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EU ENLARGEMENT AND IMPLICATIONS
FOR THE OIC COUNTRIES

Muratilkin®

The enlargement of the European Union (EU) wilhgra new impetus to its
relations with neighbouring regions and those adesitthat have close
economic ties with it, including the OIC membersieTmain effects of the
enlargement process will be felt through changethéndirection of foreign
trade in goods and services, international mignatiworkers’ remittances,
foreign direct investment (FDI) flows, internatiériab division and other
related economic policies, and increasing the Usiagconomic strength
worldwide. Hence, Turkey other OIC countries in #Mediterranean and the
Gulf Cooperation Council Countries (GCC) will facever-increasing
challenges arising from the enlargement. At theeséime, the enlargement
may also generate a set of opportunities for neigtibg Mediterranean and
African OIC countries. Foremost among these isapening of the domestic
markets of the newly-acceding countries throughBhrcelona Process.

This paper examines the possible implications ef B enlargement on
the economies of the relevant OIC member countriesdiscusses the
dependence of developing countries, including Ol@ioers, on the ‘euro’
after giving an extensive overview of recent depgeients related to it vis-a-
vis other international currencies. The paper amtes that putting the ‘euro’
into circulation will make the Union ever more imant and it will increase
the efficiency and competitiveness of the comparmried industries in the
region.

1. INTRODUCTION

New memberships have testified to the enormous throef the
European Union (EU) since the founding six membensated a single
market for their coal and steel industries on 18ilA®51 by signing the
Treaty establishing the European Coal and Steelrmdamty (ECSC),
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which entered into force on 23 July 1952. Thisiatite was later
followed by the creation of the European Economaen@unity (EEC)

on 25 March 1957 with the Treaty of Rome. Sinceeggblishment, the
EU has experienced four enlargement processesq Bibl Annex B).

By 1996, except for Iceland, Norway, Switzerlanall &iechtenstein, all
Western European countries had fully joined the EU.

The recent enlargement of the EU has created nditicaband
economic dynamics. Along with the benefits of tidaegement, the EU
and its new Member States will face many challengeduding the
adaptation and implementation of all current EU idigion and
standards. Since the EU has already become a mlajoal economic
player, its growing power will have a significampact on all regions of
the world, including the OIC Member States.

The EU and OIC countries have traditionally maimgai strong
political and economic relations. These relatioasenhprimarily been
developed through trade, EU investments, bilatesssociation
agreements and financial protocols.

The current enlargement of the EU will affect igtations with the
OIC countries, particularly those neighbours in thediterranean
region that have closer economic and historicahwlie EU members.
On the other hand, as the new enlargement willemee business
opportunities, the OIC countries need to enhaneg tielations with
the EU to benefit more substantially. This is likdb start a new
process that would lead to further regional coofpemebetween the EU
and those countries.

This paper mainly aims to assess the economic aagtins of the
EU enlargement for the OIC countries. The secorali@e reviews
the enlargement process and the EU’s relations thiéhCentral and
East European Countries (CEECs), Turkey, OIC Mediteean
partner countries and countries of the Gulf Coopena Council
(GCC). The third section discusses the effectshefihtroduction of
the single currency “euro”. The fourth section disses the
implications of EU enlargement for the economies tbé OIC
countries. The paper ends with concluding remankstiee overall
impact of the EU enlargement.
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2. EU ENLARGEMENT AND RELATIONS WITH THE OIC
COUNTRIES

Since its establishment, the EEC has grown greatlyerms of its

membership, organisational infrastructure and ecooo and

commercial influence and it has created a strommp@wnic growth and
development potential for its members. Its sucéessroviding those
members with prosperity has attracted the attergforountries around
the globe as well as the countries of Central aastdfn Europe.

The CEECs started to establish closer relationk tie Union by
signing cooperation agreements call&dirope AgreementsThese
included, inter alia, cooperation projects in a bemof sectors with a
view to establishing a free trade area (FTA) betwdlee parties.
Hungary and Poland were the first countries to sigech agreements in
December 1991. Bulgaria, the Czech Republic, RomaSiovakia,
Estonia, Latvia, Lithuania and Slovenia followederth All those
agreements came into force by February 1998 (Tapl€&urthermore,
another set of agreements, namely the Associatgyeéinents, covering
similar areas, was signed with Turkey, Malta angr@ay.

TABLE 1: Europe Agreements with Central and East Europea Countries
(CEEC)

Country Europe Agreement signed Europe Agreement gae into force
Hungary December 1991 February 1994
Poland December 1991 February 1994
Bulgaria March 1993 February 1995
Czech Republic October 1993 February 1995
Romania February 1993 February 1995
Slovakia October 1993 February 1995
Estonia June 1995 February 1998
Latvia June 1995 February 1998
Lithuania June 1995 February 1998
Slovenia June 1996 February 1998
Association Agreement Association Agreement
Signed came into force
Turkey September 1963 December 1964
Malta December 1970 April 1971
Cyprus December 1972 June 1973

Source: http://www.europa.eu.int/comm/enlargement.

These agreements played a significant role in hglphe CEECs
strengthen their economic and commercial relatioith the Union.
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Trade between those countries and the EU has bmalised through
those agreements which aimed at progressively mditimg the majority
of tariff barriers on traded goods and servicesvexeless, some
restrictions remained, particularly in steel andtites. Furthermore,
since agricultural products were not included ire thberalisation
process under the agreements, the removal of piateéor such
products is only expected to take place after thiargement.

The Europe Agreements also recognised the rightseoCEECs to
become full members of the European Union. Theegfoy 1997, all the
CEECs applied for membership (Table 2). EU membengguires that
new members implement the ‘acquis communautaire’ establish a
competitive market economy. In this regard, after ¢nlargement, it is
quite likely that those countries may face furtbkallenges in addition
to the serious macroeconomic difficulties and dtread imbalances of
varying degrees that they experienced in the 1990sourse, its real
impact, direction and level will vary from one nemember to another
because they have different levels of developmadtlitionally, their
economies still suffer structural problems and awpdhtely functioning
institutional infrastructure.

Furthermore, as compared to the earlier enlargemeesses, this
new one is quite challenging for the current membafr the Union.
Newcomers with a combined population of about 16am represent
almost 45 percent of the present EU population. digestion of such a
huge population of relatively low-income countriesll certainly be
difficult.

TABLE 2: Dates of Application for EU Membership

Turkey April 14, 1987
Cyprus July 3, 1990

Malta July 16, 1990
Hungary March 31, 1994
Poland April 5, 1994
Romania June 22, 1995
Slovakia June 27, 1995
Latvia October 13, 1995
Estonia November 24, 1995
Lithuania December 8, 1995
Bulgaria December 14, 1995
Czech Republic January 17, 1996
Slovenia June 10, 1996

Source: http://www.europa.eu.int/comm/enlargement.
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On the other hand, Europe Agreements envisagedimamssistance
by the EU to help finance the economic and soagbrms in the
CEECs. In this respect, the PHARE Programme (Port Hungary
Assistance for Economic Restructuring Programme)s haeen
instrumental in preparing the CEECs for EU membprsiis its name
indicates, the aid package was initially intendedHoland and Hungary
but then extended to include all the CEECs. It dinbi@ help them
restructure their economies and facilitate the @secof social and
economic change with a view to making their intégrawith Europe
smoother.

In this regard, the European Commission is resptss$or granting
aid and providing financial assistance to thosentres in order to
prepare them for joining the Union. Within the a®xitof pre-accession
strategy, the PHARE Programme has recently beeplemented by
two new financial instrument®re-Accession Instrument for Structural
Policies (ISPAY andSpecial Accession Programme for Agriculture and
Rural Developmen{SAPARDY. ISPA provides financial support to
investments in transport and environmental pratactvhile SAPARD
channels funds to agricultural reform and ruraledepment projects.

Between 1990 and 1999, the EU committed 6,899 anilleuros
within the framework of the PHARE programme. Begngnwith the
year 2000, the PHARE programme is to provide th&C&with 1,577
million euros including the funds under the Crossd&r Cooperation
(CBC) Programme, the ISPA with 1,040 million eurasad SAPARD
with 520 million euros per year (Table 3).

Furthermore, those countries have the respongilfiadapting and
implementing the Community legislation and streegihg their
democratic institutions, public administrations arganisations. They
are expected to implement the Community’s legistafully, effectively
and efficiently. This requires training of civil rsants, public officials,
and professionals. For this purpose, a mechaniamelytwinning was
created. This project brings together public adstrations and semi-

2 It was launched by the EU in 1999.

% It came into effect on 1 January 2001, and is budgeted thetiend of 2006.
However, candidate countries may only benefit from SAPARDween the year
2000 and the time they join the Union.
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public organisations in candidate countries withirticounterparts in the
EU members with a view to assisting them duringrd@rganisation of
their institutional activities.

