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Introduction 

Six months after the end of the 1996 EU Inter-Governmental Conference (IGC) on the institu

tions, the European Union has bound itself to open accession negotiations with Cyprus and 

Malta. This important milestone in the Mediterranean island states' EU membership bid came 

about as a result of very strong diplomatic pressure by Greece which blocked progress on the 

EU-Turkey Customs Union agreement until the rest of the member states had agreed on the 

setting of a definite date for the start of negotiations with Cyprus and with Malta as well. 

Meanwhile at the Essen European Council (9 and 10 December, 1994), European leaders 

invited Council to examine new reports to be presen ted by the Commission on Cyprus and 

Malta in early 1995. These reports deal largely with the way in which the applicant countries 

are coping with the economic and legal reform programmes, begun with a view to preparing 

them for eventual membership and initiated following the publication of their respective "avis" 

by the Commission of the European Communities. 

From the Maltese perspective, there are two principal sets of reasons why Malta has applied to 

join the European Union. The first, though not necessarily first in order of importance, 

concerns the political considerations. One of Malta's main objectives is to overcome its 

geographical peripheral position in relation to Europe, by linking itself closer to the heart of 

European affairs.' Membership of the European Union also enhances its security in a region 

notorious for its instability. This point was made amply clear by the Prime Minister, Dr Eddie 

Fenech Adami, while delivering an address at the Paul Henri Spaak Foundation in Brussels in 

February 1994: "We live in a dangerous sea. We have always lived in it. Yet 

today we have the opportunity of anchoring our country to an emerging 

political union which shares our moral values, our Christian culture and our 

beliefs in democracy, the rule of law and social justice. We see the EU gaining 

strength and cohesion, being endowed with its common foreign policy and 

tomorrow, perhaps, with its common security policy. Malia's security is the 

first aim of our foreign policy, and it is in our interest to belong to an entity 

which makes us more secure."2 

The second set of considerations is economic. In the first three quarters of 1994, no less than 

83 per cent of domestic exports went to the European Union. Malta has targeted the 

Community as a market where its exports can grow and diversify. In this context, Malta's 

application to join the European Union can also be regarded as a manifestation of its 

disenchantment with its present trading arrangements with the EU and its desire for full 

integration with the Union. Consider, for example, the growing importance of the service 

sector for the Maltese economy, other than tourism which is marginally affected by Malta's 

relations with the Community: access for services in the European market is not covered by the 

1970 Association Agreement and these will grow in importance for Malta in the future. For 
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example, it is known that Malta wants to join the single European air transport market. Whilst, 

geographically speaking, Malta is a peripheral country on the edges of the European continent, 

from the economic perspective, its position in the centre of Mediterranean, in the midst of the 

trade routes that criss-cross the "mare nostrum", gives it a strategic importance which it can 

exploit by developing services. 

Further, Malta fulfils all the requirements of membership in accordance with article 237 of the 

Rome Treaty, and article 0 of the Treaty of Maastricht, whereby "any European state may 

apply to become a member" of the Union. Further, in article F of the Treaty of Maastricht 

it is stated that to be eligible for membership an applicant country must have a European 

identity, democratic status and respect human rights. Malta satisfies all criteria. In the words 

of the European Commission's avis on Malta's application to join the Union, published in Iune 

1993: "Bearing in mind the democratic status and consistent respect for human 

rights, Malta is entirely justified in asserting its vocation of membership of the 

European Union, a right that should be confirmed by the Community." The 

"avis" also spoke of Malta's indisputable European calling.3 

Clearly, Malta's wish to join the European Union is motivated by the sense of exclusion that is 

natural to a small country on the periphery of Europe. This feeling of exclusion is rendered 

more acute as more states join the Union and as the-ntJmber of applicants gathering on the EUs 

door step increases. Another factor contributing to this "exclusion" results from the EU's 

deepening of relations with its other European neighbours: for example, the conclusion of the 

European Economic Area agreement (EEA) with the EFTA group and relations with the 

countries of Central and Eastern Europe. 

The Copenhagen European Council held on 21 and 22 June 1993, welcomed the 

Commission's intention of publishing its opinion on the membership applications of Malta and 

Cyprus and undertook to examine each applications rapidly and on its own merits.4 At its 

meeting of 4 October 1993, the General Affairs Council, adopted the opinion and invited the 

Commission "to open an in-depth dialogue forthwith with the Maltese 

Government so as to define by common agreement the content of and timetable 

for the priority reforms to be implemented", which reforms had been indicated in the 

Commission's opinion in preparation for Malta's eventual membership. This dialogue started 

on 6 October 1993.5 

EC/EU·Malta Relations: Historical Background 

The history of relations between the European Community and Malta can be divided into three 

stages, each having its own sub· stages. The first stage began in 1961, when Maltese politicians 
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• - awoke to the idea of Malta joining the European Community after gaining independence. The 

UK's application to join the European Community in 1962 landed the problem squarely in the 

lap of the Maltese govemment, led by the Nationalist Party which was seeking independence 

from the U.K. In September 1962, the Maltese Prime Minister, while in London to attend the 

Conference of Commonwealth leaders called to discuss Britain's application, stated that Malta 

would join the Community whether or not Britain joined.6 In 1963, one year before indepen

dence, basing itself on an interpretation of the Maltese constitution as giving the Government of 

Malta authority to negotiate trade agreements, and after obtaining the UK government's 

permission, a Maltese fact-finding mission went to Brussels to explore the possibility of an 

Association Agreement between the Community and Malta, to be concluded even before the 

latter had attained independence. The EEC's response was that such an agreement would only 

be possible after independence and that in the meantime Malta could sign an Interim Agree

ment. 

The failure of Britain's first application removed the need for urgency. Malta became indepen

dent in 1964. Due to its economic dependence on the UK, and as long as the UK was out of 

the Community, economic wisdom dictated that Malta should not pursue relations with the 

Community for the time being. The economic situation in Britain, characterised chiefly by 

successive sterling crises and the imposition of exchange and import controls by the British 

Government in an attempt to control a deteriorating balance of payments position, convinced 

the Maltese Government to commence the process of weaning off the Maltese economy from 

over-reliance on the British market. The situation was compounded by the decision taken by 

the UK government to curtail its military commitments in the Mediterranean region. This 

entailed scaling down the UK military bases in Malta with the subsequent loss of employment 

opportunities for the many Maltese employed wi th them, not to mention the reduction of 

spending in the local economy, with all its resultant negative multiplier effects. Malta was 

constrained to seek ways of increasing the momentum of its economic growth, to absorb 

surplus labour, to seek foreign markets which would act as the engines of growth and to 

diversify from the increasingly unreliable British market in onder to achieve its national 

economic development plans. Some form of relationship with the Community was seen as 

being conducive towards the achievement of these ends. In 1967, following the UK's second 

application to join the European Community, and three years after gaining independence, Malta 

asked Brussels for negotiations to conclude an Association Agreement on the model of the 

Athens agreement. Negotiations took three years to start but were commenced and completed 

in 1970. The signing of the Association Agreement took place on the 5 December 1970 at 

Valletta. Malta thus became the third European country to conclude an Association Agreement 

with the Community. The agreement provided for tariff reductions on the part of the 

Community on Maltese manufactures. It provided for two stages each, in principal, the 
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duration of five years. At the end of the second stage the two sides were to embark on a 

customs union. 

The election of the socialist party to government in 1971 heralded the beginning of the second 

phase in the EC-Malta relationship. This period is characterised by two sub-phases. The first 

sub-phase began in 1971 with the new socialist government seeking to widen the scope of the 

1970 agreement. The Community eventually accepted most of the Maltese proposals and on 

the basis of the then newly proclaimed "Global Mediterranean Policy" signed a number of new 

protocols with Malta further widening the scope of the 1970 Association Agreement and 

expanding the preferential treatment given to Maltese exports as well as adding financial 

cooperation via the first EC-Malta financial protocol. The first stage of the agreement was 

initially prolonged to 1977 to give the two sides more time to negotiate the content of the 

second stage. Subsequently, following further negotiations, it was prolonged once more to the 

end of 1980. 

The second sub-stage in the relationship began in 1980 after the two sides failed to reach 

agreement on the second stage of the Association Agreement which was to lead to a customs 

union. Malta proposed instead a special relationship which would entail full access into the 

Community for both Maltese manufactured and agricultural products. Malta also asked to 

benefit from the structural funds. Such a special-relationship would have meant that Malta 

would gain the benefits of membership without the burdens. Since such a relationship would 

have raised serious precedents for the Community in its relations with third countries, it was 

roundly rejected by it and EC-Malta relations were stalemated. 

With negotiations between the two sides stalled, the Community continued to renew the trade 

provisions of the agreement unilaterally in order not to affect negatively the Maltese economy. 

This period was one in which the Maltese government handled its relations with Brussels in 

such an aggressive manner that a negative attitude towards Malta was cultivated in Community 

institutions, prompting Alfred Tovias7 to write that Malta's negotiating tactics aroused 

ill-feelings in Brussels. 

The third phase began in 1987 when the Nationalist Party was elected to govern. Malta began 

to show clearly that it wished to honour the new government's electoral commitment to seek 

membership of the Community and to turn around Malta's foreign policy towards 

strengthening relations with the West. The relationship with the Community was brought back 

on to a contractual and legal basis through the signing of more protocols, effectively 

prolonging the duration of the first stage indefinitely. In July 1990 Malta made a formal 

application to join the European Community. 
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The 1994 Greek Presidency: the Corfu and Essen Summits, and beyond 

! The Greek Presidency of the European Union which commenced in January 1994, instigated a 

few positive signals to Malta and Cyprus, which Greece described as neighbours of the Union 

in a very sensitive area, the Mediterranean. Greece also laid emphasis on the long association 

which Cyprus and Malta had with the EU as well as their geographical, historical and cultural 

closeness to Europe. Addressing the European Parliament, the Greek Minister Theodoros 

Pangalos, while reviewing the progress made as regards both EU membership applications 

stressed that Greece would promote both these countries' relations with the EU. He said that 

the Presidency was "willing to play a political role in the meeting of the joint 

Parliamentary Committee on European Union/Malta, due in Valletta on 15-17 

February".8 Significantly, Greece insisted from the start that "regardless of the 

progress on the Cyprus problem itself, Cyprus should accede to the European 

Union as soon as possible, something which will significantly help the efforts 

to find a solution to that problem"9 

In February 1994, while addressing the European Parliament, Mr Pangalos declared: "The 

enlargement of the Community is a continuous process. When these four 

[EFTA] countries have joined, there are already two small Mediterranean 

countries hoping to join the Union and we must take a decision on 1 January, 

1995. These countries are economically, politically and socially ready to join 

the Union; .these small countries are Cyprus and Malta. Later on we shall have 

to study the possibility of seriously tackling the request to participate in the 

Union by Central European countries like Hungary and Poland.'" 0 Greece re

emphasised this position in no uncertain terms when Foreign Minister Papoulias told the 

European Parliament that "The present enlargement (to include the EFTA group) 

must, of course, be just the first phase in a process of gradual enlargement of 

the Union to embrace other countries, such as Cyprus and Malta which are 

able now to meet the economic and political conditions of entry, and the 

countries of central and eastern Europe which, we hope, will soon be able to 

meet the economic requirements for accession into a united Europe."" 

In the Conclusions of the Presidency of the Corfu Council held on the 24 and 25 June 1994, 

which brought to an end Greece's turn at the Presidency of the European Union it was stated: 

"The European Council welcomes the significant progress made regarding the 

application by Cyprus and Malta for accession to the European Union and 

6 



considers that an essential stage in the preparation process could be regartled 

as completed. 

The European Council asks the Council and the Commission to do their utmost 

to ensure that the negotiations with Malta and Cyprus with a view to the 

conclusion of the fourth financial protocols, intended in particular to support 

the efforts of Malta and Cyprus towards integration into the European Union, 

are brought to a rapid conclusion. 

The European Council notes that in these conditions the next phase of 

enlargement will involve Cyprus and Malta." , 2 

The Council did not give the green light for the start of negotiations with Cyprus and Malta. 

The commitment to involve Cyprus and Malta in the next enlargement was positive but vague, 

since no date for this next phase in European integration has been proposed or envisaged. 

