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1. THE COUNTRY 

The Kingdom of Spain or Spain is a country located in the southwest of 
Europe. It shares the Iberian Peninsula with Portugal, Gibraltar and Andorra. To 
the northeast, along the Pyrenees mountain range, it borders France and the 
tiny principality of Andorra. It includes the Balearic Islands in the Mediterranean 
Sea, the Canary Islands in the Atlantic Ocean, the cities of Ceuta and Melilla in 
north Africa, and a number of uninhabited islands on the Mediterranean side of 
the strait of Gibraltar, known as Plazas de soberanía, such as the Chafarine 
islands, the "rocks" (e.g. peñones) of Vélez and Alhucemas, and the tiny Isla 
Perejil (disputed). In the Northeast along the Pyrenees, a small exclave town 
called Llívia, integral part of Spain and Catalonia, is surrounded by French 
territory. 

The language spoken in Spain is Spanish. In some other regions, Catalan, 
Basque, Galician and others are spoken as well. The population of Spain is 
43,209,511.  The capital city is Madrid. 
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2. POLITICS 

Spain is a constitutional monarchy, with a hereditary monarch and a bicameral 
parliament, the Cortes Generales or National Assembly. The executive branch 
consists of a Council of Ministers presided over by the President of Government 
(comparable to a prime minister), proposed by the monarch and elected by the 
National Assembly following legislative elections. 

The 1978 constitution established Spain as a parliamentary monarchy, with the 
Prime Minister responsible to the bicameral Cortes Generales (Cortes) elected 
every 4 years. 

In October 1982 Spain joined NATO and the European Community. 

The Spanish Socialist Workers' Party, (PSOE), and its leader, José Luis 
Rodríguez Zapatero, won the 2004 elections. Rodríquez Zapatero was elected 
prime minister with the votes of PSOE and a few minor parties. He designed the 
first Spanish government ever to have the same number of male and female 
ministers. 

Facts 
Government type: parliamentary monarchy 

Capital: Madrid 

Administrative divisions: 17 autonomous communities (comunidades 
autónomas, singular - comunidad autónoma); Andalucía (Andalusia), Aragón, 
Asturias, Illes Balears (Balearic Islands), Canarias (Canary Islands), Cantabria, 
Castilla-La Mancha, Castilla y León, Catalunya (Catalonia), Comunidad 
Valenciana (Valencia), Extremadura, Galicia, La Rioja, Madrid, Murcia, Navarra 
(Navarre), and País Vasco (Basque Country). 
 
Note 
There are five places of sovereignty near Morocco: Ceuta and Melilla are 
administered as autonomous cities, with more powers than cities but fewer than 
autonomous communities; Islas Chafarinas, Peñón de Alhucemas, and Peñón de 
Vélez de la Gomera are under direct Spanish administration 
 
National holiday National Day, 12 October 
 
Constitution: Approved in referendum 6 December 1978,  
effective 29 December 1978 

Legal system: civil law system, with regional applications; does not accept 
compulsory ICJ jurisdiction 

Executive branch 
Chief of state: King Juan Carlos I (since November 22, 1975); Heir Apparent 
Prince Felipe, son of the monarch, born 30 January 1968. 
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Head of Government: President of the Government José Luis Rodríguez 
Zapatero (elected 14 March 2004); First Vice President (and Minister of 
Presidency) María Teresa Fernández de la Vega (elected 14 March 2004) and 
Second Vice President (and Minister of Economy and Finance) Pedro Solbes 
(elected 14 March 2004) 

Cabinet: Council of Ministers (Spanish Consejo de Ministros) designated by the 
president 
Note: There is also a Council of State that is the supreme consultative organ of 
the government 

Elections: The monarch is hereditary, following the rule of Castilian Siete 
Partidas: the elder son is preferred to the elder daughter; president of the 
government (prime minister) proposed by the monarch and elected by the 
National Assembly following legislative elections; election last held 13 March 
2004; vice presidents appointed by the monarch on proposal of the president 
election results: José Luis Rodríguez Zapatero (PSOE) elected president of the 
government (prime minister) 

Legislative branch 
Bicameral; General Courts or National Assembly or las Cortes Generales consists 
of the Senate or Senado (259 seats – 208).  

