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What is the impact of the global crisis on neighbouring countries of the EU? This question is at 

the centre of this Paper.  

 

The global crisis is having a profound impact around the globe. No region managed to 

escape the effects of the largest and most synchronous recession since World War II. 

Although it was initially the core of the financial sector of the developed economies that was 

the eye of the hurricane, in the case of a great many emerging and developing economies it 

has been the non-financial instead of the financial sector that pushed the economies into 

downturn. 

 

This publication, which is an annual publication of the European Commission that focuses on 

the eastern and southern neighbouring countries of the EU, has the financial crisis as a central 

theme. All countries that are part of the European Neighbourhood Policy (ENP) framework 

are covered.  

 

The ENP encompasses the EU’s immediate neighbours by land or sea which are not 

(potential) candidate countries. The countries covered along the southern rim of the 

Mediterranean are Algeria, Egypt, Israel, Jordan, Lebanon, Libya, the occupied Palestinian 

territory, Morocco, Syria and Tunisia. The countries to the east of the EU and part of the 

recently launched Eastern Partnership are Armenia, Azerbaijan, Belarus, Georgia, Moldova 

and Ukraine.  

 

Other countries analysed are Russia and, this year for the first time, the Gulf Cooperation 

Council (GCC) countries – Saudi Arabia, the United Arab Emirates, Bahrain, Kuwait, Oman 

and Qatar. Relations between the EU and Russia are governed by a strategic partnership and 

those with the GCC countries by a cooperation agreement. 

 

This Paper is subdivided into three main parts. The first part gives a bird’s eye view of the 

transmission of the global crisis to the EU neighbours, as well as its impact on their economies. 

The second part summarizes the similarities and differences in developments for the southern 

EU neighbours (the “Med”-region) and the eastern EU neighbours (the “Eastern Partners and 
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Russia”). The third part contains comprehensive individual country reviews of each of the ENP 

countries. Throughout the Paper, there is thus an increasing degree of detail per region and 

finally per country. Without loss of consistency, the individual parts of the Paper can be read 

separately. 

 

Conclusions and policy issues emerge throughout the Paper.  

 

Broadly speaking, eastern neighbours and Russia have felt the impact of the crisis more 

directly and more suddenly than southern neighbours. There, a sharp weakening of 

exchange rates has taken place in conjunction with severe falls in confidence. This reflects 

the higher dependence on foreign investment, strong financial linkages with advanced 

economies, and possibility for capital to move quite freely across borders. Although the 

financial systems of Mediterranean neighbours appear to have been more resilient to the 

initial shock these countries are by no means immune to the downturn and are at risk of 

facing a prolonged adjustment process as the financial shock is transmitted to other sectors 

of the economy.  

 

While economic growth for the Mediterranean region will nearly halve in 2009 in comparison 

with 2008, from 5.2% to 2.7%, the eastern neighbours will face a contraction of 4%, which is an 

almost 10%-points decrease from 2008. The severe crisis has thus drastically changed near 

term prospects in both regions. But this should not be allowed to derail the reforms and thus 

the prospect of sustainable welfare gains in future. 

 

The deepening of integration in international markets is needed to exploit investment 

opportunities abroad, to introduce innovative production techniques and therefore boost 

productivity. It is by deepening economic and financial integration, rather than by isolating 

from international markets by protectionist measures, that the benefits of globalization can 

be reaped. Enhanced economic and financial integration will be beneficial, but only with 

adequate oversight consistent with international best practices. 

 

In EU neighbour economies reform agendas can continue to be pursued and, in certain 

countries, the opportunity to assess the efficiency of public expenditure policies can be 

grasped. The decline in international commodity prices would ease pressure on the trade 

deficits of oil and food importers and help to keep inflationary pressure on check once the 

price retrenchment has been fully reflected in domestic prices. This can offer a window of 

opportunities to review subsidy schemes. Countries highly dependent on the exports of 

commodities could explore efforts for a diversification of growth sources towards an 

economic structure less dependent on exporting commodities.  


