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This is the first conference to be held according to the 

"Protocol of Cooperation in Legislative Sciences" signed 

between the Italian Cooperation - Italian Embassy in Cairo, 

and the Faculty of Law- Alexandria University, where many 

other activities will be financed by the Protocol. 

The choice of "The Economic Integration" to be the 

subject of this conference is not arbitrary. The success of the 

European economic integration is widely acknowledged, while 

the experience of the arab integration process has shown that 

there are significant challenges to be overcome. The Euro

Arab cooperation raises many issues that need to be 

reevaluated in this highly competitive and turbulent global 

economy. Hence this conference is structured to explore some 

of these issues from the institutional, legal, economic, and 

political aspects. 
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After the Second World War, international economic integration has successfully emerged within 

the non-communist world as a strong and diffuse trend steered by the International Economic 

Organisations, namely the International Monetary Fund, the Bank for International Reconstruction 

and Development (which later on became the present World Bank), and the tiny but important 

Secretariat of the General Agreement on Tariffs and Trade (GATT) in Geneva. In the following 

decades, this process of integration has been implemented most essentially in two fields: (a) the 

liberalisation of trade relations, international direct investments and technology transfers; (b) the 

integration of financial markets. Integration in these varying dimensions reflects different levels of 

intensity and geographical diffusion. While financial integration is extremely intense and diffuse, 

commercial integration is somewhat less important and unevenly distributed geographically (very 

intense in some areas and extremely modest in other areas). International direct investments and 

technology transfers are very diffuse among industrialised countries and much less so towards 

undeveloped areas. Still, there is no doubt, especially after the demise of Communism and the 

disintegration of the Soviet Union, that integrative tendencies in the international economy have 

increased and enlarged to a tremendous extent and that "globalism" is a dominating trends in 

today's international economic relations. 

It should be noted that globalism is not only extending its reach by gradually including areas and 

countries previously belonging to the realm of command and state economy. Globalism is also a 

process of intensification of economic relations thanks to the extension of liberalisation to new 

fields, like services and intellectual properties (in tune with the de-materialisation of advanced 

economies). 

In the years after the Second World War as well as during the Cold War era, trends towards 

economic internationalisation were not linear in their character, nor so are trends related to today's 

globalisation. The general rule of thumb since the GATT's inception, i.e. the Most Favoured Nation 

clause, has - so to speak - suffered important "regional" exceptions. In fact, in the GATT regime, 

international economic integration is provided by the interplay of a broad and uniform processes of 

liberalisation, on one hand, and particular preferential regimes geographically limited, like the 

regime of preferences for the less developed countries and, more significantly, free trade areas and 

common markets. Appropriate preferential regimes have been included in the GATT as legitimate 

and helpful processes of liberalisation, complementary to the general process. This two tracks 

process is going on even today: the advent of globalism being accompanied by the advent of so 

called "open regionalism". 
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The economic rationale for this two-tracks process is the argument that preferential regional regimes 

bring about effects of trade creation that are more important than those of trade diversion. For this 

reason, a particular and local discrimination may be regarded as conducive to an increase in global 

liberalisation. This argument has been contested on many grounds from the point of view of theory. 

Nevertheless, it remains a cornerstone of the process of economic international integration started 

after the end of the Second World War within the GATT and pursued today within the World Trade 

Organisation (WTO). 

One important reason for adopting the "regional exception", despite it may be controversial among 

economists, is that economic regional integration must be considered as a strategic factor in 

bringing about and solidifying political alliances and coalitions. Without going into a historical 

overview, the post-Second World War experience shows in a fairly clear way that successful 

processes of economic regional integration or co-operation have strongly backed up the existence of 

successful political alliances or coalitions, be they the looser EFTA or the more intimate North 

Atlantic and Western European brands of integration. 

One can assume that regional trends of integration and co-operation are fundamentally sustained by 

political factors. Hardly can nations accept to integrate significantly their economic relations, unless 

they have some special political motive to do so. 

The topic of this paper concerns the political context of the economic integration and co-operation 

processes going on today in Western Europe and the Arab World/Middle East as well between 

them. The broad topic of the paper is thus whether the political processes presently backing up 

ongoing or planned agendas for regional economic integration can sustain these very agendas (or to 

what extent). In other words, the question is whether ongoing agendas for regional economic 

integration are politically sustainable. 

The global context 

In his book on the post-Cold War's geopolitics, Zbignew Brzezinski1 points out that, despite the 

fundamental changes that took place in the last decade of the 20th century, the central challenge of 

world politics to the US remains Eurasia. He says that the US can retain its world power only 

contingent to its ability to dominate the Eurasian balance of power and prevent Eurasian powers 

from establishing coalitions against the US. In order to control the Eurasian balance of power, the 

United States must control the three key-areas in which, in fact, they have already established their 

1 The Great Chessboard, Basic Books, New York, 1997. 
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principal alliances: Western Europe, the Middle East (i.e. the Levant plus the Gulf) and a set of 

countries in the Far East, like Japan and South Korea. 

In this perspective, the United States, as the sole world superpower left, is interested in promoting 

political cohesion and economic growth in these three individual areas and making them mutually 

supportive. Exceptions to global rules (in the shape of preferential regional economic links) may 

well be allowed if they help strengthening the global geopolitical posture of the US and its regional 

alliances. 

It must be stressed that this has been the constant policy of the US with respect to Western 

European integration. For sure, European integration may have not been without costs to the US, 

but there is no doubt that the latter have been outweighed by strategic and political benefits. On the 

other hand, these costs must have not been that high, because the relations between the 

Industrialised allies (the G-Seven) have always been framed by a strong institutional networks in 

which they have been able to negotiate and eventually mitigate such costs, even by making linkages 

between political and economic issues. 

In principle, the same policy has been envisaged and, whenever possible, carried out towards the 

Middle East. In this area, however, regional conflict and international (even inter-Arab) tensions and 

differences have prevented the same policy from being conducted and sometime even proposed. A 

significant change was introduced by the beginning of the Middle East Peace Process, when the 

outlook for a conflictless region made it possible to initiate the Peace-Process-related multilateral 

track of negotiations; to set up the Regional Economic Development Working Group; and to start 

the process of the MEN A Economic Summits, in the perspective of what Shim on Peres had called 

the "New Middle East". Because of the standstill the Middle East Peace Process is suffering, this 

perspective is presently on hold, to say the least. Nevertheless, there is no doubt that the coherence 

of the global political setting which prevails today would require a more cohesive regional standing 

and that the US as well as the EU keep on being interested in pursuing regional integration. 

In fact, the European Union has partly taken up the aim of fostering Southern regional integration by 

putting forward the Euro-Mediterranean Partnership (EMP). The latter, however, is not coinciding 

but only overlapping with the US geopolitical agenda in the south-western approaches of Eurasia. 

First, the EMP is not related to the Middle East but to Mediterranean, an area which from a strategic 

point of view doesn't make much sense for the Middle Eastern countries and the US (nor - this 

author is guessing - for the EU). Second, there are differences between the EU and the US agendas 

with respect to Middle Eastern and Mediterranean issues .. 
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To sum up this brief analysis, it must be pointed out that the global political framework, as 

dominated as it is by the US and its alliances, is favourable and conducive to exceptions to global 

economic trends in the form of regional economic integration. For sure, regional economic 

integration must comply with the rules and expectations of "open" regionalism and cannot amount 

to no-return discrimination. If it complies, regionalism is regarded as complementary to global 

trends. Despite this large consistency between global and regional realms, however, the specific 

trends of regional co-operation and integration suffer many difficulties and contradictions in the 

European and Mediterranean areas as well as in their mutual relations which deserve attention and 

concern. 

Regional processes of integration around the Mediterranean 

The most relevant processes of regional integration presently at work around the Mediterranean 

basin are three: (a) the process of European integration which, further to its chances to be deepened, 

is certainly characterised by its enlargement to the countries of Central-eastern Europe; (b) the 

attempts and the different projects of co-operation and integration on the Southern and Eastern 

shores of the Mediterranean basin; (c) the process initiated by the Euro-Mediterranean Partnership 

between the member states of the EU and twelve Arab and non-Arab countries lying on the 

Mediterranean sea shores. What is the political dynamics started by these three processes in their 

respective interplay? 

The process geared to furthering European integration has been designed by a document called 

"2000 Agenda", This document envisages a set of policies and negotiations with respect to three 

aims: (i) the deepening of the European integration, especially in the fields of foreign and defence 

policy and the freedom of movement inside the European space (and its important political and 

institutional implications in relation to immigration, political asylum, citizenship etc.); (ii) the 

enlargement of the European Union, primarily to a set of central-eastern European countries and 

then to some countries in the Balkans; (iii) the adjustment required as a consequence of the 

enlargement to about thirty countries in the political institutions and the basic economic frame of 

the Union. 

The outlook for this process are good, in the sense that there is no doubt that the area of European 

integration will be enlarged and reinforced. This will remain true even if the Agenda will not be 

implemented fully. The weakest perspective of implementation concerns the strengthening of the 

Common Foreign and Security Policy , that can hardly become stronger than the weak CFSP 

currently being implemented in application of the Amsterdam Treaty. Despite this and other 
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limitations, the results of the process will be impressive, at least in economic terms. lt must also be 

stressed that the enlargement of the European integrated area is part of a wider trans-Atlantic 

process of integration, for many countries involved in the European enlargement are also involved 

in NATO enlargement and in the Partnership for Peace created by the Atlantic Alliance to help 

solidifying the Alliance's links at the western extreme of Eurasia. To conclude on this point, it must 

be pointed out that, in the end, the US and the EU may well manage to combine the cohesion of the 

Alliance with the emergence of the so-called European Security and Defence Identity within the 

Alliance. In this case, the result will be a stronger and considerably compact Euro-Atlantic area of 

integration. 

These European developments are confirming the Eastern bias of the European Union after the end 

of the Cold War. There is no doubt that the EU, within or without the wider framework of the 

Atlantic Alliance, is concentrating its political destiny on the reinforcement and enlargement of 

Europe itself and becoming somehow narcissistic and inward-looking. 

This trend is not completely and satisfactorily consistent with the requirements of the global setting 

the US and the constellation of US-led alliances are pursuing. The geopolitics so well described by 

Brzezinski demands for the reinforcement of the Gulf area, and the Gulf area cannot in turn be 

reinforced unless it is backed by a stronger a viable Levant. Despite differences between the US and 

Europe, there is a fundamental agreement on the necessity to strengthen the Middle East/Gulf area 

by making it more economically viable and politically stable (disagreements are about ways and 

means to do it; not about goals). But to that purpose the EU must grow less isolanist. 

The Euro-Mediterranean Partnership was born at the end of 1995 to balance the exceedingly eastern 

orientation of the European Union. How did it work? 

The Euro-Mediterranean Partnership 

In its three years of existence, the Euro-Mediterranean Partnership has duly progressed in 

implementing its agenda of economic co-operation. Less so in fleshing out the various aspects of the 

security co-operation envisaged by the first and third chapter of the Barcelona Declaration, that is, 

"hard" and "soft" security, respectively2 

The balance sheet, after the second ministerial meeting in Malta (15-16 April 1997) and the ad hoc 

ministerial meeting in Palermo ( 4-5 June 1998) is somehow disappointing. Co-operation in the field 

2 Hard security includes co-operation in a number of political, military and military-related fields aimed at preventing ~onflict, establishing confidence-building measures (CBMs), 

limiting and control\ittg conventional annamc:ms as well as weapons of mass destruction (WMD) and inhumane: weapons. Soft security refers to co-operation in the struggle against 

terrorism. international organised crime. dmg trafficking and illegal migration 
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of soft security has not seen any significant progress. As for hard security, only few CBMs have 

been approved. At the Palermo meeting, the Presidency's concluding remarks pointed out the 

parties' intention to pursue talks on the Charter, the instrument that is meant to regulate security 

relations, but no significant change in the South's negative or reluctant attitudes to the approval of 

such an instrument seems in sight. 

Apparently, the factor that hinders progress m the EMP's "area of peace and stability" is the 

standstill in the Middle East Peace Process. The connection was very clear and obvious at the time 

of the Malta ministerial meeting. Though there can be no doubt that a success in the MEPP would 

allow the EMP to proceed towards a more or less significant implementation of its "area of peace 

and stability", it must be pointed out that the Middle East Peace Process standstill is but a proximate 

cause of EMP difficulties, notably in relation to "hard security" co-operation. In fact, there are 

structural causes hindering EMP's implementation above and beyond the fact that a final resolution 

of the conflict in the Middle East still is slow in coming. 

The EMP's ambition to establish an "area of peace and stability" based on co-operation is exposed 

to a number of challenges of a strategic as well as of a political and institutional character. From a 

strategic point of view, the "Mediterranean" area is fragmented into a number of diverse disputes 

and conflicts which are only loosely or not at all linked to one another. On the other hand, it does 

not make sense to talk about a "Mediterranean" Islamism or a "Mediterranean" arms proliferation. 

Furthermore, South-South threats come from a range of countries that lie beyond the area 

contemplated by the EMP (e.g. threats from Iran and Iraq). With respect to this fragmented reality, 

the multilateral co-operative security scheme put forward by the EMP may look incongruous. 

From a political perspective, it must be pointed out that the Arab countries see the EMP primarily as 

an instrument for upgrading their political and, above all, economic relations with the European 

Union. They do not conceive of it as a tool for solving the most important outstanding disputes in 

the area, such as the Arab-Israeli conflict or the Western Sahara issue. This limitation is embedded 

in the Barcelona Declaration, which states that the EMP as a security initiative "is not intended to 

replace the other activities or initiatives undertaken in the interest of the peace" in the area. 

Finally, there are institutional challenges to EMP's congruity with Mediterranean security: do EMP 

institutions fit with its security agenda? The first such challenge concerns the EU-centric character 

of EMP. The EMP has not been endowed with its own secretariat; it is the Commission that acts as 

the de facto secretariat of the EMP. Besides, the Senior Officials' Committee is chaired by the six

month revolving EU presidency. Such arrangements exacerbate the southern partners' sense of 
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estrangement from EMP by confirming that it is less attuned to their security needs than to those of 

the EU. 

Another crucial institutional challenge concerns the EU institutional capacities themselves, rather 

than EMP. The EU is not regarded by its southern Mediterranean partners as a credible political and 

military power. It is perceived mostly as a "civilian power", with no inclination and means to get 

involved in "hard" security policies in the area. The southern partners are fully aware of the 

weaknesses of the CFSP as well as of the weaknesses and ambiguities of the role of the Western 

European Union (WEU) as the EU's military arm. Political power still resides in the European 

national capitals; as for military power, it is shared by the European capitals, the United States and 

NATO. 

In conclusion, EMP' s difficulties may be ascribed less to its broad goals of co-operation than to the 

European insistence on developing a security partnership inside the EMP which objective 

circumstances cannot allow. There are indications that the EMP is going to adopt a less security

and more developmental orientation, like the positive attitude of the Partners to enlarge the EMP to 

the Balkan countries lying on the Adriatic. This move, by diluting the Euro-Middle Eastern 

character of today's EMP, would bring about a more workable format. If European insistence on 

security will be dropped at next Ministerial EMP' s Council in Stuttgart (April 1999), the 

Partnership will thus have an opportunity to work. This would ease regional economic co-operation 

across the Mediterranean Sea and reinforce the global trends at work. 

Would a more effective Euro-Mediterranean Partnership be consistent with political and economic 

processes at work on the Southern and Eastern sides of the Mediterranean 7 

Integration and fragmentation in the Middle East and North Africa 

Trends of integration in the Middle East and North Africa are rather weak, both politically and 

economically. Still, the issue is presently tabled in many quarters and lively debated. What political 

pulling force may foster more integration in these areas? Three scenarios have been set out in recent 

times: economic integration and co-operation (i) driven by pan-Arabism; (ii) pursued within the 

framework of what has been called "New-Middle-Easternism"; (iii) or supported by 

"Mediterraneanism", i.e. the Euro-Mediterranean Partnership3 

3 See Mohammed El-Sayed Selim,Mediterraneanism: A New Dimension in Egypt's Foreign Policy, Al-Ahram Centre 
for Political andStrategic Studies, Strategic Papers No 27, March 1995, Cairo; Saad Eddin lbrahim, "Future Visions of 
the Arab Middle East", Security Dialogue, Vol. 27, No. 4, December 1996, pp. 425-436. 

8 



First of all, it must be pointed out that Mediterraneanism is not an alternative to pan-Arabism or 

New Middle-Easternism. In principle, it can cohabit with both of them. In fact, one can aptly argue 

that the EMP, by including both Arab countries and Israel, has superseded the Euro-Arab Dialogue 

scenario, in which the Europeans seemed to envisage separated approaches to the Arab World, on 

one hand (De Gaulle's "politique arabe"), and to Israel, on the other hand. There is no doubt that the 

EU and a number of European countries proved annoyed by the MENA Economic Summits process 

(which can be considered as the implementation of the "New Middle East" ideology). But this was 

due mostly to European fears about the likelihood of a competition between the MENA process and 

the incipient Barcelona process. It was not due to a EU perception that the two processes were 

mutually opposed. 

With the standstill m the Middle East Peace Process, more and more most Arab countries are 

rejecting "New-Middle -Easternism" and supporting inter-Arab economic integration predicated on 

pan-Arabism or whichever "Arab-first" option. In fact, one can distinguish between two different 

attitudes: one is sharply against co-operation with Israel; another recognises the strong limits (that 

have been pointed out even by the international economic community4
) but is arguing in favour of a 

fair and expedient policy of "proximity". The political evolution, after the Netanyahu government 

has been sworn in, is making even a policy of "proximity" (e.g. some common infrastructure) 

impossible. However, no progress seems in sight on the pan-Arab or Arab side either. The Arab 

Maghreb Union (which was the heir of a Comite Consultatif du Maghreb, disrupted by the 

Algerians' decision to go their way at the end of the sixties) is in a sort of recess due to the political 

crisis in Algeria and to the international isolation imposed on Libya. The Damascus Pact has not 

worked the way it was supposed to. The Arab League has never been provided by its members with 

a modicum of independence and cannot be the political driver of Arab integration. 