Members directly elected by popular vote and the other 51 appointed by the 
regional legislatures to serve four-year terms) and the Congress of Deputies or 
Congreso de los Diputados (350 seats; members are elected by popular vote on 
block lists by proportional representation to serve four-year terms) 
elections: Senate - last held 14 March 2004; Congress of Deputies - last held 14 
March 2004. 

Judicial branch  
Supreme Court or Tribunal Supremo. See also Audiencia Nacional. 



  

MGI is a worldwide association of independent auditing, accounting and consulting firms.   Each 
member firm undertakes no responsibility for the activities, work, opinions or service of the other 

member firms. 
 

05/10/2005 6 

 

 

3. ADMINISTRATIVE DIVISIONS 

Administratively, Spain is divided into 50 provinces, grouped into 17 
autonomous communities and 2 autonomous cities with high degree of 
autonomy. 

Autonomous communities 

 

 
Autonomous communities of Spain 
Andalusia (Andalucía)  
Aragon (Aragón)  
Principality of Asturias (Principáu d'Asturies in Asturian/Principado de Asturias in 
Spanish)  
Balearic Islands (Illes Balears in Catalan / Islas Baleares in Spanish) 
Basque Country (Euskadi in Basque/País Vasco in Spanish)  
Canary Islands (Islas Canarias)  
Cantabria  
Castile-La Mancha (Castilla-La Mancha)  
Castile and Leon (Castilla y León in Spanish)  
Catalonia (Catalunya in Catalan/Cataluña in Spanish/ Catalunha in Aranese)  
Extremadura  
Galicia (Galicia or Galiza in Galician)  
La Rioja  
Madrid  
Murcia  
Navarre (Nafarroa in Basque/Navarra in Spanish)  
Valencia (Comunitat Valenciana in Valencian /Comunidad Valenciana in Spanish, 
as official denominations).  
 
Provinces 
The Spanish kingdom is also divided into 50 provinces (provincias). Autonomous 
communities group provinces (for instance, Extremadura is made of two 
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provinces: Cáceres and Badajoz). The autonomous communities of Asturias, the 
Balearic Islands, Cantabria, La Rioja, Navarre, Murcia, and Madrid are each 
composed of a single province. Traditionally, provinces are usually subdivided 
into historic regions or comarcas.  
 
Places of sovereignty 
There are also five enclaves (plazas de soberanía) on and off the African coast: 
the cities of Ceuta and Melilla are administered as autonomous cities, an 
intermediate status between cities and communities; the islands of the Islas 
Chafarinas, Peñón de Alhucemas, and Peñón de Vélez de la Gomera  are under 
direct Spanish administration. 

The Canary islands, Ceuta and Melilla, although not officially historic 
communities, enjoy a special status. 
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4. GEOGRAPHY 

Mainland Spain is dominated by high plateaus and mountain ranges such as the 
Pyrenees or the Sierra Nevada. Running from these heights are several major 
rivers such as the Tajo, the Ebro, the Duero, the Guadiana and the 
Guadalquivir. Alluvial plains are found along the coast, the largest of which is 
that of the Guadalquivir in Andalusia, in the east there are alluvial plains with 
medium rivers like Segura, Júcar and Turia. Spain is bound to the east by 
Mediterranean Sea (containing the Balearic Islands), to the north by the Bay of 
Biscay and to its west by the Atlantic Ocean, where the Canary Islands off the 
African coast are found. 

Most popular metropolitan areas 

Madrid  5.603.285 million 

Barcelona  4.667.136 million 

Valencia  1.465.423 million 

Sevilla  1.294.081 million 

Málaga  1.019.292 million 



  

MGI is a worldwide association of independent auditing, accounting and consulting firms.   Each 
member firm undertakes no responsibility for the activities, work, opinions or service of the other 

member firms. 
 

