
3
US Agreements: Building
Blocks or Stumbling Blocks?

“We will start by working with Congress to add FTAs with Morocco and Bahrain
to the existing U.S.-Jordan free trade agreement. Then we will seek to negotiate
agreements with other countries. Eventually, these bilateral agreements will be ex-
panded into subregional agreements by bringing in willing countries that demon-
strate a commitment to openness and reform. Within a decade, we hope to meld
these sub-regions into a historic regional Middle East Free Trade Area: a mutual
commitment for openness among the United States and the nations of the Middle
East and Mahgreb.”1

As this statement by then US Trade Representative (USTR) Robert B. Zoel-
lick indicates, the United States seeks to create a Middle East free trade
agreement (MEFTA) with a building block strategy. In addition to joining
the World Trade Organization (WTO), countries in the region first go
through the preparatory stages of signing trade and investment frame-
work agreements (TIFAs). Next they negotiate bilateral FTAs with the
United States. These will in turn be combined into subregional agree-
ments and ultimately into a single comprehensive agreement. Implicit in
the vision is the notion that the parts will fit smoothly into a whole. The
vision of the MEFTA conjures up a picture not only of free trade and in-
vestment with the United States, but also a region that is itself integrated.
If, however, only the bilateral parts of the program can actually be com-
pleted, there is a danger that the result could be a hub-and-spoke arrange-
ment in which each of the countries has links to the United States that are
deeper than those it has with its neighbors. 

55

1. Robert B. Zoellick, “A Return to the Cradle of Free Trade,” op-ed, The Washington Post,
June 23, 2003.
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This chapter reviews in some detail the experience with these policies
to date. It starts with some comments on the bottom-up strategy that has
been adopted and then describes the agreements that have been negoti-
ated. In addition to considering the common features of these agreements
it pays attention to their differences in order to assess their ultimate com-
patibility. In essence, the focus will be on a question that is often asked
about preferential trading arrangements in general: When it comes to ul-
timately melding them into a single agreement, are the bilateral agree-
ments building blocks or stumbling blocks?

It is important to recognize that three of the current agreements—US-
Israel, US-West Bank and Gaza, and US-Jordan—were negotiated and im-
plemented prior to President George W. Bush’s 2003 speech cited in chap-
ter 1. It should be no surprise, therefore, that their content differs, both
with each other and with the three agreements that have been signed since.
By contrast, the three more recent agreements—US-Morocco, US-Bahrain,
and US-Oman—are quite similar to each other. The differences in the ear-
lier agreements are understandable, reflecting partly the fact that they are
of different vintages, with the prototypical US FTA having evolved over
time. They also differ because they were negotiated by different adminis-
trations. But the net result could well hinder future efforts toward further
integration. 

The Bottom-up Approach: Building a Coalition of the
Willing and Able

Several features of the design of the MEFTA process merit comment. First,
the United States did not immediately launch negotiations with all
MEFTA countries. It recognized that the countries in the region are not
starting from a common policy base and that (certainly initially), “one size
does not fit all.” Some countries might currently only be ready for more
generalized system of preferences (GSP) benefits, others for nonbinding
TIFAs, and others for bilateral investment treaties (BITs). Several have 
not even assumed the obligations of the WTO, a requirement the United
States has established for signing such FTAs.

Second, the approach to building the MEFTA is bottom up. While the
ultimate goal is for universal regional membership, the United States will
first negotiate bilateral FTAs, then meld them into subregional FTAs, and
only finally into a single agreement with the region. This is very different
from two other large regional initiatives to which the United States has
been a party. In 1994, for example, the United States joined 33 nations in
the Western Hemisphere in the program to negotiate a Free Trade Area of
the Americas (FTAA) by 2005. The United States was also a signatory to
the Bogor Declaration at the meeting of the Asia-Pacific Economic Coop-
eration (APEC) forum the same year, when participants committed them-
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selves to achieve free trade in that region by 2010 for developed countries
and 2020 for developing countries. These two initiatives involved top-
down approaches in which the nations sought collectively to hammer out
an agreement to which all of them could adhere.

It is fair to say that on the basis of these experiences, the top-down ap-
proach has been very problematic. The collective approach in which a di-
verse group of countries is expected to reach agreement by consensus
runs the risk of either becoming a weak agreement set to the lowest com-
mon denominator, or of being unable to reach any meaningful agreement
at all. While the participants in the FTAA have been able to conclude
many bilateral FTAs among themselves—the United States, for example,
has concluded agreements with Canada and Mexico (the North American
Free Trade Agreement [NAFTA]), El Salvador, Chile, Costa Rica, Panama,
Nicaragua, Honduras, Guatemala, Colombia, and Peru—the overall FTAA
project has foundered and officially given up on the goal of an agreement
in which all partners accept similar obligations. In particular, the inability
to enforce a single undertaking reflected major differences between the
United States and Brazil. As noted by Hufbauer and Stephenson (2003),
the Ministerial Declaration of the FTAA summit held in November 2003
recognized that “countries may assume different levels of commitments”
and that plurilateral negotiation may be conducted among those coun-
tries wishing to take on higher levels of commitments, or those willing to
“agree to additional obligations and benefits.” Thus, instead of a single
undertaking, the FTAA has evolved into an agreement with variable
geometry. Likewise, while bilateral agreements have proliferated rapidly
within the APEC region, efforts at achieving a full megaregional agree-
ment have stalled.

Perhaps this is to be expected, because megaregional agreements seem
to combine the basic weaknesses of both bilateral and multilateral trade
agreements. The virtue of bilateral agreements is that they are politically
feasible because they may require relatively limited adjustment, and can
be tailored to meet specific national conditions. They also have the politi-
cal virtue that the opportunity to gain preferential access may help pro-
vide political support. But their weakness is that they discriminate against
outsiders. Multilateral agreements such as the WTO have the virtues of
enforcing nondiscrimination and a greater likelihood of efficiency, but
they are problematic because of the diversity of the participants and the
large adjustments that opening up to the world could entail. Megaregion-
als, though they offer the hope of integration and a single set of rules at
the regional level, are still discriminatory, have greater diversity, and offer
preferences that are less valuable because they are more diluted. After all,
how valuable is it to have duty-free access to the United States if the Chi-
nese and the rest of Asia have it as well? Megaregionals also may require
considerable adjustment. If an APEC country opens up to China and the
United States, it may as well open up to the rest of the world. 
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The bottom-up approach, by contrast, has the advantage of allowing
agreements that can be more closely tailored to meet individual circum-
stances. It also allows for the process to gain momentum as entry by some
increases the pressures on others to join through a domino effect. This ap-
proach also denies foot-draggers the ability to slow progress. But the
bottom-up approach also runs the risk that it could be more difficult in the
end to integrate the agreements into a single framework. In particular,
countries that sign early may have an interest in preventing the dilution
of their preferences by the entry of latecomers. In addition, countries that
win particularly favorable treatment initially may resist a more general
agreement based on less favorable treatment. Latecomers may also find
that the bar has been set too high by those who found it easier to be the
first ones in, and that the differences between the agreements could sim-
ply be too large to reconcile without starting over.

From the US standpoint, with respect to MEFTA it is clear why the
bottom-up approach has been chosen. It places the United States in the
strongest bargaining position, able to choose the sequence with which it
negotiates. This allows the United States to create pressures on latecomers
and to use FTAs as a reward for countries that are willing to join. Above
all, however, it allows the United States to avoid the weakening of the
agreements that might be necessary if they were all negotiated together. 