Now that the European Union has membership applications from Hungary and Poland, it may 

imply that Cyprus and Malta will have to wait until the next enlargement which will include lhe 

Central and Eastern European applicants. Given the level of economic development of the two 

Mediterranean applicants when compared to that of their Eastern European counterparts, and 

their long-standing relationship with the Union, if tIH!; is the course which the EU will foll()w, 

then the Mediterranean applicants are being severely penalised, both economically and 

politically, by being included with the former, and by being forced to wait unduly on the door

step of the Union. Although the two applicants have concluded the priority reform programme 

suggested by the Commission in record time, the EU is still resisting the idea of opening 

negotiations on the non-controversial chapters before the 1996 IGC. 

One other interesting possibility that emerged from the Corfu declaration was that the European 

Union was perhaps ready, or was suggesting readiness, to accept the proposal made by Greece 

at the start of its Presidency of the Union regarding the adhesion of Cyprus to the Union: in 

other words that the admission of Cyprus in the Union would no longer be linked to the 

solution of the "Cyprus Problem". Effectively this means that the Cyprus government .. can 

negotiate the country's accession, de facto allowing the Greek part to integrate itself in the 

Union and leaving the northern Turkish occupied part the option of joining when an agreement 

is concluded on the reunification of the island. This is similar to what occurred when the 

Eastern part of Germany was reunited with West Germany. In fact, the Corfu declaration had 

separated the issue of the "Cyprus Problem" from the membership issue, though the EU still 

expressed itself strongly in favour of the sovereignty, independence, territorial integrity and 

unity of Cyprus in accordance with the relevant UN resolutions. The reaction of member states 
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remained mixed, however, at a press conference given on Sunday, 26 June 1994. At the end 

of the Corfu Council meeting, Greek Minister Pangalos noted that "the question of the 

admission of Cyprus, was disassociated from the political problem of 

Cyprus".13 

Prior to the Essen European Council of December 1994, it became clear that leaders from the 

Eastern and Central European countries were going to be invited to a meeting with the 

European leaders to take place in Essen at the time of the European Council as part of the EU's 

stni.tegy of preparing these countries for eventual membership through the so called "structured 

relationship". Malta and Cyprus were not invited to attend. The Green Group in the European 

Parliament managed to include an amendment to a resolution earlier tabled by Dutch MEP Arie 

Oostlander, and which dealt with measures to be implemented in preparing the states of Central 

and Eastern Europe for membership of the EU. and which called for Cyprus and Malta" to be 

given an appropriate opportunity to state their views at the Essen European 

Council",14 

On 1 December. Cyprus officially complained to Germany about the decision to invite the six 

countries of Central and Eastern Europe whilst omitting Cyprus. The German ambassador to 

Nicosia. Friedrich Garbers. told the Cypriot Foreign Minister that there was no intention to 

discriminate against Cyprus and Malta. which. in any case were at an advanced stage in their 

relations with the Union. Mr Garbers added that the invitation to the six ex-Communist states 

was designed as a "message of encouragement as well as a message about the 

need for them to prepare their economies."15 Meanwhile. the German ambassador to 

Malta. queried on the same matter, said that Malta "should be glad not to have been 

placed on the same footing as Eastern European countries. They have no 

chance of entering the union before the turn of the century, whereas Malta can 

perhaps come in just after the Intergovernmental Conference (IGC) scheduled 
for 1996."16 

At the Essen European Council. union leaders confirmed that the next phase of enlargement 

will involve Cyprus and Malta and invited the Council to examine. in early 1995. new reports 

to be presented by the Commission.1 7 The date for the start of accession negotiations remained 

however very nebulous. and the two Mediterranean applicants rapidly moving ahead with their 

legal and reform programme are keen to underpin this process with a definite accession 

time-table. 

Following Essen. in the first few weeks of the French Presidency of the Union which began in 

January 1995, Greece continued to emphasise the position it had established well before Essen 
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- that progress on the EU-Turkey Customs Union Agreement would only be acceptable to it, if 

a time-table were set for the accession of Cyprus and Malta in the Union. Meanwhile, EU 

Commissioner Hans Van Den Broek, no doubt echoing a general mood in Europe, said that 

"Cyprus could not be kept Turkey's hostage jar ever"18, implying that the Union 

would not wait for a solution to the Cyprus problem before admitting Cyprus. This statement 

also implied a public call on Turkey to drop its objection to Cyprus's membership before a 

solution to the Cyprus problem. 

At the beginning of February 1995, two separate meetings took place - one in London between 

the Foreign Ministers of France, Germany, the United Kingdom, Italy and Turkey,- the other 

held in Brussels between the Cypriot Foreign Minister and the Commission to discuss a French 

sponsored plan, whereby Greece would lift its veto on the EU-Turkey Customs Union 

Agreement in return for a commitment on the part of the EU to open accession negotiations 

with Cyprus at a definite date. Greece protested against the London meeting, rightly claiming 

that matters such as the customs union with Turkey could not be decided by a small group of 

EU Member States outside the EU institutions. At the General Affairs Council, which met 

under the Chairmanship of French Foreign Minister Alain J uppe on Monday, 6 February, EU 

member states were divided on the issue of the stan of the negotiations with Malta and Cyprus. 

Germany and Belgium argued that these should commence after the ratification process of the 

Treaty amendments agreed on during the IGC has-been completed, whilst Greece insisted that 

they should begin six months after the end of the Conference. The Council eventually noted 

agreement ad referendum on the basis of the latter proposal. However, three days later Athens 

rejected the agreement. The Greek government claimed that the wording of the agreement, 

specifically that negotiations with Cyprus "could start" six months after the end of the IGC 

were ambiguous and had to be changed to "will start" in order to indicate a definite 

commitment to the commencement of negotiations. The Greek Government also demanded 

that a structured relationship with Cyprus be started on the lines of a similar dialogue initiated 

with the countries of Central and Eastern Europe, that the opening of accession negotiations 

with Cyprus would not in any way be linked to a solution of the "Cyprus Problem", that 

Greece be given ECUs 400 million compensation for opening its market to Turkish textiles, 

that as far as the EU-Turkey Financial cooperation went, no figures would be specified, and 

finally, that Turkey would drop its objection to Cyprus joining the EU before the Cyprus 

question was resolved. 19 

The attitude taken by Turkey was that the impasse provoked by Greece was an "internal" EU 

matter and that the EU must adhere to the contractual obligation of achieving the customs union 

with Turkey, as indicated in the 1963 Ankara Association Agreement. 

9 

. ... 

" 



· .. 

The package demanded by Greece in return for lifting its veto on the EU-Turkey customs union 

was such that it left the way open for negotiations to resume. By the beginning of March. the 

impasse was solved, with Greece lifting the veto and flying off with the main prize of its 

demands - the fixing of a definite date for the stan of accession negotiations with Cyprus.20 

The Wider Context of the EU's Enlargement: the Mediterranean 

Discussion of the Mediterranean countries' bid to join the European Union has to be viewed in 

the context of the Union's attitude towards enlargement. The key to the EU's attitude towards 

the Mediterranean applicants may lie in Redmond's observation: "These two Groups -

EFTA and Eastern Europe -- are now firmly entrenched at the top of the EC's 

pecking order. The policy towards the Mediterranean also has a coherence, 

although this is much more superficial, and the position of the Mediterranean 

in the EC's pecking order is consequenlly more uncertain. "21 The Union has 

given greater importance to the adhesion of the EFTA countries and, primarily on Germany's 

insistence, to the stabilisation of the economic and democratic processes in the newly 

democratic states of Eastern and Central Europe. The Mediterranean applicants who signed 

Association Agreements with the Community - Turkey in 1963, Malta in 1970 and Cyprus in 

1972 - clearly have not been placed on a fast track to membership. Long standing relations 

have not given the Mediterranean countries any advantages, and the EU's behaviour, based 

naturally on the interests of the present member states, has led to some bewilderment on the 

part of the Mediterranean applicants. While none will dispute the need to integrate the central 

and eastern parts of the old continent with the west, at the appropriate time, it is nevertheless 

important for the EU not to forget or neglect the challenges it faces in the Mediterranean and the 

old ties it has established there. 

Declarations and other pronouncements regarding the Mediterranean have not been lacking, and 

European Union leaders have frequently confirmed the importance they attach to closer links 

between the Union and its partners in the Mediterranean. The Commission meanwhile 

published a document on the way it would like to see the EU's Mediterranean policy develop 

OVer the next five years, which was discussed at the Essen European Council.22 One other 

proposal that emerged from the Corfu Council is the organisation of a Euro-Mediterranean 

conference to give flesh to the idea of a "Euro-Mediterranean Partnership". The Essen 

European Council decided that a ministerial conference for all Mediterranean countries be 

convened in November 1995, during Spain's turn at the Presidency of the Union. 

Preparations for the conference are to take place during the French Presidency, in the first half 

of 1995. It is also true that through the Global Mediterranean Policy (1972), and more recently 

through the so called "New Mediterranean Policy" (1990), the Community has created some 
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means to deal with some issues related to the Mediterranean. However, these have not been 

sufficient to meet the challenges posed in the region and have more often than not been 

ovenaken by events and shown to be somewhat inadequate. With the growth of the European 

Union from 12 to 15 on I January 1995, with its centre of gravity tilting more northwards and 

its span of attention fixed on Central and Eastern Europe, there is the possibility that the EU 

will become more and more of a Northern League engrossed in the North's "near abroad" and 

seemingly completely oblivious to the challenges it faces in the Mediterranean region, which 

can also threaten its own stability. The inclusion of more European Mediterranean states in the 

Union will certainly stan to redress the balance in the Union's composition and perhaps herald 

the beginning of greater concern on the pan of the Union with the Mediterranean. 

Here the main argument is that if the Union does not wish to lose its sensitivity towards the 

Mediterranean region it must ensure that enlargement take place with the North in parallel to the 

South.23 

Since 1991, when Zbigniew Brzezinski coined the "arc of crisis" stretching from Pakistan to 

the Gulf and North Africa, it has become rather fashionable to speak in such terms. Bonvicini 

and Silvestri expanded the concept to encompass the regions lying "northward towards the 

Steppes of Central Asia to include the Black Sea and Balkan regions, 

bordering two areas in the throes of revuiution (Central-European and the 

former Soviet Union)", "24 It is in that upper part of the "arc" that Europe's eyes have 

been fixated for the past few years, while the red embers of the southern part of the arc seem 

ready to burn again into fully-fledged crises. 

The challenges the EU faces in the Mediterranean are different in nature and perhaps in magni

tude, but equally compelling. The Algerian crisis and the fearsome, perhaps unfounded, but 

certainly not improbable prospect of the spread of Islamic fundamentalism throughout North 

Africa by a domino effect, has perhaps reignited Europe's sensitivity. There is, however, the 

danger, of this being regarded as a "Southern European problem", or worse as "France's 

problem", rather than the EU's: 

Up to the recent past, the biggest challenges to Europe's well-being that emerged in the 

Mediterranean were connected to the Middle East question and to the presence of Soviet forces. 

The same antidote, based on the concept of the balance of forces in region, was applied to Doth 

and took the form of the American and NATO military presence in the Mediterranean. As for 

the rest, meaning economic and social stability, the EC as an economic power played a 

significant role by concluding various trade and financial assistance arrangements with the 

countries of the region, buttressing NATO's southern flank through the association agreements 
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with Greece and Turkey and tying the rest of the region in with it through a web of economic 

relations. The old problems that have bedevilled the Mediterranean are gradually paling into 

insignificance. while new ones such as sluggish economic growth. falling living standards. 

indebtedness. social problems and the rise of Islamic fundamentalism are rearing their heads. 

None of these can be confronted with the old tools. The root cause of many of these problems 

is to be found in the inept economic leadership and corrupt political rule of the southern elites. 

ultimately considered as the 'internal affairs' of these states. Further. developments in Algeria 

have made it amply clear that a full move towards democracy carries the danger of destabilising 

the' region even more. To keep the genie in the bottle. Europe finds itself dealing with and 

supponing the present elites. despite their abysmal human rights record. of course dutifully 

condemning some violations. a policy which goes against that for which Europe should stand. 

Confronted with these challenges. the EU is badly in need of a new paradigm for its future 

relations with the states of the region, and more imponantly, a unified approach or policy for 

the Mediterranean. The Single European Act and the Treaty of Maastricht have established the 

foundations for the development of a European Common Foreign and Security Policy [CFSP]. 

(still in its embryonic stages). and thus offer the EU the legal basis for developing a coherent 

EU policy towards the Mediterranean, rather than abandoning this to the periodic and sporadic 

initiatives that have been launched in the past with much fervour by France. Spain and Italy but 

which fizzled out with equal velocity. confusing the issues in the process. 

