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EU ENLARGEMENT AND ITS IMPLICATIONS FOR
THE OIC COUNTRIES

Muratilkin®

The EU’s recent enlargement on 1 May 2004 is likelynave a considerable
impact on its neighboring countries, including OtGuntries. Essentially,
EU’s new members will benefit from more EU fundseTarticle explains
in what context the new members will benefit fromembership while
examining the possible implications of EU enlargatnen the economies
of neighboring OIC countries, particularly thoseesnthat it has close
economic ties with. To that end, EU’s relationshwv®IC Mediterranean
countries, the Gulf Cooperation Council Countri€€C) and OIC countries
in Central Asian Region are explained within thenteat of existing trade
agreements as well as the EU’s “Wider Europe — Nerghborhood” policy.
It appears that OIC countries in these regions ¥élie ever-increasing
challenges from EU enlargement, as they will withpsssible changes in the
direction of EU’s trade and investment flows. Moren increased EU
investments in the new EU countries will becomeparse of challenge for
the OIC countries.

1. INTRODUCTION

The establishment of the European Union (EU) dbatek to the early
1950s when its founding six membletseated a single market for their coal
and steel industries on 18 April 1951 by signing Tneaty establishing the
European Coal and Steel Community (ECSC), whichredtinto force on
23 July 1952. This was later followed by the caratof the European
Economic Community (EEC) on 25 March 1957 by thealy of Rome.
The joining of 10 new member stetemost of them in Central and Eastern
Europe, to the EU on 1 May 2004 constituted theolysififth enlargement
since its establishment (Table A.1 in the Annex).

" Research Assistant at the SESRTCIC.

! Belgium, France, Germany, Italy, Luxembourg and the &t&thds.

2 Hungary, Poland, the Czech Republic, Estonia, Latvidyuliia, Malta, Cyprus,
Slovenia and Slovakia.
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The decision to admit these countries to the Umias taken at the
Copenhagen European Council on 12-13 December 200&over, the
EU’s objective is to welcome Bulgaria and Romargarember states in
2007 (Table A.1 in the Annex). In this respectth& remaining two
candidates join the Union as envisaged by the ttalage of 2007, all the
10 Central and East European Countries (CEECshaiif¢ joined the EU.

Following its enlargement on 1 May 2004, the Unbmtame more
powerful, both economically and politically, in theorld arena. Since
the EU is already a major economic player globaty/growing power
will have an impact on all regions of the world, ripaularly in
neighbouring regions, including the OIC memberestafThe EU and
OIC countries have traditionally maintained stropglitical and
economic relations. Since the end of World War tHe relations
between both sides have been primarily developenugi trade, EU
investments, bilateral association agreements imadgidial protocols. In
this regard, close ties have been established batti® Union and OIC
Mediterranean countries. In fact, due to geograptroximity and
historical reasons, there is a strong potentiafdcther developing those
ties in the future. On the other hand, the econdieg between the EU
and the Gulf Cooperation Council (GCC) are worthntimming since
significant progress has been achieved on that fiod both sides are
committed to further strengthening those ties.

As the Copenhagen European Council of 12-13 Decerbé2
confirmed, enlargement is an opportunity to promstability and
prosperity beyond the new borders of the Union.sThas been
reaffirmed with Communication No. 104 on “Wider Bpe—New
Neighbourhood” adopted by the European Commissiorib March
2003. It sets out a new framework for relationsrae coming decade
with neighbouring countries, specifically in theuio and east, which
do not currently have a perspective of membershtpalinich will soon
find themselves sharing a border with the Unione Policy covers
Algeria, Belarus, Egypt, Israel, Jordan, Lebanoihy&, Moldova,
Morocco, Palestine, Syria, Tunisia and Ukraine.W\the decision of
the Council of the European Union on 14 June 2(04as extended to
cover Armenia, Azerbaijan and Georgia (Council bé tEuropean
Union, 2004, p. 14). Thus, this policy will requirecreasing regional
cooperation towards achieving further prosperity time regions
concerned through strengthened relations betweenBH and its
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neighbouring countries over the coming years. Tpadicy is not
viewed as an alternative but as a means of enhgribm Barcelona
Process which constitutes the basis of the EuroHdednean
Partnership.

Since the “Wider Europe” policy seeks to embracentdes in
nearby regions through establishing cooperativatiogls with them, it
will be beneficial for both the EU members and theastern and
southern neighbouring countries as relations batwke two could be
further strengthened over the coming years. Duthédar concern over
potential challenges in those regions from othéght®uring countries,
the EU’s new members will find it necessary torsfithen their existing
links with their eastern neighbours, namely thentnes in the Central
Asian region. It is likely that relations betwede hew members and the
OIC countries in Central Asia will be based on nalitmterest and not
on competition if close economic ties are developetween those
countries and the Unioilowever, competition is likely to prevail in the
medium term as countries in the region experientarsitional period
in adjusting to the new environment.

This policy also reaffirms the EU’s continued irgstrin developing
further economic ties with countries in its neighbing regions and its
support of other new initiatives that will lead forther integration
between its members and their neighbouring countnie the years
ahead. Thus, it is likely that any further regioeabnomic cooperation
that would take place between the EU and its neigtibg countries
will contribute to promoting EU-OIC relations.

Regional cooperation has played a key role in thé bf the EU as
well as in its successive enlargements. It haseghmore worldwide
recognition nowadays since more regional blocs hewerged and
many countries seek to be part of those groupirggsa aneans of
avoiding exclusion from the regional economic psss that may
eventually bring prosperity to their members. Thd &eveloped its
neighbourhood policy in line with considerations vagi to
developments that are likely to take place inrtsnediate environment
following the enlargement. This also offers an apoity to identify
new areas of cooperation between the EU and cesnini nearby
regions as well as develop a new framework for iptes€nlargements
in the future.
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The second section of the article discusses thargarhent process
in the light of the pre-accession financial assisgaprovided to the
CEECs. The third section reviews the EU’s relatiovith the OIC
Mediterranean partner countries, countries of th€CGand OIC
countries in Central Asia. The fourth discussesgba that are likely to
take place within the Union following the enlargemeand the
implications and challenges of the EU enlargementtfe OIC countries
in neighbouring regions. The article ends with doding remarks on
the overall impact of the EU enlargement.

2. EU ENLARGEMENT AND THE CEECs: PRE-ACCESSION
FINANCIAL ASSISTANCE

The Copenhagen European Council set out in Jung tt@Ocriteria and
conditions for accession to the Union. The Esserofgan Council
finalised in December 1994 the pre-accession giesewhile the Madrid
European Council asked the Commission in Decem886 1o give its
opinion on each applicant country. The Luxemboungogean Council
decided in December 1997 that accession negotiakiegin immediately
with six candidates, to be joined in a second wayive more.

Following the decisions of the Copenhagen Europ€anncil in
2002, accession negotiations with the Czech Repulistonia,
Hungary, Latvia, Lithuania, Poland, Slovakia andov@hia were
successfully completed and the respective accetsaties were signed
at the Athens Summit on 16 April 2003. On 1 May 208xcept for
Bulgaria and Romania which are expected to joirBbein 2007, all the
CEECs joined the Union.

The CEECs had close relations with the EU througbperation
agreements called the Europe Agreements which wigmed in the
period 1991-1996 (Table 1). Hungary and Poland were first
countries to sign those agreements in December.1B91une 1996,
Bulgaria, the Czech Republic, Romania, Slovakiatolia, Latvia,
Lithuania and Slovenia had also signed them. Adl digreements came
into force by February 1998.

The Europe Agreements aim to establish a Free TAada (FTA)
between the parties. Trade between the CEECs andtlthhas been
gradually liberalised since the entry into forcethé Agreements in
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1994. This process can be regarded as the EU'sedadttempt to
gradually open its markets to its eastern neighgour

Table 1: Europe Agreements with Central and
East European Countries (CEECS)

Europe Agreement | Europe Agreement

Country psigr?ed carﬁe in?o 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

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

The Agreements also envisage financial assistaytieebEU to help
finance the economic and social reforms in the C&EChe
Poland/Hungary Assistance for the Reconstructionthef Economy
(PHARE) programmie which was originally established to assist
Hungary and Poland, is identified in the Agreemeassthe financial
instrument specifically aimed at helping to achiéve objectives of the
Agreements.

As accession to the European Union is now the raam of the
candidate countries, the Europe Agreements haveontec the
framework within which those countries are prepgufior membership.
In this context, all those programmes seek to hbkp remaining
candidate countries of the CEECs carry out the iredqueforms for
fulfilling the accession criteria. Since BulgarindaRomania have not
yet joined the Union, they are still beneficiariefsthe pre-accession
financial assistance provided by the Union undesé¢hprogrammes.

The candidate countries of the CEECs that haveegbthe EU on 1
May 2004 benefited from the EU pre-accession fir@nassistance
under the following programmes:

¥ PHARE was established in 1989 by Council Regulation nc6/3989.
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» Poland/Hungary Assistance for the ReconstructiothefEconomy
(PHARE).

« Instrument for Structural Policies for Pre-Access{tSPAY.

» Special Accession Programme for Agriculture and aRur
Development (SAPARD)

The PHARE programme was reoriented to provide @sgie to the
applicant countries of the CEECs following the 19@8penhagen
Council’s invitation to the CEECs to apply for Elémbership. ISPA and
SAPARD were established in 1999 as a supplemerthéoPHARE
programme. These two grant instruments were eskedulias a result of
the initiatives taken on 26 March 1999 at the BeHuropean Council as
part of the ‘Agenda 2000’ programme for increasee-grcession
assistance in the period 2000-2006. ISPA providppat to investments
in transport and environmental protection while 38D is designed to
channel grants into agricultural reforms and rdealelopment.

Since its inception in 1989, the PHARE programme tiadergone
significant changes in terms of design, focus amghtry coverage. Ever
since the Luxembourg Council launched in 1997 ttesgnt enlargement
process, the PHARE funds have focused entirelyhenpre-accession
priorities highlighted in the Road Maps and the dsxion Partnerships.
Moreover, an additional area was identified for gexiod 2000-2006,
which was to provide support for investment in epoit and social
cohesion so as to help future member states ugelit&ructural Funds.

