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Executive Summary
The Arab countries are facing increasing challenges resulting from the
changing regional and international political and economic environment. This
reflects the importance of the unification Arab efforts to face these challenges.

It also indicates the importance of the regional economic blocks in this respect.

In its efforts to help the Arab countries to establish a custom union, the
Arab Organization for Agricultural Development (AOAD) has prepared a
project on " Assisting Arab countries to Establish the Arab Custom Union".
The project aims at determining the mechanisms and the institutions required
for establishing the Arab Custom Union following the completion of the
"Greater Arab Free Trade Area". This is beside identifying the constraints and
the problems facing the establishment of the union, as well as pinpointing the

expected benefits of its establishment.

The project components include preparation of country reports on the
development of the intera-Arab, and the international Arab agricultural trade.
The reports covered the cases of 12 Arab countries namely: Jordan, Algeria,
Saudi Arabia, Sudan, Syria, Palestine, Oman, Qatar, Egypt, Morocco,
Mauritania, and Yemen. They reviewed the state and the trends of the
agricultural intera- Arab  trade, the competitiveness of Arab countries in
producing the various agricultural products, and the prospects of improving
the agricultural intera- Arab trade. Besides, the reports reviewed the
arrangements taken by Arab countries to achieve their membership in the
Greater Arab Free Trade Area program, and the arrangements taken towards
meeting the determined obligations, the exemptions gained, in addition to the
problems and constrains encountered, and the expected benefits of the Arab

Custom Union.

The reports indicated that all Arab countries have paid a great

consideration to their affiliation to the Greater Arab Free Trade Area and
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tended to alleviate all the constrains and problems faced, and set the
appropriate policies for promoting the intera- Arab agricultural trade in the

context of the Greater Arab Free Trade Area.

According to the relative importance, and the nature of the agricultural
sector, most of the Arab countries directed their agricultural policies towards
the encouragement of the agricultural foreign trade and strengthening the
export competitiveness capacities of the agricultural products. This has been
achieved through the reduction of export costs and taxes, simplification of
export arrangements, improvement of the traditional markets, intensification of
the trade promotion programs, and the adoption of the standard specifications
of the agricultural products and commodities. Moreover, some of the Arab
countries have taken additional arrangements to regulate the imports of the
agricultural products such as the regulations related to the methods of import,
the requirements of the letters of credit. Accordingly, the Arab foreign trade
has witnessed an obvious progress as far as the imports and exports of

agricultural products and commodities are concerned.

The reports reviewed the comparative and competitive advantages of the
Arab countries in producing and trading of the various agricultural products,
and showed that the Arab countries vary in this respect according to the
ecological and natural variations between these countries. Furthermore, the
reports pinpointed the improvement witnessed in the comparative and
competitive advantages of the Arab countries in the production and marketing

of the different agricultural products during the period 200 — 2004.

Regarding the prospects of enhancing and improving the agricultural
intera- Arab trade, the reports reviewed most of its limitations such as the
association of some Arab countries in trade agreements between non Arab
countries, and the disparities of the economic, legislative, administrative and

institutional systems among the Arab countries. This is in addition to the poor
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banking systems and poor means of communications and marketing systems in

most Arab countries.

To overcome the challenges facing the development of the agricultural
intera- Arab trade, the reports stressed the importance of accelerating the
implementation of the mechanisms of the joint Arab economic cooperation,
and the importance of improvement of the agricultural sectors in the Arab
region through the various possible approaches including the encouragement of
the comparative advantages studies, the introduction of the services trade
within the Greater Arab Free Trade Area, the improvement of the scientific
research and the creation specialized institutions in the agricultural marketing
and trade promotion in Arab countries. The reports also stressed the
importance of the coordination between Arab countries in the fields of
Agricultural production, standard specification of agricultural products,
payment systems and cash transfers. This is beside the improvement of the
production efficiency of agricultural sectors, and the assurance of the
agricultural inputs in the Arab countries with lower costs, and rehabilitation of
the infrastructure especially in the field of transportation, communications, and
encouragement of investments in these fields. The reports indicated grate
possibilities of enhancing the agricultural intera- Arab trade which requires

the coordination of Arab agricultural policies.

Regarding the application of the free trade zone program, the Arab
countries improved and renewed the trade laws and legislations to suit the
requirements of the program. They took the necessary arrangements with
respect to custom tariffs, the follow up and the execution of the obligations set

in the context of the agreement of the Greater Arab Free Trade Area.

The reports indicated that all the member countries are supporting and
encouraging the enhancement of the agricultural intera- Arab trade through

the alleviation of constraints facing the agricultural trade between Arab
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countries. Nevertheless, many Arab countries singed trade agreements among
themselves aiming at increasing the volume of the agricultural trade and
facilitating the movement and transfer of direct and indirect capital, and

encouraging the private investments.

The reports presented a review of the constraints facing the
establishment of the Arab custom union, and the benefits expected from its
establishment. In this regards, the reports indicated that member countries are
acclimatized with requirements of the agreements and are able to face the
various social, economic, and political problems that could hinder the

establishment of the union.

Concerning the expected gains of the establishing the union, many
were mentioned by the reports. They include the increase in the volume of the
intera - Arab trade which is expected to have a positive impact on agricultural
production, and the efficiency of resource use in Arab countries. Accordingly,
this will result in an appropriate environment for attracting more of joint
investments between Arab countries. In this connection, several positive
impacts were mentioned. Important among them are the positive impacts on the
allocation of resources, the trade creation, and the motivation of producers to
increase agricultural productivity and to produce high quality products,
improvement of economic of scale, improvement of the balance of trade,
increasing the national income, labor availability, encouragement of joint

projects, and coordination of agricultural policies in Arab countries.

As to the expected adverse impacts, the negative effect on the economic
well fair of the member countries was mentioned as the main one. It is related
to the direction of trade, as the establishment of the union is expected to direct
the paths to be mainly between Arab countries themselves, rather than
increasing the trade between them and the external world. Moreover, the

economic growth of the member countries could lead to the increase of the
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imports form outside countries that possess better comparative advantages than

the member countries.

The establishment of the union is also expected to result in the
"Polarization of Economic Activities" which means the concentration of the
economic activities in the most developed regions or countries among the
group of the union countries. This normally leads to a discriminatory
allocation of the benefits gained. This is associated with degree of the
economic development of member countries, beside the weight of these
countries in regard to the capacities of their markets. Finally, the unavailability
of the transportation means are mentioned as one of the problems that could

hinder the achievement of the expected benefits of the union.
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