05/10/2005 9 

 

 

5. ECONOMY 

Spain's mixed capitalist economy supports a GDP that on a per capita basis is 
87% that of the four leading West European economies. The center-right 
government of former Prime Minister Aznar successfully worked to gain 
admission to the first group of countries launching the European single currency, 
the euro, on 1 January 1999. The Aznar administration continued to advocate 
liberalization, privatization, and deregulation of the economy and introduced 
some tax reforms to that end. Unemployment fell steadily under the Aznar 
administration but remains high at 9.8% as of August 2005. Growth of 2.4% in 
2003 was satisfactory given the background of a faltering European economy. 
The Prime Minister Rodríguez Zapatero, whose party won the election three 
days after the Madrid train bombings in March 2004, plans to reduce 
government intervention in business, combat tax fraud, and support innovation, 
research and development, but also intends to reintroduce labour market 
regulations that had been scrapped by the Aznar government. Adjusting to the 
monetary and other economic policies of an integrated Europe - and reducing 
unemployment - will pose challenges to Spain over the next few years. 
According to figures from 2004, Spain has the 8th largest economy in the world. 

There is general concern that Spain's model of economic growth (based largely 
on mass tourism, the construction industry, and manufacturing sectors) is 
faltering and may prove unsustainable over the long term. The first report of the 
Observatory on Sustainability (Observatorio de Sostenibilidad) - published in 
2005 and funded by Spain's Ministry of the Environment and Alcalá University - 
reveals that the country's per capita GDP grew by 25% over the last ten years, 
while greenhouse gas emissions have risen by 45% since 1990. Although 
Spain's population grew by less than 5% between 1990 and 2000, urban areas 
expanded by no less than 25% over the same period. Meanwhile, Spain's 
energy consumption has doubled over the last 20 years and is currently rising 
by 6% per annum. This is particularly worrying for a country whose dependence 
on imported oil (meeting roughly 80% of Spain's energy needs) is one of the 
greatest in the EU. Large-scale unsustainable development is clearly visible 
along Spain's Mediterranean coast in the form of housing and tourist complexes, 
which are placing severe strain on local land and water resources. 

Overview 
Spain's accession to the European Community, now European Union (EU), in 
January 1986 required the country to open its economy, modernize its industrial 
base, improve infrastructure, and revise economic legislation to conform to EU 
guidelines. In doing so, Spain increased GDP growth, reduced the public debt to 
GDP ratio, reduced unemployment from 23% to 10%, and reduced inflation to 
under 3%. 

Following peak growth years in the late 1980s, the Spanish economy entered 
into recession in mid-1992. The economy recovered during the f irst Aznar 
administration (1996-2000), driven by a return of consumer confidence and 
increased private consumption, although growth has slowed in recent years. 
Unemployment remains a problem at 11.7% (2003 est.), but this still 
represents a significant improvement from previous levels. Devaluations of the 
peseta during the 1990s made Spanish exports more competitive, but the 
strength of the euro since its adoption has raised recent concerns that Spanish 
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exports are being priced out of the range of foreign buyers. However, this has 
been offset by the facilitation of trade among the euro nations. 

Statistics 
GDP purchasing power parity $885.5 billion  (2003 est.) 

GDP  real growth rate:  2.4% (2003 est.) 

GDP  per capita:  
 purchasing power parity $22,000  (2003 est.) 
GDP  composition by sector: 

Agriculture  3.4% 
Industry  30.1% 
Services 66.5%  (2003 est.) 

 
Household income or consumption by percentage share: 
 Lowest 10%  2.8% 
 Highest 10% 25.2%  (1990) 

Inflation rate (consumer prices):  3.2% 

Labour force:  19.3 million  

Labour force - by occupation:   
Services  64%  
Manufacturing, mining, and construction  30.1% 
Agriculture  5.3% 
Industries:  
Textiles and apparel (including footwear), food and beverages, metals and metal 
manufactures, chemicals, shipbuilding, automobiles, machine tools, tourism. 