TABLE 3: Indicative Annual Allocations Per Country for PHA RE*, SAPARD
and ISPA Starting from 2000

Average
PHARE | SAPARD ISPA Total Indicati\_/e Allocation
Annual Allocation from
PHARE
EUR EUR EUR million EUR million EUR
million million million
Minim. | Maxim. | Minim. Maxim.
Bulgaria 100 52.1 83.2 124.8 235.] 276.9 83
Czech Rep 79 22.1 57.2 83.2 158.3 184.3 69
Estonia 24 12.1 20.8 36.4] 56.4 725 24
Hungary 96 38.1 72.8 104 206.9 238.1 96
Latvia 30 21.8 36.4 57.2 88.2 109 30
Lithuania 42 29.8 41.6 62.4 113.4 134.2 42
Poland 398 168.7 312 384.9 878.7 9515 203
Romania 242 150.6 208 270.4 600.p 663 110
Slovakia 49 18.3 36.4 57.2 103.7 124.6 48
Slovenia 25 6.3 10.4 20.8 41.7 52.1 25
Total 1085 520 1040 2645 730
Ll | o7

Source: http://feuropa.eu.int/comm/commissioners/barnier/dodleatam_en.pdf, p.6.
" Includes the Cross Border Cooperation Programme.

Agreements had economic, scientific and technicahedsions
through which the Union established links with t6&ECs to help
support their internal structural changes and natiegthem more closely
into the international trading system. The Agreetsealso had a
political dimension, providing for dialogue betweeartners on bilateral
and global issues within the Association Council.

The European Investment Bank (EIB) is responsiblepioviding
financial assistance to the newly acceding countriehe EIB loans
signed in 2002 amounted to 1.6 billion euros ofalkihi billion euros
were disbursed during the same year. One-thirdhef lbans signed
benefitted the private sector. As for the publictse transport and
energy, often with an intra-regional interest, asllwvas health and
education were the main recipients (EU, 2003b. p.5)
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Since the beginning of the 1990s, liberalisationbdateral trade
between the CEECs and the current EU members hagased
commercial relations. In this respect, the Euroggedments played a
significant role in enhancing the role of the EUths most important
trade partner of the CEECs. The Enlargement wither reinforce these
developments and is expected to reshape, morefisantly, the
direction of trade in those countries in the future

CEECs have made significant progress in privatisatThus, they
were able to attract foreign capital in recent ge&urthermore, as they
make more progress on economic reforms to liberaleir markets,
foreign direct investment is expected to increasheé region which will
have a positive effect on its economic growth. Remnore, after the
enlargement, the CEECs will be in a better positorattract private-
sector investments. Therefore, the other counini¢ke nearby regions,
including the OIC countries, will find themselves an increasingly
competitive environment for such capital.

Additionally, the EU enlargement will result in thedistribution of
structural funds in favour of its new members (€atB3 and B4, Annex
B). This may further increase the competitivendsh@se members and
have a positive impact on reducing unemploymenhénCEECSs, which
is currently higher as compared to the current neembf the EU.

On the other hand, if increased competitiveneseenCEECs due to
low wage cost results in a geographical shift i ¢fperations of high-
technology EU enterprises, this may bring abouteapl in the
technological base of those countries. Such intiena will accelerate
their economic growth and technological development

2.1. EU Enlargement and Turkey

Turkey and the EEC concluded an Association Agregnfj@nkara
Agreement) on 12 September 1963. The Agreement aatméorce on
1 December 1964 and aimed at integrating Turkeytimt EEC through
the establishment of a customs union between tkm6 March 1995,
Turkey signed an agreement to create a customs witb the EU. This
constituted a milestone in bilateral relations ara$ an important phase
that would help Turkey achieve EU membership. Tyurkecame the



8 Journal of Economic Cooperation

only country that established a customs union wita EU without
becoming a full member.

Upon the coming into force of the Customs UnionJanuary 1996,
Turkey eliminated all duties and equivalent charges imports of
industrial goods from members of the EU. Furtheemdr harmonised
its tariffs and equivalent charges on the impoftsmadustrial goods from
“third countries” with the Common External Tariff the EU, and has
progressively adopted EU commercial policy and gmesitial tariff
policies within the last 5 years. For some spealfic identified
“sensitive” products, Turkey maintained rates aftpction above those
specified in the Common Customs Tariff for impastgyinating in third
countries for up to 5 years. These products induainly ceramics,
motor vehicles and footwear.

As a result, Turkey's weighted rates of protection imports of
industrial products fell from 5.9 to zero percemt products originating
in the EU and European Free Trade Association (BFIoAIntries, and
from 10.8 to 6 percent for products originatingtlird countries. The
latter rates will drop further to 3.5 percent indiwith the fulfilment of
the EU’s commitment under the World Trade Orgamsat\WTO)
Agreement. Although agricultural products are edelll from the
Treaty, Turkey is progressively adopting many atgpe€ the Common
Agricultural Policy (CAP). Agricultural products Wvbe included in the
Customs Union following Turkey's full adaptationtt® EU's CAP. The
EU will take into account Turkish agricultural inésts when developing
its agricultural policy. Progressive improvement tbie preferential
arrangements for trade in agricultural products an mutually
advantageous basis is also envisaged.

At the Luxembourg European Council in 1997, alllay@mts except
Turkey, were declared candidates. This developncansed a major
strain in EU-Turkish relations. However, in 199%9rRey was declared a
candidate at the Helsinki European Council.

As foreseen in the Helsinki European Council cosidus, the EU
Commission prepared an Accession Partnership fokejuwhich was
adopted on 8 March 2001. Following its approvaltbg EU, Turkey
announced its own National Programme for the Adoptf the EU’s
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‘acquis communautairedbn 19 March 2001 and submitted it to the EU
Commission on 26 March of the same year.

On the other hand, the Turkey-EU Association Cduneét in
Luxembourg on 11 April 2000. Eight sub-committeesrevestablished
to carry out an analytical examination of the legEharmonisation of
the Turkish legislation with thecquis communautaire’Since then, the
Turkey-EU Association Council has regularly met teview the
progress achieved within the framework of Turkeyse-accession
strategy and analyse and develop Turkey's alignmeith the
Community’s laws and standards.

The subsequent European Council Sessions, in glartithe Laeken
(14-15 December 2001) and the Seville (21-22 Jud@2) sessions,
reiterated the Helsinki decisions on Turkey’s cdady and strengthened
the prospects of creating better relations betwleeiU and Turkey.

On 9 October 2002, the European Commission annduritse
Annual Progress Report on Turkey and its StrategpeP which
included a number of recommendations concerningnéind stage of
Turkey's candidacy. The Progress Report on Turkegycluded that
further progress was needed in the implementatroicgss, while the
Strategy Paper recommended the revision of the #siae Partnership,
the deepening of the Customs Union, the intengifina of the
legislative scrutiny process and the increasingtha& pre-accession
financial assistance. Both texts did not fully m€etkey’s expectations.

The Copenhagen European Council of 12-13 Decemb@2 Pook
important decisions concerning the EU’s enlargenpeotess. It agreed
that ten candidate countrfesecome EU members as of 1 May 2004.
Moreover, Bulgaria and Romania were set to join threon in 2007.
However, no definite date was announced for Turkédyp had applied
for full membership in 1987. Instead, the fulfiimesf the Copenhagen
political criteria was again put forward as a coiedi of starting
accession negotiations

* Hungary, Poland, the Czech Republic, Estonia, Latvidjukitia, Malta, Cyprus,

Slovenia and Slovakia.

° “f the European Council in December 2004, on thaisaf a report and a
recommendation from the Commission, decides thdtejunas fulfilled the Copenhagen
political criteria, the EU will open accession negitias with Turkey without delay.”
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Turkey was expecting to start accession talks withEU in early
2003. Thus, the decision taken at the CopenhagepEan Council was
somehow disappointing. Nevertheless, determingdiothe EU at the
earliest possible tim&,urkey continued to adopt reforms in line with the
Copenhagen criteria, aiming to complete the refproctess by the end
of 2003. This will enable the EU to monitor the iepentation of those
reforms so that the European Council would, in Dawer 2004, initiate
the accession negotiations without delay.

2.2. Relations between the EU and OIC Countries inthe
Mediterranean

“The South and East Mediterranean and the Middlst Bee areas of
vital strategic importance to the European Uniod aere identified by
both the EU Council and the European Commissiotkegsexternal
relations priority for the EU” ©.