The EMP cannot be a substitute for Arab or New Middle Eastern political will. In the middle-long 

term, it can help gradually modifying the political landscape. Most of all, it can influence economic 

co-operation and integration in a positive way. A greater degree of economic integration might in 

turn help political cohesion to emerge. In the shorter teiTil, however, the EMP" is an important 

political factor for it secures across the Mediterranean a strong link between the Middle East, North 

Africa and the important integration trend at work in Europe and in the trans-Atlantic circle. By 

securing this link it prevents the Middle East and North Africa from being marginalised with respect 

to global political and economic tendencies. 

4 Stanley Fischer, Dani Rodrick, Elias Tuma {eds.), The Economics of Middle East Peace. Views from the Region, London 
& Cambridge (Ma): MIT Press, 1993. 
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Conclusions 

The global political context, despite limitations, is conducive to regional economic integration in the 

European and Mediterranean!Middle Eastern areas, for such integration is consistent with the global 

geopolitical project pursued by the constellation of alliances between the US and varying regional 

powers in Europe and the Middle East/Gulf. 

Local political conditions vary considerably, however. The European context is developing apt 

conditions for an enlarged and strengthened integration, within the Eropean as well within the 

Atlantic framework, by including Central-eastern European countries. 

This European trend towards Central-eastern Europe and a broad focus on Europe itself can be 

compensated by the reinforcement of the Euro-Mediterranean Partnership. The latter, however, has 

been misdirected by the European Partners by attempting tot attain a security partnership that seems 

not ripe in the present political context. The resetting of the EMP towards its broad co-operative 

aims in the social, economic and cultural fields might put te Partnership again on track and provide 

the Euro-Mediterranean regions with positive political stimuli towards regional economic 

integration. 

In North Africa and the Middle East -comprising the Gulf - trends towards political cohesion are 

very weak and, as a consequence, trends towards economic integration are weak as well. The 

alternative between Arab integration and New Middle Easternism is not really there. Even if peace 

will be established in the region, there will be no integration between Arab countries and Israel. 

Though, a reasonable neighbourhood should become possible and act as a developmental catalyzer. 

Meanwhile, the development of Mediterraneanism cannot ~eplace regional integration in the Arab 

World. It can, however, be helpful. 
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EUROPE AS AN AREA OF CO-OPERATION AND SECURITY 
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The only paneuropean organization currently present on 

the Continent is the Organization for European Security 

and Co-operation(Osce). Osce ha two main features: 

is an organization grouping not only European States but 

alaa Canada and .. the United Stat..e:s,. on one hand, and the 

Central Asia Republics, on the other (they have been 

considered European since are successors of the Soviet 

Union, a founding member of the former CSCE) ; 

is a security organization based on cooperative security 

The economic dimension is part of the OSCE architecture, 

but. has. nevez:. b.e.c.ome. a Charactez:is.tic of that 

organization. 

OSCE has an human dimension and this qualification is 

relevant for the economic integration of the Continent. 

For instance the tree movement of the persons is linked 

to the economic integration as well as the right of 

migrant workers that since long. time have become part of 

OSCE human dimension. 

W.ESTERN EUROPE AS AN INTEGRATED AREA 

EU is not the only organization in Western Europe. This 

par.t. of. the. European eontl.neni:.. :i..s. Mlit~rM around a 
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number of insticutions which 

similar and difrerent tasks. 

have at the same time 

This raises problems of 

cooiOdination. The similarity of functions 

strengthen complementarity and division of 

Institutions shOUld interlock and not interblock. 

should 

labor. 

A quick perusal shows that, in addition to EU, the 

following organizations concur in integrating Western 

Europe: 

- council of Europe 

- Weo 

- Nato 

- Efta (European tree trade association) . 

The importance of the latter organization is decreasing, 

since most of its members become part of EU. Currently, 

only Iceland, Liechtenstein, Norway and Switzerland are 

Bfta members. EU and Efta concluded, in 1992, a treaty to 

set up the EBA (European economic space). However, 

Switzerland is not part of the EEA, since it was 

repudiated by a referendum. 

Efta is the only economic organization belonging to the 

above mentioned category (leaving aside the Paris based 

OECD). However, the organization, here listed, influence 

EU or are influenced by EU. 

The Council of Burope and it.s Convention on I!uman Rights 

is responsible for the development o basic rights within 

EU. Wea i.s linlted. to EU, in the. sense that it should 

become part of ~ process aimed at giving EU a defence and 

security policy. 
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It is worth noting that all Lhe organizations here 

mentioned, but Efta, are •going East", since after the 

end of cold war they are open to membership of countries 

once belonging to the soviet union sphere of influence. 

THE PROCESS OF EUROPEAN INTEGRATION 

Nowadays, EU is facing two challenges: enlargement and 

deepening. 

Enlargement is possible, since EU is an open organization 

{with qualification) . A final clause in the treaties 

establishing European communities and after in the Treaty 

establishing EU sets out thaL every European State can 

become a member. The procedure for becoming member is 

complex and a number of phases should be exerted. 

including the ratification of t:he treaty of adhesion by 

member States. 

Deepening requires a formal modification of constituent 

treaties. However, more simple and less time consuming 

procedures could be activaeed, such as that covered by 

Article 235 of the EC. 

THE TREE PILLARS OF THE EUROPEAN UNION 

At its origin, EC was mainly an economic community. After 

the entry into force of tb.e 1992 Maastricht Treaty, EC 

has become part of a political process aiming at unifying 

Europe and transforming it in a body close to a federal 

State. The current structure of the EU is made of three 

Pillars: 



European Community 

common security and defence policy 

JuBtice and home affairs 
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From an institutional point of view, EU encompasses three 

communities (structures) : the European Coal and steel 

community, the European Economic Community and the 

European Energy Community (Euratom) . This institutional 

c~lexity does not hely. the la~er. Suffice to say that 

the economic integration rotates around the European 

Economic Community, which has been named European 

Community after the Maastricht Treaty. 

THE EUROPEAN COMMONITY AS AN INTEGRATIID ECONOMIC AREA 

EC is not a simple free trade area. On the contrary, it 

is a space governed by a complex of institutions, endowed 

with the power to enact legislative acts. Moreover, EC is 

governed by. a number of P.rinciples and rules enshrined in 

the constitutive treaties. 

The EC, as an inte~ated economic area, is based on the 

j,nternal market. ThiS is derined by Lhe Single European 

Act, later transposed in the Maastricht Treaty, as an 

area without internal frontiers, where the free movement 

of goods, persons,. services and capitals is ensured. The 

provision adds a caveat, in the sense that the movement 

is ensured according the Erovisions of the Treaty (Single 

European Act and after the Maastricht Treaty) . 

The transition from the common market (the original 

notion of . the. constitutive. tr.eaties.l to that of the 
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internal market has required a number of legislative 

acts, mainly directives, in order t:o elimini.ite barriers 

and obstacles to f:ree movement. 

The functioning of the internal market is strengthened by 

a number of basic principles which constitute the 

fundamental of the BC economic policy. I will indicate 

three of them: 

non discrtmination 

EC prohibits any discrimination based on nationality. For 

instance, as far as goods are concerned, contingents and 

~antitative restrictions are forbidden (art. 30 ECl. 

ha:rmonjzption 

Free movement requires that 

similar in member countries. 

legislation are 

legislative provisions 

Radical disparities 

be 

in 

to exchanges. Hence 

harmonization is a prerequisite for the good functioning 

of t~ i.Jlt:..e=al. mark_et. 

mutual recognition 

Obstacles to free 1110vements of goods derive from 

technical barriers and legislation imposing rules on the 

quality of goods lfor instance. in Italy, pasta should be 

made with a particular qualit:y of wet) . According to the 

jurisprudence of t:he BC Court of Justice, goods are 

admitted to free movement if they are .made in conformity 

with the legislation o! the country of origin. The 

implementation of thiB principle renders less necessary 

the. enactment. 0~. dir~iY.ea fo~.harmonization. 

The principle of mutual recognit:ion h~s been applied also 

t.o a.er:vices.. and... inat.:Lt:ut1 ana.,. f.o,r. instance banks. Here, 
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however, a minimum or harmonization is required (for 

instance tor prudential~ aa far as banking law is 

concerned) . 

In addition to the above princiEles, I will indicate 

other tools ensuring the good runctioning of the internal 

market. 

the competition p9lic~ 

Internal market could not function without a real 

competition policy. Articles 85 and 86 of the EC Treaty 

are the foundation at: tnis policy.. which has been 

entrusted with the European Commission and is borne with 

the establishment of the EEC in 1958. 

the free circulatjon of judgments 

Litigation in civil and commercial matters requires a 

prompt solution of disputes and the enforcement of 

judgments in another country. The 1969 Brussels 

Convention allows a simplified term of exequatur and is 

one of the pillar of the European judicial space. 

market economy v. interventionism 

Lastly let us consider wnether market economy is a 

necessary ingredient of tlle internal market. As has been 

illustrated by J. Pelkmans, the EC Treaty does not 

exclude interventionism. Property rights still falls 

under the domestic j:urisdict:ion of t..he member countries 

and State aid is not excluded (art. 92 EC) . Moreover 

interventionism and subsidies in agriculture is a well 

known phenomenon. Privatisation, which is "convergent 

process in the EU" (I?elkmansl, seems more a policy matter 

than an abliqation. dic.tated by the. BC .. Treatv. 
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THE EU AS A COMMUNITY OF LAW 

The role of the Court of Justice of the European 

Community should, first of all, he pointed out. 

EU is a leg~l community. BU legislation is the product of 

a legislat.ive process and should he consistent with the 

constitutive treaties. In case of inconsistency, remedies 

are provided and illegal acts rendered void. The court of 

Justice of EC is entrusted with the task of administering 

legality. The Court jurisdiction may he triggered by EC 

institutions, member States, individuals and legal 

persons. National jurisdict.ion are entitled/obliged to 

defer a case before the Court of Justice in order to 

ensure the uniformity of application of EC law. 

In this connection the imglementation of EC law into the 

internal legal systems should also be considered. 

Legal order of member States are obliged to apply BC law. 

While regulations are binding in their entirety and 

directly applicable in all member States, directives are 

obligatory as to the result to be achieved, but national 

authorities are free to choice Llle form and met::hods to 

implement them. The third kind of obligatory acts, i.e. 

decisions, are binding in their encirety_ to whom they are 

addressed. 

Is EC law directly applicable? 

While regulations are directly applicable, member States 

are duty-bound to enact implementing_ legislation for 

directives. Usually a time frame of two years is given. 

arter the. el.apaa of. this ne:ci.ad+. a.. di.z:ective cannot be 
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deemed obligatory in a member State, unleos directly 

applicable, i.e. unless it contains self-executing 

provisions. In this case, individuals can enforce a 

directive before national tribunals and a preliminary 

ruling by the Court of JUstice might or should be asked 

in order to see Whether the directive is conferring 

subjective rights to individuals. The EC Court of Justice 

has stated, since. the. aft:aire F.rancovich .. (l.99ll, that a 

compensation should be paid to individuals damaged by the 

failure to enact legislative measure to implement a 

directive. 

The supremacy of the EC law is a settle rule. 

BC law, both treaty provisions and provisions enacted by 

BC sources ti.e. regulations,. directives and decisions), 

prevails over national law of member States. This 

principle has been restated many times by the court of 

Justice, which also has affirmed that national law, 

inconsistent with the EC law,. should be abrogated. 

THE EU AS AN AREA OF DEMOCRACY 

The EU legislative process is not purely 

intergovernmental. Once centered around the Commission 

and the Council (where member States are represented) , 

the legislative process is now characteri~ed by an 
;\ 

expansion of the powers given to the European Parliament. 

This body , which had only an advisory role, has acquired 

more powers and now share a eo-decision function with the 

Council. Also the budgetary powers of the EP have been 

i.n.Creased. Ev:en. thouqh the bal.ance. of. powers is leaninq 
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towards intergovernmental procedures, the role of EP, 

which is e~ected by direct universa~ suffrage, has 

dramatically increased since its foundation. 

Democracy within the EU is also ensured by other basic 

principles. 

It is to mention, first of all, the principle of 

"subsidiarity" ern):)odied in the Maaatricht Treaty. The EU 

should not become a modern Leviathan choking national 

autonomies. Hence, in the fields of its exclusive 

competence. intervention by EU ia related to those 

objectives which cannot; be sufficiently achieved by the 

member States acting_ alone and are better pursued by the 

Community. The principle of subsidiarity is coupled by 

that of "proportionalitY-.. ". As seated in the Maastricht 

Treaty, action by the Community sha~~ not go beyond what 

is necessary to. achieve the obiectives embodied in the 

Treaty. 

Democracy is also ensured by. the respect of the 

fundamental human right a, Article 1" of the Maaatricht 

Treaty states that "The Union is founded on the 

principles of liberty, democracy, reapect for human 

rights and fundamental freedom8 •· and the rule of law ... " . 

Respect for human rights is a condicio sine qua non for 

becoming member of the BU. 

THE EUROPEAN CENTRAL BANK ANP THE SINGLB CO'R.RENCY 

Economic integration has been prompted by the entry into 

force of the single European currency. Different 

currencies are an obstacle for the comp~ete realization 
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ot the internal market:. Single currency is governed by 

the ECB, which has been encrusted with regulatory powers 

both vis a vis member States and institutions and 

corporations. The National Central Banks have become 

executive branches ot a system highly centralized and 

independent. BCB enj.oys an independence similar to that 

of the German Bundesbank and i~s powers are not balanced 

by the EP or by member Scates. Its main objective, the 

stability of price, should boost intraEC trade. Stability 

of price means a clear stand agAinst inflationary 

policies. BC institutions have been endowed with powerful 

instruments to achieve this obj.ective,. such as the Pact 

ot grow and stability. 

THE. CURRENT !mATURE- OF. 'l'lla ElJ. LBGIST·i\.'nON 

The EC Treaty has been modified twice, in recent times, 

in order to pursue integration, establishing new 

policies, and ameliorating the decision-making process. 

The most outstanding. modification relate to the 

establishment of the single European currency, as far as 

the EC is concerned, and the policies embodied in the II 

and III Pillars of the EU. 

After the implementation of the Single European Act and 

the realization of the internal market, the quality and 

characteristics of the se legislation has changed. EC 

legislation is nowadays more aimed at abolishing existing 

obstacles and establishing a real market economy than ac 

creating new rules. This simplifies the task of national 

le.crisl.ator.. wha is ca.l.l..ed t.o abroq.a,t,e existincr rules 



rather than enacting new provisions. Abrogation or non

application of existing_ nC~.tional law, inconsistent with 

EC law, is a task which can be per!ormed by applying the 

principle ot the supremacy or the se law oYer national 

law. 

THE INSTITUTIONAL CONVRRGENCE AND THE COMPETITION BETWEBN 

LEGAL ORDERS 

Institutional 

principle of 

convergence should be ensured by the 

legislative harmonization. Harmonization, 

however, is not comp.lete and finds its limits both in the 

constitutive treaties and the economic and administrCltive 

atruct.ures. of .. member. States .. For. instance, taxation falls 

within domestic jurisdiction of member States, except VAT 

and excises since EC article 99 only relates to indirect 

taxation. Administrative structures vary from member 

State to member State and this prompt corpox-ations to 

find out the "better legal order" where to establish 

their headquarters. The phenomenon of competition between 

legal order is well known. It is still to be assessed 

whether this kind of compet:ition is beneficial for the 

internal market or, in the long run, is ex-eating 

distortions to it:s funct:ioning. 

THE ENLARGEMENT OF THE EU AND THE PROCESS OF THE TWO 

TRACK INTEGRATION 

Since its foundation, EU has known a p~ocess of 

progressive enlargement. Its 6 original members have 

become. 15.. Until the .. Maa.st ri cht "l:r.eat.v ,. enlarctement has 
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not been followed by a differentiation in rights and 

duties of member States, the transitory measures required 

by the adhesion apart. After Maastricht, the practice has 

been to permit derog.ations. The outstanding example is 

the single European currency. Denmark, UK and Sweden are 

out of the system, having chosen to stay apart . Greece 

has not yet the requisites required by the Treaty to join 

the single currency. Conse.quently, two track integration 

is a reality. 

This might prove necessary with a Community open to the 

adhesion of other countries and becoming a Community of 

more than 45 membe~s. However, two basic rules should be 

followed for not endangering the integration process. 

The first is related to the •acquis communautaire•. This 

should be preserved and embody both Treaty rules and 

secondary legislation. In this connection, pa~ticular 

attention should be given to the •acquis• related to the 

internal market. 

The second rule is connected with the possibility of 

having a two track integration. Member States able and 

willing to speedily achieve the objective of integration 

should not be blocked by those who cannot stand with the 

pace established by more virtuous members. Provisions on 

enhanced or closer cooperat.ion have been aet out by the 

Amsterdam Treaty <~.nd closer cooperation is now a tool 

which can be employed within the I and Ill Pillar, 

·----·• "'-"' +-1."'" "'"' ,..,r.,.hl ished orocedure is followed. 
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ARE II AND III PILLAR INFLUENTIAL ON ECONOMIC 

INTEGRATION? 

The consequences of II and III Pillars over economic 

integration have not yet been assessed. one can only say, 

as far as II Pillar,. that common foreign policy plays a 

role in the process of enlargement and the request that 

candidate States be respectful of rule of law and human 

rights, including economic freedoms. A democratic 

environment should push a sound and free integration. 

Moreover, a common defense policy should prompt member 

States to establish new rules aimed at building a common 

policy for defence industries, which EC Article 223 

preserves from the internal market. 