Consider in this context the quasi simultaneous launching of four initiatives in the Mediterra

nean in the short space of a few months in 1990. This refers to the convening of the "Five Plus 

Five" encounter in the Western Mediterranean. the proposal for a "Conference on Security and 

Cooperation in the Mediterranean (C.S.C.M.)", the proposal to revive the "Euro-Arab 

Dialogue" which turned out to be premature, and the announcement of the "the New 

Mediterranean Policy" by the EU. 

The "Five Plus Five"25 was proposed under the notion that it was easier to build peace in 

the Western part of the Mediterranean basin where it was possible to avoid having the Middle 

East question disrupt the process. The forum eventually floundered due to the worsening 

situation in Algeria and the deteriorating relations between the Maghreb countries themsel yes, 

while the death blow came when the United Nations imposed sanctions against Libya. 

The C.S.C.M was the brain child of the then Spanish Foreign Minister Francisco Fernandez 

Ordonez. who enlisted the help of the Italian Foreign Minister Gianni de Michelis during Italy's 

stint at the Presidency of the Community in the second half of 1990. The two ministers 

circulated a "non-paper" at the C.S.C.E. meeting in Palma de Mallorca on 24 September 1990 
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proposing the setting up of a C.S.C.M. Ordonez'S scheme failed largely because it was based 

on the false premise, no doubt itself the child of the hasty conclusions drawn during the 

euphoric months following the fall of the Berlin Wall, that the C.S.C.E. had generated enough 

detente in Europe to bring about a wholesale transformation of the European scene. Reflecting 

on events in Europe and the role of the C.S.C.E., Ordonez had asked: "why not apply to 

the Mediterranean region, the same model as has produced such good results 

in Europe ? •• Why not summon a C.S.C.M ?"26 

What is stranger still about the C.S.C.M. proposal is that within the Conference on Security 

and Cooperation in Europe CC.S.C.E.) itself, the Mediterranean had already featured, and a 

"Mediterranean Chapter" had been included in the Helsinki Final Act of 1 August 1975. 

Originally the issue of Mediterranean security had been proposed for the first time in 1972 

Helsinki Conference by two Arab Mediterranean states, Algeria and Tunisia, who circulated a 

diplomatic note early on in the conference, expressing their desire to be allowed to participate in 

some fashion. Countries participating in the C.S.C.E., led by the United States and the Soviet 

Union, had rejected the proposal because of the divisiveness that it could have introduced in the 

process by dragging in the Middle East problem. Following the end of the cold war, the 

Mediterranean chapter in the Helsinki process, which for a long time had been left empty of 

any meaningful content, could have been expanded and developed as a forum that would cover 

more or less the same issues that were being proposed for the C.S.C.M.27 

A fortnight after the launching of the Spanish-Italian C.S.C.M proposal, on 10 October 1990, 

the first meeting of theWestern Mediterranean Forum at ministerial level took place in 

Rome. Ministers who attended the meeting decided to establish a regional cooperation 

structure aimed at consolidating political dialogue, promoting conciliation and undertaking a 

collective effort to promote economic, cultural and social development in the Western 

Mediterranean.28 

In another initiative, the Italians had in the meantime launched the idea of reviving the 

Euro-Arab Dialogue. This proposal met wi th skepticism on both the Arab as well as the 

European side. The Arab world, at that time divided over the Gulf crisis folIowing Iraq's 

invasion of Kuwait, had no enthusiasm for the scheme, since in the words of Morocco's 

Foreign Minister Abdellatif Fillali it might "consecrate the division of the Arab 

World". A substantial number of members of the EU opposed the idea for similar reasons.29 

In 1989, the EC launched its revamped "New Mediterranean Policy" for the period 1989-94 in 

an effort to strengthen its political and economic ties with the Mediterranean basin countries. 

For obvious reasons this turned out to be the only initiative to survive. In 1994, it went a step 
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further by proposing a strengthened Mediterranean Policy with the aim of achievjng a 

Euro-Mediterranean Partnership with an improved financial package and proposals to 

further liberalise EU-Mediterranean Partners trade and cooperation.3o It is unlikely that the 

level and extent of the cooperation being proposed will be achieved in the region while the 

EU's financial aid package is dwarfed by the magnitude of the problems posed. 

As already noted, at its meeting in Essen, the European Council approved the convening of 

Euro-Mediterranean Ministerial Conference in the second half of 1995, during Spain's 

Presidency of the Union. Preparations for this conference have already commenced by 

consultations with all Mediterranean non-member states. The aims of this conference are to 

establish a permanent and regular dialogue, and to map future Euro-Mediterranean relations, 

addressing all relevant political, economic, social and cultural issues.31 

A further Mediterranean initiative was the Mediterranean Forum launched in Alexandria in July 

1994 by France and Egypt, and later extended to a number of other Mediterranean countries. 

The progress of this forum is still unclear as are equally nebulous the aims it wishes to achieve. 

These Mediterranean initiatives were not mutually exclusive, although they could have been 

more effective had an attempt been made to co-ordinate them properly. They gave the impres

sion of hasty political strides devoid of any prior thorough consultation between the European 

countries themselves, let alone with the Arab side. They also painted a picture of European 

Meruterranean states vying against one another with rival proposals. The quick death of these 

ill-thought initiatives and the coming into force of the Treaty of Maastricht, provided the EU 

with the opportunity of thinking afresh. As a first step, the EU should seek to integrate, as 

rapidly as possible, the European Mediterranean shore countries that are still out of the Union. 

In some instances this may not be immediately possible (e.g. Turkey) and the EU has em

barked on the alternative course of deepening its economic relationship (by achieving a customs 

union) and by intensifying the political dialogue. In the case of others, such as Malta and 

Cyprus, the economic problems of integrating them in the Union are unimportant, however, 

the EU has some misgivings on the implications for the Union's institutions of two small states 

the size of Malta and Cyprus. On the other hand, the accession of these two applicants will en

hance the Mediterranean dimension in the EU and increase its sensitivity towards the region. 

In this connection, the observation made by Mr Pangalos in the European Parliament namely 

that "enlargement is vital jor Europe's political role in the Mediterranean and 

the Middle East. Cyprus and Malta strengthen thai dimension"32 summarises the 

geopolitical importance for the Union of the accession of the Mediterranean applicants. 
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Malta's Application :the Least Problematic33 

Of the three Mediterranean applications presently before the EU, Malta's application is probab

ly the least problematic. For a long time, the fate of the Cypriot application, was made condi

tional, as in the case of Turkey's, to a solution of the "Cyprus Problem".34 The Corfu sum

mit's declaration seems to have separated the political problem of Cyprus from the issue of 

accession, making Cyprus's membership less problematic. The lifting of the Greek veto on the 

EU-Turkey Customs Union Agreement and the commitment to start accession negotiations 

with Cyprus and Malta six months after the end of the IGC has established the accession time 

frame with near certainty and effectively the Cyprus problem has been separated from the issue 

of the accession of Cyprus in the EU. 

- Cyprus and Turkey 

The Cypriot government clearly welcomed the approach that appeared to have been adopted at 

Corfu and reacted very negatively to a statement by Prime Minister John Major on 27 June 

1994, in the House of Commons, which implied that Cyprus could not join the European 

Union until after a solution of the political problem of the island. An early day motion was 

tabled by a group of British Labour MPs on 8 July, no doubt lobbied by the Cypriots, 

expressing particular concern that Major's remarks seemed to go considerably beyond the 

wording of the official communique of the EU Corfu summit. 

Soon after the Corfu summit, Greece pledged continued support for this political line and 

continued with its diplomatic pressure on the rest of the Union member states for membership 

negotiations with Cyprus to start during 1995.35 The opponunity presented itself when the EU 

was racing towards the conclusion of the Customs Union Agreement with Turkey. Greece 

managed to end, in one single move, Turkey's opposition to Cyprus's membership of the 

Union and to separate the issue of the "Cyprus problem" from membership. 

Developments seem to indicate that a solution of the "Cyprus Problem" appears closer today 

than it was up to a few months ago. Turkey is the only state which recognises the so-called 

"Turkish Republic of Northern Cyprus". The economic difficulties of this backward northern 

pan of Cyprus may grow worse in the future as a result of a recent European Court of Justice 

decision prohibiting EU member states from importing agricultural products originating in 

Cyprus unless these are accompanied by phytosanitary certificates issued by the competent 

Cypriot authorities.36 Effectively this entails the curtailment of the bulk of exports from the 

northern part of Cyprus, consisting mainly of citrus fruits and potatoes, and a tightening of the 

economic strangle hold on the Turkish Cypriot community whose dependency on Turkey will 
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now be strengthened. 

There was the danger that the Coun of Justice decision would not merely increase the economic 

stranglehold around the northern part of Cyprus but that it would reinforce their siege 

mentality, making them more intransigent in the inter-communal talks in Cyprus, thus making a 

solution of the "Cyprus Problem" a more remote possibility. In fact, following the Coun of 

Justice decision, Turkish Cypriot leader Rauf Denktash put forward the proposal that the 

nonhern pan of Cyprus could become an "autonomous region" of Turkey, having control over 

domestic politics, leaving external policy and defence in the hands of Ankara. This proposal 

split the Turkish Cypriots37 and heated up politics in the Northern part of Cyprus where 

presidential elections took place in early 1995.38 

The ushering in of the EU-Turkey customs union and the surer prospects of Cyprus beginning 

the accession negotiations to join the Union soon after the IGC, have provided new conditions 

for an eventual negotiated settlement of the "Cyprus Problem". The EU-Turkey customs 

union will entail a tightening of the economic isolation of nonhern Cyprus from Turkey which 

can only be overcome if the northern pan of Cyprus manages to put in place a contractual link 

with the rest of the EU, which is possible only if it enters the Union as part of unified Cyprus. 

The price which the nonhern part of Cyprus will pay for shunning this solution must already 

be considered to be 100 high both by Turkey and -the Turkish Cypriots themselves. Besides, 

the main card in Turkey's hands, that of blocking the Cypriot accession, has now been played 

and the northern part of Cyprus will cenainly find it more difficult to postpone a solution. 

Given all these developments, the "Cyprus Problem", though it persists, has ceased to be a 

problem for Cyprus and has become a problem for Turkey and the hitheno intransigent Turkish 

Cypriots who effectively now find themselves more economically isolated and diplomatically 

weaker. Turkey has been forced, in essence, 10 ditch Northern Cyprus in order to achieve its 

wider interests of concluding the customs union with the EU. On the other hand, the need 10 

satisfy Greek demands that a definite date be established by the EU for the stan of accession 

negotiations with Cyprus, clears another bone of contention between Greece and Turkey and 

possibly opens the way for far-reaching agreements on a wide range of issues, the "Cyprus 

Problem" not excluded. 

Besides the "Cyprus Problem", Turkey has also been told that if it joins the Community it will 

experience serious difficulties in taking on the obligations resulting from the Community'S 

economic and social policies. This is why the EU had suggested that since membership was 

not a realistic possibility in the foreseeable future, Turkey and the Union should do their utmost 

to speed up the creation of the customs union envisaged in the Ankara Association Agreement 
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of 1963. 

Turkey does present a number of economic, social and political headaches to the European 

Union connected with its size, its demographic growth, its lower level of economic develop

ment and the fact that it is rraditionally a high inflation country [OECD estimates that inflation is 

around 125 per cent], making it most unlikely to achieve any of the so-called Maastricht 

"nominal" economic convergence criteria in the foreseeable future. Further, the level of 

Turkey's economic development and its demographic tendencies will place a huge burden on 

the Union's srructural funds if Turkey is admitted to the Union at this point, not to mention the 

srrong migratory pressures. 

Then there is the question of Turkey's human rights record and its treatment of the Kurds, two 

issues which have repeatedly surfaced in various European fora. Some fears also relate to the 

rise of Islamic fundamentalism in Turkey despite the fact that for a long time span it has been a 

secular state, in fact the most oft-quoted paradigm of such an Islamic state. 

However, with Turkey Europe faces a serious dilemma, since Turkey has for a long time 

formed part of the NATO alliance and played an important role in the West's strategy towards· 

the Middle East and Central Asia. The fall of communism has not diminished Turkey's 

strategic role for the West, especially in cenrriil Asia. Here again the situation is changing very 

rapidly, and Russia's reassertion of its power in the Caucasus changes the strategic 

implications in the area, and, by deduction, Turkey's role. The Turks generally make a good 

case about Europeans wanting and encouraging them to be part of Europe in security matters 

but quickly change their attitude when the subject falls on Turkey's integration in the European 

Union. 