With the Euro-Mediterranean Conference of MinistefsForeign
Affairs, held in Barcelona, Spain, on 27-28 Novemh895, the EU
placed its relations with the non-member countinethe Mediterranean
region on a new plane. This initiative, known as Buro-Mediterranean
Partnership or the Barcelona Process, includeddhdember States of
the EU and 12 Mediterranean partner counfriégU, 2000, p.1). The
Euro-Mediterranean Partnership, or the Barcelomadas, is a regional
framework that aims to bring concerned countriegetioer at the
political and technical levels to promote their ¢oon interests. In this
respect, the Barcelona Process builds on varioudittteanean policies
developed by the EU since the 1960s. The BarcebDaalaration
expresses the three main goals of the partnedlaw/$:

» To establish a common Euro-Mediterranean area @icgpeand
stability based on fundamental principles includirespect for
human rights and democracy (political and secyngstnership),

» To create an area of shared prosperity through pitegressive
establishment of a free trade area (FTA) betweenBb and its

http://europa.eu.int/comm/external_relations/med_mideastiimtiex. htm.

Austria, Belgium, Denmark, Finland, France, GermanyeeGe, Holland, Italy,
Ireland, Luxembourg, Spain, Sweden, Portugal and the U

Algeria, Cyprus, Egypt, Israel, Jordan, Lebanon, Paleshitadta, Morocco, Syria,
Tunisia and Turkey.

~
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Partners and among the Mediterranean Partners ¢heras
accompanied by substantial EU financial support émonomic
transition in the Partners and for the social asmhemic consequences
of this reform process (economic and financialneaghip), and

» To develop human resources, promote understandietgvelen
cultures and rapprochement of the peoples in theo-Eu
Mediterranean region as well as to develop freefemudlishing civil
societies (social, cultural and human partnership)

An essential feature of the implementation of theird=
Mediterranean Partnership has been the negotiatiothe Euro-
Mediterranean Association Agreements between the &bl
Mediterranean partners, which replace the Coopmmarafigreements
dating back to the 1970s. Association Agreemerikg, the Europe
Agreements signed between the EU and CEECs, colege variety
of Common Foreign and Security Policies (CFSP), andnomic,
social, cultural and financial cooperation them&ke provisions of
the Association Agreements governing bilateral trefes vary from
one partner to another but have certain aspectsoinmon. These
are®

» Political dialogue;
* Respect for human rights and democracy;

» Establishment of WTO-compatible free trade overranditional
period of up to 12 years;

* Provisions relating to intellectual property, sees, public
procurement, competition rules, state aid and molnes

» Economic cooperation in a wide range of sectors;

» Cooperation relating to social affairs and mignatiocluding re-
admission of illegal immigrants; and

® Barcelona Declaration, viewed on 20 August 2003 at
http://europa.eu.int/comm/external_relations/eurdiinelex.htm.

10 Euro-Mediterranean Partnership: Association Agreets) viewed on 20 August 2003 at
http://europa.eu.int/comm/external_relations/eurdémed_ass_agreements.htm.
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e Cultural cooperation.

The Euro-Mediterranean FTA foresees free trade amufactured
goods and the progressive liberalisation of tradagricultural products.
The Euro-Mediterranean Association Agreements ate@towards the
creation of the FTA which will be made possibleotigh the full
implementation of the Partnership in line with thssociation
Agreements (Table 4).

In line with the decision taken at the Barcelonanfécence, the
Ministers of Foreign Affairs meet periodically imder to monitor the
application of the Barcelona Declaration and defiwstons to achieve
the objectives of the Partnership.

The last of such meetings, namely the Mid-term [Euro
Mediterranean Foreign Minister's Meeting, was hdld Crete,
Greece, on 26-27 May 2003. The Ministers from theeding
countries were also invited to the Meeting whichamethat the
membership of the Mediterranean Partnership gremf27 to 35.
This Meeting reviewed the progress in the Partriprgiarticularly in
the implementation of the Valencia Action Plan, asidcussed its
future development, notably in the light of theurd enlargement of
the Union (EU, 2003b, p.1). Agreed unanimously bg participants
at the meeting in Valencia, Spain, on 22-23 ApfiD2, the Valencia
Action Plan contains a series of activities to feioe all areas of the
Partnership. Moreover, the Ministers therein unided, inter alia,
the importance of the objective of creating a ENtediterranean Free
Trade Area by the target date of 2610

The Meeting also discussed the Commission’s prdposathe
establishment of a new neighbourhood policy as @t in its
Communication on ‘Wider Europe—Neighbourhood’. Ttegyeed that
the enlargement of the Union would offer new oppoities for
partnership and cooperation with the Mediterranesighbours.
Furthermore, they agreed to reinforce the Barcel®macess and
develop closer co-operation based on mutual retiognof common
interests.

1 valencia Action Plan,
http://europa.eu.int/comm/external_relations/euromed/conrditidh. pdf.
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TABLE 4: Progress of Negotiations on Euro-Mediterranean
Association Agreements

Concluded Signed Entered into Force
Algeria December 2001 April 2002
Egypt June 1999 June 2001
Jordan April 1997 November 1997 May 2002
Lebanon January 2002 April 2002 September 2002*
Morocco November 1995 February 1996 March 2000
Palestine December 1996 February 1997 July 1997*
Syria Negotiations in Progress
Tunisia June 1995 July 1995 March 1998

Source: http://www.mic.org.mt/EUINFO/subjects/CFS@M(00)497.htm, p.16.
*An Interim Agreement has come into force.

During the meeting in Crete, the Ministers invitdxe Commission
to explore how, within the existing Mediterraneassitance (MEDA)
framework, a more substantial involvement of the diaranean
partners in the relevant EU programmes could béeeaetd. The MEDA
programme is the principal financial instrumentttoé European Union
for the implementation of the Euro-Mediterraneamti&ship. It offers
technical and financial support measures to accampiae reform of
economic and social structures in the Mediterraqeatner countries. It
is based on a regulation adopted by the EU CoumciB96, known as
the “MEDA 1", which covers the period 1995-1999.whs amended in
2000 as the “MEDA 11" for the 2000-2006 period. Mwehile, EU aid
increased from 3.4 billion euros under MEDA | ta! Sillion euros
under MEDA 1.

The enlargement of the EU may affect some EU redipolicies,
including that on the Mediterranean region. The o&fstion process
remains at the core of the Mediterranean Partrr3thius, particularly
the completion of the ratification process of thgrédements not yet in
force with Algeria, Egypt and Lebanon may servdutther strengthen
those countries’ relations with the Union (Table B)may also help
them keep pace with the developments that will fslkee within the EU
in the future.

2.3. Relations Between the EU and the Gulf Coopeiianh Council
(GCO)

On 26 May 1981, Bahrain, Kuwait, Oman, Qatar, Sardbia and the
United Arab Emirates established the GCC by sig@ingagreement to
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coordinate economic, political, cultural and segumpolicies among
themselves (MEDEA, 2003, p.1).

In 1989, the GCC and the European Union conclud€d@peration
Agreement to facilitate economic and commerciahtiehs between
both sides. Working groups were established infigslds of industrial
cooperation, energy and the environment. The Agesralso foresees
holding talks on a Free Trade Agreement betweercand the GCC.
Meeting regularly, the GCC and EU Foreign Ministeeview the
relations among them with a view to improving tregonomic relations.

On the other hand, at its ®Session, held in Muscat, Oman, on 30
and 31 December 2001, the GCC Supreme Council, stitelying the
measures taken for the establishment of a custorogs,wecided to bring
forward its launching to 1 January 2003 insteadamiuary 2005. It further
decided to lower the Common Customs Tariff to S5qaert on all foreign
goods imported from outside the Customs Union watime exceptions.

The GCC is the EU’s sixth largest export market tredEU always
has a surplus in the trade balance with the GC@Qd&€ il represents
almost two thirds of EU imports from the GCC. GCpaerts to the EU
amounted to $17.6 billion in 2001 (Table A2, Anrfe) accounting for
10.9 percent of the GCC’s total exports. GCC impdrom the EU
amounted to $30.0 billion in 2001 (Table A3, Anr&) accounting for
28.9 percent of the GCCs total imports.

The 12" Session of the Joint Council, held in Granadaebriary
2002, agreed to hold negotiation rounds on the Bf&n intensive pace.
The Joint Council also agreed that negotiationsishproceed steadily
to their conclusion by removing obstacles not yeeroome and
covering all remaining sectors, including non-traglements. Five
negotiating rounds took place during 2002 and arotine on 4-5
March 2003, following the Joint Council meeting 8nMarch of the
same year.