From the standpoint of Arab countries, the bottom-up approach is a
mixed bag. The initiative creates tensions among Arab countries because
it divides the region by separating countries according to their ability to
integrate internationally and their political acceptability to the United
States. This offers those most willing and able to negotiate the opportu-
nity to differentiate themselves in both these respects. But for those who
are less willing, this is a problem. 

In addition, the bottom-up approach prevents the Arab countries from
initially forming coalitions, compelling them to bargain individually with
the United States. The consequence will be initial agreements that are less
reflective of their collective interests. At later stages, however, as an over-
arching MEFTA begins to emerge they should find it easier to coordinate
their positions. Nonetheless, while the approach that has been selected 
is possibly less likely to guarantee the eventual emergence of a single
MEFTA, it is more likely to ensure that the agreements that do emerge re-
tain their deep character. 

Thus far, countries have had different responses to the US invitation.
Some have eagerly sought an agreement. Others, however, remain resis-
tant to both the policies and commitments required by the agreements, as
well as to the fact that these commitments are being driven not by them,
but by the United States. In particular, although the United States has
couched this as a regional initiative, making it clear that in principle all
countries will be allowed to join, the fact that it has proceeded bilaterally
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means that some countries could well find themselves excluded from the
process because the United States deems their reforms to be insufficiently
advanced or disapproves of their noneconomic policies. Despite its will-
ingness to join, Egypt, for example, has been forced by the United States
to wait in the wings for a number of years, even though its reform process
has actually accelerated since 2004. 

Who would be included in a final regional agreement also presents sig-
nificant problems. In particular, on the one hand, it is hard to see the
United States concluding a megaregional arrangement that excludes Is-
rael; on the other, although some Arab countries do have trade agreements
of various sorts with Israel—Jordan has an FTA with Egypt the qualified
industrial zones (QIZ), and the Palestinians have an agreement with Israel
under the Paris Protocolas—it is likely that several Arab countries would
refuse to join such an arrangement if it did include Israel, absent signifi-
cant progress in Israeli-Palestinian relations. Indeed, there has been con-
siderable friction between the United States and Saudi Arabia over the lat-
ter’s failure to suspend its participation in the Arab League boycott of
Israel upon its accession to the WTO. It is hard to imagine the US Congress
passing either a US-Saudi FTA or a comprehensive MEFTA absent a
change in this stance.

Arab countries also have to think about how an agreement with the
United States could affect their relations with other trading partners such
as the European Union and other nations in the region. In particular, like
the United States, the European Union has also advanced a major initia-
tive that began with bilateral agreements and now seeks to link these in a
MEFTA as well as integrate many of these countries into a broader Euro-
pean Neighborhood Policy. An important concern for the future, then, is
whether the US and EU approaches are mutually compatible. 

In addition, the US initiative has presented a major challenge to Gulf
Cooperation Council (GCC) unity. In principle, the GCC as a customs
union should have a common external tariff. The European Union, for ex-
ample, negotiates as a bloc with the rest of the world. However, the GCC
countries found themselves in quite different positions in 2003 with Saudi
Arabia, at the time not yet a WTO member. Notwithstanding the customs
union, Bahrain negotiated a separate agreement with the United States
and has been emulated by the United Arab Emirates and Oman. From one
vantage point this was an unfortunate breach of GCC unity. But the GCC
has experienced considerable difficulties in its negotiations with the Eu-
ropean Union that have been going on for almost 20 years. And the abil-
ity to negotiate independently allowed the smaller GCC states to escape
this constraint and move forward. Paradoxically, while the United States
has couched its initiative as the creation of a single MEFTA, the reality
could be the creation of a divided region with deeper integration among
reformers.
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US-Israel: A GATT-Style Free Trade Agreement 

While the initiative launched by US President George W. Bush was his-
toric, it represented the continuation of a long-standing tradition of using
economic measures to bolster US foreign policy in the region. Israel has
long been a major beneficiary of US financial support. In the aftermath of
the Camp David agreements signed in 1978, Egypt joined the ranks of the
largest recipients of US foreign Aid. The United States has also provided
trade preferences to less-developed countries in the Middle East through
its GSP. Indeed, Israel was also a GSP beneficiary and most of its exports
enjoyed duty-free entry into the United States. 

By the mid-1980s, however, the United States sought to encourage more
developed countries either to “graduate” or to provide reciprocal benefits,
and Israel was an obvious candidate for this treatment.2 This led to the
US-Israel FTA in 1985, the first in a major new trend in US trade policy
that used such agreements as a supplement to multilateral liberalization
(Rosen 2004). 

The key objective of the US-Israel agreement was to eliminate all tariffs
and quotas on industrial products. Nontariff measures (such as quotas
and even outright bans) were still permitted in agriculture, however. The
agreement did not cover services or liberalize investment, although it did
deal with trade-related investment issues by outlawing performance re-
quirements such as exporting or the use of domestic goods. The agree-
ment did not implement a binational mechanism for settling disputes. Al-
though Israel was required to sign the General Agreement on Tariffs and
Trade (GATT) subsidies code, the agreement did not contain new provi-
sions for subsidies or antidumping remedies. All in all, the US-Israel
agreement was one that did not go beyond GATT by implementing mea-
sures that would have achieved significantly deeper economic integra-
tion. It was clearly a product of its time. One of the virtues of that simpler
era, however, was that the rules of origin in the agreement were straight-
forward, and indeed more liberal than any FTA that has since been signed
by the United States. In particular, there were no special rules for textiles
and apparel.3

The US-Israel agreement is clearly not an adequate building block for
the MEFTA. In particular, both its coverage and provisions are too limited.
Services, investment, and intellectual property are just some of the ele-
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2. In addition, frustrated with the slow progress in launching the negotiations that became
known as the Uruguay Round, the United States turned to bilateral FTAs in an effort to pres-
sure its major trading partners to be more forthcoming.

3. To be considered originating, goods simply had to meet one of three criteria: (1) Be wholly
grown, produced or manufactured in Israel; (2) be “substantially transformed” in Israel into
a new and different article or material from which it is made; or (3) contain 35 percent Israeli
value added, for which up to 15 percent could be US materials.
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ments that would have to be incorporated. In addition, however, there is
the important issue of rules of origin. In this respect, since it is so liberal, it
could be a model for an integrated agreement, but it would not be one that
the textile interest groups in the United States would be eager to accept.

West Bank and Gaza: Along for the Ride 

In 1993, the Oslo Agreement and the Paris Accords established a new rela-
tionship between Israel and the Palestine Liberation Organization (PLO).
In the aftermath of the accords, the United States sought to bolster peace
between Israel and its neighbors by fostering their economic integration
and development. Goods produced in the West Bank and Gaza were
granted the same FTA treatment as those produced in Israel. In 1996, the
carrot of US market access was also used to promote trade between Israel,
Jordan, and the West Bank and Gaza by establishing QIZs that granted
duty-free access to products that contained value-added from both Jordan
and Israel (or the West Bank and Gaza). 