- Malta 

As far as Malta is concerned, while it fully endorses the EU's policy on tile unity and 

sovereignty of Cyprus, for as long as the "Cyprus Problem" was considered to be a serious 

obstacle to Cyprus's membership bid, it sought to safeguard its own interests by insisting that 

each application must "be considered on its merits", in accordance with the principle first 

established by the Lisbon European Council. A glance at the EU's position on the 

Mediterranean applicants, and how this has evolved gradually over a period of around five 

years since the present three Mediterranean applicants launched their applications starting with 

Turkey in 1989, is indicative of the way in which the EU has tended to rreat these applications 

differently. The steps are worth summarising. In a report prepared by the Commission for the 

June 1992 Lisbon summit on "Europe and The Challenge of Enlargement"39, it was 
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stated that:" ... the integration of Cyprus and Malta into the Community system 

would not pose insurmountable problems of an economic nature"40 In the case of 

Turkey, the Commission reiterated the line expressed in its 1989 Opinion on Turkey's 

application that the country would experience serious difficulties in taking on the obligations of 

membership resulting from the EC's economic and social policies.41 

Adaptation to the Community's "acquis" was not seen as being problematic for Cyprus and 

Malta. The Commission, however, advised that since both are very small states, "the 

question of their participation in the Community institutions would have tl1 be 

resolved in an appropriate manner in accession negotiations. The Commission 

will address this question in its opinions on these countries' applications".4 2 

As for the "Cyprus Question", the Commission was of the opinion that" there is inevitably 

a link between the question of accession and the problem which results from 

the de facto separation of the island into two entities ... " 43 No doubt the 

Commission's position was based on two main considerations: the Government of Cyprus did 

not have effective control over the whole of the territory of the island and the admission of the 

Greek part would "internalise" the Cyprus question and present more opportunities for 

confrontations with Turkey, whom the Community wanted to keep at arms length as far as 

membership was concerned, but not banished completely. 

At the Lisbon European Council in June 1992, a decision was taken whereby the green light 

was given for the then EFTA applicants to join the Union "on the basis of the 

institutional provisions contained in the Treaty on the Union and attached 

declarations", while the membership of the Mediterranean applicants was subjected to 

progress being achieved in the institutional development within the EU, and hence on the 

outcome of the Inter-Governmental Conference on the institutions due to start in 1996.44 In 

this case also, the EU has departed from past practice. Whereas in the past, the EC had been 

keen to involve applicant states in any major institutional changes envisaged even before 

actually joining the Community, Cyprus and Malta have actually been barred from any such 

involvement. The EFTA countries, on the other hand, have been admitted on the present 

institutional arrangements with minor modifications and thus were assured a seat at the 1996 

Inter-Governmental Conference, when they joined the EU. The reason behind this decision is 

clearly that the EU is reluctant to admit more micro-states before new institutional arrangements 

have been put in place. The EFTAns are small states but they are comparable more or less to 

the "standard sized" smaller states of the Union. Besides, they have the added attraction that 

they will be net contributors to the EU budget. Through the European Economic Area 

Agreement with the EU they have already started adapting to the bulk of the EU's "acquis 
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communautaire" and hence their integration in the EU has been rendered easier. 

Again, regarding the Mediterranean applications the Lisbon European Council established that 

"each of these [Mediterranean] applications must be considered on its merits" 

and that economic relations were to be intensified on the basis of each country's respective 

Association Agreement with the Union, and in sharp contrast with Turkey, relations with 

Cyprus and Malta, were also to be based on their membership applications. In all three cases 

EU leaders called for funher development of the political dialogue. 

Lisbon established clearly the decoupling of Malta's application from that of Cyprus, and of 

these two from that of Turkey. However, it did leave out the possibility that membership for 

Malta and Cyprus would occur in the first group of enlargement with the EFTA group, as was 

entenained at the time by the Maltese authorities, at least as far as Malta was concemed.45 The 

. Maltese Government was not the only one to be optimistic about entry in the first wave. For 

example, Wallace and Michalski had also referred to favourable dispositions in this direction in 

the Commission, namely that Malta might be included in the first enlargement because some 

members in the Commission favoured this course.46 Despite this failure, after the Lisbon 

Council, the idea that Malta could be included in the first wave of enlargement continued to be 

reinforced by Commission President Jacques Demrs, when he told the French newspaper 

Liberation, "There is a country one sometimes forgets but which is very 

important as a symbol: Malta. We must not displace Europe too much towards 

the North while forgetting the South: we risk losillg our sensitivity to the 

Mediterranean world which is our world, but which at present cumulates 

danger for the future of all of us. "4 7 

Failure to clinch membership with the EFTA group has cenainly had negative effects on Malta. 

A number of reasons could be advanced for this failure. Malta had missed a window of 

opponunity in the Eighties when the second enlargement had occurred by not developing 

funher its Association Agreement into membership, choosing instead to waste precious time in 

a bitter and acrimonious squabble with the EU and western Europe. The second reason could 

be that Malta was slow to employ enough diplomatic resources and attention to its application 

after 1987, when the new Government made it clear that it wished to join the Community. 

Consider that up to 1993, Malta's Embassy in Brussels had less diplomats than most of the 

embassies of similar sized countries nO! aspiring to EU membership. At a crucial stage in the 

diplomatic effon, inexplicably, Malta took on the Presidency of the General Assembly of the 

United Nations. Much energy was dissipated in the futile effort to transform this normally 

ceremonial POSt into an imponant one both within the organisation and in world diplomacy.48 

The undue delay in submitting Malta's application to join the Union may have robbed the 
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whole process of two years of momentum at a very critical moment, perhaps even delaying 

unduly the process of economic restructuring in preparation for membership. Applications for 

membership, like target dates, have a catalysing effect, as the Community well knows from 

experience. Lastly, on the side of the EU there was much hesitancy to admit Malta and these 

problems were certainly compounded when Italy, Malta's principle membership sponsor, 

entered a phase of deep domestic political turmoil causing it to pay less attention to external 

relations. 

Following the Lisbon summit, Malta's application made only small progress while the EU's 

position on the Mediterranean applicants remained unchanged. Council went through the 

motions of reiterating the Lisbon line at Edinburgh in December 1992 and at the Copenhagen 

Council in June 1993. At the latter Council meeting, European leaders urged the rapid 

examination of the Commission's opinions on the applications of Malta and Cyprus, which 

were about to be published, again emphasising that "the particular situation of each of 

the two countries"49 should be taken into consideration. 

However, the December 1993 European Council held in Brussels represented another 

important watershed in the uneven way in which the Union treats the EFTA applicants as 

opposed to those of the Mediterranean. This merits special comment which will be taken up in 

the discussion on the institutional implications:ot membership. Here again the evidence 

suggests that while European leaders are prepared to turn a blind eye to the alleged institutional 

effects of adding four new small EFTA states to its fold, the same treatment was denied to 

Cyprus and Malta. 

Ironically, following the developments at the Corfu and Essen summits, in which it was stated 

clearly that Cyprus and Malta will be involved in the next enlargement ,and in the light of the 

fact that all major political obstacles to Cyprus's membership seem to have been overcome and 

a near-definite date fixed for the start of accession negotiations with both island applicants, 

Malta's policy of insisting that"each application be treated on its merits" has been devalued, 

and ajoint effort with Cyprus may now seem strategically more suited, especially since Malta 

lacks a stable ally in the EU as Cyprus has in Greece. Since 1980, and for obvious geopolitical 

considerations, Italy has effectively guaranteed Malta's security. When, following the 1987 

election in Malta the latter had shown its true European vocation, Italy became the main 

sponsor of Malta's application. This support is still reiterated in no uncertain terms from rime 

to time, but it is clear that Italy is presently too weak economically and too much absorbed by 

domestic politics and restructuring in the race to be with the "inner core" of EU countries which 

will embark on the last lap of monetary union (EMU), to exercise the unyielding pressure on 

the other partner countries as it did in the past, or as Greece has done on behalf of Cyprus. 
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Before the year ends, a general election has to take place in Italy, with the result no foregone 

conclusion. Whatever the outcome, the new government will be preoccupied with the 1996 

Inter-Governmental Conference with hardly a moment to spare on lesser issues, Malta's 

membership bid being amongst the latter. 

The Commission's Opinion On Malta's Application: an Assessment 

The Commission's opinion on Malta's application, which was published in June 1993, was 

generally positive. The main difficulties with Malta's future integration in the European Union, 

as observed by the Commission, can be gathered under three main headings: political, econo

mic and institutional. These will be dealt with separately. 

- Political Objections 

The main question in the political field raised by the Commission is that neutrality is incorpora

ted in the Maltese constitution. The Commission observed that "the Maltese 

Government's statement that it is in the country's interest to subscribe to the 

Common Foreign and Security Policy (CFSP) does not alter the fact that it 

might be necessary to amend the constitution if Malta is to participate fully in 

that policy as it develops over the next few years". 50 This was not the first time that 

the question of neutrality, and the way it could interfere with Malta's participation in the 

European institutions, had been raised. In a European Parliament Report prepared in 1988, 

Euro MP Derek Prag had suggested that on account of its neutrality, the Community should 

consider allowing Malta to become a member of the three communities without, however, the 

right of veto in European Political Cooperation CEPC) or in certain aspects of EPC such as 

security. 51 The Maltese authorities do not seem to accept that membership of the EU and 

participation in the CFSP warrant Constitutional amendments. 

Malta's international status bears three elements: it is a neutral state, adhering to a policy of 

Non-Alignment and refuses to participate in any military alliance. The illustration and 

definition of these three elements are found in the Constitution [paragraphs Ca) to (e) of section 

1(3)].52 The text of the relevant articles of the Constitution is an exact reproduction of Article 1 

of the Treaty of Neutrality signed with Italy in 1980. This shows that although the neutrality 

clause was only included in the Constitution in 1987, its definition had been officially 

established as far back as 1980 and it was presumably this definition which informed 

government action in the international arena from 1980 onwards. Further, the way the 

constitution defines neutrality, has led the present Government to claim that Maltese neutrality 

is sui generis.53 
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This background becomes extremely relevant when discussing how Malta has interpreted the 

meaning of neutrality since 1980, and how this impinges on the way the Constitution will be 

interpreted when it comes to participation in the relevant EU institutions such as the CFSP and 

the WEU. Reference needs to be made to the two bilateral treaties regarding the status of 

neutrality which were concluded, with Italy, a NATO country in 1980 and with the USSR the 

following year, not to mention other agreements concluded with Libya and North Korea in the 

early Eighties. In the first treaty, Italy bound itself to guarantee Malta's neutrality, even by 

recourse to military force if the need arose. In the agreement with the USSR, which took the 

form of an exchange of diplomatic aide memoires, both sides expressed their readiness to 

consult one another on questions directly affecting their interests and to enter into contacts with 

one another so as to coordinate their positions in order to remove the threats and re-establish 

peace in moments of international crisis. Effectively, through this agreement, which has not 

been denounced, the USSR, while not fully guaranteeing Malta's neutrality, recognised that 

status and bound itself to provide the necessary aid to the Maltese Government to safeguard if it 

were asked to do so by Malta.54 In September 1993, Russia and Malta signed a new protocol 

in Valletta, listing the agreements signed between the USSR and Malta which would still be 

considered as binding. Among the treaties listed was the agreement on neutrality, which means 

that this is still binding with Russia.55 

A Friendship Treaty concluded with Libya in 1984 comprising a protocol covering security and 

committing both sides to a "continuous exchange of information on matters of 

special interest to the mutual security and defence purposes of the other side" 

is also relevant.56 The protocol provided for Libya to train Maltese military personnel and to 

supply military equipment.57 This cooperation in military matters was discontinued by Malta 

since the change in government in 1987. Subsequently, substantial changes were made to the 

original Friendship Treaty through the signing of a new agreement in February 1990, omitting 

the protocol on military cooperation.58 The 1990 treaty established relations with Libya on the 

basis of mutual security, trade and cultural links. 