The 13" Session of the Joint Council and Ministerial Megti
between the EU and the GCC was held in Doha, Qatar3 March
2003. The Joint Council reiterated its view thaid#, investment and
cooperation constituted the foundations on which@®&CC economic
relations would be developed and improved. It alsted the progress
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achieved in the implementation of the Cooperatigne&ment and in the
negotiations on the FTA (EU, 2003a, p.1-2).

3. INTRODUCTION OF THE EURO
3.1. Introduction of the Euro

The introduction of a single European currency, ébeo, has occurred
as a result of the EU Member States’ determineortsfto establish an
Economic and Monetary Union (EMU). Minting or issgimoney has
always been seen as one of the very basic elen@ntsational
sovereignty. Additionally, the design and implenagioin of monetary
policy through adjusting the volume of money sugplyhe markets and
banking system is again one of the most fundameatmhomic policies.
Therefore, the process of establishing a MonetampitJand launching a
single currency to replace national currenciescowt be an easy one.
Indeed, it was long and full of difficulties. ThedJEmembers made a
systematic and structured effort, and manifesteainfthe beginning,
political will and determination to achieve thisajoThis ambition was
realised through the stages of a long and diffiputtcess following the
important decisions taken by the EU Member States.

With the decision of the European Council in BremanJuly
1978, the European Monetary System (EMS) was eashaa and the
European Currency Unit (ECU) was created as a ohiaiccount.
Eight member states, excluding the United Kingdparticipated in
the EMS. The ECU was defined in March 1979 as &dtasf the
currencies of the participating countries. The exae parities
between the currencies were fixed and the margifiuctuation was
limited to 2.25 percent.

After more than a decade, at the Maastricht Sumwohit9-10
December 1991, the Member States agreed to thetyTwefathe
European Union (EU) which aimed to develop the Raan
Community into an economic and monetary union atwduce a single
European currency by 1999 at the latest. Thus, rutite Maastricht
Treaty, the EU Member States explicitly declaredirtiintention to
adopt a single currency. The Maastricht Treaty toan a set of strict
criteria for joining the Union that entail low iation, low long-term
interest rates, stable currencies, low budget dedicd no excessive
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public debt. In accordance with the decisions ef Bummit, the Single
Market was realised and capital movements werediised within the
whole region at the beginning of 1993. Although ftvecess started
earlier, the entry into force of the Treaty on Epegan Union on 1
November 1993 marked the first stage of preparationEMU.

As a next step, the European Monetary InstituteljEbds established
in Frankfurt on 1 January 1994, which marked tleisé stage of EMU.
The EMI was a transitional body responsible forersgthening the
coordination of the monetary policies of Membert&taand cooperation
between central banks, preparations for the thmdl fnal stage of the
EMU, the establishment of the European System aoftr@e Banks
(ESCB), the conduct of the single monetary poliggt the introduction of
the single currency. To this end, the EMI providadforum for
consultation and the exchange of views and infaonatn policy issues
and specified the regulatory, organisational angistaal framework
necessary for the ESCB to perform its tasks irittind stage of EMU.

On 15-16 December 1995, the Madrid European Coadoipted the
name ‘euro’ for the European single currency. Thangeover to the
single currency was decided by the Council to b& danuary 1999 and
the completion of the process was scheduled foR 280June 1997, the
Council adopted the EMI report which formed theibdsr a Resolution
by the European Council on the principles and fumelatal elements of
the new exchange rate mechanism (ERM Il). On 2 M98, the
Council unanimously decided that 11 Member Statesd fulfilled the
conditions necessary for the adoption of the singlerency on 1
January 1999. Those countries were, thereforeatiicgpate in the third
and final stage of the EMU. The Heads of State oveBhment also
reached a political understanding on the persofre t;ecommended for
appointment as members of the Executive Board ef Huropean
Central Bank (ECB). With the establishment of tl&BEon 1 June 1998,
the EMI had completed its tasks.

On 1 January 1999, the euro was launched in theolibtries. On
the same date, the conversion rates were fixedveirsébly and
irrevocably between the currencies of the partiojgacountries both
amongst themselves and against the Euro. Eurocare#ries began to

2 pustria, Belgium, Finland, France, Germany, Irelafi@dly, Luxembourg, the
Netherlands, Portugal and Spain.
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implement a common monetary policy, the euro wasduced as a
legal currency and the 11 currencies of the padiong Member States
became subdivisions of the euro. Although Denm8&keden and the
UK chose not to join, and Greece failed to meetdtiteria to join the
system on that date, this was an important steprbfurther integration
in the EU. Based on the decision of the Economid &mancial
Committee (ECOFIN) of 19 June 2000, Greece alspeghadmission to
the EMU as of 1 January 2001.

During the transition period between 1 January 1898 1 January
2002, the Euro served as bank money. That is, & used in bank
operations and foreign exchange transactions, diyut into circulation
in the form of bank notes and coins.

TABLE 5: Dates of the Changeover in Euro Banknotes and @ns

Germany German Mark 31 December 2001
The Netherlands Dutch Guilder 28 January 2002
Ireland Irish Punt 9 February 2002
France French Franc 17 February 2002
Austria Austrian Schilling 28 February 2002
Belgium Belgian Franc 28 February 2002
Finland Finnish Markka 28 February 2002
Greece Greek Drachma 28 February 2002
Italy Italian Lira 28 February 2002
Luxembourg Luxembourg Franc 28 February 2002
Portugal Portuguese Escudo 28 February 2002
Spain Spanish Peseta 28 February 2002

Source: ‘Introducing the Euro’, Available at httpanda.com/site/euro.shml

Upon completion of this transition period on 1 Janyu2002, the
euro banknotes and coins were put into circulatioh2 Member States
of the EU and by the end of February 2002, the dirallation period
ended as national banknotes and coins were withdfemn circulation
in the euro zone (Table 5).

3.2. The Euro as an International Currency

Starting from 1 January 2002, the euro startedetwesas full-fledged
money. In other words, it assumed all the functidhat might be
expected from a currency. It started to be used amasure of wealth
and a store of value for saving, investment andruespurposes by the
central banks and monetary authorities; as a meditimxchange in
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domestic and international transactions; and asitnaf account for
pricing or quoting the value of services and goods.

The ECB administration declared that they neitloster nor hinder
the international use of the euro. Therefore, maBonalisation of the
euro was left directly to the decisions of privaied official economic
actors around the globe. On the other hand, itsilisgain international
currency markets made an impact on investment idasisat the
international level. However, from the beginninge teuro assumed
various functions on the international scale. Thestmimportant of these
functions was its role as an international invesiimand financing
currency.

International capital markets are heavily domindigdhe US dollar.
The same prevails in the case of the OIC countifé® long-term
external debts of those countries are heavily comated in the US
dollar (Table Al, Annex A). In 2001, except for Cammon, Gabon,
Nigeria and Pakistan, the share of US dollar inttital debt stock of
member countries was more than that of the euragedthed 91.6
percent in Tajikistan. In 27 out of 46 OIC membeuiatries for which
the foreign debt data is reported, the share ofxBedollar amounts to
more than 50 percent. In 17 of them, this shamedse than 60 percent.

Such a high concentration of the US dollar in threglterm foreign
debts of those countries cannot be considered emusaging situation.
First, the appreciation of the US dollar with regp® the other major
currencies and the domestic currency of the coedecountries means an
increase in the already heavy burden of the foralgbts on their
economies. Second, such a situation pushes thdriesuto keep more
and more US dollars in their foreign exchange reserconduct their
foreign trade mostly in the US dollar and link theconomies mostly to
the US economy. When the US economy grows muchcamsequently,
the US dollar appreciates, their foreign debt pmsiteteriorates. On the
other hand, with such strong links between bothnerues, if the US
economy goes into trouble and falls into a recesdizen the countries
exporting to the US will be affected adversely ghdir exports will
decrease, resulting in a deterioration in theinbe¢ of payments and an
increase in their need for borrowing. Thus, in @itbase, such a heavy
dependence on a single partner may harm OIC ecessomithis respect,
the introduction of the euro into international ikapmarkets offers to
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developing as well as OIC countries better progpbgtenabling them
to diversify their borrowing policies.