The US-Israel FTA had allowed goods produced by Israel duty-free ac-
cess to the United States, but Gaza and the West Bank were not included
as part of Israel. However, goods produced in those areas were in practice
treated as if they were Israeli, until the PLO signed the Paris Protocol with
Israel. In the protocol agreement, a customs union-type arrangement was
concluded between Israel and the Palestinian Authority. With a few ex-
ceptions, external tariffs on almost all goods purchased by Palestinians
were set at Israeli rates. Within Israel, the West Bank, and Gaza there was
duty-free passage of goods. Thus, while goods were free to circulate duty
free between the West Bank, Gaza and Israel, and between Israel and the
United States, there was an issue with respect to access to the US market
for goods produced in the West Bank and Gaza. 

In early 1995, to prevent Palestinians from being penalized for their
participation in the peace initiative, the United States extended GSP ben-
efits to Palestinian products (Singer 2003). However, the GSP excluded
major Palestinian exports such as textiles and agriculture and it was not
renewed in 1996. Although the United States contemplated negotiating a
separate FTA with the PLO, it rejected this option and instead invoked a
provision of the US-Israel agreement that had been amended to allow the
president to unilaterally extend duty-free privileges to products produced
in the West Bank and Gaza.4 In his proclamation, President Bill Clinton
stated, “I have decided that articles may be treated as though they were
articles directly shipped from Israel for the purposes of the Agreement
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dustrial Zones,” November 14, 1996.
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even if shipped to the United States from the West Bank, the Gaza Strip,
or a qualifying industrial zone, if the articles otherwise meet the re-
quirements of the Agreement.”

As noted in the proclamation, value added in the West Bank and Gaza
is treated in the same way as value added in Israel.5 Thus, Palestinian
goods today can enter the United States duty free as long as they meet
rules of origin that are similar to those required for Israel. As indicated
below, certain areas of Jordan also were given QIZ status. Ironically, there-
fore, what was originally meant as a major initiative to assist Palestinians
actually provided an important boost to their regional competitors.6

By treating products from the West Bank and Gaza as part of the US-
Israel agreement and by not having a completely separate agreement with
the Palestinians, the United States avoided the knotty problem of how to
treat products produced in Israeli settlements in occupied territories.
However, the United States avoided this problem at the cost of not nego-
tiating a separate US-Palestinian FTA, and the current arrangement be-
tween the West Bank and Gaza and the United States is not an adequate
foundation for the Palestinian economy. By contrast, the European Union
concluded separate trade agreements with the Palestinian Authority and
with Israel, an approach that did lead to disputes over exports to the Eu-
ropean Union from Israeli settlements.7

The economic conditions under which Palestinians currently live con-
tribute to the instability in the region.8 The United States has now signed
on to the notion of a two-state solution to the conflict, and a crucial re-
quirement for this solution is that the Palestinians have a viable economy.
The unilateral Israeli disengagement from Gaza and the construction of a
barrier highlights the likelihood that the links between the Palestinian
and Israeli economies will be significantly weakened. This means that in-
ternational economic engagement is crucial to the economic survival of
the Palestinians. 

Gaza is a poor and desperate place. It can barely survive and certainly
cannot thrive under conditions of autarky. If the movement of goods in
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5. The proclamation states that, “The cost or value of materials produced in the West Bank,
the Gaza Strip, or a qualifying industrial zone may be included in the cost or value of materi-
als produced in Israel under section 1(c)(i) of Annex 3 of the Agreement” (op. cit, footnote 4).

6. To be sure, Palestinian production has an advantage in terms of rules of origin, since
goods produced in the Jordan QIZ are required to have value added from Israel and/or the
West Bank and Gaza, whereas goods produced in Gaza need not have any Israeli value
added, but given security and other concerns, the responses in Jordan have been much
greater. 

7. The EU approach has engendered considerable controversy as to whether goods pro-
duced in the settlements are entitled to the trade benefits under the 1995 EU-Israel agree-
ment (see Hirsch 2003).

8. See Noland and Pack (2006, chapter 9) for a more extensive analysis of the Palestinian
economy.
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and out of Gaza (to the West Bank, Israel, and the rest of the world) is se-
riously impeded, it will remain an economic backwater. Firms will not in-
vest to produce in Gaza unless they can import key inputs and export to
richer markets. The West Bank, as well, depends on external markets, and
both it and Gaza are in great need of improved institutions. In this regard,
a full-fledged Palestinian FTA could make an important contribution by
securing markets for exports of goods and services, helping attract foreign
investors, and stimulating internal market-oriented reforms. But the cur-
rent agreement with Israel is not adequate to that task. The lack of cover-
age of investment and services, the weakness in dispute settlement, and
the lack of a mechanism for Palestinian participation in the agreement’s
operation are all basic deficiencies. Given the recent electoral victory of
Hamas, even maintaining the current arrangements has proven impossi-
ble. Nonetheless, an FTA between the United States and Palestine could
make an important contribution in the event of a final settlement. 

US-Jordan: From Qualified Industrial Zone 
to Free Trade Agreement 

President Clinton had declared that goods produced in Jordan in special
QIZs could also be eligible for similar treatment provided that the content
had at least 35 percent qualifying value added. In terms of the protocol
negotiated by the parties, products from these zones are required to meet
minimum domestic content requirements and contain a minimum
amount of Israeli value added (11.7 percent added in a Jordanian QIZ, 8
percent in Israel, and the remaining 15.3 percent can come from either a
Jordanian QIZ, Israel, or the West Bank and Gaza).9

From the standpoint of the exports it has generated, this QIZ program
has produced quite spectacular results. Since its inception in 1998, exports
entering the United States have increased from $15 million annually to
over $1 billion in 2006. 

The program also served as to stimulate a more fully-fledged US-
Jordan FTA. Negotiations for the agreement were launched and completed
by the Clinton administration in 2000, its final year in office. From a US
standpoint, the speed was possible because the agreement was not seen as
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9. The Presidential Proclamation of 1996 (op. cit., footnote 4) gave authority to Israel and
Jordan to devise the terms of the QIZ. Negotiations took place at the level of the Ministries
of Industry and Trade. As long as the rules of origin of the Israel-US FTA were met, requir-
ing 35 percent value added at the domestic level for duty-free access to the United States, the
method of measurement as to splitting the portion of the 35 percent value added was left to
the parties. In January 2006 amendments to the Jordan-Israel agreement were negotiated, in
part based on the Egypt experience, amending the structure of the Jordan QIZ, whereby ac-
counting for the Israeli input would be assessed on a quarterly rather than a per-product or
per-truckload basis.
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presenting significant economic challenges. A study undertaken by the US
International Trade Commission, for example, concluded that the eco-
nomic impact of the agreement would be minimal (USITC 2000). Jordan-
ian exports to the United States in 1998—the year used as the basis for the
study—totaled just $16 million, while US exports to Jordan amounted to
$275 million. In addition, the Jordan agreement enjoyed considerable po-
litical support in the US Congress. This support was not only based on Jor-
dan’s role as a US ally. It also reflected the fact that the Clinton adminis-
tration used the agreement as a template for the treatment of labor and
environmental provisions in a trade agreement. The Jordan agreement was
also attractive to the administration because it offered the opportunity to
show that the United States could in fact negotiate an agreement without
fast-track authority—something that President Clinton had been unsuc-
cessful in obtaining. In fact, the US-Jordan agreement was eventually
passed by a “voice vote,” a procedure used only for issues that are so rou-
tine and uncontroversial that the votes do not even have to be recorded.
This stood in dramatic contrast with the earlier fight over NAFTA. From a
Jordanian viewpoint, speedy negotiation was possible because in April
2000, Jordan had just acceded to the WTO and the agreement did not re-
quire major additional liberalization, particularly with respect to services
and investment.