The Socialist Government had also signed two secret treaties with North Korea. The second 

one, signed in July 1982 in Pyongyang and intended to "strengthen the bonds of friendship 

and solidarity between the two peoples and armies", bound North Korea to provide arms as 

well as military instructors to train Maltese military personnel in Malta.59 

The treaties with Italy a NATO member, the USSR, then leader of the Warsaw Pact, Libya and 

North Korea traditionally hostile towards the West, indicate that Malta's peculiar definition of 

neutrality was hardly regarded by its proponents as a serious obstacle to forging ties of military 

22 



guarantees, cooperation, the sharing of information, the free provision of military equipment 

and training of Maltese military personnel. For the present administration, past practice has 

established the precedent that while Malta can still maintain its sui generis definition of 

neutrality, nothing stops it from participating in Western security arrangements or in the 

Common Foreign and Security Policy (CFSP) of the European Union, as established by the 

Treaty of Maastricht. It may also be significant from a legal angle that the Maltese courts have 

upheld the sui generis definition of neutrality.eo 

The Constitution, whilst prohibiting foreign military bases in Malta, does not disallow 

panicipation in commitments outside Malta (such as peace-keeping) and collective security 

arrangements. Foreign military personnel can be stationed in Malta, without being so 

numerous as to constitute a "concentration" of military forces. However, in times of need, 

when a threat may exist to the independence and sovereignty of Malta, foreign troops can in 

fact be invited to give a hand, presumably even if they constitute a "concentration of forces". 

Furthermore, the basic policy stance regarding neutrality as the best safeguard for Malta's 

security is theoretically flawed. The notion that Malta's security could be preserved best by a 

policy of neutrality was developed by the socialist administration in the period following the 

closure of the British military bases in March 197~lnsecurity in the region was perceived as 

emanating from the East-West conflict and a policy of neutrality based on Non-Alignment was 

considered as the best option. However, since history has shown that neutrality can be 

preserved best when the neutral state can ward off challenges to its sovereignty, and being 

incapable of basing its neutrality on self-help, Malta sought guarantees from a number of 

neighbouring states that included countries with such diverse political interests that, had a 

serious threat to Malta's security ensued [such as the threat to use force made by Libya], it is 

doubtful whether the hotch-potch of international guarantees would have worked in Malta's 

favour. 

When neutrality was being introduced in the Maltese Constitution, the then socialist Govern

ment emphasised that it was based on Non-Alignment. The objectives and reasons for the bill 

introduced in Parliament in late 1986 to amend the Constitution indicated that these were to "to 

include in the Constitution ... the status of neutrality based on non-alignment". 

While piloting the bill, the Prime Minister at the time stated unambigUOUSly that: "._.the 

policy and status of neutrality are qllalified by the principles of non-alignment; 

they do not exist in a vacuum or ill the abstract but it is specifically stated thaI 

the status of neutrality is based on the principle of nOli-alignment. And the 

principles of non-alignment are very simple becallse they refer to the two most 

powerful powers on earth, to America a1ld Russia a1ld the blocs that are bound 
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to America and Russia. Therefore there can be no difficulty or doubts as to 

the true meaning of neutrality based on the principles of non-alignment. "61 

Later, when the neutrality clause was being debated in the committee stage, the Prime Minister 

again stated that the development of an independent foreign policy by the European Community 

would be a vindication of Malta's neutrality and Non-Alignment. 62 The definition of neurrality 

as inserted in the Constitution is identical to that found in the !talo-Maltese neutrality accord of 

1980, however as earlier indicated, the foreign policy practised by Malta in the period 1980-87, 

clearly departed from the principles of both neutrality as well as Non-Alignment. 

In the present international conjecture, neutrality has been rendered obsolete first of all by the 

end of the East-West confrontation following the faIl of communism and by the fact that even 

Non-Alignment lost the last shreds of the reasons for its existence. From a national stand point 

it is also doubtful whether neutrality and Non-Alignment are the best safeguards of Malta's 

security in the context of the situation in the Mediterranean region. 

The Maltese Labour Party is adamantly attached to neutrality, claiming that although the Cold 

War may have rendered the traditional concept of neutrality obsolete, the turbulent situation in 

the Mediterranean has given Maltese neutrality a new significance63. The position of the 

Labour Party seems to ignore the fact that althou:gh the number of declarations recognising 

Malta's neutrality are numerous (19 by the last count), only one country, namely Italy, 

guarantees this neutrality and Malta's security. Apart from the fact that it may be politically 

undesirable to have one country solely responsible for another's security, as this may 

eventually develop into a hegemonic relationship, it goes without saying that Malta's security is 

in the hands of a NATO country. The socialist administration had sought unsuccessfully for 

seven long years to balance this by guarantees from other states. Membership of the WEU, or 

NATO for that matter, would resolve the problem of guarantees of Malta's security and end the 

complete dependence on a single country, without any changes to the present implications of its 

security arrangements. 

In a policy update published in 1994, the Maltese Labour Party proposed that, if elected to 

govern, it would seek security guarantees from the European Union, in which the latter would 

pledge that upon "the Maltese Gover1lmellt's request, on declaring a threat or 

violation of the sovereignty, independence, neutrality, unity and territorial 

integrity of the Republic of Malta, the EU shall in all cases take every 

measure, with the best possible means at its disposal ... illcluding military 

assistance, to meet the situation. This also applies, if the need arises, when 

our country has to exercise the right of self-defence. "64 In the same document, the 
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MLP refers to the CFSP's lack of effectiveness, citing its failure to stop the war In 

ex-Yugoslavia. 55 The proposal flounders on this contrariety, that Malta's security guarantees 

are being offered to a European Union whose CFSP has already been declared ineffective by 

the Maltese Labour Pany. However, this latest position at first seems as a tangible shift in the 

position of the Labour Party, that it is now seeking Western safeguards for Malta's security. 

However, the Labour leader still insists that this policy should be balanced by similar 

guarantees from other non-European states. In essence, then, Labour policy on security is no 

longer more pro-European than it was when they were in government. 

The official government position contrasts with this. The Deputy Prime Minister and Foreign 

Minister Guido de Marco, while addressing the WEU Assembly in June 1994, stated the 

position in this way: "The move (membership of the EU) would not require any 

constitutional amendment. The reason for that is very simple. Austria is a 

neutral country and its national day is neutrality day. Austria's neutrality 

arises out of the situation after the secolld world war. Austria made neutrality 

a particular issue when it applied to join the EU. Within that context, the 

Commission has already given its avis, some time ago, and the Council of 

Ministers has confirmed that Austria, in spite of its neutrality clause, is in a 

position to abide by all the requirements oLJhe Maastricht Treaty, in particular 

the CFSP. 

" ... The clause about neutrality in its constitution does not neutralise Malta's 

full commitment to the CFSP. Sweden and Finland are about to join the EU 

despite their neutrality, and we have not mentioned Ireland, which has been in 

the Union for many years but whose policy of neutrality does not hinder its 

belonging in the Union"56 

This position does not deny that Malta will continue to adhere to its sui generis neutrality, but 

makes it amply clear that neutrality will not be allowed to interfere with Malta's full 

participation in the relevant European security arrangements. Specifically, membership of the 

EU will entail participation in the Western European Union [WEU] and Malta regards the 

development of the WEU as part of the ""finalite politique" of European integration.57 In July 

1994, the Prime Minister expressed interest in NATO's "Partnership For Peace". A resolution 

to that effect was approved by Cabinet and tabled in Parliament and was approved before 

Parliament's Easter recess in April 1995.68 Malta signed the protocols joining the PFP in 

Brussels on 26 April 1995. Ministers of Foreign Affairs and Defence of the WEU, meeting in 

Lisbon on 15 May, "welcomed the Permanellt Council's decisioll to enter into a 

dialogue with Cyprus alld Malta, which would evolve in lille with the 
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development of links between Cyprus and Malta and the European Union".69 

When discussing Malta's security needs and how these may be met by membership of the Eur

opean Union, a prior assessment of Mediterranean realities need not be emphasised. 

Following such a discussion the inadequacy of Malta's neutrality as a means to national 

security becomes more evident. When trying to understand the Mediterranean realities, one 

does not have to share fully the rather pessimistic views of Huntington's "Clash Of 

Civilisations"70, or the alarmist pronouncements/assumptions that Islam and western 

civilisation cannot cohabit, but it is very difficult to comprehend how a small island of 350,000 

Europeans of Catholic faith could in the near future maintain their security by standing aloof 

from the rest of the European family in the midst of a sea dominated by a people of a different 

cultural stock71 , possibly led by an emerging elite which will be less inclined to maintain the 

present links with the West, potentially hostile to Western values, seeking at every opportunity 

to "test" Western resolve and bargain for more. Besides, despite the many links which unite 

the two shores of the Mediterranean, the political division of the region is nearly one of 

completeness: to the north the Europeans who, with some exceptions, belong to the wider 

European culture based on a "Christian" foundations, the respect for pluralism and human 

rights, and gathered in the European Union and other organisations such as NATO; to the 

south the Arab states bound together by language, culture and Islam, in search of a unifying 

factor, at times and in places trying to achieve regtonal integration (Greater Arab Maghreb 

Union). The Arab nations have not forged strong bonds of unity or strong alliances among 

themselves as have the Europeans through the fornlation of the EU and NATO. However, the 

Gulf War has made amply clear how pan-Arabic nationalism, or the notion of "Islam vs the 

West" [or the mixture of the two in one] can rally support. The negative attitude taken by the 

Arab League on the renewal of UN imposed sanctions against Libya over the Lockerbie 

bombing, shows how such bonds could quickly be concocted, even on an ad hoc basis and out 

of a sense of an Arab "esprit de corps". Relations in the Mediterranean and the security of 

every state in the region will continue, in the foreseeable future, to be shaped by these para

meters as well as by power considerations which after all, have featured strongly, though 

perhaps not uniquely, in those which shaped its past. It follows that Malta's security can 

neither depend on neutrality nor on balanced guarantees from the two sides of the 

Mediterranean divide whose future may be governed by serious conflicts of interest and 

outlook, but must be based on forging the strongest of links with like-minded democracies. 

One has to keep in mind that the only military threat to Malta's sovereignty since independence 

has come from Libya over the median line separating the two countries' continental shelves. 

The incident happened on 21 August 1980 when the Libyan navy threatened an oil rig 

prospecting in disputed waters with the use of force unless it moved out of the area.7 2 
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Presently Malta has a similar dispute with Tunisia over the delineation of the two countries' 

territorial waters and talks are continuing between the two sides to resolve the issue. A small 

state like Malta, surrounded by bigger and stronger neighbours, is more prone to suffering 

such or worse challenges to its sovereignty. 

Yet, despite the powerful arguments that can be lined up in favour of Malta integrating further 

in Europe's security structures, the issue of Maltese neutrality, as connected to membership of 

the EU, might not be resolved easily despite the precedent created by the accession of so many 

neutral countries in the EU, a fact which forms the basis of Malta's stand on the issue, and the 

sui generis definition of its neutrality. 

At the level of the EU, the nagging issue is what could be Malta's contribution to the CFSP 

when it joins the Union and whether or not its neutrality would serve as an obstacle to its full 

participation in, and the further development of, the CFSP. Here the case of the neutral states 

which have joined the European Union in 1995 is instructive. Austrian Foreign Minister ALois 

Moch recently summed up his country's position on neutrality and its compatibility with the 

CFSP thus: "The question of the compatibility of Austria's traditional policy of 

neutrality and of her participatioll ill the CFSP was frequently raised during 

the early stages of the accession process. Our position has been clear: there is 

no contradiction between the CFSP as provided for in the Maastricht Treaty 

and the core elements of our neutrality law, namely non-participation in 

military alliances and no stationing of foreigll military troops on Austrian 

territory. In her relatively exposed position on the edge of Europe's stability 

zone, Austria has every illterest in an effective and cohesive foreign and 

security policy of the Union."73 

Malta too does not see any incompatibility between its brand of neutrality and the CFSP. 

Living on the edge of Europe's stability zone in the Mediterranean, there is also a case to be 

made for Malta's participation in a strong European CFSP. Malta's step in joining NATO's 

Partnership for Peace, has been described by Government spokesmen as a way of participating 

in efforts to strengthen regional and international stability. This will also serve Malta in linking 

to other European countries in security interests and peace keeping measures. 

The CFSP as it presently stands may undergo further modifications during the IGC due to start 

in 1996. It remains to be seen how it develops. With or without significant developments, 

Malta may find it difficult to participate fully in the CFSP without doing what the ex-EFrA 

neutrals have done and amend the Constitution to provide the legal basis for participating fully 

in the CFSP. The success or otherwise of sllch an amendment depends on national attitudes 
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towards neutrality and national perceptions about the efficacy of giving Malta the security it 

requires on Europe's stability zone. In this regard, the problem is that neutrality has been 

insened in the Maltese constitution without popular consultation expressed in a referendum and 

hence it is somewhat more difficult to predict what the outcome would be if the people were 

called to vote on the issue. 

