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This study started with my two questions. The first was why the FTA negotia-
tions between the GCC (composed of six countries: Saudi Arabia, Oman, Bahrain,
Qatar, Kuwait and the UAE) and the EU (European Union) could not be conclud-
ed. Since thel980s, the GCC has been progressing the process of regional integra-
tions, which were based on the EU’s integration along with the Balassa model. Al-
though the FTA negotiations between them have been held 24 rounds at least
since thel990s, it is difficult for us to foresee the end of their negotiations and the
feasibility of establishing FTA. The second was whether the FTA between the
UAE and Japan is possible or not. Since the UAE is a member of GCC as a Cus-
toms Union, it is impossible for the UAE to establish a FTA with non-member
countries, such as Japan. However, in the 2000s, Bahrain (2006) and Oman (2009)
had established FTAs with the US individually, although both members of the
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GCC. As a hypothesis, there are possibly institutional differences between the GCC
and the EU, which are both Customs Union in the RTA (Regional Trade Agree-
ments).

To investigate into the questions, the purpose of this study is to focus on finding
out the institutional differences between the GCC and the EU in terms of the WTO
agreements and the feasibility of establishing FTA between the GCC/UAE and Ja-
pan. This study is based on an institutional approach because all RTAs including
the GCC, the EU and other all-regional integrations are based on the WTO (World
Trade Organization), or GATT/WTO agreements, as a world trade system.

In Chapter 1, titled “Introduction”, I will introduce my research motive, purpose,
method, and background of study. In Chapter 2, titled “Literature Reviews”, we rec-
ognize the orientation of this study, by looking at useful concepts, such as Balassa
Model, trade creation and diversion, RT As, domestic negotiations and international
negotiations, WTO-X and durations, etc.

In Chapter 3, titled “Structural Analysis of the GCC”, we focus on the institutional
structure of the GCC on its own in terms of the integration process, involving is-
sues, such as a sticky-labor market in the GCC, export duties and subsidies on oil
and the Common Market with common currency as a upper phase than a Customs
Union of the GCC according to the Balassa Model. I section 3.4, titled “Tariff Col-
lections of the Customs Union”, the two different systems between the GCC and the
EU on their CET (Common External Tariff) are discussed. The first is the differ-
ence in concept of tariff collection. In the case of GCC, the member states collect
import tariffs as national revenue, at the customs office of the import countries
(destinations) in the GCC. On the other hand, the EU's import tax revenues from
external trade are mostly provided towards the operation cost of the European
Commission, as a supranational organization of the EU. It suggests that the GCC's
priority is on individual national interest rather than on the EU’s interest as a
group. The second is the difference in concept of CET between them. The GCC
recognizes it as a target or standard. Therefore each member state of the GCC has
a different tariff rate on the same goods along with substantial exceptions such as

agricultural or industrial tariff lines (as seen later) . In the case of the EU, the rate



of CET is recognized literally a common tariff as a regulation among the member
states.

In Chapter 4, titled “The GCC under the Arab League”, I will demonstrate the
mutual-relations among regional integrations including GCC, GAFTA and Arab
League in terms of GATT/WTO agreements by exploring the position of the GCC
in the MENA (Middle East and North Africa). As seen in Figure 1, the GCC has
been surrounded by other regional integrations, such as GAFTA (Greater Arab
Free Trade Area), and Arab League. The GCC itself was established under the au-
thority of the Arab League, which is a political association of 22 member countries,
although the sovereignty of the Arab League over the 22 members is low. While
the GAFTA notified the WTO as a FTA consistent with GATT Article XXIV, the
GCC could be potentially affected by these regional integrations. Therefore it was
necessary to clear the relational between the GCC and them (GAFTA and Arab
League).

Among them, in section 4.5, titled “the UAE and the GCC”, it is recognized that
both the GCC and the UAE fall into the same Customs Union. According to the
strategic policy of FTA and/or Customs Union, once a country becomes a member
of Customs Union, then it is impossible for the country to establish FTA additional-
ly with non-member countries. Nevertheless, the UAE, which is a member of the
GCC, had tried to establish a FTA with the US, although Oman and Bahrain (both
the GCC's members) had already established individually FTA with the US. In this
chapter, it is concluded that, in the GCC, there is not a trade-off relation between a
Customs Union and a FTA because of their low mutual trust or alliance among the
GCC six member states.

In Chapter 5, titled “ Factors of the GCC's FTA Negotiations”, some cases of the
GCC's FTA negotiations are chosen to summarize the common features of GCC’s
FTA policy and the reason why the GCC could not establish FTAs. In 2010, the
GCC suspended all its FTA negotiations on the ground of reconsideration except
for the GSFTA (GCC-Singapore FTA) and the GCC-China FTA. On the other
hand, since the 2000s, the EU and the US have progressed their FTA initiative
through Regional Trade Liberalization with WTO-X. The WTO-X composes of Hu-



man Rights Clause (HRC), the Elimination of Export Duties on Oil (see Chapter 3),
and the Relaxation of Capital Participation of Foreigner, which are related with the
concept of democratization in western ideology. China has been expanding FTA
negotiations with developing countries through a regional trade liberalization,
which is to eliminate or decrease tariffs mutually. In addition, China’s request of de-
creasing tariffs has been small based on GATT Article XXIV or Enabling Clause.

In Chapter 6, titled “Conclusion”, there are five findings as follows:

1) The GCC's regional integrations are as complicated as a nest, while the EU has
been expanding the scale of its own holding one integrated area.

2) The GCC's motive of FTA is for protecting their security from Arabic democ-
racy, whereas the EU’s motive is for ensuring energy or oil

3) The GGC's Customs Union is not consistent with GATT/WTO agreements but
the EU’s Custom Union is consistent.

4) The GGC's decision-making is based on consensus of Supreme Council, while
the EU is based on a supranational organization, or European Commission.

5) The GCC's tariff collection is by Destination Principle, while the EU is by Ori-
gin Principle.

As a derivative hypothesis from this study, there is a possible shift of alliance
from the GCC-EU to the GCC-China under the current trade in the emerging coun-
tries.

Limitations, Reflection and Contribution

In this paper, there are two limitations. The first is that this research was con-
ducted by the institutional approach with the GATT/WTO agreements, which are
based on the market-oriented economy under the concept of western democratiza-
tion. It might be suitable in the western society, not for other emerging world like
a MENA China and others. The second limitation is that this research is not
enough for analyzing the economic benefits from establishing RTAs because the
RTA negotiations come not only from political expectation but also quantitative
benefits for their economies.

The reflection is that although this research is focused mainly on the difficulties

encountering in the GCC-EU FTA, there are more to explore in the integration



process of the EU.

As a contribution, this study indicates a few suggestive findings by comparing
the regional integration of the EU-type and the GCC-type. There is no other re-
search paper on this issue. The former (EU-type) pursue the traditional integration
process theoretically, while the latter (GCC-type) drifts away from the Balassa
Model (refer to Chaper2.2).
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