On June 6, 2000, the two governments announced they would enter into
negotiations. The agreement was concluded just six months later, on Oc-
tober 24, 2000. The text stands in striking contrast to NAFTA and agree-
ments that were negotiated at the same time with Singapore and Chile. In
particular, the Jordan agreement is remarkably brief and far less com-
prehensive and detailed. It is only about 20 pages long and has 19 articles.
By contrast, the US-Singapore agreement has 21 articles and runs to 236
pages, and the US-Chile agreement has 24 articles and is even longer. 

The US-Jordan agreement achieves free trade in goods within 10 years.
Tariffs of less than 5 percent are eliminated after two years, Tariffs be-
tween 5 and 10 percent are removed over four years, between 10 and 20
percent over five years, and the highest tariffs are phased out over 10
years. There was some debate as to whether the rules of origin should be
similar to those of Israel or the far more complex and comprehensive rules
in NAFTA, and a compromise was reached. Unlike the US-Israel agree-
ment, there are separate rules of origin for textiles and apparel that are
extensive but by no means as restrictive as the yarn-forward rules in
NAFTA and in subsequent Middle Eastern trade agreement such as US-
Morocco, US-Bahrain, and US-Oman. The US-Jordan agreement allows
for the use of unlimited third-country yarn and fabric in apparel eligible
for duty-free treatment. In contrast, the Morocco and Bahrain agreements
contain limited allowances for the use of yarn and fabric from a nonparty
under a tariff preference level (TPL). But unlike NAFTA, this allowance is
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gradually eliminated over a 10-year period.10 By 2010, the QIZ arrange-
ment will be rendered obsolete by the full phase-in of the agreement. 

Services liberalization is included in the agreement, but not with the
negative list approach adopted in NAFTA (and the subsequent Middle
Eastern agreements) in which all services are liberalized unless exceptions
are noted. Instead, the parties each provide a schedule of services in
which they will grant treatment no less favorable than they accord to their
“own like services and service suppliers.” The text of the services section
in the agreement is just a page in length and there are annexes in which
countries basically detail their commitments to the General Agreement on
Trade in Services (GATS). The agreement does not contain sections ex-
plicitly covering telecommunications and financial services as the later
agreements do. The market access and national treatment commitments
explicitly follow GATS rules.11

The US-Jordan FTA also contains no investment provisions. Instead, the
bilateral investment treaty that had been signed between the countries in
1997 and entered into force in 2003 was deemed as adequate.12 This sepa-
rate treatment meant that the dispute settlement procedures in the agree-
ment could not be invoked to deal with investment.

Also conspicuous by their absence are provisions for government pro-
curement (reference is simply made to Jordan’s application to the WTO
Agreement on Government Procurement), binding commitments for aid
and technical assistance, and provisions on technical barriers to trade, san-
itary and phytosanitary standards, transparency, and competition policy.

Almost a third of the agreement’s pages are devoted to intellectual prop-
erty, labor, and the environment. The intellectual property provisions are
extensive, in some cases giving protection beyond that required by WTO
rules, but they are less extensive than in later agreements. “Well-known
trademarks,” whether registered or not, are given protection. Copyright
protection extends to performances, and producers are given the exclusive
right to authorize or prohibit the broadcasting of their work. The provi-
sions for pharmaceuticals require an extension of the patent to compensate
the owner for unreasonable curtailment of the patent terms.

The FTA establishes trade obligations as well as the obligations of both
countries to enforce their national laws on labor and the environment as
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10. As stated in USTR (2004), “The Morocco agreement also contains a special allowance for
the United States and Moroccan industry to use cotton fibers from the least-developed sub-
Saharan African countries, where those fibers are normally required to originate in a Party.”
See www.ustr.gov (accessed September 15, 2006).

11. Jordan had listed in its schedule annexed to the GATS exemptions for most favored na-
tion status that were based on a reciprocity requirement. The US-Jordan agreement con-
firmed that the United States satisfies those reciprocity requirements.

12. Bahrain investment is protected by a BIT; Morocco investment is protected by the agree-
ment itself. The provisions are quite similar and often have the same language.
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they relate to trade. These are quite common in US agreements. However,
the most innovative aspect of the agreement was the fact that its labor and
environmental provisions were made part of the body of the agreement
and not subject to different dispute settlement provisions. All violations
are to be treated in the same way. In the event of a dispute, the agreement
provides for the creation of three-member binational panels to investigate
“whether either party has failed to carry out its obligations under the
agreement or adopted other measures that severely distort the balance of
trade benefits accorded by the agreement or substantially undermine the
fundamental objectives of the agreement” (Article 17 (d)). However, in the
event the dispute cannot be resolved, the affected party shall be entitled
to take “any appropriate and commensurate measure.” 

In most other US FTAs, by contrast, the implications of a failed dispute
are far more explicitly laid out. For example, in the dispute settlement
procedures with Morocco, in the event of noncompliance, parties have the
explicit ability either to suspend trade concessions or to establish mone-
tary assessments. 

Given these vague provisions of the US-Jordan approach, it is quite
ironic that the system has been so enthusiastically supported by propo-
nents of including labor and environmental provisions in trade agree-
ments and vehemently opposed by those taking the opposite view. Sup-
porters liked the fact that labor and environmental infractions would be
treated in precisely the same way as other provisions and not separately in
side agreements as had been the approach with NAFTA. Indeed, 18 Dem-
ocratic members of Congress, many of whom had opposed other agree-
ments, wrote a letter to President Clinton to congratulate him on the agree-
ment, calling it “an important new precedent for trade agreements.” Many
Republicans were opposed, however, and before the agreement could be
passed they obtained an exchange of letters in which both sides actually
pledged not to use trade retaliation if disputes could not be resolved.13

This suggests that the enforcement mechanisms of the US-Jordan agree-
ment are de facto weaker than those in other FTAs.

Overall, therefore, the United States concluded three agreements that
were precursors to the MEFTA. To the degree that these are viewed as part
of a subregional arrangement, they provide an opportunity for cumula-
tion with a simple value-added rule of origin. In fact, the Jordanian QIZ
experience is evidence of the potency of such an approach.

At the same time, the relatively shallow nature of the Jordan agreement
suggests that its potential role in stimulating reforms or major liberaliza-
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13. USTR Robert Zoellick wrote, “In light of the wide range of our bilateral ties and the
spirit of collaboration that characterizes our relations, my Government considers that ap-
propriate measures for resolving any differences that may arise regarding the Agreement
would be bilateral consultations and other procedures, particularly alternative mechanisms
that will help to secure compliance without recourse to traditional trade sanctions” (Inside
U.S. Trade, July 27, 6).
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tion in Jordan were limited. In particular, the agreement did not really
break new ground in Jordan with respect to investment, services, govern-
ment procurement, competition policy, or regulatory practices (besides in-
tellectual property). 