As for Malta's participation in and contribution to the CFSP, it will certainly be in Malta's 

interest to heighten consciousness, in concert with other EU Mediterranean states, on the 

dangers lurking in the Mediterranean and to try to influence the Union in the direction of the 

fonnulation of a more coherent policy towards the region at the level of the CFSP. Without 

being over pretentious, Malta can use the experience it has gained in Mediterranean diplomacy 

to help in the fonnulation of such a policy. The EU would do well to make sure that its 

Mediterranean Policy does not simply develop as a reaction to crisis and that such a policy is 

freed from the "prima donna" syndrome of the past two decades, where one Mediterranean 

European state after the other has fallen to the temptation of declaring the sea its "mare mio", 

rather than a "mare nostrum" of all states on the littoral. The problems posed in the 

Mediterranean region which threaten the stability of Europe are of such a magnitude that they 

dwarf the resources of any single European state, and the CFSP provides the opponunity for 

organising Europe's resources better. Just as Central and Eastern Europe are considered 

Europe's problem, so must the Mediterranean chartenge be looked at. Right now Europe does 

not have much of a CFSP, though it has the legal instruments to forge one. Hence it is 

opponune that while it is building a CFSP it ensures that the Mediterranean features well in 

such a policy. 

The Institutional Question 

In the report, "Europe and The Challenge Of Enlargement", the Commission had said 

that the participation of Malta and Cyprus in the Community would have to be resolved in an 

appropriate manner in accession negotiations and envisaged that it would address the matter in 

its Opinions on these countries' applications. Hence it was rather disappointing to find very 

sClint and ill-founded remarks in the "avis" connected to this issue, such as the dubious state

ment that "Malta has only a very few senior public officials with sufficient 

international experience to play a full part in the decision-making and 

operational processes of the Community institutio1ls" 74 Having first ralsed 

expectations, when it finally published its Opinion on Malta's application, the Commission 

added little new to the debate, but simply left the issue to the Inter-Governmental Conference 

scheduled for 1996.75 One reason for this is that the EU is reluctant to raise the institutional 

question before it really has to because of the divisiveness that this will instil among the 
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member states themselves. 

Central to the question of the refonn of the EU institutions is the "small states" issue; namely, 

what should be the rights and obligations of such states in the Union and will such small states 

have the capabilities of living up to the demands of the Presidency of a larger Community. 

Linked to this is the other issue of whether larger states should be given greater weight in the 

decision-making institutions. No doubt the EU cannot function more efficiently without 

deepening its institutions while widening to include more members. There is certainly more 

scope for increased majority-voting in EU institutions. 

Some of the fears and prejudices regarding smaller European states joining the European Union 

were expressed during the enquiry on Enlargement held in Britain by a Select Committee of the 

House of Lords. The French Ambassador told the Committee that smaller states like 

Liechtenstein, Monaco and Malta could not have the same rights and obligations as Member 

states. Lord Thomson of Monifieth said that "full membership" should not be encouraged for 

small states such as Malta and Cyprus. He added: "We have olle mill i-state at present, 

Luxembourg, and 1 think olle is quite ellough". Contrary to these opinions were 

those expressed by George Roberston M.P. who claimed that the old arguments regarding 

small states being unable to run the Presidency were knocked on the head by the good job 

Luxembourg had made in running the Presidency. The Greek ambassador said that the 

institutional changes necessitated by enlargement did not represent an insuperable obstacle for 

the Greek government. The institutional changes might result in the creation of more efficient, 

democratic and decentralised institutions than would otherwise have been the case. 76 

In an Opinion on enlargement published in September 1992, the Economic and Social commit

tee of the EU stated that Malta's accession, for example, meant that the Union should gear the 

level of Member States' representation to their geographic and demographic clout within the 

EU, while fully respecting sovereignty.77 

Malta's position on the refonn of the institutions was summarised by the Prime Minister while 

addressing the Paul Henri Spaak Foundation in Brussels in February 1994. The Prime Mini

ster made the following important points: 

i. 

ii. 

Malta favours the strengthening of the institutions and of the 

European Parliament; 

A small country has an interest in strong institutions. For a 

large country, strong European institutions represent an addition 

to what it already has on its own; they offer a difference in 

quality. For a small country,. they give it an opportunity in 
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111. 

sharing in what it can never hope to achieve by its own limited 

resources. 

The reform of the institutions need not take place necessarily 

before the accession of anyone member state, whether Malta or 

some other country or, indeed, before accession negotiations 

actually stan with such a stateJa 

Indeed, the Prime Minister was referring to the decision taken at the Brussels European Coun

cil held in December 1993 establishing the number of members from each member state to be 

appointed or elected to the Union's institutions, as well as the fixing of qualified majority 

weights of each Member state in Council and the new system of rotation of the Presidency of 

the CouncilJ9 Later, the informal [oannina Meeting, convened by the Greek Presidency in 

March 1994, led to transitional arrangements regarding qualified majority voting [and the 

"blocking minority"] in Council, which will last until the reform of the institutions in the Inter

Governmental Conference of 1996.ao Agreement to the loannina Declaration was sought for 

and obtained from the four EFTA applicants. 

It has been argued that the institutional changes, which would have been brought about by the 

adhesion of Cyprus and Malta to the EU before the Inter-Governmental Cconference of 1996, 

would not have been any more damaging to the smooth functioning of the Union's institutions 

than the adhesion of the four EFTA states. This is illustrated more clearly by reference to the 

tables included in Annex I and showing the change in the institutions brought about by the 

inclusion of both the EFTA applicants as well as Cyprus and Malta.a1 For instance, the 

adhesion of the EFTA states brings an addition of 11 to qualified majority voting in Council, 

whilst the accession of Cyprus and Malta would have induced an addition of four, or just as 

much as Switzerland would have added if it had joined the Union together with the rest of the 

EFTA pack. Switzerland's accession to the Union was at no stage regarded as being catastro

phic for the decision-making process of the Union, however the addition of two Mediterranean 

states, one the size of Luxembourg, the other twice its size, was considered to be unacceptable. 

Nor would the outcome of the 1996 Inter-Governmental Conference have been prejudiced by 

the entry of the Mediterranean states, since they too would have subscribed to the declaration 

attached to the official record of the Brussels Council and the loannina Compromise, whereby 

the member states and the applicants bound themselves to revise all the institutional 

arrangements established so far, at the Inter-Governmental Conference on the institutions.a2 

No doubt, the European Union's uneven treatment of Cyprus and Malta, as compared to their 

treatment of the EFTA countries, is motivated by the fact that the EU does not wish to raise 

precedents in its treatment of future membership applications from similar-sized countries. 
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The other major objection that is made at times with reference to small countries is their alleged 

inability to handle the Presidency of the Union. In a report to the European Parliament, Euro 

Parliamentarian Hansch 83 wrote, " The Union will increasingly assert its identity 

through a common foreign policy. As the number of Member states rises, so 

too will there be an increasing number of governments with virtually no 

proven ongoing ties and experience in certain regions of the world, jor 

instance the Middle East, Africa, the Balkans, etc. Those will be the regio ns, 

however, which will come to pose greater challenges for the Union's common 

foreign and security policy (CFSP). The new responsibility which the 

Maastricht Treaty has conferred on the Council presidency as regaTds 

implementing the CFSP will bring this structural flaw more sharply to Iil:ht. 

The joint 'Troika' system will not be able to tackle the root of the problems." 

84 Hansch's opinions are not unchallengeable and the observation by Wallace and Michalski is 

certainly most telling in this context: "Small-country presidencies have not had such a 

bad track record and some large-country presidencies have been less than 

outstanding. The collegiality and sense of playing a respected part on 

quasi-equal terms has been an importa1lt element of 'solidarity' within the 
EC."85 

Lastly, the proposal made by the Commission inus communication on Enlargement to the 

Lisbon Council of June 1992, that the question of participation of Malta and Cyprus in the 

institutions should be dealt with during accession negotiations, would have placed both 

countries in the unfavourable position of having to negotiate their place in the institutions 

before the 1996lnter-Govemmental Conference had even commenced and from the position of 

outsiders rather than insiders. Besides, it would have been difficult to negotiate such 

institutional arrangements before any proposals had been submitted in the Union as a whole. 

The Economic gains For Malta 

Malta is disenchanted with the present relationship based on the 1970 Association Agreement 

because its competitive position in the Union's market has been eroded by various 

developments. From the economic point of view, the European Union has little or nothing to 

gain from the adhesion of a small state like Malta. Nor does it stand to lose anything. 

The proliferation of various Association Agreements and other preferential trading 

arrangements between the EU and third countries since Malta signed its Association Agreement 

in 1970 and more recently the conclusion of Europe Agreements with the Visegrad countries 

and beyond, has eroded the original preferences in the agreement. 
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The second main concern regards the structural funds of the Community, to which Malta has 

no access, and which enhance the competitivity of European backward regions and thus 

positively affect the competitive performance of EU firms and the flow of investment. As a 

result, as long as Malta does not have access to these funds it will be losing in its competitivity, 

unless of course the Maltese authorities find alternative development funding on a par with 

what the EU spends in its backward regions. The question of the structural funds is not one 

which interests Malta in the membership context only, but is intimately related to its 

competitivity. 

The completion of the single market has simplified and removed many barriers to trade for 

Malta in the EU. However, measures aimed at helping Small and Medium-sized Enterprises 

(SMEs) and to encourage mobility and exchange of infomlution, which were introduced con

currently with the single market, still put Maltese firms at a disadvantage. The removal of 

non-tariff barriers to trade has resulted in a reorganisation of European industry so that the 

market has certainly become more competitive for Maltese firms as European firms hitherto 

prevented from competing in a Europe-wide market by the existence of non-tariff barriers have 

had their competitiveness enhanced by the single market and parallel measures. 

In trade matters, membership will enhance the rules of origin in favour of Malta. It will permit 

products such as processed food and beer, which are presently subjected to restrictive practices 

(beer has a tariff quota) by the Community, to enter the European market. 

Membership will permit Maltese firms in the services sector to expand in the European market. 

The economic strength of the European Union today is such that Malta, like most other third 

countries with extensive trading links with it, has to adapt to EU decisions in the economic 

sphere without actually having a say in them. Membership will afford a way out of this 

situation. 

Lastly, Malta's economy, being dependent because of its small domestic market on exports, 

will gain access to the markets of non-EU countries which have preferential trading 

arrangements with the European Union. In the absence of membership, such access would 

theoretically be possible only if Malta could conclude bilateral trade accords with each of these 

countries, giving it similar privileges to those which these third countries accord the EU. For a 

small country like Malta, the successful conclusion of such accords is extremely limited. In 

fact, when Malta joins the EU, it will gain better access to the neighbouring Mediterranean 

countries than it has at present. 
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Of course, the liberalisation of the Maltese market will open the domestic sector to external 

competition and induce some costs, especially if uncompetitive firms enjoying high protection 

have to close down. The situation as regards such firms is not a simple one. Some 

domestic-oriented firms are presently constrained to stick to such inward-looking policies for 

various reasons, ranging from inaccessibility to the European market due to the absence of 

trade concessions on the part of the European Union (e.g. processed agricultural products) to 

the stiff competition they are faced with from EU fim1s if they try to make inroads in non-EU 

markets in the Mediterranean, some of which enjoy export subsidies or production subsidies. 

A few service sectors like banking and insurance may face stiffer competition, however this is 

not looked upon negatively by most other economic sectors. 

The economic restructuring programme has already been set in motion and the liberalisation 

programme is a gradualist one which would have advanced much by the time Malta enters the 

Community. However, other restructuring such as changes in the fiscal policy and the intro

duction of VAT has had to be rapidly introduced, eliciting some public resistance. Without the 

compensating advantages that membership could at least bestow, such as the sense of finally 

belong to the Union, political and social fatigue~lIld set in, including, perhaps, negative 

attitudes towards EU membership. 

Economic and Legal Reform In Malta in Preparation for EU Integration. 