TABLE 6: Share of Currencies in Official Holdings of Foreign Exchange,

end of year
Years [ 1992] 1993] 1994 1995 1996 1997 1998 1999 2bamoi
All Countries
US dollar 553| 56.7| 56.6 57 608 624 69 684816 68.3
J.yen 7.6 7.7 7.9 6.9 6. 5.p 54 5.5 8.2 4.9
P. sterling 3.1 3.0 3.3 3. 34 3y 3|9 4.0 3.9 4.0
Sw. franc 1.0 1.1 0.9 0.§ 0. 0. 0J7 0.7 q.7 0.7
Euro - - - - - - - 127| 13.6| 13.0
D. mark 133| 137 142 137 130 12]2 122 -
Fr. Franc 2.7 2.3 2.4 2.3 1.9 14 1l4 E E
NI. Guilder 0.7 0.7 05 0.4 0.3 0.4 o4 - - -
ECUS 9.7 8.2 7.7 6.8 5.9 5.( 0 - - -
Othef 6.5 6.6 6.4 8.9 8.3 8.4 9 8.8 91 9lo
Industrial Countries
US dollar 488 50.2| 504 518 56 579 66]7 78.53.37] 745
J. yen 7.6 7.8 8.2 6.6 5.6 518 6.6 45 63 55
P. sterling 24 2.2 2.3 21 2 119 2p 23 20 1.8
Sw. franc 0.4 0.3 0.2 0.1 0.1 oL o2 01 02 4
Euro - - - - - - - 10.7| 10.# 9.7
D. mark 151| 16.4| 163 164 156 199 134 -
Fr. Franc 2.9 2.6 2.4 2. 1.7 09 1B - 1
NI. Guilder 0.4 0.4 0.3 0.2 0.2 0p 012 - - -
ECUS 16.7 | 152| 146| 134 120 109 1.9 - -
Othef 5.7 4.8 5.0 700 67 64 7.4 69 7P 8l1
Developing Countries
US dollar 645 643 631 624 648 682 653 64.64.26) 64.1
J.yen 77| 75 7.6 7.0 6.1 47 45 47 44 45
P. sterling 40| 40 4.4 4, 4, 51 5P 53 g2 55
Sw. franc 19| 20 1.7 15 1.4 1 11 11 1o 0.9
Euro - - - - - - - 142l 150( 15.3
D. mark 10.8| 105| 119 11 106 103 11)3 -
Fr. Franc 23] 20 24 2. 2. 18 15 - -
NI. Guilder 10| 1.0 0.8 0.6 0.5 06 0.5 1 - -
ECUS - - - - - - - - - -
Other 77| 87 8.0 109 99 10p 10. 102 1041 9.6

Source: IMF (2000b)Annual Report 2002.97.

R\Iote: Components may not sum to totals becauseauafling.

2

Only IMF member countries that report their offidnoldings of foreign exchange are included is thble.

Not comparable with the combined share of euradggurrencies in previous years because it exslude
the euros received by euro area members whenptfesiious holdings of other euro area members’ kggac
currencies were converted into euros on 1 Janlg99.1

In the calculation of the currency shares, theiedteated as a separate currency. Ecu reseridebnehe
monetary authorities existed in the form of clammsboth the private sector and EMI, which issuditiaf
ecus to EU central banks through revolving swasnagthe contribution of 20 percent of their grgeil
holdings and US dollar reserves. On 31 DecembeB,1®@ official ecus were unwound into gold and US
dollars. Hence, the share of ecus at the end & %88 sharply lower than a year earlier. The reimgiecu
holdings reported for 1998 consisted of ecus isswyeithe private sector, usually in the form of eeposits
and bonds. On 1 January 1999, these holdings wesmatically converted into euros.

The residual is equal to the difference betweéal foreign exchange reserves of IMF member coestri
and the sum of the reserves held in the curretisies! in the table.

The calculations here rely to a greater extenitvin staff estimates than do those provided forghaup

of industrial countries.
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The role of the euro in the economies of the OI@ drveloping
countries increases as borrowing from the euro zooatries increases and
as trade exchanges grow substantially with thenuaily, there are some
indications that the role of the euro continuestoease. In particular, the
share of the euro in international market instrueecorded a substantial
increase in the period 1999-2000 (ECB, 2001). AfterUS dollar, the euro
has already become the second most widely usedveesmirrency,
accounting for 13 percent in 2001 while the dobacounted for 68.3
percent (Table 6). However, considering that theddar accounted for
55.3 percent of the official holdings of foreignchange in 1992, its
increase to 68.3 percent in 2001 shows that if®mmeance was still much
better than the other currencies, including theo,ebetween both years.
Nevertheless, the role played by the euro as amational investment and
financing currency is expected to increase in tteré.

Especially, the developing countries tend to kedpgaer share of
the euro in their official foreign exchange holdings compared to
industrial countries. They have increased the vesghnare of the euro by
1.1 percentage point from 14.2 percent in 199958 percent in 2001.
Meanwhile, the share of the US dollar in foreigrcleange reserves
decreased by 0.5 percentage point from 64.6 petoe®d.1 percent in
the same period.

3.3. Recent Developments Regarding the Value of tigiro

When the euro was first launched on 1 January 1@®9%o0minal value
was equal to 1.1785 US dollars. At the end of 199€eteriorated to
1.008 US dollars on the international currency rateka fall by about
14.5 percent. At the end of November 2000, it redcA minimum of
0.856 US dollars, thereby representing a furthepdry 15.1 percent
against all the positive expectations at the baggof its launching.

When the euro was introduced in 1999, the veryngtymerformance
of the US economy in 1999 compared to the stagmaticonomic
growth in the EU caused investors to pour money ihé US economy.
In the said year, the US economy was operatingstata very close to
full employment, with unemployment at a 30-year-loate of 4.2
percent, a low inflation rate of 2.2 percent in th@me year and a
prolonged economic growth since the beginning oé th990s.
Consequently, the dollar appreciated against thgormeurrencies,
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including the newly introduced “euro”. This fact ynalso constitute the
other reason for this development. Psychologicatiyestors might not
have confidence in such a newly issued currency.

However, the signs of weakening economic activitythe US,
starting in late 2000 and deepening in 2001 agdivestslight recovery
being observed in the EU countries in 2000, charthedexpectations
about the strength of the US dollar vis-a-vis tlileeo major currencies
and, in particular, the Euro. For this reason,itternational value of the
euro against the US dollar was stabilised in |@@02and remained as
such throughout 2001. In 2001, world economic ghowtas almost
halved. Real GDP growth in the US fell from 3.8qaat in 2000 to 0.3
percent in 2001 (Table 7).

Consequently, investors commenced to cut back tloeilar
holdings. Additionally, the relatively high inteteate policy of the ECB
as a precautionary measure against a probabldrrisdlation led to
investments in the EU markets and the euro, andataqutflows from
the US markets. Therefore, the euro surged abavenitial value.
Furthermore, on 20 May 2003, the euro traded aldo%® to the US
dollar, a level it had never reached since its ¢hufyears earlier. At the
end of May 2003, the euro traded at a record lef/dl.1933 to the US
dollar. From October 2000 to May 2003, the US doltst about 40
percent of its value against the euro.

TABLE 7: Main Indicators in the Major Economies (%)

Euro Area United States Japan
Real GDP Growth
1999 2.8 4.1 0.2
2000 3.5 3.8 2.8
2001 1.4 0.3 0.4
2002 0.8 24 0.3
Consumer Prices
1999 1.1 2.2 -0.3
2000 2.3 34 -0.9
2001 2.6 2.8 -0.7
2002 2.3 1.6 -0.9
Unemployment Rate
1999 4.2 9.4 4.7
2000 4.0 8.4 4.7
2001 4.8 8.0 5.0
2002 5.8 8.3 5.4

Source: IMF, World Economic Outlook 2003.
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On the other hand, the US dollar’'s slide against Iapanese yen
was about 12 percent since January 2002. Becaube oélative rise in
the value of the euro, euro-zone producers, whrgerts became more
costly as compared to those of both their US anrAsompetitors,
came under pressure from these regions.

Moreover, a stronger euro is making euro-zone dgpir the US
more expensive and US exports cheaper in termshefeuro. In
addition, a fall in demand for European goods iseaskely affecting
the European firms with significant exposure to tHg market, as their
dollar-denominated earnings account for less retarmerms of the
euro. Many are afraid that this could lead the [paem economy into a
recession. Early signals of such a risk are alrdaspg felt in major
EU economies such as Germany and France. Major pEaro
businesses have been hit by the strengthening eofetlio and have
criticised the ECB for not taking more measuresréwerse this
situation.

Indeed, while the US Federal Reserve cut its féderals rate to
1.25 percent in November 2002, the ECB was reladtado the same
in its borrowing cost which stood at 2.5 percenbwidver, on 5 June
2003, the ECB changed its policy and lowered irsierates amid signs
that the economic outlook is weakening and inflai® receding. In the
euro zone, consumer prices decreased from 2.6 mieirc001 to 2.3
percent in 2002. If the recent move by the ECB g#®e some positive
developments for the Union’s economy and helpsvtiige of the euro
re-balance against other major currencies, an aserén the exports of
the euro zone and an acceleration in the econonawtly of the EU
countries would be expected in the following yealfs.not, these
expectations may easily turn negative.