III Pillar undoubtedly has an influence on the I Pillar, 

since i.t. deals. with such items as free movement of 

persons across the internal borders al}d immigration. It 

is to be noted that a mechanism for transferring a 

particular item from the III to the I Pillar is foreseen 

by the Treaty of Maastricht. and that after a period of 

five years from the entry into force of the Treaty of 

Amsterdam visas, asylum, immigration and other policies 

related to free movement of! persons shall be regulated 

according to a proceaure wnicn .1... .. .. t. ,;.~ • ..oe!lo.. b)• th"' 

European Commission. 

CONCLUSION 

The EU is facing ambitious challenges such as the 

objectives set out by Commission in the Agenda 2000, the 

:cefo:cn.. of. the bndqet and. of_ the.. CAP. (common aqriculture 
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policy) . The most important t;ask is represented by the 

enlargement and the choice between countries which should 

adhere during the first wave and those which will follow. 

Enlargement presupposes tor certain member States the 

reform of institutions and probably the strengthening of 

the two track integration. Another major concern is 

represented by Buro. The single European currency is a 

recent creation and oJll.y experience will tell if it has 

been a success story. 

It is to early to forecast the kind of repercussion these 

processes might have on the internal market and the core 

inte~ation policies. A mator challenge is represented by 

convergence of national economies, regional integration 

within EU and an harmonization of fiscal policies, in 

order to avoid distorting practises and unhealthy 

competition between legal orders. One should add the 

completion of privatisation policies and the insertion of 

appropriate rules on market economy into the EC Treaty, 

since developments in this context cannot only be left to 

the Court of Justice and to the implementation of general 

princip,;tes. 
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I) Introduction: 

January 1st 1999 the third phase of the European Monetary Union (EMU) will start. The eleven 

participating countries will adopt fixed exchange rates and, from 2002, the euro will completely substitute 

domestic currencies. This involves a profound change in international finance and certainly is a very 

important change in regime. 

The start of EMU will have important consequences not only for participating countries but also 

for "outsiders", in particular for all those countries, in Europe and outside, with strong trade and fmancial 

links with EMU participants (namely, countries of the Mediterranean Area, Central and Eastern European 

Countries, Countries of the French CAF zone, as well as UK, Switzerland, Denmark, Greece and 

Sweden). These consequences are likely to be stronger, the more the euro will be used as international 

currency. 

In the following I will not enter the argument of the relationship between EMU participants and 

European countries such as Greece, Denmark and UK, which do not participate in this phase of the Union 

either because not fulfilling the convergence parameters (Greece) or for choice (UK and Denmark) (cf. 

IMF, 1997). I concentrate on the links between EMU and true "outsiders", with particular emphasis on 

countries of the Mediterranean Area which, because of geographical reasons as well as composition of 

trade flows, will be particularly sensitive to evolution of EMU .\~ection 3). In order to do this, however, I 

have to deal, briefly, with the issue of the lise of euro as international currency (Section 2) and its 

challenging the dollar dominance. The more the euro will be used internationally, the higher are likely to 

be the consequences for EMU trade partoers. 

In the conclusion I shall consider some possible implications for the International Monetary 

System of the fact that Europe is, for the first time, considered a big player on the world scene, with a size 

and a role similar to that of the US (and Japan). 

11) Euro as international currency and the possible consequences for the International Monetary 

System. 

The demand of euro as international currency will depend on many different factors: from the 
' ., 

relative size of domestic market to the stability of monetary policy of the European Central Bank (ECB), 

and will be subject to uncertainty, linked to cyclical fluctuations in countries of EMU as well as possible 

effects of a single monetary policy on countries characterised by different financial structures and with 

very different debt level at the start of the union (Cf. Giovarmetti, Marimon and Teles, 1998). 
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Let me start with some data. With 374 millions of population (288 for EU11), European Monetary 

Union has more inhabitants of US (268 millions in 1997). European GDP in 1996 is higher than that of 

US not only in absolute size but also as share with respect to OECD production: in 1996 EU15 share is 

38.2% while the US share 32.5%. Also the share of world trade is higher in Europe than in the US (38.3% 

versus 32.5%, Cf. Table 1 ). 

Table 1 here 

Hence, Europe (with 15 but also with 11 members) has a dimension that justifies an important role 

on the international scene. 

Furthermore, while individual European countries are very open to international trade, peaking at 

above 50% for Ireland and Belgium, EMU as a whole can be considered "closed" (Cf. Table 2). If intra-
' 

European trade is excluded, EU15 is even less open to international trade than the US, typically a big 

closed economy (in 1995 the share of imports over GDP was 8.7for EU15 and 10.2 for US). EUll stands 

more or less at the same level than the US (1 0.9). Of course this low degree of openness has important 

consequences on the one side for monetary policy decisions of the ECB and therefore for the exchange 

rate policy and, on the other hand, for the amount of reserves1
• As for the monetary policy, EMU, being 

closer than its members is more likely to put forward internal targets, i.e. price stability, versus external 

targets and therefore follow a policy of strong exchange rate without caring too much about 

competitiveness problems. Hence, the ECB will target inflation and this represents a big change for most 

European countries (in fact, all but Germany), since they were actually monitoring exchange rates, even if 

in the attempt to control inflation. 

Table 2 here 

As for reserves, the 1 January 1999 the EU11 reserves will be very high when compared to ,., ' ' 

imports. In fact, EMU reserves will be given by the sum of present reserves ofEU11 countries, which are 

tuned on imports including intra-European imports. I shall go back to this issue later, however it is not 

likely that the ECB will reduce drastically its reserves in a short period. If it were to do it, the offer of 

dollars would increase (dollar overhang) with possible serious implications for the external value of the 

1 It must be noted that the lower degree of openess it is not the only source of a lower sensitivity with 
respect to exchange rate fluctuations. This will also depends on the fact that there will be no tensions 
between European currencies. Traditionally, the dollar developments have affected the intra European 
bilateral exchange rates, in particular those between DM on the one side and Italian Lira and UK pound 
on the other, which were synchronized to the dollar and were following more closely its developments. 
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dollar and a decrease of the value of reserves, mainly in dollars at the moment. On the other hand, there 

could even be a shift of reserves into dollars, mainly from countries trading predominantly in dollars (such 

as most developing countries) for reasons linked to risk aversion (of course the Swiss Franc, the UK 

pound or the yen could also benefit from these developments). 

In order to have a complete picture of the present situation, which I believe is a good starting point 

for the following analysis, let me examine in detail data on the use of US dollars, yen and European 

currencies for different purposes, i.e.: 

• trade invoicing; 

• official reserves; 

• international assets; 

• debt denomination . 

Previous studies (Benassy-Quere, 1996, Artus, 1997, Bergsten, 1997), examining changes in 

the use of international currencies as payment mean, unit of account and reserve of value, have pointed 

to a possible diversification in the adoption of a strong currency from third countries as reserve and 

transaction. As we have seen, EMU will create a very large currency area, with a weight similar to that 

of the US, with a unique and very large financial market, in fact the largest world financial market. 

Euro can therefore be taken as a strong currency. Furthermore, new bond emissions by EMU members 

will be quoted in euro, which will further extend the market. These characteristics should induce a 

development of the euro as international currency. But let us now examine each issue separately. 

Can the Euro become a Vehicle Currency? 

The present situation of currency invoicing of international trade is reported in Table 3 (and Table 

9 for MED 12). As easily seen, the dollar is the main invoicing currencl and effectively the only currency 

used to trade between two other countries (strictly speaking vehicle currency). As a result, the share of 

world trade invoiced in dollars, about 48% in 1992, is much larger than the share of US exports on world 

trade (which was about 12.2% in 1992). So, effectively, the dollar is used to denominate trade about 4 

times the value of US trade. European currencies, on the other hand, are used in about 35% of trade, 

including the intra-European trade (amongst the European currencies the DM is most used at about 15% 

against 6% of the FF). One of the reasons brought about to explain the large use of dollar is that 

2 The dollar emerged as international currency after the first world war. Between 1914 and 1931 the 
dollar gained space with respect to the British pound, and the process was accelerated when Britain 
suspended the convertibility of the pound in 1931, see Tavlas, 1997 on this point. 
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commodity and energy prices are quoted in dollars. Even the small decline in the use of dollars since 

1980 seems due to the decline in the share of oil trade. 

Table3 here 
;. 

It is interesting to note that the relative situation of invoicing currencies does not seem to have 

changed much in the last 20 years, despite large changes in the bilateral exchange rates. A more 

disaggregated analysis, however, shows slightly different developments. Table 4 indicates that the 

share of imports in dollars has decreased in all developed countries but the US (in Germany by 45% in 

15 years, in Italy by 38%) in the last two decades. Hence, industrial countries have been able to 

increase the use of domestic currencies for their imports (cf. Table 4); most likely, with the advent of 

the euro, they will further reduce the use of the dollar. Intra-European trade will have to be netted out, 

becoming domestic (so the share of intra-European trade invoiced in dollars will vanish), and EU firms 

will have more incentives to invoice their imports in euro. Furthermore, exports of a big country 

(EMU) are more likely to be invoiced in euro than exports of individual (small) EU countries. At the 

moment, however, it is very difficult to find a common trend for export invoicing in the past. Contrary 

to what theory will suggest, in Germany, UK and France ("big".EU countries), exports invoiced in 

dollars have increased (respectively by 33.3%, 29.4% and 40.9%) while in Italy and Japan they have 

decreased (23.3% and 19.8%). However, only in Japan the share of domestic currency invoicing has 

substantially increased, from 29% in 1980 to about 40% in 19923
. Fewer disaggregated data are 

available for countries other than industrial countries and they seem to indicate that the dollar is 

effectively the most used currency (Cf. Table 9 and the discussion related to selected countries of the 

Mediterranean Area). The low total weight of the yen (around 5% only in 1992) also seems to confirm 

this view. 

Table 4 here 

So far we have considered the current situation (use of European currencies). An issue is whether 

euro will be used more than the sum of European currencies. Different views exist with this respect. 
• d ·' 

According to the European Commission (1997a) the euro will be used more than the sum of the European 

currencies and will develop in time as an international currency, mostly in those countries having stronger 

3 Japanese exporters have actually succeeded to impose the use of yen as international currency in 
emerging countries of the South East Asia which are important trading partners and have increased 
their imports from Japan. These developments may be negatively affected by the current South East 
Asia crises. 
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links with the EMU. The underlying explanations is that already now major trade partners ofEU countries 

(e.g. Eastern European countries) have linked their currencies to the DM (or to baskets including EU 

currencies, as most MED 12) and they will link them to the euro. At the world level, on the other hand, 

despite a long period trend to devaluation of the dollar, it is likely that the use of euro will be only gradual, 

due to inertia and hysteresis to use the dollar since the end of the Bretton Woods system, which in turn is 

due to the high liquidity ofthe US financial markets and the low transaction costs of the dollar (Cf. 

Benassy-Quere, 1996). McCauley (1997) claims that the euro will carry more weight than the DM does 

now, but less than the sum of European currencies. Portes and Rey (1998) picture three scenarios and 

claim that "the scenario in which the euro shares international currency status more or less equal with the 

dollar is plausible" (p.331 ). This possible development can have important consequences for the 

International Monetary System, which I shall briefly discuss in the conclusion. 

An important point to note when discussing the likelihood that euro will challenge the dollar as 

international currency is that if trade flows polarize into regional blocs, there will be more incentive to 

have at least three vehicle currencies, one for each area. But in so far as trade is multilateral, the dollar 

has the first corner advantage (even if the euro could be favored by the fact of being by constitution a 

low inflation currency t 
Will the Euro be used as Reserve Currency? 

It is not only trade to be invoiced in dollars. Central banks reserves are presently mainly in 

dollars (Cf. Table 5). In the seventies, after the advent of flexible exchange rates, which has involved a 

huge and somehow unexpected increase of volatility between the major currencies, Central banks 

started to diversifY their portfolios (at least partially). In 1973 the dollar accounted for more than 75% 

of official reserves (76.1% Cf. EC 1997a). It then declined till 1990. This declined was reversed by 

1993 and the share has remained relatively stable since then. The yen and the DM, effectively the other 

two major reserve currencies mirrored this development. At the end of 1996, the US dollar accounted 

for 58.9% of official reserves. In the same time Jag the yen has increased from 0.1% in 1973 to 6.0% in 

1996 and the DM (European currencies) from 7.1% (14.3) to 13.6% (20.1%) (Cf. IMF, annual report 

1997). As a matter of facts, the share of US Dollars is still three times that of DM and yen together. 

Table 5 here 

4 To discuss the issue of globalization versus regionalism is outside the scope of this paper. Cf. Cable 
and Henderson, 1994 for a good survey. 
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In the present situation European currencies constitute about 20% of total reserves. It is, 

however, likely that the reserves in euro will be higher than those in European currencies, even if the 
;,)J, 

role of the UK pound, which accounted for 2.9% of official reserves in 1980 and 3.5% in 1995, has still 

to be clarified. In fact, that Central Banks of "outsiders", especially in Europe, may decide to hold euro 

to back their commitments under the ERMII in the transition phase (Cf. McCauley, 1997). Of course 

the exact amount of euro in reserves is strictly linked to its success as invoicing currency and its use as 

intervention instrument on exchange rate markets. It will therefore depend crucially on the economic 

and monetary policy followed by the ECB. 

Many existing studies point to the fact that the US market is very liquid and has very low 

transaction costs; Central Banks have also preferences for Tbills; this therefore biases their preferences 

in favour of the dollar. For sure the Japanese yen is underused as a reserve currency because of 
' 'f) 

liquidity problems of the Japanese markets (and low share ofTbills). The euro should not suffer these 
. [, 

:I' 
shortcomings, so that is more likely to challenge the dollar as international currency. 

The euro bonds and securities markets 

The share of the US dollar in private portfolios has been declining throughout the 80s and 90s: in 1985 

the share of dollar denominated assets was around 62% while in 1996 stood at around 38%. The 

European capital market is (almost completely) unified and very large. Prati and Schinasi (1997), in a 

detailed analysis of capital markets, emphasise the implications of the use of euro for international 

portfolios adjustments and international capital movements. They argue that, despite the uncertainty, it 

is reasonable to expect that, with the lower segmentation of markets due to the use of euro 5, capital 

flows to and from the euro area are likely to increase, even substantially, and that as a consequence, the 

euro will tend to be used more than the sum of the European currencies. Private capitals are likely to 

keep shifting towards the euro, because the European Cential·Bank will have to establish credibility; 

therefore, market participants could trust, at least in the early phase ofECB, a tighter monetary policy 

and a higher interest rate (McCauley, 1997). Also, there could be a bias in favour of the euro due to the 

fact that European investors, which currently tend to invest mainly in domestic assets (except in the UK 

stock exchange where 95% of foreign assets trade in Europe in traded) may have incentives to invest in 

European assets, effectively avoiding any exchange rate risk (one of the reasons brought about to 

explain the domestic bias). 

5 Currently the segmentation is mainly due to the different currencies. 
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Euro as debt denomination currency 

The denomination of external debt of indebted countries is at present mainly in dollars (cf. Table 

6). This is a crucial aspect for our analysis because there are many highly indebted countries amongst 

countries with stronger trade links with EMU, which are the more likely to adopt euro as invoicing 

currency. These countries will be particularly affected by the developments of the bilateral exchange rates 

between dollar and euro. In particular, consider a country invoicing its exports in euro and paying the 

service of debt in dollars. If the euro devaluates versus the dollar, this country will be negatively affected, 

may not be able to pay the service of debt and eventually could be limited in the access to international 

capital markets. In the long run, it could try to limit the risks from exchange rate fluctuations, either by 

modifYing the currency composition of debt service or the currency of invoicing of its exports, in both 

cases with important implications. 

Table 6 here 

It is interesting to note that the currency composition of long term debt is actually more 

diversified than that of trade and reserves. In most countri~s the percentage of dollars is still higher than 
' . rt .. \ ~ 

30%, sometimes substantially; however, after 1980 the weight ofDM has substantially increased. Even 

though it still represents only 15% of the total debt, its rate of growth has been of about 40% in 15 

years. 

Tables 1-6 show the present situation and the relative developments of dollar, yen and main 

European currencies, as invoicing currencies, as official reserves, and as currencies of bonds and debt 

denomination. It is clear that any forecast on the use of euro can only be speculative. Even though the 

euro will be from the start the second world currency, its developments will not match one to one the 

use of main European currencies. Many estimates of the demand for euro exist (Cf. for all Hartman, 

1996), but EMU is a change of regime difficult to account for in an econometric estimate and therefore 

the existing estimates are not particularly reliable. Most commentators (e.g. EC, 1997a and Hartman, 

1996) seem to agree on the fact that euro will be used mor~ 'trulri European currencies at present, though 

not reaching the level of the dollar and not being therefore a threat for it. It is common opinion that 

euro developments will depend largely on the ability of EMU to establish a unique capital market, able 

to contrast the hegemony of the US one. With respect to this issue it must be said that the yen has not 

been able so far to contrast the dollar hegemony despite a very large liberalisation of capital markets 

after 1984, supposedly because transaction costs in Japan were still too high with respect to the US and 
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because the Tbill share on assets was too low. Of course, to better understand the relative developments 

of the euro and the dollar, a more thorough analysis ofthe largest and more efficient European capital 

market, the UK, should be done but this is outside the scope of this paper. 

The use of euro will be affected not only by the liquidity of markets but also by the volatility of 

the bilateral exchange rate euro/dollar. In particular, the more stable the euro will be, the more it will be 

used by third countries, especially those with strongest links to countries in EMU and those that for 

different reasons (e.g. political) want to be outside the jurisdiction of US (as for instance the Arab 

countries during the oil crises). If the euro is actually used, then the European Central Bank could get 

some benefits in terms of international seigniorage (the ability to obtain real resources in exchange for 

almost cost-less notes) as does the Federal Reserve in the US, e.g. in the order ofO.Ol% ofGDP (or 

less according to different estimates l 
In summary, the euro could develop as an international currency in a scenario of stability within 

the EMU. If the euro will develop enough to threaten the hegemony of the dollar, this could have 

important implications for the developments of the International Monetary System. If this is more 

symmetric, with three similar players, the likelihood of a reform in the direction of having some sort of 

Target Zones is increased. If it is true that the volatility can increase, as some studies maintain7
, 

because trade imbalances between US, Japan and Europe persist and because the volatility of the 

exchange rates depend also on the degree of co-ordination of monetary and trade policies at world 

level, the probability of misalignment are actually lower with symmetric players. But the negative 

effect on trade flows and investments depend on misalignment rather than volatility, which is mainly a 

short-term phenomenon. Hence, to summarise, it is very likely that the incentives for co-operation are 

larger than in the past. The more so, the more the world tends to polarise in regional trade areas. 

