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Introduction:

Economic integration and trade liberalisation remain central objectives of the
League of Arab States (LAS). This is done through cooperation in customs
procedures and non-tariff policies, development of trade infrastructure to streamline
cross-border business operations, exploitation of natural resources, and alleviation of
political tensions. Despite efforts in the past five decades, progress towards these
objectives remain highly contested, in part due to disparities and conflicts among the
Arab states, which presents itself as barriers related to the lack of uniform
regulations, inefficient customs procedures, inadequate transport, and
communication infrastructure.

Proponents endorse the removal of tariffs and non-tariff barriers in the
interest of advancing intra-Arab trade. Supporters of greater economic cooperation
cite the potential for diversification away from oil and gas sectors, increased
investment and growth in the private sector, as well as the attenuation of conflicts
within the region. In the context of the global economy, an Arab economic union
would consolidate the region’s collective bargaining power in trade negotiations and
attract more foreign direct investment.

Conversely, conflict-afflicted and less wealthy countries hold oppositional
stances, raising concerns that economic disparities would result in the
marginalisation of less developed members. Aside from this, political factions
sceptical of regionalism underline the concern that furthering integration would
restrict the national sovereignty of countries. Furthermore, some member states
remain cautious to the trade diversion effect;preferential regional trade agreements
could redirect trade flows away from more competitive global markets, potentially
diminishing external economic partnerships.

Definition of Key Terms:

1. Economic Integration: The process of reducing trade barriers and
coordinating economic policies among countries to promote free movement of
goods, services, capital, and labor.

2. Trade Liberalisation: The removal or reduction of trade restrictions such as
tariffs and non-tariff barriers to encourage free trade.

3. Customs Union: An agreement among countries to eliminate internal tariffs
and adopt a common external tariff on imports from non-member states.

4. Customs Tariff: A tax imposed on imported goods, often used to protect
domestic industries or generate government revenue.

5. Non-Tariff Barriers (NTBs): Trade restrictions other than tariffs, including
quotas, licensing, standards, or complex customs procedures.
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6. Rules of Origin: Criteria used to determine the national source of a product,
affecting whether it qualifies for preferential trade treatment.

7. Trade Costs: All expenses incurred in the process of trading goods across
borders, including transportation, customs clearance, logistics, and
compliance costs.

8. Comparative Advantage: The economic principle that countries benefit
from specializing in producing goods for which they have a relative efficiency
advantage.

9. Rentier-State Model: An economic system in which a country derives
substantial revenue from external rents (e.g., oil exports) rather than
domestic production or taxation.

10. Preferential Trade Agreement (PTA): A trade deal between two or
more countries that grants preferential treatment, such as reduced tariffs, to
certain goods from other member countries.

Background Information:

Overview on Integration in the Arab Region

The League of Arab States was established on 22 March 1945 to coordinate
political, economic, social, and cultural cooperation among the Arab states. The
Treaty of Joint Defence and Economic Cooperation, signed on 13 April 1950,
established the Economic Council of the League of Arab States, tasked with
coordinating economic activities and extraction of natural resources, facilitating trade
in agricultural and industrial products, and improving living standards across the
Arab world. This council later evolved into the Economic and Social Council (ESC),
which continues to oversee Arab economic integration efforts at present.

In 1953, the Conference of Arab Ministers of Finance and National Economy
recognised the need for a “common market” to enable the free movement of
resources and products, in the interest of lowering tariffs among Arab states,
broaden the markets available to Arab industries, increase the productive efficiencies
of existing industries through competition, and work towards the possibility of a
unified policy on exploitation of natural resources, especially oil.

The Arab Economic Unity Agreement was ratified in 1957, envisaging the
creation of an economic area that calls for the free movement of persons and capital
funds; free exchange of domestic and foreign products; freedom of residence and
employment; transportation and transit; use of transport vehicles, sea ports and civil
airports; as well as ownership, trusteeship and inheritance.
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Following this, 30 May 1964 saw the establishment of the Council of Arab
Economic Unity (CAEU), which seeks to form an Arab customs union that
encompasses the elimination of customs and non-customs restrictions imposed on
inter-trade among the union countries.

On 13 August 1964, a resolution for the establishment of an Arab Common
Market was issued, stipulating a gradual abolition of all quantitative and qualitative
restrictions on commodities produced by the signatories, effective as of 1 January
1965. Moreover, a schedule of tariff reductions on agricultural, mineral and
manufactured products was drafted. This predetermined chronology for the
complete liberalisation of intra-Arab trade and the long duration (between 10 to 15
years) given before withdrawal from the Agreement provides a conducive
environment for attracting larger investments from both domestic and foreign
sources.

