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Introduction 
The Southern Mediterranean countries are currently engaged in trade liberalisation within a 

number of different spheres: This includes Association Agreements with the EU, trade 

liberalisation under the auspices of the WTO, as well as regionally focussed trade 

liberalisation  - either bilateral or multi-country. There is a growing empirical literature on the 

impact of these various agreements, and in particular on the impact and role of the 

Association Agreements, on the Southern Mediterranean countries (SMCs)1. 

An issue which is occasionally alluded to in such studies, but rarely if ever actually addressed, 

concerns the role of “rules of origin” in such regional trading arrangements. Rules of origin 

are likely to impact on both the level and composition of trade within a regional trading area 

(RTA), as well as between the RTA and third countries. In the context of the EU’s 

relationship with its Mediterranean partners rules of origin (ROOs) are increasingly seen as 

playing an important role. Indeed at the Toledo ministerial meeting in March 2002, it was 

agreed that in principle the Mediterranean partners should adopt what is known as the “pan-

European system of cumulation of rules of origin”. 

The purpose of this paper is to focus on the issue of rules of origin, and on the “cumulation” 

of such rules within the EU-SMC context. It does so through first detailing rules of origin, 

secondly, by providing a conceptual discussion of the impact of (cumulation of) rules of 

origin, and thirdly by providing an empirical evaluation of their impact. Before all this 

however, we first focus on some key stylised facts. 

 

1) The Southern Mediterranean Countries – 4 stylised facts: 

1) Similar and highly specialised production structures: In Table 1 we list the share of value 

added by ISIC industry for selected SMCs. From the table it can be seen that there are strong 

similarities across many of the countries. The largest economy in terms of the size of the 

manufacturing sector is Turkey, followed by Israel and Egypt who are of very comparable 

size. The smallest economies are Cyprus, Jordan and Malta. Within each country the 

importance of each sector can be seen by looking at the share of value added. For each 

country the three largest sectors are given in bold italics. 

                                                           
1 For the purposes of this paper the SMCs will be taken to mean the countries involved in the Barcelona process 
with the EU: Algeria, Cyprus, Egypt, Israel, Jordan, Lebanon, Malta, Morocco, Palestinian Authority, Syria, 
Tunisia, Turkey. 
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Table 1: Share of Value Added by Country & Sector 

ISIC Description Share in Value Added  
  Cyprus Egypt Israel Jordan Malta Maroc Tunis Turk 

  1996 1995 1995 1995 1994 1995 1995 1996 
311:314 Food, beverages & tobacco 0.32 0.25 0.12 0.30 0.19 0.35 0.19 0.13 
321:324 Textiles, clothing, leather & 

f
0.15 0.11 0.09 0.07 0.17 0.18 0.26 0.17 

331:342 Wood, furniture, paper & printing 0.17 0.03 0.10 0.10 0.15 0.06 0.07 0.04 
351:356 Chemicals, petrol, rubber & plastic 0.10 0.35 0.17 0.23 0.10 0.17 0.26 0.27 
361:369 Pottery, glass & other non-met. 

i
0.11 0.08 0.04 0.16 0.04 0.09 0.09 0.07 

371:381 Iron & steel, non ferr met,  metals 0.07 0.10 0.13 0.09 0.04 0.06 0.05 0.12 
382 Machinery, except electrical 0.03 0.02 0.03 0.02 0.02 0.01 0.00 0.05 
383 Machinery, electric 0.01 0.03 0.23 0.02 0.16 0.03 0.04 0.06 
384 Transport equipment 0.01 0.02 0.06 0.01 0.02 0.03 0.02 0.07 
385:390 Prof., scientific & other n.e.s. 0.02 0.00 0.03 0.01 0.10 0.00 0.01 0.01 

 Total manufacturing  ($ billion) 996.82 13337.96 13323.75 989.47 556.85 5117.1
0

4780.4
7

45042 
Source: Unido database. 

For all but Israel Food, Beverages and Tobacco is one of the three most important sectors; 

similarly both Textiles, Clothing…, and Chemicals, Rubber… are one of the three most 

important sectors for most countries. In contrast for only Israel & Malta does machinery 

figure as an important sector, and for only Israel does Iron and Steel  appear.  

2) Regarding patterns of trade and openness: Table 2 gives the shares in apparent 

consumption in manufacturing for selected SMC economies. Looking down the first column 

(Cyprus + Malta) of total consumption 40.5% derives from domestically produced goods, 

22% from imports from the EUMed countries, and 16% from the rest of the EU. 

