the sources;

- Difficulties in comparing non non-homogeneous geographical areas
which, from the methodological and operational points of view, require

12
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international agreement on compatible definitions and on homogeneous
measurement standards for each unit of analysis;

- At the same time, a north-south world comparison also requires the use
of differentiated qualitative and quantitative evaluation criteria. This is
because, when studying societies at such different stages of
development, the social indicators are so different that they do allow for
the use of the same parameters.

More in general, however, it is particularly difficult to measure poverty in
the Mediterranean basin due to the fact that we are dealing with a process in
rapid transformation. This means that the definitions and survey
instruments used during the first half of the century have become obsolete.
This is true for the most developed countries, in which there is no longer
any sense in studying the whole of society in search of people deprived of
essential goods, and in which new types of “immaterial” types of poverty
are now to be found. But it is also true for the countries on the southern and
eastern shores of the Mediterranean, and more in general for the developing
countries. Here, alongside the traditional material lack of essential material
resources such as food and housing, there are also problems relating to the
relational and social participation dimension. These problems justify the use
of new western categories such as “social exclusion” also for these areas.

Interpretative paradigms change, therefore, and increasing attention is being
paid to the devious forms of marginalisation of individuals and social
groups who find themselves in inferior conditions with respect to others, not
merely from the economic point of view, but also regarding access to
resources, services, and possibilities for personal growth in the individual
and relational spheres.

On the one hand, progress in empirical research on poverty has produced
wider forms of exploratory logic that have allowed for a less partial vision
of the elements needed to determine a state of deprivation and unrest. On
the other hand, however, this expansion in surveys and in the types of
variables adopted has made analysis more complicated, and it has become
increasingly difficult to find a single interpretation for the numerous
analysed factors. In effect, the heterogeneous nature of the various studies in
existence today makes it rather difficult to adopt a single transnational
definition of poverty.

13
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These difficulties cannot all be attributed to the different theories on which
the numerous definitions of poverty are based. In particular, the classic
theories of growth and development have dominated scientific debate for
half a century. The theory of growth blamed poverty on the inward
development of the most backward economic systems, while the theory of
development blamed it on inequality and the lack of intervention
programmes aimed at strengthening the value of human capital. They both
provided the scientific basis for various studies aimed at fighting forms of
deprivation. But it is also true that the different approaches and criteria used
to measure poverty reflect, at least in part, these theoretical perspectives.

1.2. The perspective of economic deprivation: income,
consumption and poverty threshold

The various approaches used to define and measure poverty (Table 1)
include, above all, criteria belonging to a perspective that related social
hardship with economic deprivation. According to this perspective, poverty
is the result of a part of the population having scarce material resources. In
other words, it is due to inadequate income levels.

It is possible to evaluate the grade of prosperity and well being of a country,
above all by measuring its average available economic resources. This is
normally done by measuring the Gross Domestic Product (GDP) per capita
and its growth rate. This indicator reflects the absolute levels of wealth and
overall development of a country in aggregate terms, from within a macro
economic dimension.

14
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However, although GDP per capita lends itself better than the other
indicators to a comparative analysis among countries, there would be little
sense in evaluating the conditions of poverty in a society on the basis of the
average individual income. This is because the analysis would be forced to
use an aggregative perspective and this would be inadequate for providing
indications on the weakest members of society. It would also neglect the
numerous non economic and social aspects involved in determining the state
of poverty.

The perverse and hidden effects of a nation’s overall economic growth are
to be found in the inequality in distribution of the wealth produced. The
benefits of economic growth tend to be distributed in a non uniform manner
across the social strata, and to concentrate themselves in an unbalanced way
along the income axis of a single social stratification pole, although these
values vary between one social context and another. Distribution of income
is therefore an indicator of economic and social inequality and the
concentration of wealth is often used to measure poverty itself. However,
distribution of wealth alone does not allow to identify the capacity of the
disadvantaged group to reach acceptable life standards.

Income inequality is measured using individual and family decile income
distribution (Miller and Roby 1971). The families are classified in an
increasing order according to their net incomes and then placed into equally
numbered groups, each representing 10% of the total family income. Then
the average income of the different classified groups is compared with the
total income. In this way, it is possible to check how the overall wealth is
shared among the various groups and thus measure the level of
differentiation of allocation of resources.

One index of wealth inequality that is commonly used is to compare the
consumption of the richest 20% of the population with that of the poorest
20% (consumption ratio). In a perfectly equal society, each decile would
present the same total quota of consumption and the relationship would
therefore be 1. The lower the index, the lower is the inequality in
distribution.

Lorenz’s curve represents the total portions of the total income taken from
every percentile of the population classified according to income. The first
graph in Figure 1 shows the curve in a condition of complete equity: the
lowest 10% of the population receives 10% of the total income, the next

16

“ FONDAZIONE CENSIS



873 Volume I Final Report

20% receives 20% of the wealth, and so on. The second graph shows
Lorenz’s curve in the case of an unequal distribution of incomes: the curve
remains under the line at 45 degrees signifying complete equity. The greater
is the unequal distribution of incomes, the greater is the area between the
two lines.

Figure 1 — Lorenz’s curve

100 100
Cumulated Cumulated
income quotas income
(%) quotas (%)
g 100 0 100
Population quota (%) Population quota (%)
Completely equal incomes Lorenz’s curve in the case of an

unequal income distribution

Source: Censis, 2000

The most common indicator of wealth inequality is Gini’s coefficient, which
varies between 0 (no inequality) and 1 (absolute inequality), based on the
accumulated unequal distribution of income among the population.

However, even this measurement ignores the specific phenomenon of
poverty. It is for this reason that an analysis perspective has been developed
by economic and social experts which concentrates on the phenomenon
itself. The perspective uses different measurement criteria in response to the
different adopted definitions of poverty.

It is essential, within a perspective that identifies the status of poverty on the
basis, once again, of economic deprivation, to adopt an approach based on
the concept of absolute pover