WTO-Plus? US-Morocco, US-Bahrain, and US-Oman

The terrorist attacks of September 11, 2001, ushered in a new era in US for-
eign policy, raising even further the priority of relationships with Middle
Eastern countries. In its aftermath, the US Congress easily approved the
Jordan FTA a month later. In 2002 the Bush administration received trade
promotion authority from the Congress, and decided to use it not simply
to pursue the Doha Round negotiations, but also to dramatically increase
its bilateral free trade initiatives. The administration concluded agree-
ments with Singapore and Chile that had been started by the Clinton ad-
ministration and then launched negotiations with a new group of coun-
tries. Among this group was Morocco.14

Although the United States announced its intention to enter into an
agreement with Morocco in October 2002, the negotiations for the agree-
ment were completed after the president’s speech outlining the US strat-
egy for a MEFTA. The result was an agreement, signed in June 2004,
which basically served as the template for the subsequent agreements
with Bahrain and Oman. The latter were concluded with remarkable
speed: four months for Bahrain and seven for Oman. As a result, these
three agreements can be easily described together (table 3.1). 

Under the agreements, tariffs are generally removed on a large percent-
age of trade as soon as the US agreements are implemented. More than 95
percent of the bilateral trade becomes duty free when the US-Morocco
agreement enters into force, and almost all tariffs between the two coun-
tries will be eliminated within nine years with a small number of the re-
maining tariffs eliminated after 15 years (USTR 2004). The Bahrain and
Oman agreements eliminate tariffs on 100 percent of those industrial prod-
ucts that are actually traded immediately, and the few remaining excep-
tions in the schedules are phased out over 10 years. The Moroccan agree-
ment requires the United States to phase out all agricultural tariffs in 15
years, while Morocco for the most part does the same, although it can keep
restrictions on some especially sensitive sectors for as long as 25 years.15

US AGREEMENTS 67

14. The launch of the US-Morocco FTA negotiations was notified to Congress in October
2002. For an analysis, see Galal and Lawrence (2004).

15. For two poultry products, the agreement sets up two Moroccan tariff rate quotas (TRQs)
under which out-of-quota tariffs would be eliminated over 19 and 25 years, respectively. A
19-year TRQ was created for US exports of whole birds and a 25-year TRQ for US exports of
leg quarters, which are the two most sensitive products for Morocco.

03--Ch. 3--55-78  10/6/06  8:47 AM  Page 67

Peterson Institute for International Economics  |  www.petersoninstitute.org



68

Ta
b

le
 3

.1
Su

m
m

ar
y 

o
f U

S 
fr

ee
 t

ra
d

e 
ag

re
em

en
ts

A
rt

ic
le

U
S-

M
o

ro
cc

o
U

S-
B

ah
ra

in
U

S-
O

m
an

M
ar

ke
t a

cc
es

s

A
gr

ic
ul

tu
re

 a
nd

p
hy

to
sa

ni
ta

ry
 m

ea
su

re
s

Te
xt

ile
s 

an
d 

ap
p

ar
el

C
us

to
m

s 
ad

m
in

is
tr

at
io

n

Te
ch

ni
ca

l B
ar

rie
rs

 
to

 T
ra

de
 (T

BT
)

Sa
ni

ta
ry

 a
nd

 
Ph

yt
os

an
ita

ry
 (S

PS
)

Sa
fe

gu
ar

ds

G
ov

er
nm

en
t

p
ro

cu
re

m
en

t

Im
m

ed
ia

te
ly

 e
lim

in
at

e 
ta

rif
fs

 o
n 

95
 p

er
ce

nt
 o

f b
ila

te
ra

l t
ra

de
 in

 c
on

su
m

er
an

d 
in

du
st

ria
l p

ro
du

ct
s;

 a
ll 

re
m

ai
ni

ng
ta

rif
fs

 to
 b

e 
el

im
in

at
ed

 w
ith

in
 n

in
e 

ye
ar

s

M
or

oc
co

 p
ro

vi
de

s 
p

re
fe

re
nt

ia
l m

ar
ke

t
ac

ce
ss

 o
n 

ag
ric

ul
tu

ra
l p

ro
du

ct
s 

ac
co

rd
-

in
g 

to
 s

ch
ed

ul
es

 n
eg

ot
ia

te
d 

on
 a

p
ro

du
ct

-s
p

ec
ifi

c 
b

as
is

. T
ar

iff
s 

p
ha

se
d 

ou
t

ov
er

 u
p

 to
 2

5 
ye

ar
s;

 U
S 

ov
er

 1
8 

ye
ar

s.

Re
qu

ire
s 

qu
al

ify
in

g 
ap

p
ar

el
 to

 c
on

ta
in

ei
th

er
 U

S 
or

 M
or

oc
ca

n 
ya

rn
 a

nd
 fa

b
ric

.
C

on
ta

in
s 

a 
te

m
p

or
ar

y 
30

 m
ill

io
n 

sq
ua

re
m

et
er

 a
llo

w
an

ce
 fo

r a
p

p
ar

el
 c

on
ta

in
in

g
th

ird
-c

ou
nt

ry
 c

on
te

nt

Pu
b

lic
at

io
n,

 re
le

as
e 

of
 g

oo
ds

,
au

to
m

at
io

n,
 c

oo
p

er
at

io
n

U
se

s 
W

or
ld

 T
ra

de
 O

rg
an

iz
at

io
n 

(W
TO

)
TB

T 
ag

re
em

en
t; 

ac
cr

ed
ita

tio
n 

of
 c

on
fo

r-
m

it
y 

as
se

ss
m

en
t b

od
ie

s 
in

 o
th

er
 p

ar
ty

U
se

s 
SP

S 
ag

re
em

en
t

Su
b

st
an

tia
l c

au
se

 o
f s

er
io

us
 in

ju
ry

:
su

sp
en

d 
re

du
ct

io
ns

 o
r i

nc
re

as
e 

ra
te

s 
to

m
os

t f
av

or
ed

 n
at

io
n 

(M
FN

) s
ta

tu
s

C
en

tr
al

 g
ov

er
nm

en
t p

ro
cu

re
m

en
t

th
re

sh
ol

d:
 a

ll 
p

ro
je

ct
s 

ov
er

 $
17

5,
00

0;
co

ns
tr

uc
tio

n 
p

ro
je

ct
s 

ov
er

 $
 6

.7
 m

ill
io

n

M
os

t f
re

ed
 im

m
ed

ia
te

ly
: 1

00
 p

er
ce

nt
 o

f
b

ila
te

ra
l t

ra
de

 in
 c

on
su

m
er

 a
nd

 in
du

st
ria

l
p

ro
du

ct
s 

b
ec

om
e 

du
ty

-f
re

e 
im

m
ed

ia
te

ly
;

re
m

ai
ni

ng
 p

ro
du

ct
s 

w
ith

in
 1

0 
ye

ar
s 

in
 1

0
eq

ua
l s

ta
ge

s

C
ov

er
ed

 u
nd

er
 m

ar
ke

t a
cc

es
s;