On 19 February 1997, the Economic and Social Council of the League adopted
the Greater Arab Free Trade Agreement (GAFTA), also known as the Pan-Arab Free
Trade Area (PAFTA), to liberalise investment and trade policies in services, including
the reduction of customs tariffs and minimising the use of nontariff measures.
Despite achieving full customs exemption in 2005, the GAFTA continues to face
persistent challenges, among which include non-tariff barriers and weak
enforcement to ensure compliance and settle trade disputes. Furthermore, regional
conflicts and inconsistent political will among member states, as well as the uneven
implementation and marginalisation arising out of economic disparities between
oil-rich Gulf states and lower-income economies are barriers to take not of.

Current Situation:

Customs and Tariff Developments

Among the member states of the Arab League, agricultural food products are
subject to an average customs tariff rate of 0.6%, and an average customs tariff rate
of 0.3% applies to manufacturing sector goods (Arab NGO Network for Development
(ANND), 2022).

Intra-regional imports are limited to a proportion of 12% of total imports, a
figure less than a quarter of the intra-regional import shares observed in most other
regions (Arab NGO Network for Development (ANND), 2022). With integration levels
varying significantly across nations and sectors, this disparity underscores the
political and economic heterogeneity within the Arab world.

Non-Tariff Barriers
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Among the main nontariff barriers that face trade integration are logistical
costs of the necessary activities related to goods transportation from producers to
consumers, including transport and storage, customs clearance, and funding and
payment systems. Low intra-Arab trade has historically been attributed to high trade
costs. Intra-Arab export costs averaged 129% from 2000 to 2015, peaking at 160%
in 2000 and decreasing to 102% in 2015, a 36% reduction over 15 years (United
Nations Economic and Social Commission for Western Asia (ESCWA), 2022).

Most countries experienced modest decreases in export costs, though Jordan
saw an increase of ~9% during the same period. At the subregional level, the Arab
Maghreb countries exhibit high trade costs when exporting to each other (United
Nations Economic and Social Commission for Western Asia (ESCWA), 2022).

Figure 4. Intra-Arab export costs
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Source: ESCWA calculations based on the ESCAP/World Bank database on trade costs and the COMTRADE database on
trade flows.

https://www.unescwa.org/sites/default/files/pubs/pdf/trade-transport-costs-arab-reqi

on-english.pdf

Aside from trade-related costs, significant disparities exist among Arab
countries in customs efficiency and trade facilitation capacity. While certain members
rank among the top global performers in the World Bank’s Logistics Performance
Index, others remain far behind due to limited institutional capacity and outdated
procedures, stemming largely from the absence of interoperable electronic systems
for customs data management.


https://www.unescwa.org/sites/default/files/pubs/pdf/trade-transport-costs-arab-region-english.pdf
https://www.unescwa.org/sites/default/files/pubs/pdf/trade-transport-costs-arab-region-english.pdf
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Political Obstacles and Regional Divisions

The lack of political and security stability in the Arab region is evident in the
persistence of armed conflicts and inter-state tensions, eroding mutual trust among
Arab countries. This is further compounded by intensifying global competition
between Western economies and emerging powers such as China and Russia, which
influences Arab states’ external alignments.

Economic Structure and Diversification

Many Arab economies exhibit features of a rentier-state model, characterised
by reliance on large external revenues, most prominently from the oil and gas sector,
as opposed to domestic taxation or production. This limits economic diversification
across much of the region. Moreover, the relatively small and homogeneous product
market engenders competition for the same export markets. Considering that one
motive for trade is to take advantage of differences in endowments between trading
partners, this lack of comparative advantage suggests limited prospects for large
benefits from regional economic integration. Nonetheless, the wide range of GDP per
capita offers some basis for mutually beneficial trade.

Major Parties Involved and Their Views:

Gulf Cooperation Council (GCC)

The Gulf Cooperation Council is a regional political and economic union and
military alliance comprising Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the
United Arab Emirates. The GCC’s progress since its founding in 1981 warrants its
standing as the most advanced example of sub regional economic and trade
integration in the Middle East and North Africa (MENA) region. The Unified Economic
Agreement was ratified in 2001, the GCC Customs Union in 2003, and the Gulf
Common Market in 2008. Aside from the reduction of tariffs, the GCC looks to
consolidate customs harmonisation and digital trade to expedite economic
diversification away from oil dependency and bolster private sector development.
While the bloc advocates for greater intra-Arab trade, it is worth noting the GCC
emphasises safeguards, reciprocity, and the protection of strategic industries to
mitigate structural shocks and preserve economic stability.