Industrial production growth rate:  2.7% 

Agriculture - products:  
Grain, vegetables, olives, wine grapes, sugar beets, citrus; beef, pork, poultry, 
dairy products; fish 
Exports:  $159.4  
 Billion f.o.b. (2003 est.) 
Exports - commodities:  
Machinery, motor vehicles; foodstuffs, other consumer goods 
Exports - partners:  
France  19%  
Germany  11.4% 
UK  9.6% 
Portugal  9.5% 
Italy  9.3% 
US  4.6%  (2002) 
Imports:  $197.1  
 Billion f.o.b.  (2003 est.) 
Imports - commodities:  
Machinery and equipment, fuels, chemicals, semi finished goods; foodstuffs, 
consumer goods (1997) 
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Imports - partners:  
France  17% 
Germany  16.5% 
Italy  8.6% 
UK  6.4% 
Netherlands  4.8%  (2002) 
Currency:  
1 euro (€) = 100 cents (before 2002, 1 peseta (Pta) = 100 céntimos) 
Exchange rates:  
Euros per US dollar   0.89  (2003) 
 1.06  (2002) 
  1.12  (2001) 
  1.09  (2000) 
  0.94  (1999) 
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6. TAXES IN SPAIN 

Corporate Income Tax: national  
Spain's standard corporate income tax rate is 35%.  

Companies with yearly sales of less than 3 million euros may qualify for certain 
tax incentives:  

A tax rate of 30%, applicable to the first 90,000 euros of taxable income. 
 
Accelerated depreciation of certain fixed assets.  
 
A 10% tax credit for investme nts and expenses on internet, information 
technology, and communications. 
  

VAT Tax (IVA): national  
The purpose of VAT is as a tax on end-consumers; businesses are generally 
entitled to deduct VAT borne against VAT charged.  
Tax on Business Activity (IAE): local  
As of 2003, this tax is waived for businesses that have a profit of under one 
million euros. This is an annual tax paid by businesses operating in the 
municipality. This tax rate depends on many factors, such as size and location of 
the business, the type of business, and number of employees.  

Personal Taxes in Spain  

Personal Income Tax (IRPF): national  
This tax applies if you are a resident. It is the standard "IRPF" income tax that 
most Spaniards pay. The tax rates for 2004 are as follows. You pay different 
rates on different portions of your income. In other words, if you earn  

20,000€, you pay the first 3700€ at 18%; the next 9200€ (12,900 - 3700) at 
24%; the final 7100€ (20,000 - 12,900) at 28%.  

Income  
Tax rate on  
this portion  

< 3700€  18%  

3700€ - 12,900€  24%  

12,900€ - 25,100€  28%  

25,100€ - 40,500€  37%  

40,500€ - 67,400€  45%  

> 67,400€  48%  
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If your taxes are being withheld and you earn less than 21,000€, you don't have 
to file.  

If you are a UK citizen, you must apply for certificate E101 to indicate that you 
will be a resident of Spain, and no longer subject to pay income tax in the UK.  

Non-residents Income Tax (IRNR): national  
Most non-residents are required to file income tax because they own a property 
(see article in SpainConvey on Taxes for Property Owners), though you may 
also have to file because a Spanish company has paid you dividends, or because 
you worked for a few months during the year in Spain, etc.  
 
Wealth Tax: regional 
Resident individuals pay wealth tax on their worldwide assets at the end of each 
year. Non-residents are taxable on property situated in Spain. However, tax 
treaties may affect the application of this rule. The wealth tax applies only to 
assets with a value above 170,000€. The tax rate starts at 0.2% and rises to 
2.5% for estates with a value above 10,700,000€.  
 
Inheritance and Gift Tax: regional  
This tax applies to the beneficiaries of the inheritance or gift. The tax is on 
assets received with a value over 8000€. Even if the beneficiaries are not 
residents of Spain, they must pay this tax when the assets or rights are located 
in Spain. The tax rate starts at 7.65% and rises to 34% for assets with a value 
above 815,000€. If the beneficiary is a child (under age 18) of the deceased, 
then the tax rate on the assets is reduced to 5%.  
 