On the other hand, on 25 June 2003 the US Fedesgrie also
lowered the federal funds rate by a quarter pertert percent with a
view to helping the US economy recover from itsspré weakening
state. This situation will cause the US dollar ®ecdame cheaper to
stimulate production and demand for US exportss Tinove has already
diminished the impact of the ECB’s measure. Howgvhigh
expectations about real GDP growth in the Unionlofeing the
enlargement along with the diminishing trend oflatibn in the euro
zone might support the ECB’s policy.
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4. ECONOMIC IMPACT OF THE EU ENLARGEMENT ON THE
OIC COUNTRIES

By the decision of the Copenhagen European Summit12-13
December 2002, 10 countries became EU membersway12004. The
enlargement process will also include Bulgaria Rodnania in 2007. In
the meantime, Turkey may start accession negatistid the EU
decides, at the end of 2004, that Turkey has ledfithe Copenhagen
political criteria.

The enlargement of the EU, together with the esthirlent of the
monetary union and the adoption of the single cwaye‘euro”, will
have an enormous impact on the global economy,iraparticular on
the neighbouring countries, including the OIC membd&he EU is
already a major economic actor in the world economiith the
completion of the enlargement process, it will bmeoa much more
important entity than ever. The main effects of émargement process
will be felt through the changes in the directidntlee foreign trade in
goods and services, international migration, wa@keremittances,
foreign direct investments (FDI) flows, internat&rjob division and
other related economic policies, and increasingecoc strength of the
EU at the world level.

One basic impact will be the change in directionth migration
flows: migration from the new members towards therendeveloped
EU members is likely to replace the masses from Megliterranean
neighbours and the African countries who are mo&t¢ countries.
Present levels of income and welfare differencésden the present EU
members and the newcomers are high enough to stienguch a
massive migration. On the one hand, this may isgramemployment
among the workers who have already migrated tdctheountries from
the neighbouring OIC countries, and on the othtemay decrease the
volume of workers’ remittances being sent to theime countries and
generate a further negative pressure on the empilolyiavels in those
countries. Furthermore, the combined effect of ¢hfactors will be the
deterioration of income and welfare levels in thasmintries and a
serious damage to their efforts to reduce poverty.

On the other hand, in order to reduce the sociov@mic effects of
the possibility of such a migration, the presentmhers of the EU may



24 Journal of Economic Cooperation

also like to encourage investments in the new mesnbeurthermore,
competitive wages and the EU funds being investethe structural
projects in the newly-acceding countries could tbre an
advantageous economic environment to invest motbdse countries.
Thus, the EU funds, which could be invested inrnb&hbouring OIC
countries, would be redirected towards the new neembThese
developments will most likely boost the competitiges of those
countries and result in a strong leap in their eocagic growth and
development.

Against such challenges, the enlargement will gksoerate a set of
opportunities for the neighbouring Mediterraneard akfrican OIC
countries. Foremost among these is the openingeoflbmestic markets
of the newly-acceding countries through the BamaIlBrocess.

In this respect, at the Mid-term Euro-Mediterranekoreign
Ministers Meeting in Crete on 26-27 May 2003, nteis from 35
countries, including the acceding ones, agreecherpblicy guidelines
to reinforce the Barcelona Process and develogclosoperation based
on the mutual recognition of common interests. Hig intends to
promote cooperation with the Mediterranean parindsgaterally
through the Association Agreements and multilabgeréhrough the
Euro-Mediterranean Committee and Senior Officialeelihg. At the
first stage, this could be achieved through the emsubstantial
involvement of the Mediterranean partners in thdevant EU
programmes within the existing MEDA framework.

The new neighbourhood policy, as set out in the opean
Commission’s Communication on ‘Wider Europe—Neiginibood’, will
encourage regulatory reform in neighbouring OlCntoes, especially in
the services sector, which can give a strong btmgheir economic
growth and competitiveness. The economic impatt@EU enlargement
on the OIC partners should be viewed from a brogukspective
involving not only direct trade, investment and esthmacroeconomic
effects but also further economic policy reformat ttonstitute the driving
force behind economic growth performance (EU, 2003D).

On the other hand, the new members will harmothise tariffs with
the Common External Tariff (CET) of the EU. Sinbe tturrent tariffs
applied in the CEECs are usually higher than thdél ,Gkey will be
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lowered after the enlargement. In this case, thé @untries will be
better able to enter those markets.

However, after the enlargement, a single set afetnales, customs
tariffs and customs procedures will apply across émlarged Union.
Furthermore, the use of the single currency, eamd, the harmonisation
of trade and banking regulations and standards fadilitate the free
circulation of goods and services in the regionthis case, economic
operators from other countries in the world, inahgdthe OIC members,
could be obliged to comply with those sets of medms, rules and
procedures in their dealings with the newcomers.

Particularly, after the completion of the enlargetygrocess, the EU
may easily become a unilaterally rule-making orgation in global
trade and investment relations and force otherigsatb obey its own
rules and regulations.

Even today, European standards for the importabbigoods are
highly detailed, qualified and, at the same timeryvmuch limiting.
They include measures or standards on sanitary mnydosanitary
issues, animal health, environmental aspects, Atbough they are
considered as simple prerequisites for exportegdUnion, thousands of
pages long of European trade rules act in factead barriers. In
particular, small and medium-sized enterprises (pl&m developing
countries or the OIC countries will not be able dope with them.
Learning and understanding those trade rules alsannan additional
cost to their companies. Even if they manage tonldhe EU trade
legislation, they will not be able to produce thgioducts according to
those standards, either because their technolagiesiot allow it or
because they will not be able to keep their pradoctcosts at
competitive levels. This attitude may deepen inftitare. In this way,
the EU will be able to protect its domestic mark#tsough highly
detailed and qualified technical standards basekeatth, environment,
labour rights, human rights, etc. Any product whabites not comply
with those standards will not be let into the EU.

CONCLUSION

Regional integration schemes increase economic throthrough
creating opportunities to exploit economies of a&gcalregional
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specialisation, learning-by-doing, and attractingveistments by
expanding the regional markets.

Regional integration increases the efficiency amohpetitiveness of
the companies and industries in the region. Ingleio, it prepares and
strengthens those firms and industries for a tougbenpetition at the
international level. The EU experience providesugmosupport for this
phenomenon. For many years, companies in the Ed to redress
themselves and strengthen their productivity andpsitiveness. They
were prepared not only for European integration laso for
international competition.

In addition to the putting into circulation of thengle currency
‘euro’, the completion of the enlargement projedf wmake the Union
much more important than ever. Its impact will eé fn various fields
like international trade in goods and serviceserimational investment
flows, international migration, international jolvidion, etc.

Furthermore, the EU has also generated the mospluated and
detailed trade standards, rules, procedures amtiges. Such a complex
set of technical standards, health and quality latigns, antidumping
actions and rules of origin elaborated in thousasfdsages long of EU
legislation which should be complied with for exjoog to the Union,
constitute the most effective barrier to the expaoitthe developing and
OIC countries to the EU. Of course, all those rudesl procedures,
technical standards, sanitary and phytosanitarysarea and others are
being applied to all companies. However, sincectirapanies of the EU
countries and those of other developed countriesticplarly the
multinational corporations, have already adjustedmniselves to such
conditions, the EU legislation becomes an impedint@rthe companies
of the developing, including OIC, countries. Thosempanies, in
particular the SMEs, are not very powerful compadcetheir counterparts
in the industrial countries. Their capital, sizadacost structures do not
permit them to recruit specialists to study the tadle legislation and
follow up its amendments. For this reason, the @EKftutions operating
in the area of trade, together with export promoiganisations, may
establish the necessary mechanisms to inform ttmebmecountries on a
product basis of the present EU legislation andsipes changes to be
done in the future concerning important export #gemf member
countries.
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The OIC countries need to consider measures ttectiea necessary
institutional infrastructure to provide consultation those trade rules
and procedures and prepare their companies to gomjth them.
Moreover, they also need to take the necessaryuresgson a step by
step basis, to harmonise their economic and comatgmalicies in order
to benefit from the international trade rules amdcpdures. The OIC
also needs to take measures to encourage tradargyash among the
member countries through implementing the relevasolutions of the
Islamic Conferences and the COMCEC.

Furthermore, improvements in the efficiency and petitiveness of
the companies, especially the export industries serdices, are very
important prerequisites to increase the share abumtry in the world
economy or at least keep that share at the sarak levthis respect, the
OIC countries need to improve their economic irtftagures, increase
the value-added and quality of their products, N their productive
base and provide a suitable environment to attfactign direct
investments.