Egypt
Egypt is an active member of the GAFTA, with one of the largest economies in

the Arab region. Owing to the nation’s geopolitical position and access to markets,
trade is a central pillar of Egypt’s economic development. Given the country’s history
of chronic trade deficits, with imports consistently exceeding exports since at least
2004 (World Bank, 2004), Egypt’s government has pursued an outward-oriented
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trade policy, seeking broader market access for its exports. Egypt has removed
bureaucratic barriers in the interest of attracting foreign direct investment (FDI)
(World Bank, 2004). Its multiple free trade agreements provide access to 1.5 billion
consumers, 100 million of which are in Egypt. Furthermore, investors gain access to
both established and emerging markets, as 8% of world trade passes through the
Suez Canal (GAFI).

However, nearly 40% of companies in Egypt report regulatory and procedural
trade obstacles (ITC, 2023). On account of differing certification procedures across
states, exporters encounter challenges in proving origin and accessing duty-free
treatment. In this light, Egypt directs attention to clarifying rules of origin,
simplifying origin certification procedures, and increasing recognition of certificates.

In the context of the GAFTA, Egypt has in the past endorsed a gradual
approach to trade liberalisation, in light of domestic adjustment and institutional
capacity considerations. Referencing the need to navigate global trends of inflation,
supply chain disruptions, and food and energy security risks, Egypt posits that the
current global economic environment demands greater solidarity among Arab
nations.

Jordan

During the first third of 2025, Jordan posted a trade surplus with ten Arab
nations, a sign of development in national exports and regional trade partnerships
(The Jordan Times, 2025). Despite an overall trade deficit with GAFTA countries,
Jordan achieved surpluses with Iraq, Lebanon, Kuwait, Syria, Palestine, Algeria,
Bahrain, Yemen, Libya, and Morocco; while deficits persisted with Saudi Arabia, the
UAE, Egypt, Qatar, Oman, Tunisia, and Sudan. Arab markets accounted for 40.6% of
total exports, led by Saudi Arabia, Irag, and Syria.

Assuming presidency of the Arab Economic and Social Council in February
2024, Jordan prioritised regional integration, export diversification, and trade
facilitation; objectives of which aligned with Jordan’s Economic Modernization Vision
(2022-2033). With a small domestic market and export-dependent economy, Jordan
regards improved access to Arab markets as central to its growth strategy. Evidently,
Amman, Jordan’s capital, has implemented a number of trade facilitation and
customs clearance reforms, including streamlining the process for exporters to
obtain certificates of origin for both agricultural and industrial products in order to
leverage free trade agreements. Moreover, Jordan has invested in transport and
logistics infrastructure, such as the Agaba Special Economic Zone and land transport
corridors to Iraqg and the Gulf.

Iraq
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Despite public endorsement of Arab economic cooperation, Iraq’s stance
toward integration is noted with a reluctance to commit to deep or rapid
liberalization. During its 2025 presidency of the Arab Economic and Social Council,
Iraq called for flexible mechanisms that account for each country’s economic
conditions, underscoring the protection of national economic sovereignty. Iraq’s
domestic industries are dependent on protective tariffs, subsidies, and licensing
systems, and consequently holds a comparatively low share of intra-GAFTA trade
(less than 5% of its total trade). Notably, Iraq has requested postponements and
transitional arrangements in implementing trade liberalization commitments, citing
oil dependence, fiscal constraints, complex import procedures, and limited
institutional capacity.

Syria

Following the outbreak of civil war, Syria was suspended from the Arab
League in 2011 and was readmitted in 2023. After more than a decade of conflict
and ensuing international sanctions, Syria has been largely excluded from regional
economic cooperation frameworks, including the GAFTA. The country’s GDP has
fallen by roughly half compared to pre-war levels, exports and imports fell by about
84% and 70% respectively, and formal regional trade is limited to small bilateral
exchanges with Lebanon, Iraqg, and Jordan under ad-hoc arrangements (UNESCWA,
2024). Furthermore, with the breakdown of customs systems, transport networks,
and banking and conformity-assessment infrastructure, Syria as a lower-income
conflict-afflicted state remains functionally incapacitated to participate in regional
trade integration. Consequently, Syria’s cautious approach reflects not only political
isolation and sanctions but also structural economic inequality that complicates
equitable participation in Arab economic cooperation.

As a result, Syria’s current economic policy is guided by the principle of
reconstruction, prioritising supply-chain restoration and food-energy security over
trade liberalisation. Recent developments point to Syria’s economic re-engagement,
a prominent example being the push for economic integration with Saudi Arabia,
signing 44 agreements estimated to be worth $4-6 billion in July 2025 (Reuters,
2025).