VAT Tax (IVA): national  
The standard rate is 16%. Essentials (food, water, medicine) have a reduced 
rate of 7%. If you're a tourist, you can get a refund of this tax at a booth in the 
airport before you leave Spain by showing your receipts for over 90€ (including 
IVA). The 90€ doesn't have to refer to a single item but it does have to be on a 
single receipt.  
 
Transfer Tax and Stamp Duty : regional   
This tax is for certain real estate and commercial transactions. It is paid by the 
purchaser or the beneficiary of the transaction. The rate starts at 0.5% (for 
commercial activities) and rises to 6% (for real estate transactions).  
 
Property Tax (IBI): local  
Each year, the municipality issues a property tax payment slip for all properties. 
The tax is usually between .5% and 1.1% of the cadastral value (valor catastral) 
of your property, which is roughly 20 times lower than the market value. 
 
Municipal Tax: local   
This varies depending on where you live. Usually assessed per house or 
building. Sometimes the tax is combined with water consumption.  
 
Motor Vehicle Tax: local  
This tax is based on the age and the power of the vehicle. The larger the city is, 
the higher the tax. For an average car, it is about 60€ a year.  
 



  

MGI is a worldwide association of independent auditing, accounting and consulting firms.   Each 
member firm undertakes no responsibility for the activities, work, opinions or service of the other 

member firms. 
 

05/10/2005 14 

 

 

Can I save on taxes by creating a company?  
In some cases, yes.  
 
Example: Stan is a resident of Spain and earns a 100,000 salary from outside 
Spain. He has two choices:  

Pay personal income tax in Spain (if he's paying income tax elsewhere then this 
can be reduced). Stan is in the 42% income bracket, so he will pay 42,000 
euros.  

Establish an SL, and the SL pays him. Stan's company pays a corporate tax of 
30% (after the first three years, this rises to 35%). However, corporate tax 
deductions are extensive in Spain. Stan deducts housing, car, and food for 
50,000 euros. 30% of the remaining 50,000 euros is 15,000 euros, so the 
savings are well worth the costs of SL creation and accounting. With an SL, 
there are more options: money that Stan doesn't plan to spend in the near 
future can be put in the company reserves, making it non-taxable.  

How do I determine if I'm a non-resident for tax purposes?  
Assuming you don't have Spanish citizenship, you're a resident if either:  

You're physically present in Spain for more than 183 days (including sporadic 
absences).  

The main base of your professional activities or economic interests is in Spain.  

If I'm non-resident and have earnings in Spain, should I file taxes in 
Spain?  
In this situation, it's usually better to file taxes in Spain. Assuming there is a 
double taxation treaty between Spain and your country of residence, you can 
then choose in which country you want to declare these earnings. In most 
cases, your earnings won't be taxable in Spain because you are non-resident.  
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7. THE SOCIAL SECURITY 
 
The Social Security comes guaranteed, in Spain, by the article 41 of the Spanish 
Constitution of 1978 that says “The public power will support a public diet of 
Social Security for all the citizens that guarantees the assistance and social 
sufficient services before situations of need, especially in case of unemployment. 
The assistance and comp lementary services will be free”. 
 
The purpose of the social security is guaranteeing the persons understood in his 
field of application the protection adapted opposite to the risks and in the 
situations that the law contemplates. The field of application, to effects of the 
contributory form, the Spanish who reside in Spain and the foreigners who 
reside or are legally in Spain, whenever, in both assumptions, they exert their 
activity in national territory: Workpeople for foreign account. Workpeople for 
proper account or autonomous. Hard-working associates of the co-operatives of 
Associate Work. Students. Officials. To effects of not contributory form, there 
will be understood the Spanish who reside in Spain 
 
Structure of the System of social Security  
The Spanish System of Social Security is integrated by the following diets: 
General diet, more widely applied and supplementary of the others.  Special 
diets for certain professional activities for his nature, his peculiar conditions of 
time and place or for the nature of his productive processes:  
Fisherman 