Meanwhile, the European Commission has increasitrglysferred
responsibility for the management and implementatb the PHARE
programmes to the authorities in the candidate GHBDuUgh a process
of Extended Decentralisation. In this respect, aaté countries are
required to operate under the Extended Decentdalisglementation
System (EDIS) to prepare for the transition to $teictural Funds and
facilitate the implementation of the PHARE projeatter accession.

Moreover, substantial changes are being made tsdbpe of the
programme after the entry of eight out of the l@dieiary CEECs
under the PHARE programme to the Union on 1 May42@lthough

* ISPA was established in June 1999 by Council Regulation no. 1267/1999.
® SAPARD was established in June 1999 by Council Regulation268/1999.
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2003 marked the last year of programming for theedimg countries,
contracting of projects will continue until 2005dapayments based on
those contracts can continue until 2006. The impletation of all
ongoing projects in the new member states continndsr EDIS.

Until 2003, the overall annual budget for the 105CEE under ISPA
was 1.1 billion euros and under SAPARD 560 miffioim 2004, while
ISPA had a budget of EUR 452 million for BulgarindaRomania,
SAPARD'’s budget amounted to 225.2 million for thae® candidate
countries. Bulgaria and Romania together have k#Etated some
EUR 4.5 billion in pre-accession aid for the perid@04-2006 while
Turkey, which benefits from a separate pre-accasiinding, is due to
receive approximately 1.1 billion euros during geme period (EU’'s
Representative Office in Turkey, 2004, p. 3).

The PHARE programme will support institutional lgiilg in the
new member states until 2006. Between the datecéssion and the
end of 2006, the EU will provide financial assistarno the new member
states to develop and strengthen their adminig&ratiapacity. The
strengthening of institutional capacity will be agssed in areas which
cannot be financed by the Structural Funds sucjustge and home
affairs, financial control and internal market,liting customs union.

Between 1990 and 1999, the EU committed EUR 6l®bilithin
the framework of the PHARE programme. For the me2000-2006,
the programme will provide the CEECs with EUR 1lilédn (Table A.4
in the Annex). The ISPA has a budget of EUR 1 dnillper year until
2006 while the SAPARD has a budget of 520 million.

Moreover, with the phasing out of the pre-accessi@iruments
PHARE, ISPA and SAPARD and the phasing in of the@ural Funds
and the Cohesion Fufidhe EU financial support increased substantially

® Enlargement: Pre-Accession AssistanBAPARD viewed on 28 December 2004 at
http://europa.eu.int/comm/enlargement/pas/sapard.htm.

" The Structural Funds comprise the European Regional Develoguedt(ERDF),
European Social Fund (ESF), European Agricultural GuidanceGasdtantee Fund
(EAGGF) and Financial Instrument for Fisheries GuidgR¢EG).

® The Cohesion Fund was set up in 1993 to help member states @it#P lower than
90 per cent of the EU average, and just like the ISPAranoge, it finances large-
scale environment and transport projects.
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and became fully decentralised. The PHARE progrardoes not have
a direct successor as in the case of ISPA and SARARich will be
replaced by the Cohesion Fund and European Agui@ilGuidance and
Guarantee Fund (EAGGF) respectively.

Eligibility for the Cohesion Fund is restricted tnember states
whose GNP is less than 90 per cent of the EU aeer@lge Cohesion
Fund differs from the Structural Funds in thatstbased on member
states rather than regions. Member states arebleligor Cohesion
Funding while eligibility for the Structural Funds usually specific to
certain regions. Ireland, Greece, Spain and Pdriwgee qualified as
eligible countries for the Cohesion Find

The first funding period of the Cohesion Fund wa931999 while
the current period runs from 2000 to 2006. A miadrtereview for
eligibility was undertaken in 2003 and, on thatiabeland ceased to
be eligible for the Funds from the end of 2003.

In the period 1993-1999, the total assistance fitenCohesion Fund
to the four Cohesion countries amounted to EURWlibn of which
Ireland received 9 per cent, Spain 55 per centGmce and Portugal
18 per cent each. A budget of EUR 18 billion walecated to the
Cohesion Fund for the period 2000-2806

The new member states will be qualified for the €3bn Fund
support as long as they meet the necessary critgléaeover, those
countries will receive increased financial supgain the respective EU
funds in the years ahead. On the other hand, likidy that those
countries will benefit from those funds at an irasieg rate. This will
ensure that they build on their past achievemeXgsa result, progress
will be achieved in various economic fields at anederating rate over a
shorter period of time which will contribute to neased investments in
the new member states over the coming years.

It can be said that the Europe Agreements incretieegrospect of
the CEECs becoming EU members as they provided thgimtrade

® In the following sections, Ireland, Greece, Spain and Pairwil be referred to as
Cohesion countries.

10 NDP/CSF Information Office Web Site, Cohesion Fund,
http://www.csfinfo.com/htm/cohesion_fund/
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concessions and other benefits. By 1997, all theC&had applied for
membership and most of them became members of thenU
following the recent EU enlargement in 2004 (Tal#{e8 in the

Annex). However, since market economy is not fudgveloped in
those countries, it will take some time for thematdjust to the new
environment. Moreover, it is likely that some obsle countries will
have better prospects depending on the level ofrpss achieved in
this transitional period.

On the other hand, the European Investment BaniB)(HElas
provided support for the transition and integratimocesses in the
CEECs since 1990. The EIB loans provided in 2003th® new
member states in Central Europe amounted to EURbili8n (EIB,
2003, p. 25). More than one third of the loans etyavere in favour of
the transport and telecommunications infrastrustuTdis is important
since the integration of the new and prospectivenber states into the
Union can best be assessed through facilitatingeate transport and
telecommunications infrastructures. Without enowgipport to this
important area, it is difficult for the EU to eslsh the desired
economic channels with its partners in neighbourirggions.
Consequently, this area will remain a priority Ire tUnion’s financial
assistance to particularly those countries in n@dghing regions with
which the EU already has close economic ties and ima fact
developed a desire for welcoming them in the Uniorprospective
enlargements.

Following the recent EU enlargement, new membdesthecame at
the same time shareholders of the Bank, which ¢faen full access to
its facilities on the same basis as the 15 memtagess before 1 May
2004. The Bank continues to support Romania andydial in their
preparations for EU membership in order for thosentries to become
members as envisaged in 2007. The Bank combindmaiscing with
the EU pre-accession instruments PHARE and ISPAdlp them
implement their national development plans andefogteir economic
integration into the Union. Moreover, the Bank vatl-finance projects
financed by the available EU funds and the new nezndbates will
receive those grants as set out in the Accessieati€s signed with
them in Athens on 16 April 2003.
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3. RELATIONS BETWEEN THE EU AND OIC COUNTRIES

3.1. Relations between the EU and OIC Countries ithe Southern
Mediterranean and the Middle East

The EU-Mediterranean relations reached a partnerihviel with the

launching of the Euro-Mediterranean Partnershipratie 15 member
states of the EYJ and 12 Mediterranean partner countfiesgned the

Barcelona Declaration at the Euro-Mediterraneanf€ence of Foreign
Ministers in Barcelona on 28 November 1995 (EU,®Q® 1). Thus, a
significant achievement was made in capturing thétJs attention to

the Mediterranean region by bringing the Mediteeam issue back on
the European agenda and launching the Barcelonee$saduring the
Spanish EU Presidency in 1995.

The Barcelona Process is a regional framework whHhcimgs
partners together at the political and technicatle to promote their
common interests. In this respect, it builds onvtieous Mediterranean
policies developed by the EU since the 1960s. Tineetmain goals of
the EU Mediterranean policy are defined in the WiBrkgramme of the
Barcelona Declaration as follows:

» Strengthened political dialogue on a regular basis.
» Development of economic and financial cooperation.
» Greater emphasis on the social, cultural and hutiraensions.

An essential feature of the implementation of theuroE
Mediterranean Partnership has been the negotiadiorthe Euro-
Mediterranean Association Agreements between the &id its
Mediterranean partners, which replace the Coomeraf\greements
dating back to the 1970s. The provisions of theoBvediterranean
Association Agreements governing bilateral reladiorary from one
partner to another but have certain aspects in ammithese aré

11 Austria, Belgium, Denmark, Finland, France, GermanyeGe, Holland, ltaly,
Ireland, Luxembourg, Spain, Sweden, Portugal and the UK.

12 Algeria, Cyprus, Egypt, Israel, Jordan, Lebanon, stimle, Malta, Morocco, Syria,
Tunisia and Turkey.

3 The Euro-Mediterranean Partnershipssociation Agreementgiewed on 28
December 2004 at
http://www.europa.eu.int/comm/external_relations/euromsdageements.



EU Enlargement and its Implications for the OIC Countries 45

» 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 aids and molies;

» Economic cooperation in a wide range of sectors;

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

* Cultural cooperation.

Thus, the Euro-Mediterranean FTA foresees free etrad
manufactured goods and the progressive liberadisatf trade in
agricultural products. To that end, the Euro-Mediteean Association
Agreements are a step towards the creation of aerwiduro-
Mediterranean FTA with the EU, which will be madaspible through
the full implementation of the Partnership in liwigh the Association
Agreements.

The Association process still remains at the cdrihe Partnership.
In this regard, the EU enlargement will act asrang incentive for the
Mediterranean EU member states to launch a morectefé and
comprehensive policy towards the southern Mediteaa. The
agreements in force are being actively implementecbugh the
Association councils, committees and the compratherset of technical
sub-committees being set up (EU, 2003d, p. 4). heartprogress
achieved in this respect, particularly the comptetof the ratification
process of the Agreements not yet in force withedilg, Lebanon and
Syria, will be a valuable achievement for the Ranghip (Table 2). This
will also serve to further strengthen those coestrbilateral relations
with the Union and help them keep pace with thesttgpments that will
take place within the EU, particularly those whieiti have a paramount
effect on its regional policy on the Mediterraneagion.