Ill) Consequences of EMU on "Outsider countries". 

The consequences of EMU for the world economy depend crucially on the extent the euro will be 

used in international transactions, which in turn will depend on the stability of the new currency. 

Amongst the countries more affected by the developments of the euro there are the external 

European countries, in particular UK and Switzerland which have important capital markets (Cf. IMF 

6 Portes and Rey (1998) point out that in the past Central Banks outside the US have tried to avoid 
internalization of their currencies. Also many structural reforms should be introduced for the euro to 
really pick up. We do not pursue these issues here, Cf. Portes and Rey, 1998. 
7 On this issue there are differing opinions, Cf. Cohen, i 997 ... 

9 



1997 on this point) with respect to which the unique European market could be a dangerous competitors 

and which in any case will ha~e to come to terms with huge flows of euro capitals. 

While it is likely that at first US and Japan will only be marginally affected by EMU, developing 

countries and transition economies will be more affected by the change in regime. In particular, countries 

that in the near future could join EMU, as some Central and Eastern European countries and some 

"external" Mediterranean countries, together with those African countries of the CAF, which historically 

have very strong connections with France, will be more sensitive to developments in European countries. 

These countries have currencies often anchored to European currencies (in particular DM, FF or baskets 

including the major EU currencies) and most likely they will invoice their trade flows in euro, even if they 

still tend to have about half of their debt denominated in dollars. Their official reserves seem to be divided 

roughly half-and-half between dollar and DM, which also seem to suggest the appropriateness of euro as 

an anchor. 

In what follows, I do concentrate on "external countries" of the Mediterranean countries but many 
. "1·,:;' ),, 

of my conclusions can be extended to Central and Eastern European countries as well as African (CAF) 

countries. 

"Outside" countries of the Mediterranean Area. 

By "external" Mediterranean countries I mean 12 countries: Algeria, Morocco and Tunisia (i.e. the 

Magreb), Jordan, Lebanon, Syria, Egypt, Cyprus and Malta8
, Turkey, Palestine, for which, however, data 

are hardly distinguishable from those oflsrael, and Israel itself(MED12 from now). Israel, amongst those 

is certainly the country with highest cultural and economic linkages with the dollar area, even if recently 

has intensified links with EMU countries, with who in 1993 has signed a free trade agreement. "External" . 
countries of the Mediterranean area have very strong trade and financial links with EMU members (Cf. 

Graphs la and lb and Tables 2, 7 and 8). 

Graph la and lb here. 

Graphs la and lb show how important MED12 are as trading partner for EMU countries. As 

matter of facts, with 60 billions ECU of exports to the EU15 and 44.8 billion ECU from EU15, MED12 is 

the main trading partner ofEU15 among developing countries (total exports to developing countries are 

212.5 billion ECU and total imports from EU15 198.5 billion ECU in 1995). 

8 With Cyprus and Malta EMU countries have actually custom Union relationships at the moment. 
Egypt, Jordan, Syria and Yemen are the so-called Mashreq countries. 
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Despite large differences amongst the economic structure, the degree of development, the 

international position, the institutional and religion characteristics of these countries, for all of the MED12 

the links with euro area are crucial: the EU is the dominant partner for all of them but Jordan. However, 

the asymmetric nature of the trade relationship stands up. While it is true that imports of EMU countries 

from "external" Mediterranean countries account for a large share of extra-EU imports of EMU members, 

in 1996 about 8.5% of total extra-EU imports, and that EMU exports to MED12 are even higher, about 

12% in 1996 and have been growing about 30% in 10 years, overall MED12 account for around 7% of 

EU external trade: EU countries trade mainly with each others and with other industrial countries (about 

20% of both imports and exports are with US). For EU countries the share of intra-regional trade is indeed 

substantial. On the other hand, MED12 are very little integrated with each other (about 6% on average in 

1996, cf. Table 7) while trade with EMU accounts for more than 50% of their imports and exports. It is 

worth noting that although MED12 are small economies (their size is on average much smaller than EU 

countries, apart from Turkey) their degree of openness (on average 33%) is not too different from that of 

individual EU countries (cf. Tables 2 and 7l 
Table 7 here 

There is a discussion on whether EMU is an optimal currency area, as far as MED12 are 

concerned, they are far from being an optimal currency area, the region is not homogeneous and each 

individual country tries to protect itself. For instance, they have different degrees of tariff protection 

against EU imports, though being granted free access for industrial goods in EMU and preferential 

access for agricultural products (with unilateral asymmetric agreements). As matter of fact, only 7 of 

the MED12 countries have so far adhered to WTO (World Trade Organisation) and tariffs and non

tariff barriers are still very high, on average, in these countries. As an example consider that tariff 

revenues account for 10% of overall tax revenue in Egypt and Syria, 18% in Morocco, 28% in Tunisia 

and 36% in Jordan, compared to a mere 1% on average in EU countries. 

It is important to note that the emergence of the Central Eastern European countries as one of 

EU major trading partners (Cf. Graphs la and 1 b), the likelihood of a free trade area between EMU and 

CEEC and their future adherence to EMU constitute a serious ,threat for the MED 12, which risk to lose 

their privileged role of geographically close market. CEEC countries already in 1991 have substituted 

9 This is so whan we account for intra Eu trade, while when this is netted out, on average, EU !I is 
much less open. 
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MED 12 as main source of imports of manufacturing and as destination countries of direct investments 

and this has obvious consequences for financial flows to MED12.This "dangerous" situation, however, 

has so far had positive effects in that it has prompted a discussion on a free trade area between EMU 

and MED12 (Euromed Conference, Barcelona, 1995, cf. European Economy, 1997a). It is certainly a 

priority of EMU to modernize "external" economies belonging to the Mediterranean area and favor 

their growth. Against this background, it is for instance important that Malta and Cyprus (which 

however are the only MED12 with a level ofGDP and development comparable to that of EMU) are 

amongst the first countries in the list of next EMU enlargement and that EMU explicitly think of a 

Mediterranean policy. 

My aim in this paper is to provide some data and elements of discussion to examine the current 

situation from the point of view of trade links as well as direct investment, other capital flows, currency 

composition oftrade flows, debt and reserves and to sketch the possible positive consequences of EMU 

on MED12 (and vice-versa), taking account of the heterogeneity ofMED12. 

Trade Flows 

A striking feature of the MED12 is how little these countries trade with each other: only 6% of 

their trade is intra regional and the share of exports within the area ranges from none for Malta and a mere 

1% oflsrael to a maximum of20% for Syria, the more integrated country within the area (Cf. Table 7). 

About two third of all their trade is with industrial countries and European Union certainly represents their 

main trade partner. If we consider EU15, trade flows between EU15 and MED12 have grown from 32.6 

million dollar in 1988 to 52.7 million dollar in 1994, with an increase of about 40%. Flows from MED12 

to EU15 increased from 20.4 million dollar to 33.7 million dollar in the same period. It is interesting to 

point out that the flows within the MED12 in the same period pass from 1.8 million dollar to 3.3 and 

those within Europe from 758 to 987 million dollar, not only emphasising an asymmetric weight in the 

bilateral relationship but also the fact that while Europe has privileged the intra-European flows, MED 12 

has been more oriented towards Europe than inside the area. This could be partly due to the composition 

of regional import and exports but also to the policies adopted by different countries (for instance, Egypt 

which could have met at least partially the region demand for food and manufacturing, has followed 

import substitution policies and reduced supply). The expectation of demographic developments in 

"external" countries of the Mediterranean area, especially if it will be accompanied by a development 

process, will make MED12 an interesting partner for EMU, v.;hich is actively looking for new export 
-, ~" . 
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markets, and is likely to induce a further increase of relative trade flows to/froin EMU in the near future. 

A worrying aspect is that most of the MED12- EMU flows is of the North-South type, while horizontal 

trade, contrary to the intra-European case, is very low10
. Furth~rmore, countries of the MED12 import 

from EU more than they export to EU and they tend to depend more on developments in EU economies 

while the opposite is not true (of course, as said above, EMU is "the" major trade partner for MED 12, 

while EMU countries have much more diversified links). Since EMU exports (mostly manufacturing) are 

substantially and systematically higher than imports (concentrated in agricultural and energy products) 

EMU has with time accumulated a relevant trade surplus with respect to MED12. The big deficit in fuel 

products (around 16.5 billion ECU in 1995) have always been more than offset by large surpluses in 

manufacturing products. The individual country pattern is however quite diversified: for instance, Syria 

has a surplus of almost half a billion ECU versus EMU (in 1995 0.4 billion) while Israel has a huge 

deficit. 

As we said, for all countries in the Mediterranean Area·except Jordan, trade links with EMU are 

above 40% of total (Cf. Table 7). Trade links with EMU are particularly strong for the Magreb countries: 

in Tunisia more than 70% of total trade is with countries belonging to EMU. However, from an 

institutional point of view, the trade links between EMU and MED12 are different, ranging from free 

trade zone to custom union to agreements on specific products (or groups of products). Still there are 

many constraints to trade both on agricultural products, mainly due to the Common Agricultural policy 

(CAP)11 and on manufactures (in Egypt, for instance, tariffs on manufacturing products are about 30%, in 

Tunisia 28%, in Algeria and Morocco 25%, Cf. De Rosa, 1997). Even if in the last twenty five years the 

diversification of exports from MED 12 has increased substantially, exports are still concentrated on a 

limited number of raw materials (traded and quoted in dollars in international markets), clothing and other 

manufactures, traditionally considered low tech (the so-called traditional products, with high labour 
''·-. 

intensity) (Cf. Table 8). This seems to reflect the fact that many Mediterranean countries had and still 

have comparative advantages in agricultural production (mainly fruit and vegetables) and have now 

acquired some advantages in clothing. Israel is the only country in MED12 that is competitive in a wider 

10 Between 1991 and 1995 however the Grubel Lloyd intra industry intensity index of all MED12 but 
Lebanon has increased, indicating a move towards more equal trade (cf. Eurostat, Statistics in focus, 
n.13, 1996). In Malta, for instance, this index, widely used to measure the product structure of trade 
partners for international comparisons, has reached 60.8. Amongst the less developed countries of 
MED12, the highest index is recorded by Tunisia (32). 
11 Cf. European Economy, 1997 band IMF, 1997 on these issues. 
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range of manufacturing. 

Table 8 bere 

It is interesting to note that a sector very important for the majority of Mediterranean countries is the 

provisions of services, whose share in overall value added ranges from 25% of Algeria to 55% for Cyprus. 

Tourism is particularly important, especially because it allows Mediterranean countries to get foreign 

exchange. The EU is the most important partner at the moment(in 1997 87% of tourists to Malta were 

coming from EU, 68% of tourists to Cyprus, 50% to Tunisia; only in Syria and Jordan the percentage of 

EU tourists was low, cf. Table 7). A study of the growth pattern ofMED12 (Cf. De Rosa, 1997) shows 

that those country with a better performance in terms of growth have diversified their exports in the last 

20 years and that tourism accounts for a large part of the improvement in growth. 

EMU exports to MED 12 are largely high tech manufacturing (79% of total exports is indeed 

constituted by manufacturing), even if food exports still constitute on average I 0% of aggregate EMU 

exports (ranging from a minimum of 5% in Israel to a peak of29% in Syria). 

Finally, as far as trade is concerned, it is interesting to analyse the currency of invoicing of imports and 

exports. The share of exports to EU and imports from EU is significantly higher than the share of the EU 

currencies with respect to invoicing in all the countries considered but Morocco (Cf. Table 9). In Egypt, 
' .. 

for instance, EU15 account for more than 50% of Egypt exports and 40% of imports are from EU15, but 

about I 0% of these flows are invoiced in EU currencies. In Israel 70% of imports are invoiced in dollars 

but only 20% are coming from US. Even Tunisia and Turkey have very imbalance composition. 

However, the advent of EMU could change things with this respect. As matter of fact all the trade 

between a small EU15 country (say Portugal) and a MED12, now invoiced in dollars (according to theory, 

trade between a large and a small country is invoiced in the currency of the large country, while trade 

between two small countries in a international currency, usually dollars) will become trade between a 

large (EMU) area and a small country and are likely to be invoiced in euro. Hence, the MED12 demand 

for Euro is expected to increase significantly . .. 
External Debt 

The external debt of most MED12 is fairly high, due to the economic policies followed by these 

countries in the seventies and eighties (mainly policies were inward looking), reaching levels of above 

100% ofGDP for Syria and Jordan and of around 75% for countries such as Algeria, Morocco, Egypt. 

Also in absolute terms MED12 countries are highly indebted: Turkey, Israel, Egypt and Algeria are 

14 



.. 

amongst the 15 major debtor countries in the world in 1996 (and were also in 1995, Turkey furthermore 

is in the first 10, Cf. OECD, 1997). Only Malta and Lebanon are characterised by low external debt 

(around 30%, ofGDP, Cf. Table 10) both in absolute and relative terms. 

Table 10 here 

While trade is mainly versus EU countries, most of the financial liabilities are denominated in 

US dollars. Table !I shows that the currency composition of debt is quite diversified both across 

countries and time, but the dollar is used to denominate more than 30% of external debt in all the 

countries considered, with peaks of over 80% for Syria, 65% for Lebanon and 40% for Turkey. In the 

period 1980-1996, which covers the debt crisis of the 80s,. there is no unique pattern in the currency 

denomination of MED 12 debt, a part from a generalised increase in the share of yen (in Turkey, the 

share of yen passed from a mere 4% to 22%, in Jordan from I% to 23%, in Malta from none to 14% 

and so on, Cf. Table 11) and a downwards trend for the UK pound. Egypt, Morocco and Jordan, all 

countries with a high dollar denominated share of debt, have decreased it between !980 and 1996. But 

for instance Lebanon and Malta have increased it substantially. The lowest share of dollar denominated 

debt is found in Tunisia (16.3%), which, for historical reasons has French Franc denominated debt. In 

Morocco, for similar reasons, debt is denominated in Pesetas and French Francs (cf. also Aijona and 

Steinherr, 1998). The currency denomination of external debt point to the importance of a stable 

euro/dollar bilateral exchange rate for most MED12 countries which will be paying their debt in dollars 

but are likely to invoice their exports in EU currencies and increase their trade links with EMU 

countries. 

Table 11 here 

Direct Investments and Capital Inflows 

In terms of capital flows MED12 is one of the least integrated region of the world. However, 

"external countries" of the Mediterranean Area during the 90s have started attracting direct investment 

and they attract more European direct Investment than other developing countries. 

In particular MED12 attract more European than US and Japanese funds (also because of 

geographical proximity, historical ties and recent trade agreements). Foreign Direct Investment are 

however concentrated in few countries (Cf. Table 12): Egypt, Morocco, Israel and Turkey account for 

more than 80% of direct investment in the area; Turkey in particular, account for over 40% of total 

direct investment in MED12 (Cf. World Bank, 1997). The advent of EMU can influence decisions on 

15 



- --- ------------------------------------

FDI in MED12 only marginally, in that if the trade links increase and free trade agreements are 

established because of EMU, then the area is likely to be stable and growing and therefore attract 
. _.,; 

foreign private capital. 

Table 12 here 

Table 13 shows that Western Europe is the main source ofFDI to the four main recipients of 

funds in MED12, France and the UK accounting for 88% ofEU investments in the period 1990-95, 

against a mere 15% of the US, mainly directed towards Israel. 

Table 13 here 

In 1995-96 FDI to MED 12 have substantially increased, reaching a relevant percentage of GDP 

in Malta (34.9%), Egypt (23.3%), Israel (23.3%), Tunisia (22.8) and Cyprus (18.9%). This growth 

trend, however, has started in the early 90s and Europe has always been a major provider of funds. It 

could be interesting, but outside the scope of this paper, to examine in detail the sector of destination of 

FDI 12
, in the light of the privatization processes in the 90s. For instance in Morocco, the privatization 

program and an extensive liberalization of the FDI regime have contributed to making the country 

attractive to foreign investors, so much so that the total revenue from privatization between 1993 and 

1996 has been 1130 million dollars. Mainly as a result of privatization, FDI inflows in Morocco 

increased almost fivefold from an average of 83 million dollar a year in the period 1985-90 to an 

average of 419 million dollar a year in the period 1991-96 (with over 300 million dollar inflows in 

1996, Cf. Table 12). 

The role of FDI is particularly important in a country like Turkey, not only for the size ( 40% of 

FDI in the area, i.e. around 700 million dollar in 1996) but also because Turkey is highly integrated 

with the so-called Mediterranean countries of EMU, and has always kept close links, in view of 

adhesion to EMU. The privatization process has brought 3135 million dollar into Turkey between 1990 

and 1996, the highest amount amongst MED12. Furthermore, Turkey has a better-developed capital 

market than most other MED12 countries. The stock market is evolving fast, the daily turnover being 

very high: it has reached 3 80 million dollar traded per day at the end of 1997. With this respect, it must 

be noted that in Turkey there are no restrictions on foreign ownership and the influence of foreign 

owners has increased substantially (reaching about 50% of the free float, up from less than I 0% at the 

8 Most FDI are in the hydrocarbon industry because of the oil discovery in Algeria, the gas pipeline 
between Spain, Portugal and Morocco, etc. however in Egypt 48% of funds are directed towards the 
manufacturing sector and in Algeria 25% and 70% to the service sector. 
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beginning of the 90s, in 1996 total bonds represented 17.2% ofGDP and domestic bonds 10.9%, CF 

Global Development Finance, 1998). 