Self employed or Freelance 

Officials 

House keeping/cleaning 

Students 

Protective action  
The protective action of the social security will understand:  
 
The sanitary assistance, in the cases of maternity, common or professional 
illness and of accidents, be or not of work  
 
Professional recovery in previous cases 
Economic services in the situations of:  
 Temporary incapability 
 Maternity 
 Death and survival 
 In his contributory or not contributory forms  
 Invalidity  
 Retirement  
 Unemployment 
 
The services of social services on the subject of re-education and rehabilitation 
of disabled persons and assistance to the third age. 
 
Equally, like I complement of the previous ones, the benefits of the social 
assistance. 
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8. TYPES OF MERCANTILE SOCIETIES 

The Spanish legislation foresees diverse forms of mercantile societies of which 
the foreign investors can make use.  

Of these, the most important are the following ones: 

“Corporation”, “S.A” in brief forms.  

“Society of limited responsibility”, “S.L” or “S.R.L” in brief form.  

"Limited new Society Company", "S.L.N.E." in brief forms.  

"Regular collective society", "S.R.C" or " S.C” in brief forms. 

“Society in silent partnership”, “S. in Com.” or “S. Com.”, in brief form, or 
“Society in silent partnership for actions”, “S. Com. for A.” in brief forms.  

The mentioned forms that a mercantile society can adopt are related in order of 
bigger than minor frequency of use.  

Traditionally, the corporation ("S.A.") the most used form has been with 
difference, whereas the society in silent partnership scarcely is used. 

Nevertheless, the society of limited responsibility ("S.L. ") it has been gaining 
popularity as consequence, between other reasons, of his wide regulation under 
protection of the Law 2/1995 and of needing a minimal capital lower than the 
demanded one for the corporations. The limited new society company 
("S.L.N.E.") it is a speciality, of recent creation, of the society of limited 
responsibility, who simplifies the requisites for his constitution. 

The following is a summary of the principal characteristics of each of the 
societies previously mentioned. It is necessary to point out that, in many 
instances, the law only establishes minimal criteria or general norms. The 
founders of a society enjoy big flexibility at the time of designing his structure, 
so that this one fits to his specific needs, by means of the inclusion of certain 
clauses on having written the social corresponding articles of association, for 
which they will have to obtain the opportune juridical advice. 

Responsibility of shareholders and associates  
As the S.A. and the S.L. are capital societies in whom the responsibility of the 
shareholders and associates is generally limited to the number of the capital 
contributed by each of them. Technically, the capital of a S.A. is divided in 
actions, whereas the capital of a S.L. is divided in shares. 
 
Clearly, the general norm is that of the limited responsibility; nevertheless, in 
exceptional circumstances, responsibility can be demanded the shareholders 
and the associates to protect the interests of third. 
 
In a regular collective society (S.R.C.) the responsibility is not limited. The 
collective associates answer personnel and united, with the totality of his 



  

MGI is a worldwide association of independent auditing, accounting and consulting firms.   Each 
member firm undertakes no responsibility for the activities, work, opinions or service of the other 

member firms. 
 

05/10/2005 17 

 

 

patrimony, of the debts of the society. A society in silent partnership (S. Com.) 
it is that one in that as minimum there are a collective associate and one or 
more associates silent partners. 
 
The collective associates answer personnel and united, with the totality of his 
patrimony, of the debts of the society. The associates’ silent partners are only 
responsible for the capital quantity that they have contributed or have promised 
to contribute the society. The capital of the societies in silent partnership can be 
divided in shares or in actions. 
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9. TOURISM IN SPAIN 
 
Spain is the second most-visited tourism destination in the World after France. 
They welcome 52 million tourists per year, according to the World Tourism 
Organization. 
 