Malta's economy is already deeply integrated with that of the European Union. Around 84 per 

cent of its trade is tied with the EU and the latter is the source of the bulk of its foreign direct 

investment. Exports to the Community stood at ECU 354.8 million in 1987 and ECU 713.8 

million in the first nine months of 1994. Between 1987 and 1994, exports to the Community 

have more than doubled. Clothing was the predominant export in the Eighties, in the Nineties 

its place has been taken by electronic goods. The share of Maltese exportS in the EO's 

extra-Union imports has been increasing fast, at a time when intra-EU trade has generally 

increased faster than extra-EU trade. On average in the last five years, Malta's GDP at factor 

cost increased by around 8.6 per cent per annum. Inflation has been between 3.0 and 4.0 per 

cent but part of this inflationary pressure can be explained by the fact that the economy has 

been expanding for the past six years. In the labour market, the gainfully occupied have 

increased by 11.2 per cent from 1987 to September 1994. Unemployment stood at 3.9 per 

cent in September 1994. Tourism is another important source of income. In 1987 the number 

of tourist arrivals stood at 745,900 while in 1994 the figure stood at 1.2 million. Gross 

income from tourism has climbed from ECU 301.5 million in 1987 to ECU 462.5 million in 
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the first nine months of 1994. Efforts to diversify tourist arrivals from the British market have 

been successful and while quantitatively the intake from the UK has declined slightly after 

reaching a peak in 1992, tourist arrivals from other destinations have increased faster. In 

1987, tourists from the U.K accounted for around 60 per cent of the total. In 1994 their share 

in total tourist arrivals was less than 50 per cent. Diversification of the tourist market is 

intended, of course, to increase the resilience of the local industry to external shock. The 

external reserves of the monetary authorities have also been steadily increasing. Malta 

traditionally has had balance of trade deficits which normally become more negative with an 

increase in tourism and fast economic growth prompted, of course, by an increase in 

consumption of both consumer goods and industrial supplies. However, for many years, 

Malta has had net balance of payments surpluses. The reserves of the monetary authorities 

have increased from ECU 1,216.7 million in 1987 to ECU 1,318.6 million in September 

1994.86 By the end of 1994, net Public debt amounted to ECU 525.4 million or 26.6 percent 

of GDP. Public debt servicing amounted to around 2.4 per cent of GOP in 1994. 

Yet in its "avis" on Malta's application, the Commission observed that the adoption of the 

"acquis communautaire" by Malta especially in the trade, economic, financial and 

competition issues "depends on a thorol/gh-going overhaul of the Maltese 

economy's regulatory and operational systems. The problems posed by such 

an overhaul are far from insurmountable,~t the reforms will affect so many 

practices and situations with deep roots in Maltese society that the 

government's undertaking to adopt the acquis communautaire in its entirety 

must be backed by the adoption of an overall structural reform programme and 

by the effective implementation of its most pressing measures." 

Basically the difficulties referred to by the Commission are the following: part of the 

manufacturing sector which is oriented towards the local market is protected by rather high 

tariff walls. Ship building and ship repair are heavily subsidised by government, the 

government relies for its revenue on customs duties [in 1992,24 per cent of total government 

revenue came from customs and exciseJ, the banking sector is not open to international 

competition, the central bank is not independent and does not operate a monetary policy in the 

true meaning of the word, and lastly government exercises rigorous administrative controls to 

put a lid on prices and profits. Reference was also made to the absence of competition law and 

especially the absence of anti-trust legislation and lastly the lack of environment regulations. 

At first glance, the judgment expressed in the Commission's opinion on Malta's application 

seemed a bit out of tune with the real developments in the economy. The most telling question 

asked was why should Malta thoroughly overhaul an economy which was doing well [healthy 
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economic growth, low inflation, low unemployment etc.]. However, legal and economic 

reforms had been considered for a long time in order to make the economy more efficient. by 

opening up the protected sector to competition and by overhauling Government's fiscal policy. 

In 1987 Government embarked on the first phase of this reform by removing administrative 

controls on impons and replacing these by additional tariffs, a process of tariffication. Funher 

developments took place in the areas of fiscal reforms and exchange controls. Prior to Malta's 

application to join the European Union, the Government had already concluded a plan for 

Malta's adaptation to the" acquis communautaire". 

One of the Government's main concerns was that the reforms should not be sudden and 

catastrophic but that they should continue to obtain wide-ranging popular support. Whereas 

most EU Member states can blame unpopular reforms "on Brussels", the Maltese authorities do 

not have such elbow room. Any measure which requires short-term sacrifices will not easily 

be sold, not even if it can be shown to be required outside the context of membership or that it 

would lead to benefits in the long-run. A reform that coincides with adaption to the Union's 

"acquis" is immediately labelled by opponents to EU membership as an infringement on 

sovereignty, a measure designed to please Brussels. No doubt this must be an essential factor 

which must be considered by the Union in its negotiations with Malta on the fourth financial 

protocol so that the quantum of financial aid will have to be adequate to support the reforms. 

The economic and legal reform programme is certainly on track and running smoother than 

expected. This could, however, be attributed to the fact that at this stage, the programme 

consists primarily in the passage of the necessary legal acts through parliament. The 

introduction of Value Added Tax has encountered a mixed reaction from part of the trade union 

movement and the association representing small retailers. It was successfully introduced on 

January 1st, 1995. The more interesting part of the reforms will surely commence with the 

actual enforcement of some of the changes. This, however, appears to be a new experience in 

which Maltese decision-makers are happily engaged. 

The most salient parts of the reforms, on which there was prior agreement with the Commis

sion as part of a mutually agreed reform programme of March 1994 and which have success

fully been introduced are the following: 

(1) The Central Bank Act has been modified by a law to that effect passed in November 

1994 in order to enhance its independence and enable it to conduct monetary policy via 

open market operations. The Government will not be in a position to borrow through 

the Bank and interests rates, which it hitherto fixed, are being liberalized, a process 

which will be completed by 1997. Meanwhile commercial banks are being given more 
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freedom to determine interest rates according to market demands. The strengthening of 

the independence of the Central Bank also satisfies the requirements of the Maastricht 

Treaty. 

(2) New Financial Services Acts have been approved in Parliament, bringing financial 

legislation in line with its EU counterparts. In the case of banking legislation, this has 

been brought into line with the first and second EU banking directives, particularly with 

regard to the control of credit institutions and combatting money laundering and insider 

dealing. [see Appendix 2] The financial services sector has been liberalized for foreign 

operators, who are now free to set up financial institutions in Malta. Two foreign 

banks have been licensed to operate from Malta. In the banking sector, the 

Government has already privatized two banks, a small bank in 1994 and one of Malta's 

two largest ones in March 1995. The process of privatisation continues. 

(3) Exchange controls are being eliminated gradually in order that they will be removed 

completely by 1997 to allow for the full freedom of capital movements. Since 

November 1994, Malta has complied with IMF Article VIII.S7 

(4) As regards fiscal policy, V AT was satisfactorily introduced on I January 1995. The 

relevant Maltese law is based on the VA nixth Directive. Some fields of economic 

activity such as in the tourist, educational and health services have been exempted 

completely from VAT or subjected to a reduced rate. The V A T legislation encountered 

the opposition of the Labour Party and the General Workers' Union, Malta's biggest 

trade union which is closely allied to the Labour Party. The General Retailers and 

Traders' Union also opposed the law on the method of its introduction and not in 

principle. Nevertheless, when the law actually went into effect its implementation 

moved rather smoothly. 

(5) Customs duties have been eliminated on all EU imports and a new customs duty 

equivalent to the Common External Tariff of the EU has been adopted for non-EU 

imports. Some protective levies have been maintained on around 850 products 

including agricultural produce, processed agricultural foods and some manufactures. 

The imposition of these levies has been subjected to a clear and definite timetable for 

their dismantlement, expected to be completed by the end of 1996 for half of them. The 

remaining levies will be dismantled in accordance with agreements reached during the 

accession negotiations. Meanwhile customs fomlalities have been modernised with the 

use of new information technology. 
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(6) Efforts have begun to align technical standards with those of the European Union in 

order to eliminate new obstacles to trade such as technical barriers. 

(7) A new Competition Act, based on the EU's competition rules was enacted in December 

1994. 

(8) A consumer protection Act modelled on EU regulations was approved by Parliament. 

(9) The civil service is actively being reformed. 

(10) In ship building and ship repair a restructuring programme has been in operation for 

some years. 

(11) In the area of the environment, regulations have been issued, bringing Maltese law in 

line with EU regulations especially on the question of bird protection. Malta has also 

acceded to the Berne Convention. 

(12) A number of state-owned companies have been wound up or sold to the public. 

Banks, which up to now have been who!!1. state-owned, have been allowed to sell 

shares to the public, thus relaxing the state's majority share holding to pave the way for 

more privatisation. One of the smaller banks has been completely privatized. The 

policy on privatisation seems to point to the achievement of a situation where only the 

basic utilities [water, energy and telecommunications], considered to be natural 

monopolies in an island the size of Malta, will remain in state control. In the case of 

telecommunications, the EU's decision to create a single market in telecommunications 

will mean that the sector will be open to competition, although it does not necessarily 

entail that government will relinquish control over the Maltese telecommunications 

corporation, which presently enjoys a monopolistic position. 

This process may entail short-term adjustment costs, although the negative repercussions have 

largely been avoided due to the fact that the economy is buoyant. The authorities have kept in 

place a number of protectionist measures, such as the maintenance of price controls and import 

levies in order to minimise the adjustment costs and stagger the negative economic effects. 

Price controls and new legislation on competition and fair trading will enable the authorities to 

keep a close watch and control on prices in the first year of the operation of VAT in order to 

prevent the reduction in customs duties from being turned into extra profit by retailers hiding 

behind the excuse that VAT has raised the general price level. The import levies. mostly on 

processed food and drinks, which will also be gradually dismantled in the longer run, will 
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allow the domestic-oriented industry to survive the onslaught of competing imports. Once 

controls on these impons are removed on the Community"s side, either as a result of member

ship or by such a decision in the interim period, the pressure on this industry will ease and 

make liberalisation possible. 

Financial aid from the Union will mitigate further the impact of this adjustment programme 

which will eventually make the Maltese economy more efficient. However, the unique situa

tion Malta finds itself in the midst of this adjustment programme, the founh EU-Malta financial 

of around 45 million ECUs spread over a period of five years, is only marginally better than 

the previous protocol in real terms, which shows that the burden of legal and economic 

changes is not being taken by the EU. 

Positively noting the changes that have been gOing on Malta, on 1 March 1995, the 

Commission of the European Communities sent a report to Council on the implementation of 

these economic and legal reforms, reiterating that the negotiations will therefore be able to stan 

up on the basis of the Commission's proposals six months after the conclusion of the 1996 

InterGovernmental Conference and in the light of its outcome. The Commission has also 

promised to present concrete proposals on a specific pre-accession strategy, including a 

structured dialogue, in good time for the next Association Council meeting scheduled for June 

1995.88 

Attitudes Towards EU Membership In Malta in The Mid-90s 

The governing Nationalist Party, which won a convincing electoral success in the general 

election of 1992, has traditionally been in favour of membership of the European Union. The 

Malta Labour Pany opposes membership of the EU, stating that this would end Malta's neutral 

status. The Labour Party wants a long term agreement based on the setting up of a free trade 

zone in industrial products which would make allowance for the domestic oriented industrial 

sector. The labour proposal also refers to "colllinlled Common Market financial 

contributions to Malta, cooperation in research and development, transfer of 

technology and investment in Malta"89. Such a proposal looks positive in the abs1ract, 

however a free trade area (FT A) in industrial goods is not the best possible "incomplete" 

integration relationship that ought to be pursued by a small economy the size of Malta in which 

the expon of services is becoming increasingly crucial. The proposal also seems to tum a blind 

eye to the fact that the level of financial and economic cooperation which the Community would 

offer Malta will largely depend on the Global Mediterranean Policy of the Union, the amount of 

global aid allocated from the EO's own resources and the way the EU will decide how to 

divide the cake. In this regard, no doubt the poorer and larger Mediterranean states will get the 
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lion's share of the aid and the criteria for dividing such aid will rest. no doubt. solely on the 

donor's interest and not on the recipient's. Funher, such aid will have more restrictive ties than 

regional and social development aid transfers which will flow to Malta following membership. 

Neither has the Maltese labour proposal been convincing on the economic arguments which 

have been put forward for maintaining their commitment for a free trade area with the 

Community in preference to membership. For example, the Labour Party has opposed the 

introduction of Value Added Tax, and promised to repeal the system when elected to 

government, even though this tax system permits government to reform its revenue and fiscal 

policy which is presently dependent on income from customs duties. VAT could become a 

handy tool for the achievement of the free trade area option. were this to become Malta's choice 

in the future in the eventuality of a rejection of the membership option. It is difficult to find 

convincing political and economic arguments to show how the FT A proposal will entail more 

benefits and less costs for Malta than membership. 