For most countries in the area, however, privatization policies carried out in the last 10 years 

have been successful and the increase of FDI brings new capital that can favor the process of 

development. Two further countries are worth mentioning: Egypt, with revenue from privatization of 
. ' 

1923 million dollars in the period 1993-96 and Tunisia, around 200 million dollars in the same period. 

Of course the development of FDI is closely linked to developments of trade links and liberalization 

policies. If countries in the MED12 go further in the direction of trade liberalization, it is likely that 

their credibility will increase, which in turn can imply higher FDI, higher growth and so on. 

An interesting, though worrying, point to note is that still few ofthe FDI go to the private 

sector, (the World Bank estimates that out of 130 billion dollar going towards Magreb, Mashreq and 

Israel between 1970 and 1995 only 20% has gone to the private sector), possibly because of political 

tensions in the area and low rates of growth in the last years. At the same time, in some of the MED 12, 

there were massive outflows of private capital (again according to World Bank estimates in the range of 

5% of GDP for the period 1985-89), which left a legacy of a high stock of external public debt and of 

private assets invested abroad. This trend, however, seems reversed in the 90s, where most MED12 

have actually capital inflows (Cf. Table 14). 

Table 14 here 

It must be pointed out that regional economic integration may also induce foreign direct investment, by 

expanding markets. The examples ofFDI going to Spain and Portugal just before their entry into EMU 

as well as the FDI going to Mexico before NAFTA represent a strong incentive for MED12 to integrate 

themselves further both with EU and amongst themselves. 

Labor and migration 

It is very difficult to assess the scale and composition of bilateral flows of workers between 

EMU and MED 12 because of the absence of reliable data. The only reliable data is those on the size of 

population and the projections of demographic growth in M~D12.1t is, however, interesting to note 
. \·I 

that there is a high level of migration amongst MED12 countries (i.e. intra regional migration) and also 

between MED 12 and Middle Eastern countries (for instance, in the early 90s there were 1.25 million 

Egyptian workers in Iraq and a substantial number in Jordan). Labor flows and remittances of capital 

associated to migration have been one of the most important feature of regional integration in MED 12 

17 



. ' 

(contrary to the developments in Europe, wher.e labor movements is the more controversial feature of 

integration while goods and capital move without limits). Workers remittances (including net private 

transfers) increased from 8.5 billion dollar in the period 1970-80 to 21.5 on average for the period 

1980-89 in Maghreb countries, from 10.5 to 43.5 in Mashreq (excluding Lebanon because of data 

inadequacy) in the same period and from 7.8 to 12.9 in Israel (Cf. also Table 7). Despite the country 

specific characteristics, therefore, MED 12 is very little integrated as far as trade and capital are 

concerned and more as far as labor is concerned. However, there are substantial flows oflabor also 

towards EMU with important consequences on the sustainability of the welfare state in Europe. 

Summarizing, in theory the start of EMU is likely to have a relevant impact on MED12, 

because of the size and composition of the trade links between the two areas. Since it is common 

practice to invoice trade flows between a small country and a large country in the currency of the large 

country and trade between two small countries in dollars because the dollar is the main world currency, 

part of the trade flows between MED12 and EMU, now invoiced in dollars, is likely to be invoiced in 

euro in the future because individual EU countries (small and at least partially invoicing in dollars) will 

be substituted by EMU (large and invoicing in its own currency, euro ). Furthermore, the introduction of 

the euro will affect the relative importance of the dollar and therefore even some intra regional trade 

(trade between small countries) could be invoiced in euro, which can become more important at the 

international level. 

Also the euro/dollar exchange rate volatility will affect MED12 countries because of their trade 
,'>. " 

links with EMU countries and the currency composition of their external debt. These effects will be 

stronger in those countries with closer links, but presenting a mismatch between origin of trade and 

currency denomination of payments, such as Israel, where 50% of imports are from EU (20% from US) 

but only 25% are invoiced in European currencies (70% are invoiced in dollars), or Egypt, with 40% of 

imports from the EU and only 17% invoiced in European currencies and more than 50% of exports to 

EU but less than 10% receipts in European currencies. This pattern is common to most MED12 

countries, mainly because MED12 have large share of raw material and agricultural exports, which are 

quoted in dollars in international markets. These countries are expected to increase their demand for 

euro, especially for imports from EU, but could also start using euro for their (limited) intra regional 

trade. However, the introduction of euro will not change the denomination of the existing debt and 

these countries mostly pay for the debt service in dollars (e.g. Syria, Lebanon, Algeria). If the euro 
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devaluates with respect to the dollar these countries, especially Algeria, Jordan and Syria who tend not 

to have free access to capital markets will be penalized. On the other hand, countries with free access to 

capital markets will be able to finance themselves on more liquid markets, which will most likely be 

less expensive. The effects of EMU on "external" countries of the Mediterranean Area will therefore 

depend crucially on the development of the euro/dollar exchange rate, which will in turn depend on the 

exchange rate policy followed by the European central Bank and its credibility. While there is no 

agreement on whether the euro dollar volatility will be higher than the DM dollar volatility (cf. Cohen, 

1997), there is no convincing argument for increased volatility in the transition period. Stability of the 

euro will benefit EMU as well as trading partners. 

It is important that the EMU favor actively growth in the Mediterranean area and that it includes 

this objective amongst the co~mon economic policy aims. Europe has an interest in enlarging its 

markets towards the Mediterranean, especially because ofthe emergence of regional trade blocs such as .... ,, 

NAFTA (North American Free Trade Association) and ASEAN (Association of South East Asian 

Nations). Furthermore, an increase of integration between MED12 and EMU could induce a higher 

integration between MED 12 themselves and could also attract more foreign investment and start a 

virtuous circle in which higher growth in the MED12 stimulates exports growth of EMU and so on. 

IV) Conclusions 

Far from examining in detail the international consequences of EMU- on purpose I did not deal 

with consequences for those European countries not adhering to the Monetary Union, such as Greece, 

UK, Denmark and Sweden (EU15 which do not participate in the first phase), Switzerland, Russia etc.

this paper aims at summarising some of the effects of EMU for the International Monetary system, for the 

use of euro as vehicle currency,' and for the growth prospect of some of the major (~d dependent) trade 

partners of EMU countries. Given the strong trade links, the' geographical location and the structure of 

trade, countries of the MED 12 and of CEEC are those more affected by developments in Europe and from 

the use of euro, also because it makes sense for them to anchor their currencies to the euro and/or invoice 

their trade flows in euro (they will also be pressed to do so by EMU countries). Of course, if it is difficult 

to say to what extent these countries will actually use euro and with which timing. It is, however, likely 

that MED 12 will invoice more imports in euro, especially in view of a growing integration with EMU 

countries which will be actively searching for new markets for their exports and also possibly of a future 

adhesion to EMU itself in a not too far future. It is however similarly likely that MED12 continue to pay 
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the service of debt mainly in dollars, as presently, because of hysteresis in these behaviour and the costs of 

switching currency (and because the existing debt is not renegotiated). Developments of the exchange rate 

between euro and dollar are therefore crucial to evaluate the effects of EMU for "external" countries, in 

particular if indebted. To a certain extent, the success of the euro as an international currency will depend 

on its stability with respect to the dollar, but its stability will depend on its success and the use in third 

countries and so on. It is clear that devaluation with respect to the dollar can have very negative effects on 

economies of highly indebted countries, which pay the debt service in dollars and have problem of access 

to international capital markets. If the euro succeed in being relatively stable and the economic policy of 

the European Central Bank credible, the euro could trigger the dollar as dominant currency. In a scenario 

of this type, there could be important consequences also for the US. It will be very difficult to sustain the 

present huge US trade deficit without serious consequences for the external value of the dollar and a 

vicious circle could start. Also US seigniorage could be reduced with consequences on public deficit. 

The consequences of EMU should be positive for "external" countries of the Mediterranean Area 

(and for CEEC), because they ~ntail a possible (likely) increase oftrade flows and FDI in the aim of 

enhancing the links with geographically close countries. As for US and Japan, EMU should not induce 
i) • .... , 

major changes in imports nor exports (in 1994 US were importing and exporting about 20% from EU15, 

while Japan was importing 11% and exporting about 6%) even if the bilateral trade balance development 

will depend respectively from the developments of the exchange rate euro/dollar and euro/yen. As far as 

the US is concerned, however, the start of EMU could induce problems of debt financing and also of 

reduction of seigniorage. At the same time, the introduction of euro and the consequent increase in 

liquidity should cut the cost of financing on markets for all countries with free access, including the US 

and therefore benefit debtors. 

Finally, I want to emphasise two aspects that I believe are relevant to assess the consequences of 

EMU. 

I) To consider EMU as a unique entity should allow discussing a reform of the International Monetary 

System. With three fairly similar players in terms of int~mational weight it is easier to agree on target 

zones between euro, yen and dollar than before, when the rules where decided by the strongest (US). 

Furthermore, EMU countries have never succeeded to have a homogeneous behaviour with respect to 

the dollar because the strengthening of the DM with respect of the dollar was inevitably creating 

tensions amongst the ERM of the EMS (Cf. Del Giovane e Pozzolo, 1998). Now, with EMU, this is 
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no longer an issue. Only the external value of the euro versus the dollar should matter and European 

countries are likely to behave in a more homogeneous way. Furthermore, it is in everyone interest to 

limit the fluctuations of bilateral exchange rates and also in the interest of third countries, which can 

therefore try to anchor their domestic currency to one or the other of the three main currencies 

depending on the geographical location and the size and typology of trade links, without having "bad 

surprises". Finally, each of the three "big" from a selfish point of view gains from the stability of its 

own currency. I see EMU as enhancing the likelihood of co-operation. 

2) EU countries will have to make efforts to enhance growth and welfare in geographically close 

countries, in particular CEEC and MED12. In fact, as the example of Mexico and US teach us, EMU 

gains from the stability in the area and from a larger use of its currency at the world level. Also, in 

every country in Europe one way or the other there is some form of welfare state, which most 

obviously makes it more unsustainable to have a prosperous area (EMU) confining with a poor area. 

The alternatives Europe faces are mainly two: either to incentive development of depressed area or 

modify, in a selective way, social security. Though emphasising the existence of flows of workers 

from MED12 to EMU, I did not deal explicitly with migration issues. It is however clear that the 

globalisation process itself imply movements of workers and that migration from EEC and MED12 

constitutes one of the crucial issues Europe has to address and solve and it is closely linked to the 

reform of the social security system. Countries in the MED12 have extremely different factor 

endowments, Egypt and Morocco, for instance have substantial agricultural potential and low wage 
;.;···.,• 

labour but lack capital, Lebanon and Jordan have surplus of skilled labour, Algeria, being a more 

diversified economy, could benefit from imports of capital and labour from abroad (cf. Shafik, 1996). 

But there are substantial flows of workers into Europe. Only a clear-cut reform of labour markets and 

social welfare can help a "more equal" relation among these two areas. 
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Table 1: Main Economic Indicators of US, Japan and EU 

Population GDP mil Share of world GDPEU/ 
(mil) $ 

trade, 1996 
GDPOECD, 

1997 1996 1996 
us 268 7575 19.6 32.5 

Japan 126 4377 10.5 20.5 

EU-15 374 8504 20.9* 38.3 

EU-11" 288 6743 

*Excluding intra-european trade," 1995 EU-11 -EU-15 excluding Greece, UK, Denmark and Sweden. 
Source: European Economy, 1997b, Funke and Kennedy, 1997 and EC, 1997a. 
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Table 2: Degree ofOpeness and trade links ofEUlS to MED12 

% esports to MED12, 1995 %imports from MED12, 1995 Imports/GDP, 1997 
us na Na 10.2 

Japan na Na 6.6 

Canada na na 29.1 

France 21.0 18.9 22.0 

Belgium 8.5 6.1 72.5 

Neth. 5.1 5.8 49.7 

Germany 21.9 22.8 24.0 

Italy 19.4 23.3 21.5 

UK 9.3 8.3 28.6 

Ireland 1.0 0.4 59.1 

Denmark 1.1 0.6 29.8 

Greece 1.7 2.0 26.4 

Portugal 0.6 1.4 40.8 

Spain 6.1 8.1 25.6 

Sweden 2.0 0.6 33.8 

Finland 1.1 0.2 31.1 

Austria 1.1 1.5 43.0 

EU15 100.0 100.0 28.3 

EU-11 * na Na 10.9 

EU-15* Na na 8.7 

* excluding intra-european trade. Source: Eurostat, Statistics on Focus, External Trade, 1996 n 13 and European Economy, 
1998, Table 40. 
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Table 3: Invoicing currency for world exports 

1980 1987 1992 

Currency % % World,% 

US dollar 56,1 47,9 47,6 

Yen 2,1 4,0 4,8 

US$+JY 58,2 51,9 52,4 

Tot main Eu currencies: 31,1 34,1 33,5 

Of which: DM 13,6 16,1 15,3 

FrFr 6,2 6,5 6,3 

UK£ 6,5 5,5 5,7 

ItLit 2,2 3,2 3,4 

F1 2,6 2,8 2,8 

Source: Hartman, 1996 
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Table 4: Invoicing currency in main industrial countries (percentage values) 
Imports 

1980 

Dollars DM Yen UK£ FF It lit others 

us 85.0 4.1 1.0 1.5 1.0 1.0 6.9 

Germ. 33.1 42.8 1.5 3.1 3.3 2.4 13.2 

Japan 93.1 1.4 2.4 0.9 0.9 0.2 1.9 

UK 29.0 9.0 1.3 38.0 5.0 1.7 16.0 

France 33.1 12.8 0.1 3.8 34.1 3.0 13.1 

Italy 45.0 14.0 0.5 3.2 9.0 18.0 10.4 

1992-96 

us 88.8 3.2 3.1 4.3 

Germ. 18.1 53.3 1.5 1.9 4.4 20.8 

Japan 70.4 2.8 22.5 4.2 

UK 22.0 11.9 2.4 51.7 5.3 2.2 4.5 

France 23.1 10.1 1.0 2.9 48.4 3.7 10.8 

Italy 28.0 13.0 8.0 37.0 14.0 

Exports 

1980 

us 97.0 1.0 1.0 1.0 

Germ. 7.2 82.3 1.4 2.8 1.3 4.8 

Japan 65.7 1.9 29.4 1.1 0.6 0.1 1.2 

UK 17.0 3.0 0.1 76.0 2.0 0.5 2.4 

France 13.2 9.4 3.2 62.5 11.7 

Italy 30.0 14.0 8.0 36.0 12.0 

1992-96 

us 98.0 0.4 0.4 0.3 9.0 

Germ. 9.8 76.4 0.6 2.4 2.8 8.0 

Japan 52.7 35.7 1.6 

UK 22.0 5.0 0.7 62.0 3.5 1.7 5.1 

France 18.6 10.6 1.0 4.2 51.7 3.1 10.8 

Italy 23.0 18.0 7.0 40.0 3.0 

Source: Tavlas, 1997. 
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Table 5: Currency composition of Official Reserves 

%di: 1973 1983 1996 

Dollars, all countries 76.1 71.5 58.9 

• Dev. Countries na na 62.5 

• Eastern Europe na na 51.0 

Yen, all countries 0.1 4.9 6.9 

• Dev. Countries na na 6.2 

• Eastern Europe na na 0.0 

Main European Curr 14.3 15.8 20.0 

(£, DM, FF, FI), all 

countries 

• Dev. Countries na na 13.6 

• Eastern Europe na na 31.2 

DM only, all countries: 7.1 11.7 13.6 

Source: Funke and Kennedy, 1997, EC, 1997a and IMF, 1997. 

Table 6: Currency Composition of Developing Country Debt, in%, at end 1996 

US dollar yen EU Curr. Others* 

Latin Am. 67.4 10.6 11.5 10.5 

Asia 46.3 32.7 9.6 11.5 

Eastern Europe 37.0 11.4 27.3 24.3 

Total (+Africa) 50.2 18.1 15.8 15.9 

*Includes unidentified. 
Source: World Bank and BIS, Table.ll in McCauley, the euro and the dollar, BIS, 1997. 
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Table 7: Links between MED12 and EUlS, 1995 

%of %of %of % Turism Degree of Population Exchange rate 

Exports to Imports Exports from openness millions, regime 

EU fromEU within EUI5 1996 mid 

MED12, year est. 