Tourism in Spain includes the two largest cities of Madrid and Barcelona, and 
some other very interesting places include Cordoba, Sevilla, Granada (cultural 
places) and Málaga, Huelva, Cadiz, Almeria  (beaches) in Andalusia. Santiago de 
Compostela, Salamanca, Toledo, Segovia are beautiful places in the rest of the 
country. Important tourist places (with incredible beaches) are Salou, Benidorm, 
Majorca, Ibiza (Balearic islands), Canary Islands, Valencia, Catalonia  and The 
Cantabrico (north of Spain). 
 
Spain's national airline is Iberia (or Iberia Airlines), but the country can also be 
flown into on many international passenger and charter airlines, both of which 
fly to many tourist spots in the region. There are good trains, for example AVE 
(Spanish high velocity) or Talgo. There are good freeways to the most important 
cities. 
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10. FOREIGN RELATIONS OF SPAIN 
 
After the return of democracy following the death of General Franco in 1975, 
Spain's foreign policy priorities were to break out of the diplomatic isolation of 
the Franco years and expand diplomatic relations, enter the European 
Community, and define security relations with the West. 
 
As a member of NATO since 1982, Spain has established itself as a major 
participant in multilateral international security activities. Spain's EU 
membership represents an important part of its foreign policy. Even on many 
international issues beyond Western Europe, Spain prefers to coordinate its 
efforts with its EU partners through the European political cooperation 
mechanism. 
 
With the normalization of diplomatic relations with Israel and Albania in 1986, 
Spain virtually completed the process of universalizing its diplomatic relations. 
The only country with which it now does not have diplomatic relations is North 
Korea. 
 
Spain has maintained its special identification with Latin America. Its policy 
emphasizes the concept of Hispanidad, a mixture of linguistic, religious, ethnic, 
cultural, and historical ties binding Spanish-speaking America to Spain. Spain 
has been an effective example of transition from authoritarianism to democracy, 
as shown in the many trips that Spain's King and Prime Ministers have made to 
the region. Spain maintains economic and technical cooperation programs and 
cultural exchanges with Latin America, both bilaterally and within the EU. 
 
Spain also continues to focus attention on North Africa, especially on Morocco. 
This concern is dictated by geographic proximity and long historical contacts, as 
well as by the two Spanish enclave cities of Ceuta and Melilla  on the northern 
coast of Africa. While Spain's departure from its former colony of Western 
Sahara ended direct Spanish participation in Morocco, it maintains an interest in 
the peaceful resolution of the conflict brought about there by decolonization. 
These issues were highlighted by a crisis in 2002, when Spanish forces evicted a 
small contingent of Moroccans from a tiny islet off Morocco's coast following that 
nation's attempt to assert sovereignty over the Spanish island. 
 
Meanwhile, Spain has gradually begun to broaden its contacts with Sub-Saharan 
Africa. It has a particular interest in its former colony of Equatorial Guinea, 
where it maintains a large aid program. 
 
In its relations with the Arab world, Spain frequently supports Arab positions on 
Middle East issues. The Arab countries are a priority interest for Spain because 
of oil and gas imports and because several Arab nations have substantial 
investments in Spain. 

Spain has been successful in managing its relations with its two European 
neighbours, France and Portugal. The accession of Spain and Portugal to the EU 
has helped ease some of their periodic trade frictions by putting these into an 
EU context. Franco-Spanish bilateral cooperation is enhanced by joint action 
against Basque ETA terrorism. Ties with the United Kingdom are generally good, 
although the question of Gibraltar remains a sensitive issue. 
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Bilateral relations 
With France: Spain has very good relations with France. Especially since Spring 
2004, when Zapatero was elected president of Spain. One of his objectives is 
the good relations with the European friends. The police of Spain and France are 
cooperating now for the end of ETA. 

With Germany: Spain has very good relations with Germany, especially since 
spring of 2004, when Zapatero was elected Spanish prime minister. Schröder 
and Zapatero are good friends. 

With the United States: Spain had a very good relations with the USA with 
the Aznar's government, but now, with the Zapatero's government are worse, 
because Spain return to home and leave Iraq. Some Spanish are very happy for 
this, and they prefer have better relation with the European Union members 
that the USA.  