Moreover, the Association Agreements will contineeprovide a
useful means of enhancing trade between the EU @i@
Mediterranean partners and bridging the gap betwinen CEECs
through budgetary compensation on accession. TihesAssociation
Agreements with the OIC Mediterranean partners pakitively affect
those countries’ foreign trade with the Union aik versa
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Table 2: Progress of Negotiations on Euro-OIC Medgrranean
Association Agreements

Concluded Signed Entered into Force
Algeria December 2001 April 2002
Egypt June 1999 June 2001 June 2004
Jordan April 1997 November 1997 May 2002
Lebanon* January 2002 June 2002
Morocco November 1995 February 1996 March 2000
Palestine** December 1996 February 19971
Syria October 2004
Tunisia June 1995 July 1995 March 1998

Source: http://www.mic.org.mt/EUINFO/subjects/CFSBM(00)497.htm, p. 16.

Note: Turkey signed an Association Agreement wite EU in September 1963, which came
into force in December 1964. Among others, thise®gnent aims to achieve a Customs Union.

*An Interim Agreement between the European Commuaitg Lebanon was signed in July
2002 and entered into force in March 2003.

** An Interim Agreement regarding the trade provisiofshe Agreement entered into force in
July 1997.

The existing Mediterranean Development AssistanBEDA)
programme is the main financial instrument of thed=Mediterranean
Partnership. It is based on a regulation adopteithéyCouncil of the EU
in 1996 that was later amended in 2000 by ano#gulation known as
“MEDA 1I”. In this respect, two periods emerge undiéhe MEDA
Programme: MEDA 1, covering the 1995-1999 periodd MEDA I,
covering the 2000-2006 period.

The European Community grant aid has increased R 3.5
billion under MEDA 1 to 5.4 billion under MEDA IIThus, from 1995 to
2003, MEDA committed EUR 5.4 billion in cooperatipnogrammes,
projects and other supporting activities, the reglo activities
comprising around 15 per cent of this budget. A& #nd of 2004,
payments (EUR 750 million) will, for the first time the history of
MEDA, overtake the amount of commitments (EUR 7G0ion) (EU,
2003d, p. 10).

During the mid-term Euro-Mediterranean Foreign Miars’
meeting, held in Crete on 26-27 May 2003, the nenssinvited the
Commission to explore how, within the existing MEDamework, a
more substantial involvement of the Mediterraneantners in the
relevant EU programmes could be achieved. Befaestid of 2005, the
Commission must submit to the Council an evaluaticeport
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accompanied by proposals regarding the future o WtNMEDA

programme with a view to its being reviewed by euncil. Future
financial assistance under MEDA and its successtir fwrther give

priority to and focus on supporting reform, whilésa taking into
account the other objectives of the Barcelona Ro¢EU, 2003d, p.
10).

These grants from the Community budget are accomgahy
substantial lending from the EIB that has lent EWR billion for
developing activities in the Euro-Mediterraneantpars since 1974. For
the period 2002-2003, the EIB lending amounted WRE.7 billion as
there has been a gradual increase in the volunigBfending to the
Euro-Mediterranean partners from EUR 1.4 billior2001 to 2.1 billion
in 2003 (EIB, 2003, p. 26).

Lending to the Mediterranean partner countries hredca record
high level in 2003, which is the first operatioyahr since the launch of
the Euro-Mediterranean Facility for Investment arrhrtnership
(FEMIP) in October 2002. The FEMIP foresees EUR 8 to 10 billion of
funding for investment in those countries. As FEMI®p priority is to
promote private-sector development and supporteptsj helping to
establish a viable environment for private investini is likely to have
a positive impact on increasing foreign direct stweent (FDI) inflows
to the region. The Euro-Mediterranean Investmentni®i, held in
Marseilles on 13-14 January 2005, studied the grapegic role of the
Mediterranean region, including a study of the foemle zone models
that have been created to stimulate FDI. Sinceaviatid Cyprus joined
the EU, the Mediterranean region is defined as td® southern
Mediterranean and Middle East trading partnersiefgU.

Communication No. 104 on “Wider Europe—New Neighthood”,
which was adopted by the European Commission oadch 2003,
proposes a new framework for the relations with Et#s eastern and
southern neighbours. As it proposes that the Uniorks in partnership
to develop a friendly neighbourhood with those d¢des with which it
has close, peaceful and cooperative relationspitigges an opportunity

1 Euro-Mediterranean Investment Summit, Marseille, Fran@aved on 28 December
2004 at
http://www.eib.eu.int/news/events/event.asp?event=10.



48 Journal of Economic Cooperation

for further enhancing the relations between itghleours. The policy
initially covered Algeria, Belarus, Egypt, Isragbrdan, Lebanon, Libya,
Moldova, Morocco, Palestine, Syria, Tunisia and dike. With the

decision of the Council of the European Union onJlide 2004, it was
extended to cover Armenia, Azerbaijan and Geor@augcil of the

European Union, 2004, p. 14).

This Communication, which was endorsed on 19-2@ 2003 by
the Thessaloniki European Council, suggests thagturn for concrete
progress demonstrating shared values and the igdaatplementation
of political, economic and institutional reformd| the neighbouring
countries should be offered the prospect of a stakhe EU's internal
market. On the other hand, it does not attemptefgace bilateral
agreements but rather seeks to build upon theimgistamework to
promote the establishment of a more integrated aniary pan-
European market incorporating both the EU and faitsoneighbouring
countries. It can generate trade between the EUtlaoge neighbours.
Moreover, the implementation of this policy will diade the
development of Action Plans for individual counstiewhich will
promote partnership with the country and, throutg trade-related
sections, encourage progress towards the objeadivea greater
integration and liberalisation.

At the meeting in Crete on 26-27 May 2003, the sters discussed
the application, in a concerted manner, of thecgajuidelines proposed
in the Commission Communication on Wider Europe tize
Mediterranean partners. They agreed that the peabosew
Neighbourhood Policy sets out means to reinforeeBarcelona Process
and to develop closer cooperation based on the ahuéeognition of
common interests. The meeting provided a basith®dmanner in which
the approach proposed by the Communication couldske in order to
improve cooperation with the Mediterranean partnebodaterally
through the Association Agreements, and multildierthrough the
Euro-Mediterranean Committee and Senior OfficiMgeting. This will
encourage regulatory reform, especially in the ises/sector, that can
give a strong boost to economic growth and comipetiess.

The mid-term Euro-Mediterranean Foreign Ministerseting, held
in Dublin on 5-6 May 2004, emphasised that Europethe most
important player in the Mediterranean, and rea#idha strong political
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commitment to the Barcelona Process and all iisites. Furthermore,
the EU indicated that it will continue to pursue s$ipecific EU Strategic
Partnership with the Mediterranean and the MidddstEbased on the
existing frameworks, in particular the Barcelonadess as far as the
Mediterranean is concerned, and aim for the ap@tprarticulation
between the different frameworks.

The meeting in Dublin also recognised the potentialthe new
Neighbourhood Policy to build on the Barcelona Bsscand to further
it on the basis of jointly agreed action plans & &s the opportunities
and benefits offered to the Mediterranean partoentries through this
Policy. In this respect, it was acknowledged thla¢ tAssociation
Agreements and the national action plans under Ewopean
Neighbourhood Policy should be fully utilised topport reforms and
modernisation.

On 29 September 2004, the European Commission etkcid
simplify the funding of external assistance worldaviby reducing the
number of financial instruments for the deliveryaifl. In this respect,
from 2007 onwards, the European Neighbourhood aadné@rship
Instrument (ENPI), which is one of the four newtinments to be set up
under the Future Financial Perspective 2007-2018, replace the
current MEDA programme in the Mediterranean Partoeuntries.
Since Turkey as a candidate will be covered by Pme-Accession
Instrument, the ENPI will cover 9 MediterraneantRars only.

During the Euro-Mediterranean Foreign Ministers’atieg held in
the Hague, the Netherlands, on 29-30 November 206 ministers
welcomed the progress made in developing the Earope
Neighbourhood Policy as a policy to enhance thec8ana Process
(EU, 2003d, p. 2). It was stated that through thosicy, the EU will
work with each partner country individually, at thppropriate pace, to
deepen political and economic integration and aehtae objective of a
privileged relationship based on shared values,omsed by the
Barcelona Process.

In this respect, the Agadir Process, which wagsait@itl in May 2001
with a view to creating an FTA among Egypt, Jord&lmrocco and
Tunisia, is an important sub-regional initiativathvill contribute to the
completion of the Euro-Mediterranean FTA, launcledarcelona in
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December 1995. Egypt, Jordan, Morocco and Tunisiacladed the
Agadir Agreement in March 2004 which is a majorpst®wards
regional trade and economic integration.

During the meeting in Dublin, the ministers acknesded the
Agadir Agreement as a major step forward in thetls@&outh regional
integration. Furthermore, they confirmed the commuorderstanding
that the Mediterranean partners which conclude@egents with the
EU should become part of the Agadir Agreementcecoadance with its
provisions, or part of the Euro-Mediterranean FTAtle target date of
2010 (EU, 2003c, p. 8). To this end, they also weled the signing of
an FTA by Turkey and Morocco. During the meetinghia Hague, the
ministers noted that the conclusion of an FTA betw@&urkey, on the
one hand, and Morocco, Palestine and Tunisia, enother, was a
significant contribution to the creation of the BiMediterranean FTA
by the target date of 2010. In this respect, #veath mentioning that
more recently, on 22 December 2004, Turkey sigmeBTA with Syria
as well.

On the other hand, Turkey's relations with the Ebicé back to
earlier times compared to those between the EU atuder
Mediterranean partner countries as they date badke early 1950s.
Moreover, Turkey’s relations with the Union are efetined from a
different angle as opposed to the other candidades OIC
Mediterranean partners due to its continued int@ntd join the Union
for the last four decades.