 U
S 

qu
ot

as
p

ha
se

d 
ou

t o
ve

r 1
0 

ye
ar

s

M
os

t a
p

p
ar

el
 “m

us
t b

e 
fo

rm
ed

 fr
om

 y
ar

n
an

d 
fin

is
he

d 
in

 th
e 

te
rr

ito
ry

 o
f a

 p
ar

ty
;”

sp
ec

ia
l s

af
eg

ua
rd

s

Si
m

ila
r t

o 
U

S-
M

or
oc

co

U
se

s 
W

TO
 T

BT
 a

gr
ee

m
en

t

SP
S

Si
m

ila
r t

o 
U

S-
M

or
oc

co

C
ov

er
s 

al
l c

on
tr

ac
ts

 g
re

at
er

 th
an

$1
75

,0
00

 a
nd

 a
ll 

co
ns

tr
uc

tio
n 

co
nt

ra
ct

s
gr

ea
te

r t
ha

n 
$7

.6
 m

ill
io

n

Si
m

ila
r t

o 
Ba

hr
ai

n

Im
m

ed
ia

te
ly

: O
m

an
 fr

ee
s 

du
tie

s 
on

 8
7

p
er

ce
nt

 ta
rif

f l
in

es
 a

nd
 U

S 
fr

ee
s 

du
tie

s 
on

al
l i

ts
 im

p
or

ts
 fr

om
 O

m
an

. O
ve

r 1
0 

ye
ar

s,
al

l t
ar

iff
s 

re
m

ov
ed

M
aj

or
it

y 
of

 p
ro

du
ct

s:
 T

ar
iff

s 
p

ha
se

d 
ou

t
in

 5
 y

ea
rs

; y
ar

n 
an

d 
fa

b
ric

 c
an

 b
e 

U
S 

or
O

m
an

i; 
te

m
p

or
ar

y 
ex

ce
p

tio
n 

fo
r l

im
ite

d
qu

an
tit

ie
s

Si
m

ila
r

Si
m

ila
r

SP
S

Si
m

ila
r

C
ov

er
s 

al
l c

on
tr

ac
ts

 g
re

at
er

 th
an

$1
93

,0
00

 a
nd

 a
ll 

co
ns

tr
uc

tio
n 

co
nt

ra
ct

s
gr

ea
te

r t
ha

n 
$8

.4
 m

ill
io

n

03--Ch. 3--55-78  10/6/06  8:47 AM  Page 68

Peterson Institute for International Economics  |  www.petersoninstitute.org



69

In
ve

st
m

en
t

Se
rv

ic
es

 

Fi
na

nc
ia

l s
er

vi
ce

s

E-
co

m
m

er
ce

Te
le

co
m

m
un

ic
at

io
ns

In
te

lle
ct

ua
l p

ro
p

er
ty

rig
ht

s

La
b

or

En
vi

ro
nm

en
t

Tr
an

sp
ar

en
cy

A
dm

in
is

tr
at

io
n

D
is

p
ut

e 
se

tt
le

m
en

t

N
at

io
na

l t
re

at
m

en
t; 

M
FN

; p
ro

ce
du

re
s 

fo
r i

nv
es

to
r-

st
at

e 
di

sp
ut

e 
se

tt
le

m
en

t

N
eg

at
iv

e 
lis

t

N
at

io
na

l t
re

at
m

en
t; 

M
FN

; s
p

ec
ifi

c
co

m
m

itm
en

ts

Fr
ee

 tr
ad

e

37
 p

ag
es

St
riv

e 
to

 im
p

ro
ve

 s
ta

nd
ar

ds
; e

ff
ec

tiv
el

y
en

fo
rc

e 
na

tio
na

l s
ta

nd
ar

ds
; n

ot
 w

ea
ke

n
to

 g
ai

n 
ad

va
nt

ag
e 

in
 tr

ad
e 

or
 in

ve
st

m
en

t
co

op
er

at
io

n

H
ig

h 
le

ve
ls

 o
f p

ro
te

ct
io

n;
 e

nf
or

ce
m

en
t;

no
t d

is
to

rt
 tr

ad
e 

or
 in

ve
st

m
en

t

Pr
om

p
t p

ub
lic

at
io

n,
 n

ot
ifi

ca
tio

n,
 ju

di
ci

al
re

vi
ew

, a
nt

ic
or

ru
p

tio
n

Jo
in

t c
om

m
itt

ee

N
on

im
p

le
m

en
ta

tio
n 

re
su

lt
s 

in
 s

us
p

en
-

si
on

 o
f b

en
ef

its
 o

r m
on

et
ar

y 
as

se
ss

m
en

t

Si
m

ila
r t

o 
U

S-
M

or
oc

co

N
eg

at
iv

e 
lis

t

N
at

io
na

l t
re

at
m

en
t; 

M
FN

; s
p

ec
ifi

c
co

m
m

itm
en

ts

Fr
ee

 tr
ad

e

24
 p

ag
es

Si
m

ila
r

Si
m

ila
r

Si
m

ila
r

Si
m

ila
r

N
on

im
p

le
m

en
ta

tio
n 

re
su

lt
s 

in
 s

us
p

en
-

si
on

 o
f b

en
ef

its
 o

r m
on

et
ar

y 
as

se
ss

m
en

t

Si
m

ila
r t

o 
U

S-
M

or
oc

co

N
eg

at
iv

e 
lis

t; 
cr

os
s-

cu
tt

in
g 

di
sc

ip
lin

es
;

re
m

ov
e 

re
qu

ire
m

en
ts

 th
at

 U
S 

fir
m

s 
hi

re
O

m
an

is

Re
gu

la
to

ry
 tr

an
sp

ar
en

cy
; a

llo
w

 p
rio

r
no

tic
e 

an
d 

co
m

m
en

t (
w

ith
in

 th
re

e 
ye

ar
s)

Fr
ee

 tr
ad

e;
 n

o 
cu

st
om

s 
du

tie
s 

on
 d

ig
ita

l
p

ro
du

ct
s

A
ll 

se
rv

ic
e 

su
p

p
lie

rs
 h

av
e 

ne
tw

or
k 

ac
ce

ss

Te
st

 d
at

a 
p

ro
te

ct
ed

 fo
r 5

 y
ea

rs
 fo

r
p

ha
rm

ac
eu

tic
al

s;
 1

0 
ye

ar
s 

fo
r a

gr
ic

ul
tu

ra
l

ch
em

ic
al

s;
 p

ro
te

ct
io

n 
fo

r n
ew

 p
la

nt
va

rie
tie

s;
 to

ug
h 

p
en

al
tie

s

Si
m

ila
r

Si
m

ila
r

Si
m

ila
r

N
on

im
p

le
m

en
ta

tio
n 

re
su

lt
s 

in
 s

us
p

en
-

si
on

 o
f b

en
ef

its
 o

r m
on

et
ar

y 
as

se
ss

m
en

t

03--Ch. 3--55-78  10/6/06  8:47 AM  Page 69

Peterson Institute for International Economics  |  www.petersoninstitute.org



The agreement also contains special agricultural safeguards. In the case of
Bahrain and Oman, the United States immediately removes tariffs of all
the current agricultural exports of Bahrain and Oman; in return, Bahrain
and Oman immediately liberalize 98 and 87 percent of their agricultural
tariff lines, respectively, and both sides phase out their remaining agricul-
tural tariffs over the years.

Textiles and Apparel

The agreements allow for immediate duty-free trade in textiles and ap-
parel for products meeting the agreement’s rule of origin for Moroccan
and Bahraini exports. In the case of Oman, tariffs are reciprocally removed
by the United States and Oman, with the majority removed immediately
or over five years. The rules of origin for textiles in these agreements are
far more restrictive than those under the US-Jordan agreement. They re-
quire qualifying apparel to contain either US or partner yarn and fabric, al-
though they provide temporary allowances for apparel containing third-
country content. 