 Table 2: Shares in total apparent consumption - 1995 

 Cyprus + 
Malta 

Egypt Israel Jordon + 
Syria 

Maroc Tunisia Turkey EU Med EU 

Cyprus+Malta 40.550 0.038 0.035 0.043 0.026 0.083 0.025 0.036 0.012 
Egypt 0.092 67.006 0.022 0.331 0.149 0.118 0.129 0.027 0.010 
Israel 0.518 0.054 69.807 0.002 0.034 0.002 0.134 0.071 0.102 
Jordon + Syria 0.355 0.035 0.002 79.191 0.167 0.227 0.153 0.043 0.017 
Morocco 0.033 0.009 0.001 0.051 65.050 0.269 0.045 0.055 0.013 
Tunisia 0.039 0.041 0.000 0.107 0.161 64.050 0.033 0.086 0.021 
Turkey 0.448 0.449 0.245 1.409 0.346 0.486 75.039 0.106 0.146 
EU Med 22.112 5.024 4.359 4.179 13.904 17.068 4.658 59.908 8.329 
EU 16.425 7.940 11.995 5.598 7.612 9.685 8.053 31.787 59.513 
RDM 19.429 19.403 13.534 9.088 12.550 8.013 11.732 7.882 31.836 
Total 100 100 100 100 100 100 100 100 100 
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Several interesting features emerge from this table. The first is that except for Cyprus and 

Malta each of the SMC economies have a very high share in apparent consumption of 

manufactured goods produced domestically. The domestic share in apparent consumption 

ranges from 40% for Cyprus + Malta to 79% for Jordan + Syria. Looking at the source of 

imports it is clear that the SMC economies import very little from each other and that for all 

but one, Egypt, the primary source of manufacturing imports is the EU; though for each of the 

economies the ROW remains an import source of imports. For three of the SMC economies 

(Cyprus+Malta, Morocco, and Tunisia) it is the EUmed countries which are the primary 

source of imports. 

In summary the SMC economies tend to sell most of their production domestically, they 

export very little to each other, and for all but one of the economies (Israel) the principal 

source of their exports are all the EU countries, with the EuMed countries being the principal 

export market for five of the seven SMC country groupings.  

3) Many of the SMCs are high tariff economies:  Table 3 gives the MFN unweighted 

average tariff rates for selected SMC economies, as well as for the EU, Japan and the US. 

What is immediately striking is both the disparities in tariffs across countries, and related to 

this the very high levels of tariffs in certain of the countries. Hence, there is a group of SMC 

economies whose tariff rates are very high – Egypt, Jordan, Morocco, and Tunisia – and by 

and large this is true across all industries. The remaining economies have substantially lower 

tariffs, and again this is largely true across all industries though with one or two exceptions. 

The sectors with the highest tariffs tend to be ISIC 311:314 (food, beverages & tobacco), and 

ISIC 321:324 (textiles, clothing, leather and footwear).  

Table 3:  Tariffs by Industry and Country 

 Malta  Egypt  Israel  Jordan Maroc Tunisia  Turkey  EU  USA  Japan  
ISIC 2000 1995 1993 2000 1995 1995 1995 1995 1995 1995 

311:314 3.8 30.7 5.5 25.8 47.5 36.4 17.3 7.2 2.6 8.9 
321:324 9.2 54.4 18.3 26.7 30.1 37.4 11.5 9 10.3 8.9 
331:342 5.5 33.9 8.7 23.2 26.7 35.4 7.6 4.5 2 2.2 
351:356 7.4 16.7 3.3 17.5 12.2 21.4 7.4 5.5 3.6 3.1 
361:369 8.3 36.7 6.7 27.5 22.4 32.1 7.3 3.8 4.9 1.6 
371:381 7.7 24.2 4.6 19.3 15.3 26.1 8.6 3.3 4.1 2.4 

382 6.0 13.4 4.2 8.1 17.1 24.5 5.2 2.7 2.8 0 
383 8.5 32.4 6.3 23.3 16.7 30.3 7.8 4.3 4 0.3 
384 8.1 24.8 3.5 12.5 19.7 26.2 6.9 4.5 4.3 0 

385:390 7.5 30.6 8 24.2 22.8 29.7 8.3 4 4 1.8 
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4) The process of trade liberalisation is highly asymmetric: Table 4 provides a summary of 

the process of trade liberalisation for some of the SMC economies. It is clear that there are 

indeed a number of attempts at regional, bilateral and multilateral trade liberalisation, but 

equally it is clear that a number of these agreements while signed, are not yet implemented. 

For example with respect to the EU-SMC Association Agreements, the only two currently 

implemented are those with Morocco and Tunisia, those with Egypt, Jordan, Algeria and 

Lebanon are not yet implemented, and negotiations are still continuing with Syria.  