The EU-Turkey relations have a long history. On S@ptember
1963, Turkey and the EEC concluded an Associatigredment
(Ankara Agreement) which entered into force on Témber 1964. On
6 March 1995, Turkey signed a customs union agreemih the EU
which entered into force in January 1996. In 1980,the Helsinki
European Council, Turkey became a candidate. This important for
Turkey because it had expected to gain this staitls all the other
applicants at the Luxembourg European Council @719

As foreseen in the Helsinki European Council cosidus, the EU
Commission started to prepare an Accession Pahipergith Turkey
which was adopted on 8 March 2001. Following theragal of the
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Accession Partnership by the EU, Turkey annountedwn National
Programme for the Adoption of the Eatquis communautairen 19
March 2001 and submitted it to the EU Commissiamegk later on 26
March. Turkey has made remarkable progress inviiie the National
Programme in the context of the EU Accession Psces

At the Laeken European Council (14-15 December R0fHe
possibility of opening accession negotiations witlrkey was for the
first time explicitly mentioned at the highest leszeThe Council also
decided that Turkey take part in the ConventiorihenFuture of Europe
on an equal footing with the other candidates.h&t $eville European
Council (21-22 June 2002), it was mentioned that decisions could
be taken in the Copenhagen European Council inkbee2002 on the
next stage of Turkey’s candidacy based on the atialuis made by the
European Commission on the progress achieved hycthantry until
then.

The Copenhagen European Council, held in Decemli¥}2,2
concluded that if the European Council, on the dasf a
recommendation by the Commission, decides in Deeer@b04 that
Turkey has fulfilled the Copenhagen political aiiie the EU will open
accession negotiations with Turkey without delaje3e conclusions
were reaffirmed at the Brussels European Coundilime 2004.

Throughout this period, Turkey, determined to jte EU at the
earliest possible time, continued to adopt refoimsline with the
Copenhagen criteria. On 29 October 2004, along wita other
candidates Bulgaria and Romania, Turkey took pard iceremony in
Rome with the heads of state and government andsteia of foreign
affairs of the 25 member states to sign the treadyablishing a
Constitution for Europe.

The European Council of 16-17 December 2004 dectidestart
accession negotiations with Turkey on 3 Octobeb52Bwever, unlike
in the case of Bulgaria and Romania, a definite @t membership was
not pronounced. As this creates uncertainty abautéy’s exact date of
membership, it also implies that Turkey is likety do through a long
and difficult process in fulfilling the other EU gairements ahead. If
accession negotiations with Turkey start as scleedwin 3 October
2005, this will increase the importance of the Mewdanean region for
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the EU. The said European Council welcomed thesdmtitaken by the
Euro-Mediterranean Conference of Foreign Ministershe Hague to
declare 2005 as the year of the Mediterranean. ,Tthesyear 2005 is
likely to be promising in terms of achieving thesuoled progress
between the EU and its partners in the Mediternanea

3.2. Relations between the EU and the Gulf Coopetianh Council
(GCC)

On 26 May 1981, Bahrain, Kuwait, Oman, Qatar, S&rdbia and the
United Arab Emirates established the GCC by sig@ingagreement to
coordinate economic, political, cultural and segumpolicies among
them.

On the other hand, at the™®ession held in Muscat, Oman, on 30-
31 December 2001, the GCC Supreme Council, aftedystg the
measures taken for the establishment of a custarm,udecided to
bring forward its launching to 1 January 2003 iadtef January 2005. It
further decided to lower the common customs taoif6 per cent on all
foreign goods imported from outside the customsomnivith some
exceptions.

In 1989, the GCC and the EU concluded a Cooperagneement
to facilitate economic and commercial relationsaeetn them. Working
groups were established in the fields of industt@peration, energy
and the environment. The Agreement also foresekhinigotalks on a
Free Trade Agreement between the EU and the GCE€ G and EU
Foreign Ministers meet regularly to review the tielas between them
with a view to improving their economic ties.

The 12" Session of the Joint Council, held in Granadaebriary
2002, agreed to hold negotiation rounds on the Bf&n intensive pace.
It also agreed that negotiations should proceecdsie to their
conclusion by removing obstacles not yet overcontecvering all the
remaining sectors, including non-trade elements/e Fhegotiating
rounds took place during 2002 and another one &hMarch 2003
following the Joint Council meeting on 3 March bktsame year. The
Joint Council reiterated its view that trade, irtmesnt and cooperation
constituted the foundations on which the EU-GCCneaaic relations
would be developed and improved. It also notedptiogress achieved in
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the implementation of the Cooperation Agreement and the
negotiations on the FTA (EU, 2003a, p. 1-2).

The exports of the GCC member countries to the Eldumted to
USD 17.3 billion in 2002 (Table A.8 in the AnneXhis accounted for
12 per cent of the GCC'’s total exports. In the qerl998-2002, GCC
exports to the EU increased by 8.3 per cent peurantGCC imports
from the EU amounted to USD 33.9 billion in 2002alfle A.9 in the
Annex). This accounted for 35.9 per cent of the GQGtal imports. In
the period 1998-2002, GCC imports from the EU ineezl by 4.1 per
cent per annum. The GCC would be able to achiegiehitrade levels
with the EU following the entry into force of theeé trade area (FTA)
between them.

FDI inflows to the GCC fell from USD 5,234 milliom 1998 to
1,081 million in 2002 (Table A.12 in the Annex).&honclusion of the
FTA is likely to boost those inflows which, unticently, have been
modest compared to other regions’ (Table A.5 inAheex). It will also
promote other regional and international investmepportunities as
well as provide new investment regulations, legabtgrtion and
technology transfer. Local financing would alsodgwoe similar effects.

3.3. Relations between the EU and OIC Countries ithe Central
Asian Region

As with the CEECs through the Europe Agreements, BU has
Partnership and Cooperation Agreements (PCAs) thighOIC Central
Asian Republics (OIC-CAR) of Azerbaijan, Kazakhstdne Kyrgyz
Republic, Tajikistan, Turkmenistan and Uzbekist®CAs are legal
frameworks based on the respect of the democmaticiples and human
rights setting out the political, economic and &adlations between the
EU and its partner countriésMoreover, they are the foundations of the
EU’s relations with the Central Asian countries atigeir full
implementation is of high significance. Each PCAaiten-year bilateral
treaty signed and ratified by the EU and the irdiiail state. PCAs
between the EU and Azerbaijan, Kazakhstan, Kyrgyestand
Uzbekistan entered into force on 1 July 1999. Altjio a PCA was

5 EU's Relations with Eastern Europe & Central Advartnership & Cooperation
Agreementsviewed on 28 December 2004 at
http://europa.eu.int/comm/external_relations/ceeca/pca/inthex.
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signed between the EU and Turkmenistan, it is net in force.
Moreover,a PCAwas signed between the EU and Tajikistan on 11
October 2004 which provides for a significant strengthenioig the
relations between the Union and this country.

On the other hand, the inclusion of Azerbaijan ke t‘Wider
Europe-New Neighbourhood” policy, as outlined byn@ounication
No. 104 which was adopted by the European Comnmissinll March
2003, is an important step in further enhancingtie@hs with other OIC
countries in the Central Asian region. The EU’'satiehs with the
countries in this region have been governed by E@s technical
assistance programme for the Commonwealth of Inuigd States
(TACIS) since the beginning of the 1990s. Thus,utiio not a
completely new strategy, the EU’s recent attempuldiadevelop a
closer partnership between the EU and the courtdreserned.

The “Wider Europe” policy covers Armenia, AzerbaijeBelarus,
Georgia, Moldova and Ukraine from the countrieswtbom it had
contributed financial assistance under the TACISthe period 1991-
1999, the TACIS had committed roughly 4.2 billiaures of funding to
projects in the partner countries (Table A.7 in Amnex). However, by
the end of 1999, those countries experienced diftepatterns of
development. The TACIS is now more focused on dgief the
market economies of those countries as it is ngdorconfined to a
technical assistance programme following the iniotidn of its new
phase in January 2000. The new phase, which isn@thmo provide
assistance totalling 3.1 billion euros by the eh@@6, concentrates the
TACIS activities on fewer objectives to have a ®ight impact. From
2007 onwards, the European Neighbourhood and Rahipenstrument
will replace the current TACIS programme in Azejlai and other
countries in the region that are covered by thegean Neighbourhood
Policy.

The exports of the OIC countries in the Centralafisiegion to the
EU increased from USD 2,120 million in 1998 to 49illion in 2002
(Table A.8 in the Annex). In this period, the shafeexports to the EU
increased from 20.7 to 29.3 per cent. The impdrthe OIC countries
in the Central Asian region from the EU fell fronsD 2,750 million in
1998 to 2,231 million in 2002 (Table A.9 in the Am). In this period,
the share of imports from the EU in total impoedi from 23.2 to 16.2
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per cent. These countries’ trade levels with thede®llikely to increase
as they will enhance their ties with the Union otrexr coming years.

The total volume of FDI inflows to the OIC counsig Central Asia
has been small in comparison to other OIC groubl€lr A.12 in the
Annex). This becomes clear when FDI inflows to @k countries in
Central Asia are compared to those of other OlQugsoor countries.
FDI inflows to the OIC countries in Central Asidlfesom USD 2,510
million in 1998 to 2,279 million in 2003. In the pped 2001-2002, those
inflows increased from USD 3,329 million to 4,188illion.
Nonetheless, it is likely that FDI inflows to thegion will increase over
time as the OIC countries in Central Asia make msg towards
improving the business climate and take legal actdth a view to
promoting their investment opportunities.

4. EU ENLARGEMENT: IMPLICATIONS AND CHALLENGES
FOR THE NEIGHBOURING OIC COUNTRIES

The EU enlargement of 2004 has strengthened thenUsith extended
borders and a dynamic economy. In this respectptelthber states are
expected to benefit from a more dynamic economigirenment.
Moreover, the EU is determined to achieve a cotiademnelopment for
all its members. Consequently, the EU enlargemedikely to bring
high prospects for the EU member states.