When the US-Morocco agreement was concluded, the USTR trumpeted
the restrictive nature of these rules. In its summary issued in March 2004
the Office of the USTR proclaimed: “The free trade agreement returns to
the industry-supported ‘yarn forward’ [sic] in a Middle-Eastern Trade
Agreement” (USTR 2004). It underscored that these provisions differed
from the agreements with Israel and Jordan that allowed for the use of
unlimited third-country yarn and fabric in apparel eligible for duty-free
treatment. It also stressed that “unlike NAFTA the TPL in the Morocco
agreement is temporary.” It noted as well that the special textile safeguard
contained in the agreement allows longer periods of relief than the textile
safeguards in any other US FTA. The agreements with Bahrain and Oman
contain similar textiles provisions to that with Morocco.

Rules of Origin 

While there are exceptions, particularly for textiles, the rules of origin
generally require that a good be “a new or different article of commerce”
and that the value of materials produced in one or both of the countries
plus the direct costs of processing operations performed in one or both of
the parties be not less than 35 percent of value of the good. All three agree-
ments use exactly the same language (US-Morocco agreement, Article 5.1;
US- Bahrain, Article 4.1; and US-Oman, Article 4.1). When it comes to the
possibilities of cumulation with other trading partners, there are interest-
ing differences. The agreements with Morocco and Bahrain use identical
language that contains only a commitment for “a discussion on the issue

70 US-MIDDLE EAST TRADE AGREEMENT
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at some future date.” Article 4.13 of the Bahrain agreement states, “At a
time to be determined by the parties, and in the light of their desire to pro-
mote regional integration, the parties shall enter into discussions with a
view to deciding the extent to which materials that are products of the
countries in the region may be counted for purposes of satisfying the ori-
gin requirement under this agreement as a step toward achieving regional
integration.” By contrast, the US-Oman agreement actually contains a
commitment to develop a regional cumulation regime within six months
of that agreement going into effect.16 Thus, the US-Oman agreement is at
least an indication that one of the key steps toward regional integration is
being contemplated. 

Services

In all three agreements, there are broad commitments to open services
markets. A “negative list” list approach is used. This implies that sectors
are liberalized unless specifically excluded. The agreements all provide
benefits for businesses wishing to supply cross-border services (for exam-
ple, by electronic means) as well as businesses wishing to establish a pres-
ence locally. Key services covered include audiovisual, express delivery,
computer and related services, distribution, healthcare, construction, and
engineering. 

Whereas Article 24 of the GATT allows parties concluding an FTA in
goods to violate the most favored nation (MFN) provision, the GATS re-
quires members to extend all other members with MFN treatment unless
exceptions are taken in their schedules.17 Indeed, Article V:7 of the GATS,
which covers integration, makes clear that other members of the WTO
shall be automatically entitled to treatment granted under an agreement
liberalizing trade in services. 

The agreements contain separate articles for financial services, telecom-
munications, and e-commerce. The Oman agreement removes require-
ments that US companies hire Omanis for managerial and professional
positions (USTR 2006). There are specific market-opening measures for fi-
nancial services such as banks, insurance, and securities, as well as provi-
sions for open and competitive telecommunications markets. 
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16. The wording in the US-Oman agreement, Article 4.13, reads, “In light of their desire to
promote regional integration the parties shall develop to the extent practicable, within six
months of the date of entry into force of this Agreement a regional cumulation regime cov-
ering the United States and Middle Eastern countries that have free trade agreements with
the United States.”

17. GATS Article II:2 states that a member may maintain a measure inconsistent with para-
graph 1 (MFN) provided that such a measure is listed in, and meets, the conditions of, the
Annex on Article II Exemptions.
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Foreign Investment

All three agreements establish, in almost all circumstances, the right to es-
tablish, acquire, and operate investments on an equal footing with local
investors and investors from other countries. Performance requirements
such as requiring exports, the use of domestic content, earning foreign ex-
change, and transferring technology as a condition for establishment are
not allowed. The agreements permit expropriation only for a public pur-
pose, only in a nondiscriminatory manner, and only with prompt, ade-
quate, and effective compensation.18 These rights are to be reinforced by
transparent and impartial procedures for investor-state dispute settlement. 

Government Procurement 

The agreements all contain similar disciplines regarding most govern-
ment purchases. These require national treatment and nondiscriminatory
treatment for foreign firms with respect to purchases in excess of certain
monetary thresholds by listed government agencies.19 In addition, there
are strong and transparent disciplines on procurement procedures, such
as requirements for advance public notice of purchases, a timely and ef-
fective bid review process, and rules for evaluating suppliers. There are
anticorruption requirements for declaring suppliers guilty of fraud or il-
legal action ineligible (for example, US-Morocco, Article 9.11). 

Customs Administration

All of the agreements require parties to publish customs laws and regula-
tions on the Internet, and establish points of inquiries on these matters.20

Goods should be released “to the extent possible” within 48 hours of ar-
rival. There should be procedures to allow goods to be released prior to
the final determination of customs duties, and parties should maintain
risk management systems that concentrate inspections on high-risk goods
and provisions of express shipments. There are also provisions for coop-
eration between customs officials.

72 US-MIDDLE EAST TRADE AGREEMENT

18. For example, US-Morocco, Article 10.6.

19. In the case of Morocco, the thresholds are $175,000 for goods and services and $6.7 mil-
lion for construction projects (US-Morocco, Annex 9, A-1). This is adjusted over time ac-
cording to a formula stipulated in the agreement.

20. US-Oman, Article 5; US-Bahrain, Article 5.
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Standards 

The agreements all include very similar provisions that basically contain
commitments to use the WTO agreements on technical barriers to trade
(TBT) and sanitary and phytosanitary standards (SPS). There is also en-
couragement for mutual recognition of conformity assessment proce-
dures,21 and commitments for “facilitating bilateral initiatives regarding
standards, technical regulations and conformity assessment procedures.”22

Transparency23

The agreements also contain general disciplines that require regulatory
transparency, including prompt publication of laws, regulations, and ad-
ministrative rulings of general application respecting any matter covered
by the agreements.24 The disciplines require parties to notify each other 
of measures that could affect their interests under the agreements. They
also require that opportunities be provided to “persons of the other party”
to present facts and arguments in support of their positions prior to any
final administrative action. There is also a requirement to provide judicial,
quasi-judicial, or administrative tribunals to review and correct adminis-
trative actions regarding matters covered by the agreement. There are also
provisions for anticorruption measures, including making it a criminal of-
fense “in matters affecting international trade or investment” for officials
to solicit or accept articles or benefits with monetary value to perform pub-
lic functions. It is also illegal to offer bribes, and the parties are required 
to adopt measures to protect persons “who in good faith report acts of
bribery.”25 There are also cross-cutting disciplines on regulatory trans-
parency and procedures in the services agreements. For example, the
agreements state that “Parties should endeavor to ensure as appropriate
that measures are based on objective and transparent criteria, not more
burdensome that necessary.”

Intellectual Property

The agreements have extensive provisions for the protection of intellec-
tual property. The chapter that covers intellectual property runs to 37
pages in US-Morocco (Chapter 15), 24 in US-Bahrain (Chapter 14), and 25
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21. US-Bahrain, Article 7.5.