UN Involvement, Relevant Resolutions, Treaties and Events:
e Arab Economic Integration for Sustainable Development (AEISD), United
Nations Development Programme, 2017
o The aim of the AEISD project was to expedite the effects of trade
reforms on employment opportunities, as well as actively engage Arab
women and youth to encourage regional stability and inclusivity.
o The project was founded with the purpose of achieving three
interconnected goals:
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m To impart technical assistance to Arab states with the main
objective of emphasising inclusive and sustainable growth
through the modernization of trade policies and cooperation
among governments and with the private sector.

m To facilitate and speed up border-crossings and customs
procedures in order to reduce time of processing and increase
revenue.

m To advance women'’s role in trade policy-making to further
regional cooperation and economic integration, tackling the
subject of women’s access to information, production factors,
financial resources as well as business and job opportunities.

e Aran Vision 2045, May 2025

o During the UN General Assembly-80, the UNDP Regional Bureau for
Arab States, jointly with the UN Economic and Social Commission for
Western Asia (ESCWA) and the League of Arab States (LAS), held a
regional round table to discuss directions for action for Arab Vision
2045. The discussion centered on strategies to support national
development plans aligned with the Sustainable Development Goals
(SDGs), diversify economies, enable recovery from conflicts and crises
in parts of the region, as well as leverage opportunities for innovation
and technology to advance knowledge economies in Arab societies.

o The Arab Vision 2045 is concerned with six interlinked domains:
security and safety; justice and equity; innovation and creativity;
prosperity and balanced development; diversity and dynamism; and
cultural and intellectual renewal.
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Key performance indicators
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e Arab Integration: A 21st Century Development Imperative,

o This report was published by the United Nations Economic and Social
Commission for Western Asia (UN ESCWA). It posits that the history of
fragmentation, actively encouraged by outside forces, in conjunction
with flawed policies, have left the region vulnerable to oppression,
foreign intervention and stifled development. This report examines the
causes and effects resulting in the failure of past efforts, and proposes
a strategic vision of integration, founded on three pillars. The first pillar
is political cooperation for good democratic governance in the Arab
world; the second pillar centres on deepening economic integration by
completing the implementation of existing agreements; and the third
pillar underscores the need for cultural and educational reform.
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Possible Solutions:

Trade Regulations and Custom Procedures

Despite the reduction of tariffs, Non-Tariff Barriers (NTB) continue to
complicate the advancement of intra-Arab trade. In addressing these NTBs,
delegates could look to consolidating the harmonisation of customs procedures
through the establishment of a regional digital trade platform to cut down on
clearance times, as well as prioritise the development of cross-border infrastructure
and logistics corridors as a means of streamlining the transportation of goods.
Furthermore, standardising rules of origin and introducing mutual recognition of
conformity assessments would enable exporters to fully leverage preferential
treatment.

Economic Diversification and Private Sector Growth

Many Arab countries rely on oil and gas exports, and thus are vulnerable to
global price fluctuations, which to an extent undermines fiscal stability, and inhibits
private sector development. To address this, delegates could pursue means of
diversifying production and strengthening private sector participation. This can be
achieved through policies that improve access to finance for enterprises, simplify
business regulations, direct investment in new industries, and expanding regional
value chains.

Reducing the Disparities Among Arab Nations

Considering that the economic and fiscal disparities within the Arab region
raises concerns of asymmetric gains from liberalisation as well as the risk of
marginalising less developed members, inclusivity and protection of sovereignty
becomes vital to successful regional development efforts. Delegates could explore
solutions which aim to narrow these structural gaps and build the trade capacity of
smaller economies.

Bibliography:

Useful Links:

Ir Integration and Development in Ar ntri

This report evaluates the scope of trade integration and development across 5
sections. First, it details the efforts relevant regional blocs have made, as well as
notable trade agreements and their implications. Then, it evaluates the restrictions
and barriers to further development. The effects and desired outcomes of trade
integration on development in the region are further elucidated, and the report
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concludes with an overall assessment of the region’s current progress in trade
liberalisation.

Arab economic integration: trade and growth policy after the crises

This source suggests that regional integration is crucial to shield economies
from international financial shocks, particularly concerning oil prices and demand. It
further advocates for appropriate reforms and modernisation of trade policies while
emphasising the imperative for Arab countries to abide by existing trade
agreements. Moreover, it calls attention to the need to encourage foreign direct
investment in order to facilitate the transfer of technology and knowledge, as well as
increases in productivity.

Arab Economic Integration: The missing links

This source examines the underlying factors contributing to the shallow
nature of Arab integration, citing the region’s narrow focus on tariff reduction, similar
economic structures, to weak transport and logistics infrastructure, inconsistent
customs procedures, and divergent regulations as major impediments to
cross-border business and investment.
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