Concerning the new members, the CEECs are likehetwefit from
EU membership in many ways. The EU enlargement negllt in the
redistribution of Structural Funds in favour of thew members, the
CEECs (Tables A.5 and A.6 in the Annex). This wittrease the latter’s
relative competitiveness in the EU markets oveetas their economies
are likely to be restructured to become strongesrddver, wages are
currently low in the CEECs compared to those indhier members.
Thus, considering the benefits of wage competigsnin the CEECs,
exporters of labour-intensive sectors are likelynove their production
facilities to this region. Consequently, the CEE@H be in a better
position to respond to competition as well as areconomic issues
such as unemployment which is currently, on averaigger than in the
rest of the EU (Table A.14 in the Annex).

6 Doing Business in the Triads B (Module 3898), Week 08: ¢>Binsiness in the
CEEC viewed on 5 January 2005 at http://bsnotes.bs.uce.ac.uléettur
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When the two regions are compared, the CEECs mag laa
advantage due to lower labour costs, but Westerrcd@tries have the
capital, experience, technology and brand namésubiald complement
most of the advantages acquired by the CEECs. Siggests that, for
the most part, the CEECs will provide labour-redatadvantages
whereas the other EU member states will providepstpin high
technology and capital-intensive sectors. On therohand, when the
high technology in the EU is combined with the tigkly cheap labour
force of the new members, it will bring additioredivantages to the
competitiveness of EU firms over the firms opermtin other countries,
including the OIC members. Consequently, EU enitsgproperating in
the CEECs are likely to become an engine of growah them.
Moreover, those firms may also offer potential b#sefor those
countries’ labour force if they invest in humanaeses, which will
increase the skilled labour force and employmerslla those countries
over time.

Furthermore, the emergence of positive conditiarthé CEECs will
encourage some multinational corporations (MNCs)yelmcate their
subsidiaries in those countries. Currently, the CEPprovide a viable
environment for increasing the share of FDI flowsce their markets
offer a high growth potential and advantages irolabHowever, it is
essential for those countries to continue to adBpt rules and
regulations and enhance their efforts to improwe dierall investment
climate to encourage foreign businesses to incréase investments,
particularly in the form of FDI inflows. These irstenents, from the
other EU member states could also intensify the pedition on FDI
between the CEECs and the Cohesion counfries

When FDI flows are observed, it becomes obvious tii@ amount
of inflows received by the CEECs increased fromd 21illion in 2000 to
24.6 billion in 2002 but fell to 14.5 billion in B3 (Table A.13 in the
Annex). In the Cohesion countries, FDI inflows fedm 71.2 billion in
2000 to 62.3 billion in 2002 and to 52.1 billion2603. When the period
1998-2002 is analysed, it is seen that the Cohegionntries
experienced a higher increase of FDI inflows coragaio that of the
CEECs during this period. On the other hand, when dituation in
2003, which witnessed a general decrease of FDihdlsided in the

" Greece, Ireland, Portugal and Spain.
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picture, a lower rate of decrease in Cohesion cmmtis observed.
Therefore, it can be asserted that EU members avitigher rate of
convergence to the EU system are able to attraot FDI. Thus, as the
institutional structure converges more to the Eldtey, the CEECs
should be expected to utilise their comparativeaatiges more within
the guidelines mentioned above and are likely togase the rate of FDI
they receive through time.

As there may be a shift from Cohesion countrieh&oCEECS, the
latter could also attract a portion of the EU FDii@h used to favour the
OIC countries in previous periods. Since FDI is lemel for the
transfer of modern technologies, innovative prounctfacilities and
style of management, the CEECs are likely to gaiomf such a
proces¥. On the other hand, the CEECs are likely to engagan
increasing competition for private-sector capitéhwother countries in
nearby regions that are also in need of it. Thisintrease the existing
competition between the CEECs and the countriesesrby regions,
including the OIC members.

Considering the elimination of tariff and non-taribarriers
between the EU and CEECs and the likely intendifica of EU
investments in the latter, the CEECs could, over medium term,
move towards specialising in more advanced prodbgtsising the
know-how brought over by the FDI and utilising teehanced skills
thus acquired by their labour. Moreover, compatitigill increase in
some specific sectors within the Union as its memhvell be under
pressure to increase their market share of theugtedhose countries
produce.

The harmonisation of the CEECs tariffs with the @oom External
Tariff of the EU resulted in lowering their natidrtariffs which were
usually higher than those of the EU. Since it wan@dble them to better
penetrate the new EU markets, the OIC countriedikety to benefit
from the said harmonisation beneficiaries. Howesaesome point, they
may also be negatively affected by the preferentedtment that the
CEECs enjoy through their membership of the Union.

18 EIB Financing for the Integration of the New Member Statehé European Unign
viewed on 5 January 2005 at
http://www.eib.org/Attachments/access/integrating_pulifs.
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Textiles play an important role in the economies tbé OIC
Mediterranean countries since they are the maiosim@l activity and
largest employers in Morocco, Egypt, Tunisia andk&y and an export
item for Jordan, Lebanon, Morocco, Syria, Tunisma & urkey (EC,
2004b, p. 1). Since they enjoyed a preferentiatinent through the
Association Agreements, textiles remained competiin the European
markets. However, since the preferential treatrtteattthe CEECs enjoy
by joining the Union outweighs that of the OIC Miedianean partners,
the new circumstances are expected to affect negwtithe OIC
countries’ volume of trade in textiles together twithe growing
competition in the Union.

Moreover, the EU is the world’s largest exporteiteftile products
and the world’s second largest exporter of clothafger China (EC,
2004b, p. 1). Thus, the OIC countries, in geneshbguld develop new
policies to overcome challenges such as losing etithfeness in the
textiles sector, facing business difficulties andemployment.
Furthermore, the same problems will be witnesseatienclothing sector
since it also plays an important role in the ecoiesmof the OIC
Mediterranean countries. On 28 September 2004, hat Euro-
Mediterranean Ministerial Meeting on the futuret@ftiles and clothing,
the ministers examined the challenges facing tkéldée and clothing
industry after the removal of the remaining WTO t@qsoon 1 January
2005. The meeting also addressed the issue oforeinf the
competitiveness of the Euro-Mediterranean are&abitt can be capable
of attracting the much-needed investments as veelssues relating to
the sustainable development and the regional iategr of the
Mediterranean area.

If the EU ends up increasing its production on Emproducts as
those of the OIC Mediterranean countries, competitis likely to
intensify. In such a case, the OIC Mediterraneamtes, which enjoy
preferential treatment in agricultural productsotigh the Association
Agreements, would be urged to negotiate on thenh e EU to
penetrate their markets. The OIC countries, in gdnean increase their
competitiveness on the EU and international markgtseducing the
prices of their products. However, this would reguhe support of the
agricultural producers in the OIC countries as le tase of some
industrial countries which currently subsidise th@ibducers. However,
this may not yield the anticipated gains for thoeantries since such a
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policy is not favoured globally due to its effedtdisrupting the market
and lowering competitiveness. Besides, the needdditional funds for
such a policy cannot be underestimated. Since rcqitmys a major role
in their economies, some OIC countries in Sub-Sahafrica are being
severely affected by the subsidisation in the itghiscountries. In
general, the OIC Mediterranean countries may kedéfected by such a
policy if the preferential treatment under the EMediterranean
Association Agreements increases their exports Wb nkarkets over
time. In this respect, if a further liberalisatioh products is achieved
under the Euro-Mediterranean Association Agreemernie OIC
Mediterranean countries will be in a better positio compete with the
CEECs on the EU markets. This position could ewveiniproved in the
case of textiles in case of cooperation among e producing OIC
members in the spirit of the OIC Plan of Action.

The exports of the OIC Mediterranean countrieh&EU increased
from USD 42.4 billion in 1998 to 59.5 billion in @0, equivalent to an
increase of 8.9 per cent per annum (Table A.8enAhnex). During the
same period, the imports of those countries frommBEk) decreased by
USD 600 million (Table A.9 in the Annex). On thehet hand, the
exports of the CEECs to the EU increased from USL2 billion in
1998 to 113.2 billion in 2002, equivalent to anrgase of 9.7 per cent
per annum (Table A.10 in the Annex). The importshaise countries
from the EU increased from USD 100.7 billion to I2®illion in the
same period, equivalent to an increase of 5.9 @et per annum (Table
A.11 in the Annex).

The Copenhagen European Council agreed in Decegi® on a
financial package for 2004-2006 to provide assgamo the 10
member states that joined the Union on 1 May 200sbles A.5 and
A.6 in the Annex). Consequently, those countriesldely to play an
increasing role in the Union as the financial pagkgprovides them
with financial assistance in areas where they akelyl to lose
competitiveness on the larger single European nbhadver time.
However, they need to give more weight to improvihgir bilateral
trade with the EU and adopting EU rules and reguiatin order to
attract more investments from the other EU membentries. Against
this foreseeable development, they are likely ton ¢i@m membership
over the medium term and this is likely to haveasifive impact on
the Union’s economic growth.
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On the other hand, new funds that will replace dlttones can be
attributed to the EU’s policy to reinforce partri@pswith neighbouring
countries with which it has close relations and éfffert to financially
compensate those countries to sustain their cotivyeeess in EU
markets. It is evident that the OIC countries viié affected by the
developments currently taking place in the Unioowldver, since they
maintain close ties with the Union, compared toeot®IC member
states, the OIC Mediterranean partners and, teseteextent, the OIC
Central Asian countries have a relatively high pos to further
strengthen their ties with the EU. This is liketyttelp the OIC member
states in those regions become less affected brsowirgy and more
competitive Union over the coming years. Moreovidre level of
cooperation and economic activity between the Urama the OIC
member states can be increased as both sides &mreeoperate
bilaterally and take action on mutually benefiaiaasures that would
lead to closer economic ties between them.

5. CONCLUSION

As the EEC has grown greatly in terms of membersbgonomic and
political influence, and organisational infrastwret, it has provided its
members with economic development and a strongthrpatential. Its
success in providing its members with prosperity ladtracted the
attention of countries in nearby regions.