22. US-Bahrain, Article 7:4, Trade Facilitation. 

23. US-Bahrain, Article 17. 

24. US-Bahrain, Article 17.1.

25. US-Bahrain, Chapter 17; US Morocco, Chapter 18.
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pages in US-Oman (Chapter 15). The agreements require protection for
trademarks, copyrights, and patents, as well as strict enforcement of these
provisions, including criminalizing end-user piracy and providing for
both statutory and actual damages under law. Many of the provisions go
further than the WTO obligations as reflected in the Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPS). With respect to
patents, for example, the TRIPS agreement (Article 27, 3(b)) allows mem-
bers to provide for the protection of plant varieties “either [italics added]
by patents or by an effective sui generis system or by any combination
therefore.” These agreements insist on patent protection: “Each party
shall make patents available for plant invention” (US-Morocco, Article
14.8, 2). Under TRIPS, patent protection has to be granted for 20 years
after the date of filing (Article 33), whereas under these agreements pro-
tection can be extended: “Each party, at the request of the patent holder
shall adjust the patent to compensate for unreasonable delays that occur
in granting the patent” (US-Morocco 14.8, 6(a)). TRIPS has weak provi-
sions for the protection of test data. These agreements protect test data
and trade secrets submitted to a government for the purpose of product
approval for a period of five years for pharmaceuticals and 10 years for
agricultural chemicals. Under TRIPS, copyrights must grant a minimum
protection of 50 years to performers and producers of phonograms
(TRIPS, Article 14.5). In these agreements, the term shall be not less than
70 years (US-Morocco, Article 14.3, 4 (b)). 

Labor and the Environment

The agreements do not require adherence to specific environmental and
labor standards.26 Instead, the countries commit in general terms to pro-
mote workers’ rights and protect the environment, and the agreement em-
phasizes the enforcement of domestic environmental and labor laws and
not weakening environmental laws or reducing domestic labor protec-
tions in order to encourage trade or investment.27

Moreover, when it comes to enforcement, the agreements stress that
“the parties retain the right to make decisions regarding the allocation of
resources to enforcement with respect to labor (or environmental) matters
determined to have higher priorities.”28 To be sure, these obligations are
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26. The Moroccan agreement, for example, states that the parties “shall strive to ensure” that
its labor laws are enforced and consistent with the right of association, the right to organize
and bargain collectively, the prohibition on forced labor, a minimum age of employment,
and acceptable work conditions.

27. The agreements state, for example, “A Party shall not fail to effectively enforce its labor
laws, through a sustained or recurring course of action or inaction, in a manner affecting
trade between the parties.”

28. US-Morocco Chapter 16, Article 16.2 1 (b). 
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backed by the agreements’ dispute settlement procedures and cases can
be brought where enforcement failures affect trade. However, if one party
is found guilty of such infractions, and fails to come into compliance, the
other side may not be entitled to retaliate using trade protection. If either
country is found by a panel to be in violation of its enforcement obliga-
tions, it can be subject to a monetary assessment. Moreover, such an as-
sessment cannot exceed $15 million and the funds are not necessarily paid
to other party but may instead be used to help improve compliance.

What is striking about these agreements is that in many respects they
require changes that will not simply affect the Middle Eastern countries’
trade and investment relationship with the United States, but rather bring
about policy changes that could affect relationships with other trading
partners. Some of the changes will apply to all trading partners, others
will apply to trading partners that are signatories of other trade agree-
ments. There are many examples of both of these types of policies in the
agreements. For example, the articles on customs administration, trans-
parency, standards, intellectual property, labor, and the environment will
bring about changes in rules and procedures for all participants in both
economies, including those from other nations. If Morocco responds to
the agreement with speedier publication of its customs regulations, all
who are interested in these will benefit. Similarly, the benefits from the
implementation of procedures for judicial review, enforcement of intellec-
tual property protection, and sanitary and phytosanitary standards based
on science will not be confined to US and Moroccan exporters. To be sure,
many of these could be undertaken unilaterally, but in the framework of
the agreement, to the degree that there are effective dispute settlement
procedures, there is a better chance that these measures will actually be
implemented. There could also be benefits from the fact that several coun-
tries have all signed very similar agreements. This should enable them to
extend similar benefits to one another relatively easily. 

Egypt: The Exception

The United States has ongoing negotiations with the United Arab Emi-
rates, but Egypt represents a conspicuous omission from the list of coun-
tries with which the United States has an FTA. In 1999, the United States
and Egypt signed a trade and investment framework agreement that es-
tablished a TIFA Council to facilitate the discussion of bilateral trade and
investment issues. The council met in October 2002 and established work-
ing groups to review technical issues relating to agricultural trade, cus-
toms administration, and government procurement. The two countries ap-
peared to be close to launching FTA negotiations in June 2003, only to have
a falling out when Egypt withdrew its support for a WTO case launched
by the United States against the European Union over genetically modi-
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fied organisms. This was an example of a petulance the Bush administra-
tion has demonstrated in other instances, indicating a willingness to use
trade negotiations to advance other interests. In 2003, for example, the
Bush administration delayed the signing of the US-Chile FTA because
Chile had failed to support the US policy on Iraq at the United Nations.
Similarly, the United States has refused to sign an FTA with New Zealand
because it has refused to allow nuclear-powered vessels into its territorial
waters.

The falling out with Egypt was in part justified by the United States on
the grounds that Egypt’s reform process had stagnated. But in 2004 Presi-
dent Hosni Mubarak appointed a new cabinet that dramatically increased
the pace of reforms. In particular, in the trade area, tariffs were cut and the
number of tariff bands drastically reduced. In addition, there were major
initiatives in tax reform, customs regulation, industrial policy, and the tax
system. In response, the two countries again were on the verge of initiat-
ing negotiations when in early 2006 the United States again suspended
plans to launch formal talks because of the imprisonment of a leading
Egyptian dissident, Ayoun Nour, who had been a candidate for president
in elections in the fall of 2005. Also mentioned was the detention of hun-
dreds of Sudanese refugees, some of whom were killed in a Cairo Park.
This delay could make it extremely difficult to conclude talks prior to the
expiration of President Bush’s trade promotion authority in June 2007. 

Conclusions

While some of the building blocks for a MEFTA are in place, much more
work clearly remains to be done if it is ever to become a reality. The sig-
nificant differences between the existing agreements imply that for a sin-
gle overarching MEFTA to be implemented, either several of those agree-
ments will have to be radically changed or the MEFTA would have to
have a variable geometry in which not all members would have the same
rules. For a single MEFTA agreement acceptable to the United States, the
outdated agreement with Israel would have to be made much deeper, as
would the US-Jordan agreement and any agreement with a new Palestin-
ian state. Nonetheless, the agreements that have been signed since US-
Jordan demonstrate that at least a subset of Arab countries are ready and
willing to engage in deeper international economic integration, and it
should be possible for them to extend to each other at least the same mar-
ket access opportunities that they are prepared to extend to the United
States. In addition, many of the provisions of the agreement should help
them transform their domestic institutions and policies in a manner that
should improve the regulatory weaknesses evidenced in the previous
chapter. 
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In the US-Oman agreement, there has been acknowledgement of the
need for a single set of rules of origin that can allow for diagonal cumu-
lation among MEFTA nations. Unless this is done, there is the risk of con-
structing a hub-and-spoke arrangement that limits the MEFTA’s ability to
encourage regional integration. But the issue of which rules will be used
remains to be decided.

Finally, it could prove counterproductive if the MEFTA is used as a bar-
gaining chip to gain short-term political leverage. Ironically, the best way
to achieve long-run political goals would be to emphasize rational eco-
nomic considerations.
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