1994 

Algeria 62.5 66.8 3 Na 27,5 29.17 Managed float 

Cyprus 29.2 48.6 19 65.7 48,1 .74" Pegged to bask 

Egypt 52.5 40.5 13 37.2 22,0 60.60 Managed Float 

Israel 32.3 51.7 1 41.4 32,4 5.70 Managed Float 

Jordan 8.3 39.6 10 19.6 71,7 5.44" Pegged to bask 

Lebanon 17.7 43.6 13* 26.8 8,8 3.01" Flexible 

Malta 57.1 68.5 0 87.2 93,3 .37 Pegged to bask 

Morocco 61.4 54.1 5 44.1 26,9 27.62 Pegged to bask 

Syria 58.1 30.1 20* 4.2 30,4 14.19" Pegged to US$ 

Tunisia 80.1 72.3 6 50.2 44,7 8.92" Managed Float 

Turkey 49.6 52.6 8 43.8 19,5 62.69 Managed Float 

MED12 na Na 6"" Na 33.3 Na Na 

EU na na na na 28.3 na na 

Source: International Financial Statistics Yearbook, 1997; IMF, Direction of Trade Statistics, Yearbook 1997 and EE, 1997. * 
Data for 1992 instead of 1995; "refers to 1995; ""total intra regional trade as percentage of total trade (equivalent to 3 billion 
ECU). 
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Table 8: Shares of different products in exports of MED12, 1995 

Agriculture, % Minerals,% Manufacturing, % 

Algeria I 94 5 

Cyprus 22 I 77 

Egypt 9 51 40 

Israel 22 4 74 

Jordan 8 20 66 

Lebanon 16 5 91 

Malta I 5 91 

Morocco 27 16 57 

Syria 2 84 14 

Tunisia 11 8 81 

Turkey 17 4 74 

Source: European Economy, 1997 
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Table 9: Invoicing currency of trade in some MED12, 1996: 

Imports invoiced in: % Imports from EU15 

$ Vat EU15 Yen others 

Egypt 79.7 17.1 2.2 1.0 40.5 

Israel 70.4 25.3 2.5 1.8 51.6 

Morocco 46.5 49.7 1.2 2.6 

Tunisia 36.5 56.8 0.7 6.0 72.2 

Turkey 60.0 32.0 2.0 6.0 52.5 

Esports invoiced in: % Esports to EU15 

$ Vat EU15 Yen others 

Egypt 91.4 6.9 0.1 1.6 52.5 

Israel 81.2 16.7. 1.1 1.0 32.4 

Morocco 41.4 52.0 0.5 1.5 61.4 

Tunisia 38.0 50.6 0.9 10.5 80.1 

Turkey 57.0 40.0 0.0 3.0 49.5 

Source: IMF, DOTS and Central Banks. 
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Table 10 : External Debt of main debtor countries 

Total Debt Stock % long term debt %of Tourism Remittances, 

(EDT)%GDP over total debt fromEU Million US dollar 

1980 1996 1996 1995 1995 

93 

Na 

46 

Na 

65 

30 

23* 

97 

78 

90 

73 

Algeria 47.1 76.7 Na 350 

Cyprus na Na 65.7 88 

Egypt 89.2 46.3 37.2 3107 

Israel na Na 41.4 2729 

Jordan 48.4/v\ 114.3 19.6 1544 

Lebanon 29.7** 30.1 26.8 350 

Malta 8.8 29.2" 87.2 10 

Morocco 50.7 61.1 44.1 2010 

Syria 27.1 130.5 4.2 385 

Tunisia 41.6 53.6 50.2 680 

Turkey 27.4 43.4 43.8 3542 

"Data referred to 1993; * Data referred to 1991;** 1989, first available year;/\/\1988 first available year. 
Sources: Global Development Finance, 1998, country tables, World Development Report, 1997, IMF Balance of 

Payments Statistics yearbook, 1997 and European Economy, 1997. 
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Table 11 : Currency Composition of Long term debt (%) 

US dollars DM FF Yen UKpound 

1980 1996 1980 1996 1980 1996 1980 1996 1980 1996 

Algeria 41.5 38.8 9.9 7.0 10.9 16.9 13.4 12.4 2.2 1.0 

Cyprus na na na na na Na na na na na 

Egypt 73.0 35.6 4.8 11.1 5.6 19.7 4.0 12.2 1.2 1.5 

Israel na na na na na Na na na na na 

Jordan 59.6 28.6 10.6 6.9 2.0 . 9.1 1.1 23.5 6.4 7.5 

Lebanon 53.7 65.0 0.7 2.7 6.0 6.2 0.0 0.0 0.0 0.1 

Malta 10.8 30.1 23.2 7.0 3.4 0.0 0.0 14.3 6.6 1.5 

M or. 54.2 31.9 3.9 7.1 22.1 18.0 1.9 3.5 0.4 0.1 

Syria 70.0 82.7 1.5 2.2 3.6 0.7 0.3 3.1 0.2 0.7 

Tunisia 33.4 16.3 10.8 6:S 21.1 13.2 1.7 14.3 0.2 0.0 

Turkey 43.5 41.3 17.0 16.8 5.6 1.6 4.0 22.0 3.8 1.0 

Source: Global Development Finance, 1998, country tables. 
The remaining share of debt is denominated in other currencies, such as Swiss Franc, Italian Lire etc or in multiple 
currencies. 
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Table 12: Foreign Direct Investments (inflows) 

Annual av 85-90, Annual av 91-96, 1996, FDI as % gross FDI as%GDP, 

US million US million US million fixed Capital 1995 

dollars dollars dollars formation, 1995 

Algeria 6 12 4 0.1 3.3 

Cyprus 69 na 100 6.8 18.9 

Egypt 1086 612 636 7.2 23.3 

Israel 155 na 2016 7.4 23.3 

Jordao 25 2 16 2.0 9.9 

Lebaoon 4 10 80 1.9 1.9 

Malta 33 102 300 13.3 34.9 

M or. 83 414 311 4.1 9.2 

Syria 62 105 89 0.6 2.0 

Tunisia 80 382 320 6.1 22.8 

Turkey 340 757 722 2.2 3.9 

Sources: Global Development Finance, Vol. 2, 1998: Unctat, World Investment Report, 1997, Table 8.5 and 8.6 Annex 
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Table 13: Foreign Direct investments in the four largest recipients in MED12, 1995 

% ofFDI to: Egypt Morocco Israel Turkey 

from: 

Austria 0,007 0,05 0,03 1,29 

Belg-Lux -0,96 -2,08 -2,68 1,4 

Den. 0,18 0 3,06 0,16 

France 40,76 -29,36 2,54 18,57 

Germany 4,43 -0,38 9,64 15,29 

Italy 8,04 0,99 1,43 3,86 

Neth Na -1,68 5,19 21,81 

Norwey -0,27 0,43 0 Na 

Portugal 0 0 Na Na 

Spain -7,31 27,71 0,05 Na 

UK 3,45 0,9 16,87 6,28 

USA -8,28 6,45 63,08 9,01 

Japan 2,41 Na 0,78 11,08 

Switzerland 40,23 95,90 Na 10,53 

Korea 17,24 1,08 Na 0,7 

Source: OCSE: International Direct Investment Yearbook (1997), the sign minus means disinvestment 
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Table 14: Estimates of Capital flight as %GNP 

1990 1994 

Algeria 3.4 Na 

Morocco -3.8 -2.0 

Tunisia -0.4 -3.8 

Maghreb 1.0 -2.6 

Egypt -0.8 5.3 

Jordan -17.5 -6.8 

Syria 6.6 Na 

Mashreq -0.1 4.7 

Israel Na Na 

MED12 -1.8 1.3 

Source: European economy, 1997, Table 63. Positive number indicates capital outflows. 
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Resolution No. 17 
Establishing The Arab Common Market 

Passed by 
The Council of Arab Economic Unity 
on 13.8.1964 and its Amendments.' 

For implementing the provisions of the Economic Unity Agreement among the States of the Arab 
League, and desirous to achieve social progress and economic prosperity for the contracting countries, 
and to establish economic unity on sound bases of coordinated and continuous economic development 
consistent with the natural and historical links among Arab Countries, and desirous to achieve 
economic integration of the contracting parties, and the efforts for the achievement of the best possible 
conditions for developing their resources, raising the standard of living, and improving the work 
conditions. 

The Council of Arab Economic Unity decided to establish im Arab Common Market which aims at 
achieving the following bases: 

1- Freedom of personal and capital mobility. 
2- Freedom of exchange of national and foreign goods and products. 

3- Freedom of residence, work, employment and practice of economic activity. 
4- Freedom of transport, transit, use of means of transport, ports and civil airports. 

In accordance with the following provisions:-

Article I 

CHAPTER ONE 
Def"mitions and Terminology 

For the purpose of this resolution, the following terms, wherever mentioned, shall mean the following:-

1- Contracting parties 
These are the member states of the Council of Arab Economic Unity. 

2- Restrictions 
These are the administrative restrictions that are applied by any of the contracting countries to its 
imports and exports including import and export embargo, quotas, licenses, and all other similar 
trade restrictions. 

3- Custom duties and other duties 
Custom duties are those includeo m the custom tariff schedule; while other duties are all duties 
and taxes imposed on imported goods, whatever their nomenclature. The following shall not be 
considered as duties or taxes:-

a- All duties or taxes or payments imposed in return for services. 
b- All duties or taxes imposed on products or their raw materials that are imported from 

contracting countries where similar domestic products or their raw materials are subjected to 
the same duties and taxes. 

4- Agricultural and animal products and natural resources 
These are agricultural and animal products and natural resources that originate from one of the 

(1). Tbe CAEU Resolution No. 411/Paragntpb 3 datecll.l.1970 added a new Cbapter to Resolution No. 17 under tbe beading "Tbe VDifted 
c ........ Tariff''. (See Annex No. 1) 
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contracting countries and that are importe<l in natural form. 

.. 
5· Industrial products 

These are the products that are manufactured in one of the contracting countries, where the 
domestic cost of production that is generated locally, constitutes not less than 40% of the total cost 
of production. 

Imported materials that originate from any of the contracting countries are considered a part of 
the domestic cost-of production when used as inputs in a local industry. 

Article 11 

CHAPTER TWO 
General Principles 

The exchange of agricultural and animal products, natural resources and industrial products among 
contracting parties shall be freed in accordance with the principles and provisions of the following 
Articles. 

Article m 
Restrictions, duties and taxes on imports and exports that are presently in force in each of the 
contracting countries shall remain unchanged such that none of these countries impose new duties, 
taxes or restrictions, or increase the existing duties, taxes and restrictions on the exchange of 
agricultural or animal products or natural resources or industrial products among the contracting , 
countries. 

Article IV 
The governments of the contracting parties shall apply among them the principle of the" most favoured 
nation" in relation to their trade transactions with non-member countries of the Economic Unity 
Agreement, provided that the provisions of this article shall not apply to agreements presently in force. 

Article V 
Governments of the contracting countries are not allowed to impose duties or excise taxes on 
agricultural and animal products, natural resources and industrial products that are exchanged among 
them, exceeding duties or excise taxes imposed on similar domestic products or their raw materials. 

Article VI 

No export duties shall be levied on agricultural and animal products, natural resources and industrial 
products that are exchanged among the contracting countries. 

Article VII 
1 . Agricultural and animal products, natural resources and industrial products which have been • 

exchanged among the contracting countries may not be re-exported to non-member countries of 
the market without the permission of the country of origin, unless the said items undergo , 
industrialization processes giving them the status of locally manufactured goods in the importing t 
country. · · 

2. Agricultural and animal products, natural resources and locajly produced industrial products that 
are exchanged among market countries, may not be re-exported to any other member of the 
market, if the exporting country has previously granted subsidies on these items, and if similar 
local production exists in, the country to which the products are to be re-exported. 
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.. 
Article VIII 

Subsidization 
Contracting countries shall not grant any subsidy,.whatsoever, on domestic products that are exported 
to other contracting parties, where simila~ production exists in the importing country. 

Article IX 

Concessions or monopolies that are in foJce in the contracting countries shall not be- permitted to 
obstruct the application of Arab Common Market provisions. 

I 

CHAPTER THREE 
Exchange of Agricultural an(! Animal Products, and Natural Resources 

~::~:ll~wing provisions shall be applied uhtil a technical committee, formed by the Council of Arab 
Economic Unity, prepares more detailed schedules· particular for the Arab Common Market:-

1 

1- Agricultural and animal products, and natural resources that are listed in Table A annexed to the 
Agreement "Facilitating Trade Exchfnge and Organizing Transit Trade among Arab League 
States and its first three amendments", and which originate from one of the contracting countries. 
shall be exempted from custom and other duties and taxes when exchanged among these 
countries. 1· 
Agricultural and animal products and natural resources which are not included in the 
aforementioned Table, shall be subject to gradual reduction of 20% per annum of all duties and 
taxes starting the beginning of 1965. I 

2- Each of the contracting countries shall undertake to remove restrictions on these products in five 
annual stages, of 20% each year star\ing the beginning of 1965. 
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Article XJ2 

CHAPTER FOUR 
Exchange of Industrial Products 

The following provisions shall be applied until a technical committee, formed by the Council of Arab 
Economic Unity, shall prepare detailed tables particular to the Arab Common Market:-

1- Custo~s and all other duties on industrial products that originate from one of the contracting 
countnes, shall be reduced by 10% per annum, starting from the beginning of 1965. 

With regard to industrial products listed in Table B annexed to the Agreement "Facilitating Trade 
Exchange and Organizing Transit Trade and its first three amendments," and which presently enjoy a 
25% reduction in custom duties, and also the industrial products listed in Table C which presently 
enjoy a 50% reduction in custom duties, these shall be subject to the following percentage reduction~· 

(2) This article has been amended according to the CAEU Resolution No. 372,12th Session of May 19, 1968 which calls for the reduction of the 
stages of the Arab Common Market (Annex 2) and amended article XI to the following:~ 

"The foUowing text shall replace the text of Article XI of Resolution No. 17 Establishing the Arab Common Market". 

Exchange of Industrial Products 

Article XI 

1l>:e following provisions shall be applied until a technical committee, formed by the CouncU of Arab Economic Unity, shall prepare detailed 
tabks particular to tbe Arab Commun Market:· 

1- Customs and all other duties on industrial -products that originated from one of the contracting countries shaU be reduced by 100/o per 
annum, starting tbe beginning of 1965 and sbaU be increased to 20'% per anoum starting the beginning of 1969. 
Industrial products listed in Table B annexed to tbe Agreement "FaciJita~g Tra.~e Exchange and Organizing Transit Trade and its first 

three amendments,'' and which presendy enjoy 25'% reduction in custom duties and also the industrial products In TableC which presentJy 
enjoy a 50% reduction in custom duties, shall be subject to the following percentage reductions:-

Date of 
Reduction 

1.1.1!165 
1.1.1966 
1.1.1!167 
1.1.1968 
1.1.196!1 
1.1.1!170 . 

% reductions in custom 
and all other duties on 
industrial products 
listed in Table B 

3S% 
45% 
SS% 
65% 
85% 

100% 

% reductions in custom 
and all other duties on 
products 
listed in Table C 

60% 
70% 
80% 
!10% 

100% 

Z- The contnl<ting parties shall undertake to e""mpt from all restrictions indu.strial products exchanged among them in yearly stages starting 
from the beginning of 196S at a rate of 10% of tbese products and shaD be increased to 20% starting from the beginning of 1969. 
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Date of 
Reduction 

1.1.1965 
1.1.1966 
1.1.1967. 
1.1.1968 
1.1.1969 
1.1 1970 
J.l 1<J71 
1.7.1971 

I 

% reductions in custom 
an~ all other duties on· 

industrial products 
1 listed in Table B 

35% 
45% 
55% 
65% 
75% 
85% 
95% 

100% 

% reductions in 
custom and aU 
•ther duties on 
products listed 

in Table C 

60% 
70% 
80% 
90% 

100% 

The contracting parties shall undertake to exempt from all restrictions the industrial products that 
are exchanged among them in yearly sdges starting the beginning of 1 965 at a rate of 1 0% of these 
products. 

CHAPTER FIVE 
Common Provisions 

Article Xll3 

Each of the contracting countries shall submit to the Council of Arab Economic Unity. two months 
I 

prior to the commencement of every annual stage of the Arab Common Market the following: 

2 

A list of agricultural and animal produbts and natural resources which it shall actually liberate 
during the next ~tage and which reprejent 20% of these products. 

A list of industrial products which it shall actually liberate during the next stage and which 
represent 10% of these products. 

Article xm . 
1 

Each contracting party shall submit to the Council of Economic Unity, not later than the first of 
November, 1964, the following lists:-

I . A complete list of all restrictionsimposed on imports or exports of: 
- Agricultural and animal products ahd natural resources. 
- Industrial products. 

1 

2. A complete list of custom duties and other taxes and duties imposed on imports and exports. 

3. A complete list of all excise taxes and duties levied on industrial, agricultural and animal products. 

4. A complete list of all duties charged fot services. 

·, A complete list of all domestic products t~at are. subsidized in any form, anl:l the amount of subsidy. 
The Council of Economic Unity shall be informed of all changes that will be made on this list. 

I 
(3) Paragraph 2ofthlsartlcle has been a..,nded aa:ordlngto the last poragrapboftbe CAEU ilelolutlonNo. 372ofMay 19,1!168(Annn 2) 

wblcb states In relation to_ Artlde XU tbe following: 

"Also tbe followlnll test sball repla<e tbe ten of poragrapb 12 of Article XU ofilelolutlon No. 17 Establllblng tbe Arab CoiDIDOII Market. 

2. A list of Jnclustrial products wblcb it sball actually Uberate durlnil tbe next stage and wblcb represent 10% of these products and 

20% of these products starting tbe beginning of 1969". <r· 2). 
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Article XIV 
Each contracting party is entitled to apply to the Council of Economic Unity for the exclusion of certain 
pro_ducts from the duty and tax exemptions or the reductions in duties and taxes that are applied to 
them and their exclusion from removal of restrictions for serious and justifiable reasons. The Council 
of Economic Unity shall have the power to approve such exclusion andto limit its duration to a specific 
period of time not to exceed the period of exemption stages. 

Article xv• 
Certificate of Origin 

All goods which enjoy exemption or customs preference must be accompanied by a Certificate of 
Origin issued by a competent governmental authority. 

The Certificate of Origin for industrial products shall be drawn up as follows: 

··I certify that the goods hereinmentioned are of ....... origin and that the domestic cost of production 
thereof, including materials originated from one of the contracting countries of the Arab Common 
Market, constitutes at least 40% of the total cost of production". 

Custom authorities in each of the contracting countries shall have the power to take all the necessary 
measures to ensure the conformity of the products with the Certificate of Origin. 

Article XVI 

CHAPTER SIX 
Settlement of Current Transactions 

Among Contracting States 

Until the contracting parties establish an Arab Payment Union and an Arab Monetary Fund to achieve 
mutual convertibility of their currencies, the following provisions shall be applied: 

l. Payments for goods and services exchanged among the contracting countries shall be settled in 
compliance with the bilateral payment agreements that are presently in force among them. 

2. Where no bilateral payment agreement exists between any two of the contracting parties, 
settlement of current transactions shall be made in U .S. dollars, sterling pound, or in any other 
convertible currency that is acceptable by both parties concerned. Under such circumstances, 
each of the countries undertakes to permit the transfer, without delay, of all amounts due to the 
exporting country. 