The borders of Europe expanded and the EU compareelikely to
move their production facilities to new locationsthin the enlarged
Union. Furthermore, differences between the lindards of the new
members and older ones are to increase the inediiotimigration.

The free movement of workers is not stipulated my agreement
between the OIC and EU countries, including theoBMediterranean
Association Agreements. Thus, wage levels in the vizilild not be
greatly affected unless migration takes place abaensive level within
the Union.

The financial package agreed by the CopenhagenpEarmCouncil
for 2004-2006 will bring additional resources te thew members to
help them face the challenges of the EU memberShaples A.5 and
A.6 in the Annex). As the financial package willeggiately provide
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them with financial assistance in areas where they likely to lose
competitiveness in the larger single European ntarkevill also help
develop specific sectors that are vital for thelfer integration of those
countries into the Union. The new members will pdayincreasing role
in the Union if they are able to attract more irueants from the EU
member countries. However, this may not be sufiiicte overcome the
challenges from the single European market comlef@us, they need
to give more attention to improving their bilatetedde with the EU as
well as adopt EU rules and regulations. All in dlthey make adequate
progress in this transitional period, they are liikéo gain from
membership over the medium term.

Since the beginning of the 1990s, the CEECs hayerenced a
close integration with the EU countries. The Eurdggeements have
immensely contributed to this process. The Agredsbkave economic,
scientific/technical and political dimensions thgbuwhich the Union
establishes links with the CEECs. Furthermore,cidwedidates bear the
responsibility for adopting and implementing then@ounity legislation
and strengthening their democratic institutions angublic
administrations and organisations. In this respéet, CEECs, including
those set to join the Union in 2007, are expectedntplement the
Community legislation fully, effectively and effatly.

On the other hand, although bilateral trade libsasibn through the
Europe Agreements has helped increase the CEEEmrioirade with
the EU substantially, it did not have the sameotften increasing the
EU’s foreign trade with the CEECs. In this respeitie Europe
Agreements played a significant role in enhanchey EU’s position as
the most important trading partner of the CEECstlssr exports
accounted for 70.2 per cent of their total in 2@02ble A.10 in the
Annex). The EU’s exports to the CEECs only accodifitee 5.2 per cent
of its total exports in 2002 (Table A.11 in the A

Moreover, competitive wages in the CEECs as wethasStructural
Funds they will receive until 2006 will not only mmibute to their
economic progress in the relevant areas but alswease their
competitiveness within the Union. As it will coriate an emerging
challenge for them, this development will have aapsount influence
on the economies of the countries in neighbourgggans, including the
OIC members. Consequently, it is inevitable tha¢ tlegional and
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economic integration taking place in the EU willingr some other
economic challenges for the OIC countries in thelitéeranean, Sub-
Saharan Africa and Central Asia, including the dhifecation of their
economies and foreign trade in terms of both prodomposition and
trading partners.

These changes, along with other anticipated oné$,nat only
influence the EU but also impact the regions tleateha high trade level
with it, in particular the countries that have @adses with the Union
through association or cooperation agreements. eSitiee OIC
Mediterranean countries have Association Agreemerits the Union
and are geographically closer than other OIC megmikey will be the
ones mostly affected by the changes that will tplece within the
Union.

19.5 per cent of the total OIC exports in 2002 hasiginated from
the OIC Mediterranean partners (Table A.8 in thaéx). 62 per cent of
the total exports of those partners went to the Which is relatively
higher when compared to those of the GCC, OIC c@mstin sub-
Saharan Africa, Central Asian region and othersamedhe OIC region.
This shows that geographic proximity plays an intgatr role in
generating trade flows.

The Association Agreements have played a significae in
achieving good prospects in trade levels betweengld and the OIC
Mediterranean countries. Thus, it is importantrtemnsify cooperation
between the EU and those countries, particulariyhéarea of trade, to
further develop the existing relations and avoigt aegative impact of
changing EU policies on those relations followihg enlargement. On
the other hand, achieving further progress in tpeoming round of
negotiations on the Trade Preferential System antbaddIC Member
States (TPSOIC) as well as establishing an Islacoimmon market
would brighten the prospects for all OIC countragsd provide many
economic benefits through which the OIC member troesr would be
least affected by prospective EU enlargements.

On the other hand, private investment decisions beawffected by
changes in market prospects. In this respect, oesnwith high market
prospects will tend to attract more capital floB#&nce the CEECs will
possess improved institutional structures and nadeditions, they are
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expected to be the beneficiaries of FDI followirtte tenlargement.
Similarly, OIC countries may also become benefiemrof FDI by
implementing the appropriate structural and ingstohal policies.
Furthermore, privatisation efforts by the OIC coig# will accelerate
this process. Since the CEECs are in a betteriposio qualify for
private sector capital with benefits provided terth by membership,
other countries in nearby regions, including th&€ @embers, that are
also in need of it are likely to find themselvesnpeting with the
CEEC:s to strengthen their economic prospects. i§Hikely to involve
efforts of sectoral restructuring and increasirigpla productivity in the
neighbouring OIC countries in the medium term.
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ANNEX
Table A.1: Previous and Prospective EU Enlargements
1973 Denmark,Ireland and the United Kingdom
1981 Greece
1986 Portugal and Spain
1995 Austria, Finland and Sweden
Cyprus, the Czech Republic, Estonia, Hungary, laatvithuania,
2004 Malta, Poland, Slovakia and Slovenia
2007 Bulgaria and Romania

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

Table A.2: The State of Play of Accession Negotiations
(26 November 2004)*

Chapter/ Country BULGARIA ROMANIA

. Free movement of goods

. Free movement of persons

. Freedom to provide services

X <] |
X[ ><[><

. Free movement of capital

. Company law

. Competition

. Agriculture

. Fisheries

(o] [ee] N] [op] [&3] =N [¢V] [N 1 o

. Transport

10. Taxation

11. Economic & Monetary Union (EMU)

12. Statistics

13. Social policy

14. Energy

15. Industrial policy

16. Small & medium-sized Undertakings (SME)

17. Science & research

18. Education & training

19. Telecomm & IT

20. Culture & audio-visual

21. Regional policy

Dd Bl I B Bt B I D B B B B B B P B B e
Dd Bl I B Bt B I B B B B B B B P B [ @] e

22. Environment

23. Consumers & health protection X X

24. Justice & home affairs X [e)

25. Customs Union

26. External relations

27. Common Foreign & Security Policy (CSFP)

29. Financial & budgetary provisions

30. Institutions

X
X
28. Financial Control X
X
X

31. Other

Source:http://www.europa.eu.int/comm/enlargemegbtiations/pdf/satateofplay_23september2004.pdf.
* Chapters opened but still subject to negotiatiomaaeked (O). Chapters closed are marked (X).
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Table A.3: Dates of Application for EU Membership

Turkey 14 April 1987

Cyprus 3 July 1990
Malta 16 July 1990
Hungary 31 March 1994
Poland 5 April 1994

Romania 22 June 1995
Slovakia 27 June 1995
Latvia 13 October 1995
Estonia 24 November 1995
Lithuania 8 December 1995
Bulgaria 14 December 1995

Czech Republic

17 January 1996

Slovenia 10 June 1996
Croatia 21 February 2003
Macedonia

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

Table A.4: Indicative Annual Allocations per Country for PHARE, ISPA and
SAPARD Starting from 2000-Comparison with Pre-Accessin Flows 1995-1999

PHARE

Indicati\ie IS,(/}PAtRD Total éﬁ\c/)?:raatl%?]

allocation | annual IsPA | Indicatve Annual | o pHARE

(national | allocation 1995-1999

programmes
EUR million |EUR million] EUR million EUR million EUR million
Minim.| Maxim.| Minim. | Maxim.

Bulgaria 100 52.1 83.2 124. 2358 2769 83
Czech Rep 79 22.1 57.% 83p 1583 184.3 69
Estonia 24 12.1 20.8 36.4 56.p 72 24
Hungary 96 38.1 72.8 104 206.p 2381 96
Latvia 30 21.8 36.4 57.2 88.1 10p 30
Lithuania 42 29.8 41.6] 62.4 113.4 134|2 42
Poland 398 168.7 317 384.8 8787 9515 203
Romania 242 150.6 204 270.4 600}6 663 110
Slovakia 49 18.3 36.4 57.4 1037 124{5 48
Slovenia 25 6.3 10.4 20.4 41.f 52|1 25
Total 1.085 520 1,040 2,645 730
Total inc.
CBC et at 1577

Source: http://europa.eu.int/comm/commissionersibddocument/eston_en.pdf, p. 6.
* Includes Cross Border Cooperation Programme.
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Table A.5: Copenhagen Agreed Financial Package—Maximum
Enlargement-Related Commitments, 2004-2006 for 10 New

Member States(EUR million, 1999 prices)

69

2004 2005 2006
Heading 1: Agriculture of which 1,897 3,747 4,147
la. CAP 327 2,032 2,322
1b. Rural development 1,570 1,715 1,82%
Heading 2: Structural actions after capping of whit 6,070 6,907 8,770
Structural Fund 3,453 4,755 5,948
Cohesion Fund 2,617 2,152 2,822
Heading 3: Internal policies and additional
transitional expenditure of which 1,457 1,428 1,372
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) 9,927 12,640 14,901
Total commitment appropriations (Berlin 1999 scesar 11,610 14,200 16,780
Payment appropriations (Enlargement) 5,686 10,493 11,840
Payment appropriatior(8erlin 1999 scenario) 8,890 11,440 14,220
Special cash flow facility 1,011 744 644
Temporary compensation 262 429 29
Total 1,273 1,173 940

Source: http://www.europa.eu.int/comm/enlargemeraffcial_package.
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Table A.6: Copenhagen Agreed Financial Package—Total Canitment
Appropriations, 2004-2006(EUR million, 1999 prices)

CY | CZ | EE | HU PL SL LT LV SK |MT |Total
Agriculture
- CAP 4,682
- Rural 66 482| 134| 534| 2,543| 250| 434| 291| 352| 24| 5,110
development
Structural actions 101 | 2,328| 618 2,847 11,369| 405| 1,366| 1,036| 1,560| 79| 21,746
Internal Policies 4,256
of which:
Existing policies 2,642
Institution building 380
Schengen facility 0 0| 69| 148 2801 107| 136 71 48 0 858
Nuclear safety 0 0 0 0 0 0 285 0 90 0 375
Administration 1,673
Special cash-flow 2,398
Facility 38 358 22| 211| 1,443 101 a7 26 86| 66
Temporary 987
budgetary 300 359 0 0 131 0 0 166
Compensation
Total Commitments 0 0 40,852

Source: http://europa.eu.int/comm/enlargement/nagons/pdf/financial_framework.pdf.
Note:CY: Cyprus; CZ: Czech Republic; EE: Estonia; HU: Haryg PL: Poland; SL: Slovenia;
LT: Lithuania; LV: Latvia; SK: Slovakia; MT: Malta.