The experience of the EU in increasing commer@agnomic and
monetary integration amongst its members providesdel for the OIC
countries. They may further strengthen regional autb-regional
economic groupings and activate the existing ecanoimegration
projects with a view to increasing cooperation le fields of trade,
investment, finance and technology among them wbaelid lead to the
establishment of an Islamic Common Market or armepsuitable form
of economic integration among themselves. In thgard, accelerating
the implementation of the OIC Plan of Action isfofemost importance
in order to create an effective economic and coroiakecooperation
among the OIC Member States.
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ANNEX A
TABLE Al: CURRENCY COMPOSITION OF LONG-TERM DEBT, 2 001
(percent)
Japanese Yen US Dollars Euro Other_
Currencies

Euro-Med
Albanig 2.€ 73.€ 20.2 2.7
Algeria 12.€ 46.€ 29.¢ 7
Egyp! 11.2 43.€ 29.1 6.4
Jordal 21.€ 30.2 17.€ 13.€
Lebanol 0.1 79.1 12.€ 5.1
Moroccc 3.8 38.7 32.7 14.2
Syrie 2.7 86.7 2.2 7.€
Tunisia 23.¢ 27.€ 25 17.2
Turkey 8.€ 63.€ 26.1 0.2
SSA
Benir 1.8 61.7 9 12.2
Burkina Fas 0 60.€ 5.3 14.5
Cameroo 0.€ 0.7 57.2 4.8
Chac 0 59.€ 4.9 13.€
Comoro: 0 34.5 14.2 43
Cote d'Ivoire 1.3 54.7 33 3.8
Djibouti 0 19.2 18.€ 32t
Gabor 0.7 326 45.¢ 10.2
Gambi 0 52.2 6.2 16.€
Guine: 2.2 56.2 8.5 23.4
Guinea Bissa 0 43.¢ 10.4 5.8
Mali 2.5 36.2 14.2 25.€
Mauritanic 3.3 43.€ 13.€ 35.1
Mozambiqu: 0 74.1 4.8 9.4
Niger 1.6 49.5 25.5 19.€
Nigerig 2 1.8 86.7 3.2
Seneg: 3 49.€ 17.€ 17.7
Sierra Leont 5.8 50.€ 15.1 6.1
Somalie 2.€ 52.2 4.4 32.1
Sudal 2.€ 53.1 7.4 15.7
Togc 54 52.¢ 15.€ 8.€
Ugand: 14 66.5 1.8 11.€
Others
Azerbaijar 25.7 61.€ 4.4 3
Banglades 18.2 47.7 0. 2.t
Guyan: 0 66 4 2
Indonesii 28.1 57.1 7.€ 0.8
Iran 7.5 61.5 23.¢ 0.7
Kazakhsta 12.7 63.€ 3.t 0
Kyrgyz Rep 13.€ 69.€ 2.2 3.€
Malaysi: 22.€ 71.1 0.3 0.1
Maldives 0 53.7 4.2 16.€
Omar 4.€ 76.2 0 19.2
Pakistal 13.7 12.4 41.5 3.8
Tajikistar 0 91.€ 5.8 2.€
Turkmenista - - - -
Uzbekistal 21.4 56.7 16 1.3
Yemer 2.7 70.1 0.t 20.€

Source: World Bank, Global Development Finance 2002
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TABLE A2: EXPORTS OF OIC COUNTRIES TO THE EU
Total Exports Exports to EU Share of Exports to EU
(Million US$) (Million US $) (%)
1998 2001 1998 2001 1998 2001

Albanig 20€ 318 191 30C 92.7 94.2
Algeria 1095¢€ 1953¢ 750C 1451( 68.5 74.2
Eqvpt 315¢ 414 256( 301C 81.C 72.1
Jordai 120¢ 157¢ 18C 14C 14.¢ 8.9
Lebanol 71€ 921 18C 28C 25.1 30.4
Libva 6032 1124¢ 493¢ 1018( 81.¢ 90.t
Moroccc 4634 7115 271 586( 58.€ 82.2
Svrie 289( 546¢ 166( 369C 57.4 67.5
Tunisie 574¢ 660¢ 504( 562( 87.7 85.C
Turkey 26301 3026: 1517¢C 1892( 57.7 62.5
Mediterranean Area 6185( 8719¢ 40137 6251( 64.¢ 717
Bahrair 275C 866¢ 34C 45C 12.4 5.2
Kuwait 891% 1865¢ 138( 206( 15.5 11.C
Omar 537% 1029¢ 24C 26C 4.5 2.5
Qata 4947 1289¢ 13C 61C 2.€ 4.7
Saudi Arabi. 38721 7045: 858( 1164( 22.7 16.5
UAE 2580¢€ 4011: 176C 257C 6.8 6.4
GCC 8652( 16108: 1243( 1759(C 14.4 10.€
Benir 232 182 60 60 25.¢ 33.C
Burkina Fas 292 162 90 60 30.8 37.C
Cameroo 1671 174¢ 131z 165C 78.5 94.2
Chac 12C 83 83 48 69.2 57.¢
Cote d'Ivoire 439t 3642 276( 198(C 62.€ 54.4
Gabot 248¢ 3682 56C 106( 22.t 28.¢
Gambie 29 27 23 18 79.5 66.7
Guine: 821 57t 50C 51C 60.¢ 88.7
Guinea Bissa 102 14C 11 4 10.€ 2.9
Mali 292 14€ 11C 40 37.7 27.4
Mauritanie 49E 361 35C 34C 70.7 94.2

iaur 24E 80¢ 13C 44C 53.1 54.F
Niger 20€ 154 17¢C 11C 82.F 71.4
Nigeris 1136¢ 2060¢ 325( 580C 28.€ 28.1
Seneq: 832 84¢ 40C 41C 48.1 48.2
Sierra Leon 7 54 4 60 57.1 111.1
|Somali 12€ 88 12 3 9.4 34
Sudai 53¢ 176¢ 20C 24C 37.2 13.€
Toac 413 22C 50 60 12.1 27.2
Ugandi 41C 45€ 31C 20C 75.€ 43.€
SSA 2508( 35751 1038t 13092 41.4 36.€
|Azerbaiiar 607 2314 60 99C 9.8 42.¢
Banalades 3822 573¢ 229( 298( 59.¢ 52.C
Brune 197¢ 220¢ 31C 60 15.7 2.7
Guvani 582 677 16C 19C 27.t 28.1
Indonesi: 4884: 6487 1116C 994( 22.¢ 15.2
Iran 1288¢ 2638: 452( 586( 35.1 22.2
Irag 464¢ 1108: 255(C 306( 54.€ 27.€
Kazakhsta 5404 8641 109(C 262( 20.2 30.2
Kvravz Rep 512 477 21C 10C 40.€ 21.C
Malaysie 7347( 8819¢ 1313( 142¢ 17.¢ 1.6
Pakistal 843% 9207 268( 257C 31.t 27.¢
Surinamt 43€ 51€ 151 127 34.€ 24.€
Taiikistar 597 267 10C 60 16.€ 22.t
Turkmenista 50€ 17€ 14C 14C 27.7 79.5
Uzbekistal 2441 56C 54C 46C 22.1 82.1
Yemer 1497 351¢ 10C 80 6.7 2.3
Qthers 166663 22484¢ 39191 30661 23.t 13.€
OIC Total 34011 50888: 10214 12385¢ 30.C 24.2

Source: IMF, Direction of Trade Statistics, yearkh@602.
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TABLE A3: IMPORTS OF OIC COUNTRIES FROM THE EU
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Total Imports Imports from EU Shareof Imports from EU