(4) Trus Article has beea amended according to paragraph I or the CollllCD or Arab Economic Ualty Resolution No. 319 of May 19, 1!168, aad 

• 

paragraph 4-2 of tbe CoWICil's ~so~ution No. 780 of Juoe 7, 1978, whose text i.itbe following:- (AnneRS 3 and 4) if' 
Paragrapb I, Resolution No. 319 or ~y 19, 1968:· 

Tbe. following statement shall replace the statement written ID the previous Cer1Jficate of Origin uand that the perceu.tage of domestic raw 
materials and labour coasdtutes at le~ 40% of the total cost of ~uctlon". 

Paragraph 4-2, Resolution No. 780 of June 7, 1978:-

" Adoptloaortbe DOW form of the Certlllcate ororigla (alla<becl) to be used by the member statea or the CouocUof Arab Economic Ualty lllld 
to replace the form presently in use". · ' 

Tbe oe~ form for ~ Certificate of 0~- is sbown in AnDu S. 
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CHkERSEVEN 
Exec4tive Provisions 

Article xvn 
I 

I 

In fulfilment of the provisions of article XII ?f the Economic Unity Agreement among Arab League 
countries, the contracting parties shall implement the provisions of this resolution in accordance with 
the constitutional principles in their respectiVe countries. 

Issued in Cairo, Thursday, the fifth day of R1abi'i Al-Thani, the year 1384 of Hijra, which coincides 
with the thirte.enth day of August, the year 191/4 A. C., in the Second Ordinary Session of the Council of 
Arab Economic Unity. · 

I 

NEW CHAPTER 1 
I 

The Unified Customs Tariff 
I 

1- Customs legislation and regulations ~hall be unified during a five-years period starting the 
beginning of 1965. 

1 

2- Customs and other duties imposed by the contracting states on imports from other states 
shall be unified during a five-years period starting the beginning of 1970, in successive 
stages and according to the steps drawn by the Council of Arab Economic Unity in this 
respect. I 

3- The implementation of tariff unification shall start on 1 anuary 1, 1972. 

(1) This new chapter has been added by the Couocil's· ~lution No. 411 of February 2, 1970, the text of wbicb is the followin&:~ 
I 

"Adding a new chapter to the Resolution of the Arab Common Market to which tbe provisions of Council's llesoludon No. 19 shall be 
transferred. The new chapter shall be titled (Tbe Uniqed Customs Tariff), and shall state that the implementation oftarifl'uolfkation 
shall begin on January 1, 1972". ' 

The text of Resolution No. 19 of August 13, 1964 is ~ foUowing:· 
"The Cowtcil has decided to refer tbe following two s

1

ubjects to the Customs Committee to study them:· 

1· .Unification of custom legislation and Rgulations 1during a five-yean period starting the beginning of 1965. 

Z.. Unlfication of custom and other duties imposed by tbe contracting states on imports from other states during a the--years period 
starting the beginning of 1970, in successive st.agts according to lbe steps drawn by the CouncU of Arab Economic Unity iD this 
respect". 
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Resolutions passed by the Council of Arab Economic Unity 

for the amendment of the provisions of 

The Arab Common Market Resolution No. 17, 1964. 



• 

ANNEX (1) 

The Unified Customs Tariff 

Resolution No. 411, paragraph 3, dated February 2, 1970. 

The Text 

"Adding a new chapter to the Resolution of the Arab Common Market to which the provisions of the 
Council's Resolution No.19 shall be transferred. The new chapter shall be titled (The Unified Customs 
Tariff) and shall state that the implementation of tariff unification shall begin on January 1. 1972." 

ANNEX (2) 

Reducing the Stages of the Arab Common Market 

Resolution No. 372 dated May 19, 1968. 

The Text 
.. The Council, 

Upon reviewing the proposal of the Republic of Iraq concerning the reduction of the stages of the 
Arab Common Market, the opinions of niember states in this respect and the memorandum of the 
General Secretariat on this subject, and since- it has become clear to the Council that according to the 
programme drawn in compliance with Articles X and XI of Resolution No. 17 concerning the stages of 
reducing customs duties and other duties, and also administrative restrictions on agricultural, and 
industrial goods produced in member countries and exchanged among them, it has become apparent 
that:-

a- The agricultural and animal products, and natural resources listed in Table A annexed to the 
Agreement on" Facilitating Trade Exchange and Organizing Transit Trade and its amendments" 
have already reached the stage of complete exemption. Products that are not listed in the 
aforementioned table shall reach complete exemption according to the drawn programme on 
January 1, 1969. 

b- The industrial goods listed in Table B annexed to the Agreement" Facilitating Trade Exchange 
and Organizing Transit Trade and its amendments" have reached the stage of65% exemption and 
shall reach the stage of complete exemption according to the drawn programme on July 1, 1971 . 

The industrial goods listed in Table C have reached the stage of90% exemption and shall reach the 
stage of complete exemption according to the drawn programme on January 1, 1969. 

Other industrial goods not listed in the two aforementioned tables have reached the stage of40% 
exemption and shall reach complete exemption on January 1, 1974 according to the drawn 
programme. 

And, believing in the advancement of the Arab Common Market and the liberation of trade 
exchange among member countries at the highest possible speed, the Council decides: 

One:- To reduce the stages of trade liberation of industrial products whose origin is the member 
states and to increase the percentage of this liberation as follows:-

!- On industrial products listed in Table B, the percentage of custom exemption to administrative 
restrictions shall be increased from 10% to 20% on January 1, 1969 and to 15%on January I, 
197 0 instead of January 1, 1971. 

2- On other industrial products, the percentage of customs exemption to administrative 
restrictions shall be increased from 10% to 20% annually starting January 1, 1969 so that 
complete exemption is attained on January 1, 1971 instead of January 1, 1974. 

13 



Two:- On agricultural and animal products, and natural resources not listed in Table A annexed to 
the Agreement on" Facilitating Trade Exchange and Organizing Transit Trade", and also on 
industrial products listed in Table C, the percentage of exemption shall be left unchanged, • 
since according to the present programme, they shall reach the limit of complete exemption on 
January 1, 1969. 

Three: Article XI of Resolution No. 17 shall be amended in the aforementioned manner 
(the amendment of articles XI and XII is annexed). 

Four: The implementation of reducing the stages of trade liberation shall be carried out provided the 
Member States remove all restrictions that obstruct trade in the paragraphs referred to. States 
that have a monetary budget system undertake to allocate sufficient monetary quotas for 
importation from other countries. 

Amendment of Articles XI and XII 
of Resolution No. 17 

The following text shall replace the text of article XI of Resolution No. 17 establishing the Arab 
Common Market. 

Exchange of Industrial Products 

Article XI 

Until Tables especially made for the Arab Common Market are prepared by a technical committee to 
be formed by the Council of Arab Economic Unity, the following provisions shall be applied:-

1- Customs and all other duties on industrial products whose origin is from one of the contracting 
countries, shall be reduced by 10% per annum, starting the beginning of 1965, and shall be 
increased to 20% per annum starting the beginning of 1969. 

Industrial products listed in Table B annexed to the Agreement" Facilitating Trade Exchange and 
Organizing Transit Trade and its first three amendments", and which presently enjoy 25% 
reduction in custom duties, and also the industrial products listed in Table C which presently 
enjoy 50% reduction in custom duties, shall be subject to the following percentage reductions:-

Date of 
Reduction 

1.1.1965 
1.1.1966 
1.1.1967 
1.1.1968 
1.1.1969 
1.1.1970 

reductions in custom 
and all other duties 

on industrial products 
listed in Tab'e B (%) 

35%. 
45% 
55% 
65% 
85% 

100% 

reductions in custom 
and all other duties 
on products listed 
in Table C (%) 

60% 
70% 
80% 
90% 

100% 

2- The contracting parties shall undertake to exempt from all restrictions the industrial products 
exchanged among them in yearly stages starting the beginning of 1965 at a rate of 10% of these 
products to be increased to 20% starting the beginning of 1969. 
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Also, the following text shall replace the text of paragraph, 2 of article XII of Resolution No. I 7 
establishing the Arab Common Market. 

3- A list of industrial products which they shall actually liberate during the next stage which represent 
I 0% of these products, and represent 20% of these products starting the beginning of 1969 

ANNEX (3) 

The Certificate of Origin 

Resolution No. 319 paragraph I, dated May 19, 1968. 

The Text 
"The following statement shall replace the statement that was written in the previous Certificate of 
Origin (and that the percentage of domestic raw materials and labour constitutes at least 40% of the 
total cost of production)". 

ANNEX (4) 

Resolution No. 780 paragraph (4-2) dated June 7, 1978 

The Text 

.. Adoption of the new form of the Certificate of Origin (attached) to be used by the member states of 
the Council of Arab Economic Unity and to replace the form presently in use". 

A certificate of origin that conforms to the new form is shown in Annex (5 ). 
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ANNEX (5) 
Certificate of Origin 

Number ....................................................... (2) 

State: ........................................................... . 

Certificate of Origin issued 
by .................................................................. . 

Name, address, and country of exporter 

.......... ........ ················································· (1) 

Marks and 
Numbers 

(5) 

Number and 

Type of 

Parcels 

Name and address of importer (3) 

Country of destination ..................................... . 

Type of vehicle ............................................... (4) 

Bill of Lading number ...................................... . 
Date of shipping ............................................... . 

Type of goods Weight 

Gross Net 

(6) 

(7) .................. testifies that the goods whose details are given above are of... ............. origin, and that 
the percentage of domestic raw materials and labour constitutes .............. of the total cost of 
production. 

Written on ....................................... Year ................. (8) 

Signature and stamp of 
authority issuing the 
certificate 

16 
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authority 
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La Resolution du 

Conseil de L'Unite EconomiqueArabe 

creant le 

Marche CommunArabe 

•• 



La Resolution N17 du 13/8/1964 et ses amendements du Conseil de !'Unite Economique Arabe 
creant le Marche Commun Arabe1 

En execution des clauses de la convention de !'Unite Economique Arabe entre les Etats de la 
Ligue Arabe, 

Le Conseil, 

Desireux de favoriser le developpement social, de promouvoir I' essor economique des parties 
contractantes, d'asseoir !'unite economique sur des assises saines de developpement economique 
harmonieux et continu, compatible avec les liens naturels et historiques existants entre elles. 

Desireux de realiser !'integration economique, les parties contractantes decident d'unir leurs 
efforts en vue de creer les meilleures conditions susceptibles de developper leurs richesses, d'accroitre 
te niveau de vie et d'ameliorer les conditions de travail. Le Conseil de !'Unite Economique Arabe 
decide de creer un Marche Commun Arabe, ayant pour but la realisation des principes suivants: 

1) Liberte de circulation des personnes et des capitaux. 

2) Liberte d' echange des marchandises et des produits nationaux et etrangers. 

3) Liberte de sejour, de travail, d'emploi et d'activite economique. 

4) Liberte de transport, de transit et liberte d'utiliser des moyens de transport, des ports et 
d' aeroports civils. 

Ceci conformement aux dispositions suivantes: 

Article I 

CHAPITRE I 
Deimitions et Terminologies 

Par la terminologie suivante ou qu'elle soit employee, on entend: 

1) Les Parties Contractantes: Les Etats membres du Conseil de !'Unite Economique Arabe. 

2) Les Restrictions: Ce sont les restrictions administratives appliquees par l'un des Etats des parties 
contractantes pour ce qui est de ses importations et exportations y compris la defense d'importer 
et d' exporter ou !'obligation de subordonner cette double operation a des contingents determines 
ou a des licences ainsi que d' autres mesures imposees aux echanges commerciaux. 

3) Droits de douane et autres droits: Les droits de douane sont ceux qui figurent dans la nomenclature 
du tarif douanier. Quant aux autres droits ce sont les impi)ts et taxes qui frappent les marchandises 
importees quelle que soit la diversite de leur appelation. 

Ne sont pas consideres comme des droits ou taxes: 

a) Les taxes, impi)ts, ou salaires retribuant des services. 

b) Les taxes et impi)ts qui frappent les produits ou leurs·matieres premieres importees des Etats 
des parties contractantes lorsque leurs produits locaux ou leurs matieres premieres sont assujettis 
aux memes droits et taxes. 

4) Les produits agricoles et animaux ainsi que les richesses naturelles: On entend par produits 
agricoles, animaux et par les richesses naturelles, ceux qui sont originaires d'un des etats des 
parties contractantes, et qui sont linportes dans leur etat nature!. 

5) Les produits industriels: Ce sont les articles fabriques dans I' un des Etats des parties contractantes 
a un prix de revient local de 40% inferieur au prix de revient global. 

(1) La Resolution N"411 paragrapbe 3 du 112/1970 du Conseil de I' Unite Economique Arabe, stipule l'addition d'Wl nouveau cbapitre 8 la 
Resolution N'l7 portant le titre "Tarif Douanier Un.ifie" (le nouveau chapitre se trouve en anneu n"l) 
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Font partie du prix de revient local: les matieres importees, originaires d' une des parties 
contractantes et utilisees dans une industrie locale. 

Article 2 

CHAPITRE 11 
Principes Generaux 

La Liberation des echanges des produits agricoles et animaux, ainsi que les richesses naturelles et 
h:s produits industriels entre les parties contractantes conformement aux principes et aux regles pn\vus 
dans les articles suivants. 

Article 3 

Les restrictions actuellement en vigueur dans chacune des parties contractantes ainsi que les 
divers taxes et impots ill' importation et ill' exportation seront fixes definitivement de fa!!on q u' aucune 
des parties ne puisse etablir une nouvelle taxe, un nouvel imp6t ou une nouvelle restriction, ni majorer 
les taxes et les imp6ts existantsou augmenter les restrictions prevus sur I' echange des produits agricoles 
et animaux ainsi que les richesses naturelles ou les produits industriels, echanges entre les Etats 
contractants. 

Article 4 

Les Gouvernements des parties contractantes appliqueront entre eux la clause de la nation la plus 
favorisee dans leurs echanges commericaux avec les Etats non membres de la Convention de I' Unite 
Economique: ou le contenu de cet article ne s'applique pas aux accords en vigueur. 

Article 5 

Les Gouvernements des Parties contractantes ne peuvent imposer des droits ou taxes interieurs 
surles produits agricoles, animaux, les richesses naturelles et sur les produits industriels echanges entre 
eux, qui soient superieurs a ceux qui sont imposes aux produits locaux equivalent ou a leurs matieres 
premieres. 

Art.icle 6 

Les produits agricoles et animaux ainsi que les richesses naturelles et les produits industriels 
echanges entre les parties contractantes ne sont assujettis a aucun droit de douane a I' exportation. 

Article 7 

1) Les produits agricoles et animaux ainsi que les richesses naturelles et les produits industriels 
echanges entre les parties contractantes ne peuvent etre reexportes en dehors du marche qu' apres 
autorisation de l'etat exportateur a moins qu'ils n'aient subi dans l'etat importateur des operations de 
transformation industriels leur conferant la qualite de produits industriels locaux dans l'etat 
importateur. 

2) Les produits agricoles et animaux ainsi que les richesses naturelles et les produits industriels 
nationaux echanges entre les Etats du Marche si l'Etat exporteur leur a precedemment accorde une 
prime alors qu'il existe une production interieure e"quivalente dans le pays auquelles produits sont 
reexportes. 
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Article 8 

Les primes de soutien: 

Aucun Etat des Parties Contractantes peut accorder une prime de soutien queUe qu' en so it la 
nature, a ses exportations de produits nationaux aux autres parties contractantes si les pays 
importateurs disposent d'une production similaire au produit en faveur duquella prime est accordee. 

Article 9 

Les privileges et monopoles en vigueur dans les Etats des parties contractantes ne peuvent faire 
obstacle a I' application des dispositions du Marche Commun Arabe. 

CHAPITRE Ill 
Echange des produits agricoles et animaux et les richesses naturelles 

Article 10 

J usqu' ace que les tableaux plus detailles soient etablies pour le Marc he Commun Arabe par une 
commission technique formee par le Conseil de I' Unite Economique Arabc, les dispositions suivantes 
seront appliquees: 

1) Les produits agricoles et animaux ainsi que les ressources naturelles figurant au tableau" A'" 
(en annexe de la Convention pour faciliter les echanges commerciaux et organiser le commerce de 
transit entre ·les Etats de la Ligue Arabe ainsi que ses trois premiers amendements) originaires d' un des 
Etats des parties contractantes seront exemptes des droits de douane et autres lors de leurs echanges 
entre les parties contractantes. 

Quant aux produits agricoles et animaux et les ressources naturelles ne figurant pas au tableau 
mentionne ci-dessus, feront l'objet d'une reduction graduelle des tousles droits et taxes de l'ordre de 
20% par an, a partir du premier Janvier 1965. 

2) Chacun des Etats des parties contractantes s' emploira a liberer ses produits des restrictions 
auxquelles ils sont assujettis, en cinq etapes annuelles a partir du Ier Janvier 1965, a un taux de 20%. 
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CHAPITRE IV 
Echange des Produits lndustriels2 

Article 11' 

Jusqu'a ce que des nomenclatures plus detaillees pour le Marche Commun Arabe soient etablies 
par une commission formee par le Conseil de !'Unite Economique Arabe, les dispositions suivantes 
seront appliquees: 

1) Les droits de douane et to us les autres droits sur les produits industriels originaires d' un des 
Etats des parties contractantes seront reduits a raison de 10% par an, a partir du 1er Janvier 1965. 

Quant aux produits industriels figurant au tableau" B" en annexe de la Convention pour faciliter 
les echanges commerciaux et I' organisation du Commerce de transit et ses trois premiers amendements 
et jouissant a l'heure actuelle d'un abattement de 25% sur les droits de douane ainsi que les produits 
industriels figurant au tablau "C" et jouissant a l'heure actuelle, d'une reduction de 50% sur les droits 
de douane, les taux de reduction leur seront appliques conformement au tableau suivant: 

(l) Cet article a ete modiilt par la Resolution du ConseU de I' Unite Economique Arabe N'372/Cll du 19/5/1968 stipulant la riductiOn des 
ttapes du Marche Commun Arahe (annexe N'l). Le texte de la Resolution concernant l'article 11 est le suh'ilnt: "Le texte qui suit 
remplacera le texte de l'article 11 de la Resolution N't71nstituant le Man:he Commun Arabe. 