Table A.7: TACIS Funds Committed by Country, 1991-1999EUR million)

1991-1999
Armenia 58.9
Azerbaijan 87.2
Baltics 15.0
Belarus 56.6
Georgia 66.0
Kazakhstan 111.9
Kyrgyz Rep. 49.5
Moldova 61.8
Mongolia 28.5
Russia 1,274.0
Tajikistan 8.0
Turkmenistan 39.9
Ukraine 460.8
Uzbekistan 102.5
Regional Programmeés 1,194.8
Donor Coordinatiott 308.0
Programme Implementation Supgétt 254.8
Otherg™* 42.9
Total 4,220.9

*
*k

*kk

Includes coor

Source: http://www.europa.eu.int/comm/external_trefes/ceeca/tacis/figures/pdf.
Includes the Inter-state, nuclear safety and coasder cooperation programmes. ) )
Includes EBRD Bangkok Facility, Partnership and Cwaribn Programme, and International Science
and Technology Cenire. ) )

inating units, information, moni

iand evaluation.
*** |ncludes the Democracy Programme and STAP-Liikeremility.
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Table A.8: Exports of OIC Countries to the EU(Million USD)

Total Exports Exports to EU % of Total Exports

199¢ 2007 199¢ 2007 199¢ 2002

Albanis 254 33C 25C 32C 98.4 97.C
Alaeria 10.93: 1852¢ 7.58( 13.50( 69.2 72.€
Eavot 4.90( 6.972 2.56( 3.08( 522 442

ordal 1.34( 2.67¢ 18C 19C 134 7.1

ebanol 71€ 971 8C 18C 251 18.F

bva 7.04¢ 9.88¢ 6.35( 8.93( 90.1 90.2
Moroccc 4.63¢ 8.262 5.85( 6.04( € 731
Svrig 2.89( 6.54% 1.67( 382 78 59
Tunisie 5.76¢ 6.79¢ 4.98( 5.81( 6.2 5.t
Turkey 26,97 35.05¢ 15.89( 21.06( 8.¢C 0.1
Med. & ME Area 65.45: 96.02! 4235 59.49: 64.7 2.C

ahrair 3.082 8.467 35C 37C 114 44

uwait 82 15.87¢ 1.20(C 1.73(C 14.€ 10.€
Omar 2€ 8.65¢ 24C 43C 54 50
QOata 91< .821 13C 45C € i
Saudi Arabi. 40,94¢ 69¢ 8.92( 11.53( 21.€ 17.5
UAE 25.20° 38.77¢ 1.75C 2.78( K 7.2
GCC 86.66¢ 144.28¢ 12.59( 17.29C 14.£ 12.C

| Benir 244 9¢€ 60 60 24.€ 30.2

urkina Fas 263 71 90 50 342 29.2
Cameroo 2.02i 1.90¢ 1.74C 1.47C 85.E 77.2
Chac 124 66 83 40 66.C 60.€
Comorot - - - - - -

0 ‘lvoi 4,39t 5.04f 2.74( 2.60(C 62.5 51t
Diibouti - - - - - -
Gabor 2.49] 2.97¢€ 32C 56C 12.€ 18.€
Gambie 12¢ 27 23 20 18.C 74.1

| Guines 814 7C 50C 41C 614 4771

| Guine«Bissal 6 2C 11 10 £ 8.3
Mali 28€ 67 11C 60 38.5 35.¢
Mauritanic 49E 402 34C 39C i 97.C
Mozambigu 271 80¢ 12C 61C i 75.5
Niaer 27C 15€ 17C Q 3.C 51.2
Nigeris 11.79; 17.02) 3.30C 4.76(C 28.C 28.C
Senea: 3€ 94¢ 38C 39C 70.€ 41,
Sierra Leon 14¢€ 97 10C 90 68.5 92.¢

ié 187 85 12 6.4

Sudal 53¢ 197¢ 20C 20C 37.1 10.1
Toac 42C 304 50 60 11.¢ 19.7
Uagand: 501 327 31C 23 61.C 7.0
OIC-SSA 26.004 33.67: 10.65¢ 11.887 31.4 30.1
Azerbaiiar 703 1.63(C 6Q 111¢ B 8.1

azakhtar 5.40¢ 9.67( 1.07C 3.26( 19.€ 33.7

vravz Rep 51% 48€ 21C 20 40.C 4
Taiikistar b7t 737 C 60 17.4 8.
Turkmenista 57t 2.71C C 16C 24.5 5.9
Uzbekistal 244 1.72(C 54C 36C 22.1 20.¢

IC-CAR 1021, 16,952 2.12( 4.97(C 20.7 29.5

analades 3.827 5.44; 2.29C 3.08( 59.¢ 56.€

rune 1.98¢ 2.10¢ 31C 70 15.€ 3.3
Guvani 482 54¢ 16C 3C 33.1 32.8
ndonesi: 54,39¢ 57,14« 10.13( 9.85( 18.€ 17.2
ran 12.76¢ 21.44¢ 4.62( 5.32( 36.2 24.¢
rag 408¢ 6.66¢ 2.41( 2.64( 58.¢ 39.€
Malavsie 73.47(C 93.38" 1283C 14.00(¢ 17.t 15.C

akistal 8437 9.88¢ 2.72( 2.77C 322 8.0
Surinami 3€ 498 51 11C 34.€ 22.2
Yemer 1497 3.271 QC 11C 6.7 34
Others 161.38¢ 200.39¢ 35.72. 38.13( 22.1 19.C
OIC Total 349.71¢ 491 33t 103.44° 131.77¢ 290.€ 26.C

Source: IMF, Direction of Trade Statistics, yeark®®999 and 2003.
* CAR: Central Asian Republics.
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Table A.9: Imports of OIC Countries from the EU (Million USD)

Total Imports Imports from EU % of Total Impaorts
199¢ 200z 199¢ 200z 199¢ 00z
Albanie 864 1.49¢ 62C 1.020 71.¢ 68.C
Algeria 9.88¢ 11.80¢ 5.84( 7.59(C 59.1 64.2
Eavp! 22.14¢ 19.57% 8.17( 6.01( 36.€ 30.7
Jordai 391« 5.25( 1.25(C 1.85(C 31.¢ 35.2
Lebanot 7.06( 6.291 3.16( 2.80( 44.¢ 44.5
Libva 4,92 5.42¢ 2.91( 2.96( 59.1 54.€
Moroccc 8.42i 13.37( 6.63(C 7.230 78.1 54.1
Svrie 3,89 7,05t 1,73(C 1,97(C 44.4 27.€
Tunisie 8,83( 9,52¢ 6,30C 7,14C 71.5 74.€
Turkey 45.93¢ 49,66 25,34( 22.78( 55.2 45.¢
Med. & ME Area 115.88. 129.46: 61.95( 61.35( 53.t 47.4
Bahrair 2,831 4,024 85C 89C 30.C 22.1
Kuwait 7,54z 8,717 2,31C 2,73C 30.€ 31.8
Omar 5,11¢ 5,65¢ 1,59C 1,29C 31.1 22.¢
Qata 3.90¢ 2.87¢ 1,51C 1.78(C 38.€ 61.¢
Saudi Arabi 42,43¢ 30,35 13,15( 13.85( 31.C 45.€
UAE 32.97¢ 42,88¢ 9,50C 13.36( 28.¢ 31.2
GCC 94,81« 94,50 28.91( 33.90( 30.5 35.€
Benir 1.04¢ 1.54¢ 48C 52C 45.¢ 33.7
Burkina Fas 63€ 64E 28C 25C 44.C 38.¢
Cameroo 1.70¢ 2.18( 1.07¢ 1.04( 62.€ 47.7
Chac 153 44¢ 98 20C 64.1 44.t

Comoro: - - - - - -
Cote d'lvoire 2,991 3.11¢ 1.73C 1.17¢C 57.¢ 37.€

Diibouti - - - - - -
Gabor 1,125 1.14: 65C 76C 57.1 66.5
Gambie 33t 402 12C 11C 35.¢ 27.5
Guines 742 881 35C 41C 47.2 46.5
Guinea Bissg 91 112 46 40 50.£ 35.7
| Mali 1.23¢ 1.44( 37C 36C 29.€ 25.C
auritanie 61C 492 2C 37C 52.t 75.2
ozambigut 1.30( 1.27( 18C 30C 13.¢ 23.€
Niget 632 39t 17C 20C 26.€ 50.€
| Nigerie 7.44¢ 12.45( 3.12( 4,89( 41.€ 39.2
Seneaq: 1.65C 1.95¢ 97C 1.12C 58.¢ 57.2
Sierra Leon 20C 487 90 28C 45.C 57.5
Somali 282 351 18 30 6.4 8.5
Sudat 1,992 2,15t 54C 52C 27.1 24.1
Toac 1.10¢ 941 28C 41C 25.4 43.€
Ugandi 1,41/ 1,111 22C 19C 15.€ 17.1
OIC-SSA 26.69: 33,520 11,102 13.17( 41.€ 39.5
Azerbaijar 1.,60(¢ 1.86¢ 37C 52C 23.1 27.€
Kazakhsta 4,255 6.58¢ 1.39C 1.53(C 32.7 23.2
Kvrayz Rep 841 587 10C 80 11.¢€ 13.€
Taiikistar 73€ 721 50 30 6.8 4.2
Turkmenista 1,11¢ 1.81¢ 18C 31 16.1 1.7
Uzbekistal 3.27i 2,19¢ 66C 40 20.1 1.8
OIC-CAR 11.83: 13,77 2,75 2,231 23.2 16.2
Banalades 7.31% 7.84¢ 64C 70C 8.8 8.9
Brune 2.39: 378 69C 6C 28.¢ 42.€
Guvani 547 562 80 10C 14.€ 17.¢
ndonesii 29,11« 31,28t 432C 4,30( 14.€ 13.7
ran 13.08¢ 20.39¢ 492( 7.57(C 37.€ 37.1
rag 1.35¢ 5.82¢ 55C 1.66( 40.7 28.t
| Malaysi¢ 58,31¢ 79.,50¢ 599( 7,69( 10.2 9.7
Pakistal 9.,30¢ 11.23¢ 174C 2.01( 18.7 17.€
Surinam 552 604 168 18C 30.4 29.¢
Yemer 2,167 2771 74C 71C 34.1 25.€
Others 124,15! 160417 1983¢ 25,08( 16.C 15.7
OIC Total 373.37: 431,68 124 55( 135.73: 33.4 31.t

Source: IMF, Direction of Trade Statistics, yearks®999 and 2003.