199¢ 2001 199¢ 2001 199¢ 2001
Albanis 795 1344 62C 88C 78.C 65.5
Algeria 9834 908¢ 584C 667 59.4 7.3
Egyp! 1647¢ 1272( 820C 645(C 49.¢ 50.7
Jordai 4011 5251 125¢C 166C 31.2 31.€
Lebanot 706C 636¢ 317C 280C 44.¢ 44.C
Libya 560C 4354 291( 261C 52.C 59.¢
Moroccc 8421 1097¢ 666( 706( 79.C 64.2
Syrie 389t 6352 173C 187¢C 44.4 29.4
Tunisie 8402 957¢ 636( 719C 75.7 75.1
Turkey 44731 4139¢ 2409(C 2116( 53.€ 51.1
Mediterranean Area 10923¢ 10741¢ 6083( 52341 55.7 48.7
Bahrair 2831 36€2 85C 83C 30.C 22.t
Kuwait 8617 785¢€ 236( 233( 27.4 29.7
Omar 5682 582¢ 160C 125¢C 28.2 21.t
|Qata 3717 4014 149C 174C 40.1 43.2
Saudi Arabii 3001z 39507 1312 1157C 43.7 29.2
UAE 2472¢ 4288¢ 957C 1227¢ 38.7 28.¢
GCC 75581 10376¢ 2899( 2999( 38.4 28.¢
Benir 63¢ 152¢ 47¢ 49C 73.€ 32.1
Burkina Fas 814 53C 28C 20C 34.4 377
Cameroo 149t 1851 103C 109¢C 68.€ 58.¢
Chac 177 382 98 157 55.4 41.1
Cote d'Ivoire 2991 254¢€ 173C 120¢ 57.€ 47.1
Gabor 111€ 144¢ 65C 104C 58.1 71.¢
Gambi: 32¢ 39¢€ 12¢ 132 36.5 33.
Guinet 77¢% 477 36C 32C 46.5 67.1
Guinea Bissa 91 96 46 31 50.5 32.2
Mali 1222 1404 37C 37¢ 30.2 26.L
Mauritanie 61C 43E 32C 34C 52.8 78.2
Mozambigu 817 1462 18C 18C 22.C 12.2
Niger 362 324 17¢ 18C 47.C 55.€
Nigeria 7582 1148¢ 314C 438( 41.4 38.1
Senege 1537 2134 98C 97C 63.€ 45.F
Sierra Leon 198 42¢€ 90 22C 45.5 51.€
Somali 24€ 35¢ 18 24 7.3 6.8
Sudai 160¢ 1814 54C 54C 33.€ 29.¢
Togc 108¢ 35¢ 28C 30¢ 25.7 84.t
|Ugand: 86C 964 22C 17¢ 25.€ 17.€
SSA 2456( 3040¢ 1109z 1233¢ 45.2 40.€
Azerbaijar 107¢ 143C 36C 31C 33.E 213
Banglades 737C 9011 63C 76C 8.5 8.4
Brune 2352 378 69C 15C 29.2 40.2
Guyan: 554 652 80 70 14.4 10.7
Indonesi 27331 38791 458( 399C 16.€ 10.2
Iran 13115¢ 1833 489( 593C 3.7 32.2
Irag 1431 2694 56C 157¢ 39.1 583
Kazakhsta 4257 6362 143C 138C 33.€ 21.3
Kyrgyz Rep 841 467 10C 50 11.¢€ 10.7
Malaysie 5831¢ 73851 149C 844( 2.6 11.4
Pakistal 930¢ 1019: 173C 183C 18.€ 18.C
Surinam: 552 512 168& 12€ 30.4 24.€
Tajikistar 711 49 50 30 7.0 61.2
Turkmenista 96€ 57¢ 18C 23C 18.€ 40.£
Uzbekistal 305¢ 73€ 66C 47C 21.€ 63.¢
Yemer 2167 3027 74C 62C 34.1 20.E
Others 30057 22787¢ 40522 5062¢ 13.£ 22.2
OIC Total 50995¢ 46947+ 14143¢ 14529t 27.7 30.¢

Source: IMF, Direction of Trade Statistics, yeark8602.
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ANNEX B
TABLE B1: PREVIOUS AND PROSPECTIVE EU ENLARGEMENTS
1973 Denmark,reland and the United Kingdom
1981 Greece
1986 Portugal and Spain
1995 Austria, Finland and Sweden

2004 Cyprus, the Czech Republic, Estonia, Hungary, laatvi
Lithuania, Malta, Poland, Slovakia and Slovenia
2007 Bulgaria and Romania
Source: http://www.europa.eu.int/comm/enlargement.

TABLE B2: THE STATE OF PLAY OF ACCESSION NEGOTIATIO NS
(DECEMBER 2002)*

Chapter/ Country** BU|CY [CR|EE |HU | LT |LV |[MT | PL [RO | SL | SK
1. Free movement of goods X X X X X X X X q X
2. Free movement for persons @ X
3. Freedom to provide services X X X X qQ X X
4. Free movement of capital X X X X X X X X [¢] X X
5. Company law X X X X X X X X X X X X
6. Competition [¢] X X X X X X X X [¢] X X
7. Agriculture [¢] X X X X X X X X o X X
8. Fisheries X X X X X X X X X X X X
9. Transport o X X X X X X X X o X X
10. Taxation X X X X X X X o X [¢] X X
11. Economic & Monetary Union X X X X X X X X X X X X
(EMU)
12. Statistics X X X X X X X X X X X X
13. Social policy X X X X X X X X X X X X
14. Energy X X X X X X X X X [¢] X X
15. Industrial policy X X X X X X X X X X X X
16. Small & medium-sized X X X X X X X X X X X X
Undertakings (SME)
17. Science & research X X X X X X X X X X X
18. Education & training X X X X X X X X X X X X
19. Telecomm & IT X X X X X X X X X X X X
20. Culture & audio-visual X X X X X X X X X X X X
21. Regional policy [e] X X X X X X X X [e] X X
22. Environment [e] X X X X X X X X [¢] X X
23. Consumers & health protection X X X X X X X
24. Justice & home affairs g X X X X X X X X o X X
25. Customs Union X X X X X X X X X X X X
26. External relations X X X X X X X X X X X X
27. Common Foreign & X X X X X X X X X X X X
Security Policy (CSFP)
28. Financial Control X X X X X X X X X [e) X X
29. Financial & budgetary provisions q A X X [e) X X
30. Institutions X X X X X X X X X X X X
31. Other - X X X X X X X X - X X
Chapters opened 3 31 3L 31 1 1 B1 31 31 30 31 31
Chapters closed 23 3] 3 S ' 1 Bl Bl 31 |16 [31 |31

Source: http://www.europa.eu.int/comm/enlargemegdtiations/pdf/satateofplay_20_12_02.pdf.

* Chapters opened, but still subject to negotiatrennaarked ( O ). Chapters closed are marked ( X ).
*BU: Bulgaria; CY: Cyprus; CR: Czech Republic; EE: EsapilU: Hungary; LT: Lithuania; LV: Latvia; MT:
Malta; PL: Poland; RO: Romania; SL: Slovenia; SKav@kia.
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TABLE B3: COPENHAGEN AGREED FINANCIAL PACKAGE:

MAXIMUM ENLARGEMENT-RELATED COMMITMENTS

BETWEEN 2004 AND 2006 FOR 10 NEW MEMBER STATES

(EUR MILLION, 1999 PRICES)
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2004 2005 2006
Heading 1: Agriculture, of which 1897 3747 4147
la. CAP 327 2032 2322
1b. Rural development 1570 1715 1824
Heading 2: Structural actions after capping, of wheh 6070 6907 8770
Structural Fund 3453 4755 5948
Cohesion Fund 2617 2152 2822
Head_lng 3: Internal_ policies an_d additional 1457 1428 1372
transitional expenditure, of which
Existing Internal policies 846 881 916
Nuclear safety 125 125 125
Institution building 200 120 60
Schengen facility 286 302 271
Heading 5: Administration 503 558 612
Total (Headings 1, 2, 3 and 5) 9927 12640 14901
Total commitment appropriations (Berlin 1999 sceyar | 11610 14200 16780
Payment appropriations (Enlargement) 5686 10493 11840
Payment appropriatior(8erlin 1999 scenario) 8890 11440 14220
Special cash flow facility 1011 744 644
Temporary compensation 262 429 296
Total 1273 1173 940

Source: http://www.europa.eu.int/comm/enlargemaatrfcial_package.
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TABLE B4: COPENHAGEN AGREED FINANCIAL PACKAGE: TOTA L
COMMITMENT APPROPRIATIONS, 2004-2006
(EUR MILLION, 1999 PRICES)

CY |CR EE |HU |PL SL |LT LV SK MT  [Total
Agriculture
- CAP 4682
- Rural development 66| 482| 134| 534| 2543| 250| 434 291| 352 24| 5110
Structural actions 101| 2328| 618| 2847| 11369| 405| 1366| 1036| 1560 79| 21746
Internal Policies 4256
of which:
Existing policies 2642
Institution building 380
Schengen facility 0 0| 69| 148 280| 107| 136 71 48 0 858
Nuclear safety 0 0 0 0 0 0 285 0 90 0 375
Administration 1673
Special cash-flow
Eacility 38| 358| 22| 211| 1443| 101 47 26 86 66 2398
Temporary budgetary
Compensation 300| 359 0 0 0| 131 0 0 0 166 987
Total Commitments 40852

Source: http://europa.eu.int/comm/enlargement/nietims/pdf/financial_framework.pdf.