One plausible argument in favour of the FTA proposal is that it will allow Malta to maintain 

flexibility and be in a position to conclude other trading arrangements with other countries. 

The reverse side to this argument is that Malta. being a small country, will find it harder to 

negotiate, let alone conclude free trade arrangements with other countries while the European 

Union already has in place such arrangements or preferential trading agreements with nearly all 

the countries of the world. Membership of the Union can be seen as a way of integrating the 

Maltese economy with the rest of the global economy, not least in the Mediterranean region 

itself, where south-south networks remain so under-developed and where the European Union 

already enjoys extensive economic and political relations and will no doubt try to improve these 

relations in the future. The EU has already proposed negotiations with Israel and the Maghreb 

countries in order to improve the present preferential trading arrangements and recent proposals 

put forward to improve its Mediterranean policy show that it will be funher encouraging greater 

trade liberalisation in the region. When all is said, Malta's choice amounts to one between 

joining the EU or asking the latter to treat it just like any other Mediterranean state under the 

aegis of the global Mediterranean policy. 

Alternatively, outside the membership option, Malta also has the choice of extricating itself 

from the Mediterranean policy and embarking on a closer integration project with the Com

munity on the model of the European Economic Area. This will amount to joining the 

Community in everything except its decision-making institutions. 

One other argument posited is that in joining the European Union Malta would have to sacrifice 

its sovereignty. Here again the argument is rather obscure. since it often neglects the el<tent 
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and the meaning of sovereignty for a small state. Sovereignty is a relative concept and a small 

state which is open to the pressures of bigger neighbouring states cannot really define its 

sovereignty in the abstract. Malta's brush with Libya over the delineation of the continental 

shelve in 1980 clearly demonstrated that small states are more liable to be threatened with force 

sometimes even by neighbouring states which presumably are on the best of relations with it. 

As an EU member, Malta would certainly have to surrender some national control over some 

policy areas. It will not mean that it will not be pressurised by bigger states. However, de 

facto, in a world where power characterises international relations, small states have been 

constrained on more than one occasion to sacrifice their sovereignty and right to decide certain 

issues silently. Membership of the European Union will give a small state like Malta a voice in 

world affairs with the rest of its partners and at least ensure that deliberations occur within an 

acceptable and more transparent framework and not on a "might-is-right" basis in behind-the

scenes diplomacy. Membership will enhance Malta's security, give it a say in the internal 

Community decision-making and in the longer run make it less likely to be pushed around in 

the international arena. The sovereignty of a small state cannot then be viewed in all or nothing 

terms. A small state will lose some freedoms but it would definitely gain others, thus the gains 

weigh more than the losses. Ultimately, membership enhances Malta's sovereignty, not 

diminishes it. 

On the question of security, the Maltese Labour Paf!.y, while opposing membership because of 

the presumed loss of sovereignty which this will entail, has recently proposed that should it be 

re-elected to government, it would seek a bilateral security agreement with the European 

Union. In an official Labour Party review of security policy it was stated that "Through this 

agreement Malta obtaills a guaralltee of assistallce alld protection which the 

Europeall Union pledges to give according to the resources alld mechanisms 

which it has at its disposal from time to time"90 

Concl us ions 

Confronted by the European Union, Malta really has no choice but to join. Membership does 

not depend on Malta but on the European Union. The experience of other countries which 

have joined the Union since 1973 have perhaps conveyed the message that membership is 

indeed a tiring proposition. In the case of Malta's application, progress towards membership 

has been slow and incremental, but on the whole positive. 

The Maltese economy is already integrated with that of the European Union. Malta does not 

threaten any major indigestible costs for the Union. Its buoyant economic growth means that it 

will be in a position to achieve the so-called nominal Maastricht criteria and to make progress in 
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real convergence. 

From the political point of view, Malta has already indicated that it will fully participate in the 

CFSP. Membership of the Union is also a means by which Malta seeks to enhance its own 

security. 

The institutional issue, proposed as the most serious impediment to Malta's (and Cyprus's) 

accession of the Union with the EFTA countries, exposes the uneven-handedness with which 

the European Union treats the Mediterranean states as opposed to its treatment of the EFTAns. 

There appears to be no serious reason why the small Mediterranean applicants should not be 

allowed to join the Union on the present institutional arrangements whereby the EFTA states 

have been admitted. 

The Union's ambivalent and seemingly half-hearted response to Malta's application under

mines popular support for membership in Malta and discredits a government which has built up 

its policies and popular support on the notion that anchoring Malta in the European fold was an 

end which was also desired by Europe. 

As the economic and legal reform goes on in Malta, the EU's inability to set a definite date for 

the start of negotiations continues to supply the uncertainty which nobody wants. Once such 

negotiations start, there is no obstacle to their rapid and positive conclusion. By now ])oth 

sides have demarcated the difficulties and the solutions clearly. One option could be to ~tart 

negotiations with the Mediterranean applicants on the non-controversial issues, leaving the 

more difficult ones, such as those related to their place in the institutions to the very last, until 

after the IGC. The two applicants can also be given observer status at the IGC. 

Membership of the Union for more Mediterranean countries will go a long way to restore some 

of the internal balance within the Union. In the CFSP, where the EO's Mediterranean p01icy 

belongs, Malta can bring to bear the experience it has gained in Mediterranean diplomacy over 

the past three and a half decades of its existence as an independent state. The Union might 

neglect, to its own peril, the dangers lurking in the Mediterranean, yet events in the region have 

taken a life of their own and present ominous possibilities for Europe in the future. 

I. The Nationalist Party (Christian Democrat) in government since 1987, has since 1962 expressed itself in 
favour of membership of the European Community. It has included membership of the Community in the 
electoral manifestos of 1981,1987 and 1992. It has interpreted the absolute majority of votes obtained in the 
three elections as giving it the necessary mandate to seck membership of the European Union. 

2. Address by the Hon. Dr Eddie Fenech Adami, Prime Minister of Malta, at a conference held at the Foundation 
Paul Henri Spaak, on "Malta in The European Union", Brussels, Belgium, 3 February 1994. [Office of the 
Prime Minister, Malta] page 2. 
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IS. Cyprus Bulletin. Vol XXXII. No 22, 22 December 1994. 
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1995. 
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21. Redmond John, The Next Mediterranean Enlargement of the European Community: Turkey, Cyprus and 
Malta? Darmouth Publishing Co. Ltd., 1993. page 4. 
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institutions and guarantee their eff'ecti,'e operation: Bullelin of the European Communities, Bull. 
EC 12-1993, page 18. 
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83. Now President of the European Parliamenl. 

84. Report of the Committee on Institutional Affairs of the European Parliament. on the structure and strategy 
for the European Union with regard lO its enlargement and the creation of a Europe-wide order. Rapporteur Klaus 
Hansch. Doc EMRR1208537 - PE 152.2421fin - A3-0189192. 21 May 1992. sec page 17. 

85. Wallace and Michalski, op.cil., page 15. 

86. Total reserves, ie those of the monetary aUlhorities logether wilh lhose of the banking system stood at 
around ECU 1,732 million in Seplember 1994. 

87. Article 8 of the IMF means that Malta has liberalised internalional exchange and payments systems. The 
key parts of the IMF are: 

Section 2: Avoidance of restrictions on current payments: 

"(a) Subject to the provisions of Article VII, Section 3 (b) and Article XIV, 
Section (a), no members shall, without the approval of the Fund, impose 
restrictions on the making of payments and transfers for current international 
transactions .... n 

Section 3: 

"No members shall engage in, or permit any of its fiscal agencies .•• to engage in 
any discriminatory currency arrangements or multiple currency practices •••• except 
as authorised under this Agreement or approved by the Fund ..... 

88. European Commission Press Release, March 1st. 1995, Ref: IP/95/198. The Association Council takes 
place on 12 June; a week later the dialogue continues, involving the ministers of Justice and Home Affairs; 27 
June the Maltese PM will be in Cannes. On the agenda of the Association Council will be the discussion of 
the Commission referred to earlier. -

89. "Malta and The EEC:Economic and Social Aspects" [Reports and documentsl, Inrormation Department, 
Malta Labour Party, 1990, page 10. 

90. Report to The Leader Of The Opposition, "Proposals For Updaling The Foreign Policy of the Malta Labour 
Party In The Sectors Concerning Nalional SecurilY". Document prepared by an informal working group for the 
consideration of the National Executive and the General Conference of the Malta Labour Party. Publisbed in 
Malta, 1994, vide page 38. 
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APPENDIX 1 , 
TABLE 1 

Place Of Applicant Countries In The Institutions And Bodies 

(I) (2) (3) (4) (5) 

Belgium 1 25 5 12 12 

Denmark 1 16 3 9 9 

Germany 2 99 10 24 24 

Greece 1 25 5 12 12 

Spain 2 64 8 21 21 

France 2 87 10 24 24 

Ireland 1 IS 3 9 9 

Italy 2 87 10 24 24 

Luxembourg 1 6 2 6 6 

Netherlands 1 31 5 12 12 

Austria* 1 20 -4 11 11 

Ponugal 1 25 5 12 12 

Fin1and* 1 16 3 9 9 

Sweden* 1 21 4 II 11 

United Kingdom 2 87 10 24 24 

Total 20 624 87 220 220 

Malta 1 6 2 6 6 

Cyprus 1 6(7) 2 6 6 

New Total 22 636 91 232 232 

Nptes 
(I) Members of the Commission 
(2) Seats in the European Parliament 
(3) Qualified Majority Voting in Council on the basis of the Treaty on 

European Union and EU Council Decision of December 12, 1993 held 
in Brussels 

(4) Seats in the Economic and Social Committee 
(5) Seats in the Committee of the Regions 
* EFTA member state - new EU members as of !January 1995 

For Malta and Cyprus estimate based on Luxembourg 



TABLE 2 

ADDITIONS TO THE INSTITUTIONS AS A RESlJL T OF ENLARGEMENT 

Commission 

European Parliament 

Qualified Majority 
Voting In Council 

Economic and Social 
Committee 

Committee of the 
Regions 

Notes 

(1) 
(2) 
(3) 
** 

(I) 

2 

12 

4 

12 

12 

(2) 

3 

57 

11 

31 

31 

(3)** 

4 

73 

14 

40 

40 

additions which would result from the entry of Malta and Cyprus 
additions brought about by-tfie entry of, Austria, Sweden and Finland 
additions which would result from (2) plus Switzerland 
Informed Estimate 



'. 

APPENDIX 2 

The following is a list of Acts which have been passed 
Maltese Parliament and which form part of the legal 
programme, 

1. Act No.XII of 1994 

An Act to make provision for the Value Added Tax. 

2. Act No.XIII of 1994 

in the 
reform 

An Act to confer on the Malta Business Authority the Functions 
of the Malta Financial Services Centre, to change the name of 
the Authority and to make certain consequential amendments to 
the Malta International Business activities Act, Cap.330. This 
Act is intended to control the activities of off-shore business 
organisations. 

3. Act No.XIV of 1994 

An Act to regulate the carrying on of investment business and to 
make provision for matters ancillary thereto or connected 
therewith. The aim of the biltis to regulate investment 
services and actually to open the possibility of the creation of 
such new investment services under regulation. 

4. Act No.XV of 1994 

An Act to regulate the business of banking. The aim of this act 
is to update banking regulations in a way that it would make the 
"deregulation" of the banking sector possible. Legislation in 
this sector has been aligned with that of the EU. 

5. Act No.XVI of 1994 

An Act to amend the Duty on Documents and Transfers Act, 1993. 

6. Act No.XVII of 1994 

An Act further to amend the Income Tax Act. 

7. Act No. XVIII of 1994 

An Act to collect the regulation of income tax and to provide 
the administrative machinery for such collection. 

8. Act No.XIX of 1994 

An Act to make provision for the prevention and prohibition of 
the laundering of money in Malta. 

9. Act No.XX of 1994 



An Act to enable Malta to ratify the Convention on the law 
applicable to trusts and on their recognition, and to make 
certain amendments to the Offshore Trusts Act, Cap.331. 

10. Act No.XXI of 1994 

An Act to regulate insider dealing. 

11. Act No.XXII of 1994 

An Act to regulate the business of financial institutions. 

12. Act No.XXIII of 1994 

An Act to make special provisions applicable to certain 
companies and to supplement the provisions of the Commercial 
Partnerships Ordinance, Cap.168. 

13. Act No.XXIV of 1994 

An Act to establish general provisions protecting professional 
secrecy and to make consequential amendments to other laws. 
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