* CAR: Central Asian Republics.
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Table A.10: Exports of CEECs to the EUMillion USD)

Total Exports

Exports to EU

% of Total Exports

1998 2002 1998 2002 1994 2002
Bulgaria 4,064 5,631 2,710 3,270| 66.7 58.1
Czech Republic 26,315 30,080 16,460 25,870| 62.5 86.0
Estonia 3,243 4,333 2,150 3,060| 66.3 70.6
Hungary 23,005 33,975 16,950 24,110] 73.7 71.0
Latvia 1812 2,311 1,890 2,150| 04.3 93.0
Lithuania 3,711 5472 1,670 2,630] 45.0 48.1
Poland 28,228 40,986 18,580 26,730| 65.8 65.2
Romania 8,128 13,868 5,780 9,820| 71.1 70.8
Slovakia 10,720 14,366 6,140 9,030] 57.3 62.9
Slovenia 9,034 10,357 5,880 6,560 65.1 63.3
Total 118,260] 161,379 78,210 113,230, 66.1 70.2
Total EU Imports 1,635,600 2,321,900
CEECs Exports to the
EU as a % of Total 4.8 4.9
EU Imports

Source: IMF, Direction of Trade Statistics, yeark®&999 and 2003.

Table A.11: Imports of CEECs from the EU(Million USD)

Total Imports

Imports from EU

% of Total Imports

1998 2002 1998 2002 199¢ 2002
Bulgaria 4,528 7,831 2,780 3,970| 61.4 50.7
Czech Republic 28,797 36,315 19,140 27,390 66.5 75.4
Estonia 4,784 5,863 2,950 3,330 61.6 56.8
Hungary 25,721 37,312 19,100 23,490| 74.2 63.0
Latvia 2,900 4,041 2,020 2,430 69.7 60.1
Lithuania 5,794 7,357 2,650 3,790 45.7 51.5
Poland 47,053 55,069 31,350 35,150| 66.6 63.8
Romania 10,61% 16,200 6,820 10,810 64.2 66.7
Slovakia 13,073 16,496 6,370 8,170 48.7 49.5
Slovenia 10,068 10,932 7,530 8,120| 74.8 74.3
Total 153,341| 197,416/ 100,710| 126,650/ 65.7 64.2
Total EU Exports 2,188,200 2,430,200
CEECs Imports from
the EU as a % of 4.6 5.2
Total EU Exports

Source: IMF, Direction of Trade Statistics, yeark®&999 and 2003.
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Table A.12: Foreign Direct Investment Inflows to theOIC Countries
(Million USD)
199¢ 199¢ 200( 2001 2002 200z
Albanis 45 41 143 207 135 18C
Alaeria 501 507 43¢ 1.19¢ 1.06¢ 634
Eavpt 1.07¢ 1,06t 1.23¢ 51C 647 237
Jodar 31C 15€& 787 10C 56 37¢
Lebanol 20C 25C 29¢ 24¢ 257 35¢
Libva -12€ -12€ -142 -101 -96 70C
Moroccc 417 85C 21F 2.82¢ 481 2.27¢
Palestin 21¢ 18¢ 62 20
Svrie 82 262 27C 11C 11% 15C
Tunisie 66¢ 368 77¢ 48€ 821 584
Turkey 94C 782 982 326¢ 1.03¢ 57E
Med. & ME Area 4,32¢ 4.34¢ 5.06i 8.86¢ 4.51¢ 6.07¢
ahrair 18C 454 364 81 217 517
uwait 59 72 16 -147 7 67
Omar 101 39 16 83 23 13¢€
Qata 347 112 252 29€ 631 40C
Saudi Arabi. 4.28¢ -78C -1.88¢ 20 -61% 20¢
UAE 25€& -98t -51¢ 1184 834 48C
GCC 5.23¢ -1.087 -1.75] 1515 1.097 1.081
Benir 33 38 56 41 41 51
Burkina Fas 4 8 23 8 9 11
Cameroo 50 40 31 75 17€ 21E
Chac 22 25 11€ 45% 1.03C 837
Comoro - - - 1 - 1
Cote d’lvoire 38C 324 23t 278 23C 38¢
Diibouti 4 3 3 4 11
Gabor 104 -20E -43 -88 251 53
Gambi¢ 2 49 44 35 43 60
inee 18 63 10 2 30 8
Guinea Bissa 4 9 1 1 1 2
| Mali 9 1 78 104 102 12¢
Mauritanie - 1 40 92 118 214
ozambiqu 23t 382 13¢ 25¢ 158 337
Niaer -1 - 9 26 8 31
Nigeria 1.05] 1.00¢ 93C 1.10¢ 1.281] 1.20C
Senea: 60 142 62 39 54 78
Sierra Leon -10 6 5 2 4 8
I - -1 - - - 1
Sudal 371 371 392 574 713 1.34¢
Toac 9 29 41 71 53 20
Ugand: 21C 222 27E 22¢ 24¢ 282
OIC-SSA 2.58¢ 2.,51: 2445 3.30C 4,552 5.28¢
Azerbaiiar 1.02: 51C 13C 227 1.392 3.28¢
Kazakhsta 1.151 1.472 1.28:¢ 2,83 2.59C 2.06¢
Kvravz Repn 10¢ 44 -2 5 5 25
Taiikistar 25 21 24 9 36 32
Turkmenista 62 12t 12¢€ 17C 10C 10C
Uzbekistal 14C 121 75 83 65 70
OIC-CAR 2,51C 2,29: 1,63¢€ 3,32¢ 4,18¢ 2,27
Afahanistai - 6 - 1 1
Banalades 19C 18C 28C 79 52 12
Brune 573 748 54¢ 52€ 1.03¢ 2.00¢
Guvan:i 47 48 67 56 44 26
Indonesii -241 -1.86¢€ -4.55( -2.977 145 -597
Iran 24 35 39 55 27€ 12C
Iraq 7 -7 -3 -6 -2
Malaysie 2.71¢ 3.89¢ 3.78¢ 554 3.20: 2.47¢
Maldives 12 12 13 12 12 12
Pakistal 507 53C 30¢E 38t 823 1.40¢
Surinami 38 -24 -97 -27 -74 -92
Yemer -21¢ -30€ 6 13€ 102 -89
Others 3.652 3.24¢ 397 -1.20¢ 5.617 5,39(
OIC Total 18,31 11,31 7.79¢ 15.80¢ 19.97: 24,14«
Source: UNCTAD, World Investment Report, 2004.
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Table A.13: Foreign Direct Investment Inflows to the CEECs and
Cohesion Countries
(Million USD)

1998 1999 2000 2001 2002 2003
Bulgaria 537 819 1,002 813 90% 1,419
Czech Republic 3,700 6,31( 4,984 5,638 8,483 2,483
Estonia 581 205 387 542 284 891
Hungary 3,828 3,312 2,764 3,936 2,845 2,4f0
Latvia 357 347 411 163 384 36
Lithuania 926 486 379 446 734 17p
Poland 6,365 7,270 9,341 5,718 4,131 4,2p5
Romania 2,031 1,041 1,037 1,151 1,144 1,566
Slovakia 707 428 1,925 1,584 4,123 511
Slovenia 218 106 137 369 1,606 181
CEECs Total 19,250 20,324 22,367 20,361 24,637 43 4
Greece 85 571 1,089 1,560 51 47
Ireland 8,579 18,218 25,843 9,65p 24,486 25,497
Portugal 3,144 1,234 6,781 5,89p 1,844 962
Spain 11,797 15,758 37,523 28,005 35,908 25,425
Cohesion C. 23,605 35,781 71,242 45,116 62,289 2,1
EU Total 249,931 479,372 671,417 357,441 374,000 5,134
Sohesion C. @ 9.4 75 10.6 12.6 16.7 176

Source: UNCTAD, World Investment Report, 2004.
Note: Cohesion Countries are Greece, Ireland, Barand Spain.
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Table A.14: Unemployment Rates in the EU-15 and CEEC2003

Journal of Economic Cooperation

EU-15

Austria 7.0
Belgium 12.3
Denmark 6.2
Finland 9.0
France 9.7
Germany 11.2
Greece -
Ireland 4.6
Italy 8.7
Luxembourg 3.8
The Netherlands 34
Portugal 6.3
Spain 11.3
Sweden 4.9
UK 31
CEECs

Bulgaria 13.7
Czech Republic 10.3
Estonia 5.3
Hungary 8.4
Latvia 8.6
Lithuania 9.8
Poland 18.0
Romania 7.2
Slovakia 15.2
Slovenia 11.2

Source: http://laborsta.ilo.org/cgi-bin/brokerv8&ex