Echange des produits lndustriels 

Anicle 11 

Jusqu'& ce que des nomenclatures plus ditallltes et specifiques au Marche Commun soient itablies par une commission tuhnique formt!e 
par le ConseU de I'Unlte Economique Arabe, les dispositions sulvantes seront appliquees: 

t- Les droits de douane et tousles autres droits sur les produits industriels orlginaires d'un des Etats des Parties Contractants seront rtduits 
a raison de 10% par an, a partlr du ler Janvier 1965, et a raison de 20% a partir du ler Janvier 1969. 

Quant aux produits industriels figurant au tableau "8" en annexe de la Convention pour faciliter les ~hanges commerciaux et 
)'organisation du commerce de transit et ses trois premiers amendements etjouissant 8 l'heure actueUe d'un abattement de 25% sur les droits de 
douane ainsi que les produits industriels f~gur&nt au tableau ''C" etjouissant 8 l'heure actuelle d'une n!du·cuon de 50% sur les droiu de douane, 
les taux de reduction leur seront appliques conformement au tableau suivant: 

Date de 
la n!duction 

11111965 
111/1!166 
111/1967 
11111968 
111/1969 
11111970 

Pourcentage de reduction 
pour les drofts de douane 
et autres sur les produits 
industriels r~~:urant au 
tableau "8" ' 

35% 
45% 
55% 
6So/o 
85% 

100% 

pourcentage de riduction 
pour les droits de douane 
et autres sur les produits 

flgurant. au tablaeu "C" 

60% 
70o/o 
80% 
90o/o 

100% 

l .. Les Etats Contractant.s exempteront, par etapes annueUes, 1es produits lndustriels ichanges, mentionnes ci-<lessus des listriction1 
auxqueUes ils soot assujettis a raison de 10% a partlr du ler Jaovier.1965, et a raison de 20% a partlr du ler Janvier 1969. 
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Date de 
la n!duction 

1/1/1965 
1/1/1966 
1/1/1967 
1/1/1968 
1/1/1969 
1/1/1970 

Pourcentage de reduction 
pour les droits de douane 
et autres sur les produits 
industriels figurant au 
tableau "B" 

35% 
45% 
55% 
65% 
85% 

100% 

Pourcentage de reduction 
pour les droits de douane 
et autres sur les produits 
figurant au tableau "C' 

60% 
70'>;~ 

80% 
90% 

100% 

2) Les Etats Contractants exempteront par etapes annuelles les produits industriels echanges, 
mentionnes ci-dessus, des restrictions auxquelles ils sont assujettis, a raison de 10%, a partir du 
ler Janvier 1965. · 

Article 123 

CHAPITRE V 
Dispositions Communes 

Deux mois avant le debut de chaque etape annuelle du Marche Commun Arabe, tout Etat 
contractant devra deposer au Conseil de I' Unite Economique ce qui suit:-

I) Une liste des produits agricoles et animaux ainsi que des richesses nat1,1relles qu'il liberera 
effectivement des restrictions au cours de l'etape suivante lesquels representeront 20%. 

2) Une liste des produits industriels qu'illiberera effectivement des restrictions au cours de l'etape 
suivante lesquels represenle(lt 10%. 

Article 13 

Dans un delai ne depassant pas le Ier Novembre 1964, chacun des Etats Contractants deposera au 
Conseil de I' Unite Economiqtie, les listes suivantes: 

1) Une lisle recapitulative des restrictions appliquees a !'importation ou a !'exportation des: 

- Produits agricoles et animaux ainsi qu' aux richesses naturelles. 

- Produits industriels 

2) Une liste recapitulative des droits de douane et autres impositions appliquees a I' importation ou 

• 

-· 

a I' exportation. ~ 

3) Une liste recapitulative des droits internes appliques il ses produits industriels, agricoles et 
animaux. 

(3). Le deux.Wme paragraphe de cet article a ete modifle d'apris le dernier paragnphe de la Resolution du Consell de I'Unite Etonomique 
Arabe N'372 du 19/511968 (Annexe N'l). 

Le texte de la Resolution concemant !'article ll est le suh·ant: "AJnsi le teste qui suit rem~ te·dew&me paragrapbe de l'article 1l de 
la Resolution N'17, instituant le Marcbe Common Arabe: · 
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4) Une Iiste recapitulative des droits qu'il pers;oit pour services rend us. 
·· 5) Une liste recapitulative des produits nationaux qui jouissent de primes d' encouragement quelle 

qu'en soit la nature et la valeur. Le Conseil de !'Unite Economique sera mis au courant de toute 
modification apportee a cette liste. 

Article 14 

Chacun des Etats contractants a le droit de presenter au Conseil de !'Unite Economique une 
demande visant a soustraire certains produits de !'exemption ou de la reduction des droits et des taxes 
et de la liberation des restrictions pour des motifs serieux j ustifiant la-dite exception. 11 appartient au 
Conseil de !'Unite Economique d'approuver celle-ci et d'en fixer l'effet par un delai defini ne 
depassant pas la periode d' echelonnement. 

Article 15' 

Certificat d'origine: 

Toute marchandise jouissant d' une franchise ou du re game douanier preferentiel do it etre 
accompagnee d'un certificat d'origine emanant d'une autorite gouvernementale competente. 

Pour ce qui est des produits industriels, le certificat d'origine devra etre redige de la facon 
suivante: 

Je certifie que les articles mentionnes sont originaires de .......... et que le prix de revient local y 
compris le prix des matieres arabes originaires d'un des Etats membre du Marche Commun Arabe, 
totalise 40% au moins du prix de revient global. 

Les autorites douanieres dans chacun des Etats contractants peuvent prendre les mesures 
permettant de s'assurer que la marchandise est conforme au contenue du certificat d'origine. 

Article 16 

CHAPITRE VI 
Regularisation de la Valeur des Echanges 

Commerciaux Entre les Etats Contractants 

Jusqu'a qu'une Union Arabe des Paiements et qu'un Foods Monetaire Arabe pour les parties 
contractantes soient crees de facon que leurs monnaies so"ient convertibles entre elles, les dispositions 
suivantes seront appliquees: 

1) La regularisation des paiements concernant la valeur des marchandises et des services echanges 
sera fait entre les parties contractantes, conformement aux accords bilateraux de paiement en vigueur 
entre elles. 

(4) Cet lll'lkle a ete modifli par le pal'll&l'1lphe I de la Re.olutlon du ConseU de I' Unite Economique Arabe N'319 du 19/S/1968 et port le 
pal'll&l'1lphe 4 allnea 2 de I& Resolution du ConseU N'780 du 7/6/1978 (annexe N'J et 4). 

Lo Reoolutlon N319/perasraphe I du 19/S/1968: "Lo pbraseoulvante ramplaeeracelle exlllante dons le cerlillcat d'•ri&lne• la port des matiOno 
pnmiel'ei et de la maiJi..d'oeuvre locale reprilieote au moins 40% dU: coiit lolal de production." 

Lo Resolution N'780 • perasraphe 4 alinta 2 du 7/611978•· "L'adoptlon du nouveau rormulalre pour le certllleat d'ori&lne (en annexe) qui 
mnplaeera le l'ormulaln! en ltllii&O et qui oera ldlllaO dons le cadre des Etata d_u conoeU de I'UDlle Ecooomlque Arabe. 

Le DOUveau formulaire du certllkat d'orfaioe • trouve ea auoexe N'S. 
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2) En. !'absence ·d'un accord de paiemant bilateral entre deux des Etats contractants, la 
regularisation des paiements figurant a l'alinea I ci-dessus se fera en dollars americains, en livre sterling 
ou en toute autre monnaie convertible d~ment agree par les deux'parties concernees. 

Dans ce cas. chacun des deux Etats s· engagera a permettre le transfert de toutes les sommes dues 
au pays exportateur sans le moindre retard. 

Article 17 

CHAPITRE VII 
Dispositions Executives 

En execution de I' article 12 de la Convention de I' Unite Economiq ue entre les Etats de la Ligue 
Arabe et les parties contractantes appliqueront les dispositions figurant dans la pn!sente Resolution, 
conformement aux regles constitutionnelles en vigueur dans chacune d'elles. 

Fait au Caire,le Jeudi 5 Rabi El-Thani 1384 (i3 Aout 1964) pendant la deuxieme session du 
Conseil de I' Unite Economique Arabe. 

NOUVEAU CHAPITRE 1 

Le TarifDouanier Unifie 

1 ) L' unification des legislations et des systemes douaniers dans 5 ansa partir du ler Janvier 1965. 

2) Unification des droits douaniers et autres droits pour les Etats membres contractants. (Tarif 
Exh!rieur Commun) vis a vis des autres Etats, et ceci par eta pes successives dans 5 ans, a partir du ler 
Janvier 1970, !'unification. se fera selon les procedures que fixera le Conseil de I' Unite Economique 
Arabe. 

3) Commencement del' unification du tarif au I er Janvier 1972. 

(11 Ce nouveau chapitre a ete rajoute d'apres la Resolution du CounseU N'411 du 11211970 dont le texte est le suivant' ~·lnstrer un nouveau 
c:hapitre 8 la Resolution du Marc he Commun Arabe, dans lequel figurerontles dispositionsdtees dans la Resolution du ConseU Nl9. Le litre de 
« nouveau chapitre est (le tarif dounaier unifte) il stipule que le commencement de l'extcution de l'unifk:adoo du tarif doit avolr lieu le '1er 
Jan•ier 197l." V 
Quanti. 1a Resolution N't9 du 131811964 pricite, le texte est~ suivant: 

ULe 'Conseil decide de porter les deux sujets suivants a la Commission Douaniere pour les etudller.· 

I) Unification deslegislations et des systemes douaniers clans Sans ai partlr du Jer Janvier 1965. 

2) Uniftcation des droits douaniers et autres droits pour les Etats members contractants vis i. vis des autres etats et ceci par etapes successives 
dans 5 ans 8 panir du ,ler Janvier- 1970; I' unification sr Cera selon ~ proced~ que fixera le Conseil de l'Unite Economique Arabe." 
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Annexe N'l 

Le Tarif Douanier Lnir.e 

Le texte de la Resolution N"41J/ paragraphe 3 du 2/2/1970: 

"lnserer un nouveau.chapitre a la Resolution du Conseil N"19. Le titre de ce nouveau chapitre est 
(le Tarif Douanicr Unifie), il est stipule que le commencement de !'execution de !'unification du tarif 
do it a voir lieu au Ill /1972 ." 

Annexe N'2 

Reduction des Etapes du .Vlarche Commun Arabe 

La Resolution 372 du 19/5/J96X 

"Le Conseil, 

Considerant la proposition de la Republique lrakienne concernant la reduction des etapes du 
.VI arc he Commun Arabe, et les points de vue des Etats membres, et le memorandum du Secretariat 
General sur ce sujet; 

Vu le programme prevu selon les deux articles I 0 and 11 de la Resolution I 7, concern ant les 
eta pes de reduction des droits douaniers et autres droits, et les restrictions d'ordre administratif sur les 
articles et produits agricoles et industriels fabriques et echanges dans les pays membres, il s' avere que: 

a- Les produits agricoles et animaux et les rich~sses naturelles figurant au tableau" A" annexe a la 
Convention de faciliter les echanges coinmerciaux et !'organisation du commerce de transit et ses 
amendements, beneficient de !'exoneration complete, alors que les produits non mentionnes dans le 
tableau" A" en beneficieront entierement selon le programme au !er Janvier 1969. 

b- Les produits industriels figurant au tableau ··B" en annexe a la Convention de faciliter les 
echanges commerciaux et !'organisation du commerce de transit et ses amendements beneficient (l' une 
exemption de rordre <.le 65% et en beneficieront entierement, selon le programme prevu au !er Juillet 
1971. 

Les produits industriels figuFant au tableau "C" beneficieront d'une exemption de l'odre de 90% 
et en beneficieront entierement, seton le programme dessine au !er Janvier 1969. 

Les produits industriels, non mentionnes aux deux tableaux cites ci-dessus beneficient d' une 
exemption de l"ordre de 40% et en beneficieront entierement au !er Janvier 1974 selon le programme 
dessine. 

Croyant en faire avancer le Marche Commun Arabe et en liberer les echanges commerciaux le 
plus rapidement entre les pays membres. 

Le Con se il decide: 

Premierement: Reduction des etapes de la liberation des echanges commerciaux des produits 
industriels originaires d' un des Etats membres et I' augmentation du taux de cette liberation eo m me 
indique ci-dessous:-

1) Le taux d'exoneration douaniere des restrictions administratives, pour les produits industriels 
figurant au tableau "B" passe de !0% a 20% au !er Janvier 1963, et a 15% au 1er Janvier 1970, 
obtenant ainsi !'exoneration complete au 1er Janvier 1970 au lieu de 11111971. 

2) Le taux d'exoneration douaniere des restrictions administratives pour les autres produits 
industriels, passe de !0% a 20% par an, a partir du !er Janvier 1969 obtenant ainsi !'exoneration 
complete au !er Janvier 1971 au lieu de 11111974. 

Deuxiemement: En ce qui concerne les produits agricoles et animauxet les rkhesses naturelles non 
mentionnes au tableau" A" en annexe a la Convention pour faciliter les echanges commerciaux et 
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!'organisation du Commerce du transit, et les produits industriels figurant au tableau "C', le taux 
d'exoneration est maintenu a son niveau actuel, du fait que le programme en cours mime a 
!'exoneration complete au 1er Janvier 1969. · 

Troisiemement: Modifier I' article ll de la Resolution 17 selon la forme ci-dessus (la modification 
de I' article 11 et 12 en annexe). 

Quatriemement: Pour reduire les etapes de la liberation des echanges commerciaux, les etats 
devront lever toutes les restrictions qui constituent un obstacle au commerce, mentionnes dans les 
articles ci-dessus. Les etats qui sui vent le systeme de budget de tresorerie doivent accorder des quotes 
parts suffisants pour !'importation des produits des autres pays. 

Modification de !'article 11 et 12 de la Resolution N'17 

Le texte suivant remplacera le texte de I' article 11 de la Resolution N°17. 

Echange des produits industriels 

Article 11 

J usq u' ace que des tableaux plus detailles et specifiques au Marc he Commun Arabe soient etablies 
par une commission technique formee par le Conseil de I' Unite Economique Arabe, les dispositions 
suivantes seront appliquees: 

1) Les droits de douane et tousles autres droits sur les produits industriels originaires d'un des 
Etats des parties contractantes seront reduits.il raison de 10% par an, a pc.rtir du 1er Janvier 1965, et a 
raison de 20% a partir du 1er Janvier 1969. 

Quant aux produits industriels figurant au tableau "B" en annexe de la Convention pour.faciliter 
les echanges commerciaux et !'organisation du commerce de transit, et ses trois premiers amendements 
jouissant a l'heure acutelle d'un abattement de 25% sur les droits de douane ainsi qui les produits 
industriels figurant au tableau "C' jouissant a l'heure actuelle d' une reduction de 50% sur les droits de 
douane, les taux de reduction leur seront appliques conformement au tableau suivant: 

Date de la 
reduction 

11111965 
11111966 
11111967 
11111968 
11111969 
11111970 

Pourcentage de la reduction 
des droits de douane, ainsi 
que les autres taxes sur les 
produits industriels; figurant 
au tableau "B". 

35% 
45% 
55% 
65% 
85% 

100% 

Pourcentage de la reduction des 
. droits de douane, et autres taxes 
sur les produits figurant au 
tableau "C' 

60% 
70% 
80% 
90% 

100% 

2) Les Etats contractants exempteront par etapes annuelle les produits industriels echanges 
mentionnes ci-dessus des restrictions auxquelles ils sont assujettis a raison de 10% a partir'du 1er 
Janvier 1965. et a raison de 20% a partir du 1er Janvier 1969. 

Ainsi le texte suivant remplacera le deuxieme paragraphe de I' article 12 de la Resolution N'1 7 
instituant le Marche Commun Arabe; 

2- Une liste des produits industriels qu' illiberera effectivement des restrictions au cours de I' et ape 
suivante lesquelles representent 10% et 20% de ces produits a partir du 1er Janvier 1969. 
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Annexe N'3 

Le Certiflcat d'Origine 

La Resolution N'319 paragraphe 1 du 19/5/1968: 

"La phrase suivante remplacera ceDe existante dans le certificat d'origineo(la part des matleres 
premieres et la main-d'oeuvre locale represente au moins 40% du cout total de production.) 

Annexe N'4 

La Resolution N'780 paragraphe 4 a.liaea 2 du 7/6/1978 

"L'adoption du nouveau formulaire pour le certificat d'origine qui remplacera le formulaire en 
usage et qui sera utilise dans le cadre des Etats du Conseil de !'Unite Economique Arabe" 

(Le nouveau formulaire du certifiCat d' origine se trouve en annexe N' 5.) 

18. 
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Annexe N"S 

Le Certif~eat d'Origine 

Numero ................................................... (2) 
Nom de l'Etat .............................................. . 
Organisme delivrant le 
C ··t· t d'O .. ertt tea ngme ...................................... . 

Nom de I' exportateur ............................. . 
Adresse ............................. , ..................... (!) 
Pays exportateur ........................................... . 

Marques 
(Trade Mark) 

(5) 

Nombre et 
type de 
eo lis 

Nom de I' importateur ........................ . 
Adresse ................ ; ................................. (3) 
Pays importateur .................................. .. 

Moyen de transport .................................... .. 
N'du connaissement ................................ (4) 
Date d'expedition .............................. . 

Type de 
marchandise 

Brut 

(6) 

Poids 

Net 

(7) .............. certifie que les articles specifies dans la declaration douaniere mentionnes ci-dessus soot 
d'origine ............ et que la part des matieres premieres et de la main-d'oeuvre represente .............. du 
cout global de production. 

Fait le ....................................... annee ........... . 

Signature et cachet de 
l'organisme delivrant le 
certificat 
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(8) 

Legalisation des 
autorites gouvemementales 
competentes 
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