It is also important to note that the SMCs already experience largely tariff free access to the 

EU market under the EU’s Generalised System of Preferences. The principal feature of the 

respective Agreements is thus that the SMCs will lower their tariff (and non-tariff) barriers on 

imports from the EU. The agreements also involve provisions for aid to SMC economies, as 

well as provisions for improving SMC’s access to EU markets in particular for certain 

agricultural commodities, and through the harmonisation of standards and regulations 

(“deeper” integration). The implementation of these agreements is one of a phased reduction 

in tariff barriers which largely follow the following pattern. (i) an immediate elimination of 

tariffs on intermediate goods; (ii) a progressive elimination of tariffs over five years for 

products not produced locally; (iii) an even more progressive elimination of tariffs over 10-12 

years, but only commencing 3-4 years after the implementation of the agreement, for all other 

industrial products. 

Not only is there a wide variation in the degree of take-up of the various Association 

Agreements between the EU and the Mediterranean countries, the agreements themselves do 

not constitute a unified system of rules of origin, nor therefore a unified system of cumulation. 

The Maghreb countries (Algeria, Morocco and Tunisia) operate under a system whereby total 

cumulation with the EU is in principle possible, for the Mashrek countries (Egypt, Jordan, the 

Palestinian Authority, Syria and Israel) the Agreements allow for bilateral cumulation. 

However as these agreements have not been implemented there is currently no such 

cumulation. As Turkey has formed a customs union with the EU no rules of origin should 

normally apply2. Nevertheless there is a special protocol of preferential rules of origin with 

respect to coal and steel. For Malta and Cyprus, the prospective future customs union should 

also mean the absence of a need for rules of origin. 
                                                           
2  Rules of Origin between Turkey and the EU do still apply in agriculture 
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Table 4:  SMC Trade Liberalisation 
 Cyprus Malta Egypt Israel Jordan Syria Morocco Tunisia Turkey EU ROW 
Cyprus 
 

 CU –1998        AA   
CU - 1998 

UR –1996 
CET 

Malta 
 

         CU - 1998 CET 

Egypt 
 

    AL – 1998 
 
FTA signed 
1996,  not 
implemented 

AL - 1998 AL – 1998 
 
FTA - 1999 

AL – 1998 
 
FTA - 1999 

FTA under 
negotiation 

AA: signed 
2001 - not  
implemented 

UR 

Israel 
 

        FTA - 1997 FTA – 2000 
(1989) 

UR 

Jordan 
 

     AL - 1998 AL – 1998 
FTA - 1999 

AL – 1998 
FTA signed 
1998, not 
implemented 

 AA: may 2002 UR 

Syria 
 

         Under 
negotiation 

 

Maroc 
 

       AL - 1998 
 
AMU – not 
implemented 

FTA under 
negotiation 

AA - 2000 UR 

Tunisia 
 

        FTA under 
negotiation 

AA - 1996 UR 

Turkey 
 

         CU – 1996 CET 

EU 
 

          UR 

ROW 
 

          UR - 1996 

 

Notes: 
AL =  Arab League, in force from 1998; envisages reductions in industrial 

tariffs over a 10 year period. Includes Morocco, Tunisia, Egypt, Jordan, 
Libya, Syria, Iraq, Saudi Arabia, United Arab Emirates, Qatar, Bahrein, 
Omar, Kuwait, Libya. 

AMU =  Arab-Maghreb Union – signed 1989, envisages free trade between Algeria, 
Lybia, Mauritania, Morocco & Tunisia. Not implemented 

UR =  Uruguay Round 
CET  =  EU common external tariff 
AA  =  Association Agreement 
FTA  =  free trade area 
CU  =  Customs Union 
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2) Rules of Origin and their cumulation: 
Within any preferential trade agreement the determination of the origin of a given good is 

essential in order to know whether the good can benefit from a reduction in customs duties or 

from an exemption from customs duties. Preferential origin rules exist in order to prevent 

imports from third countries from taking advantage of the concessions which have been made 

by the parties to the preferential agreement (ie trade deflection). Hence, for all preferential 

trading arrangements there is a need first to determine the origin of each good imported into a 

given country; and secondly on the basis of that origin to levy the appropriate tariff.  

Where a product contains no materials or processing from outside the preferential area than 

there should be no difficulty in conferring originating status. Hence a good is determined as 

originating from a given country if it has been entirely produced within that country. Where a 

product does contain material or processing from third countries which are not party to the 

preferential agreement it is necessary to set limits within which such inputs are allowed. A 

good is deemed as originating from a given country either if ‘sufficient working or 

processing’ of that good has taken place within that country, where sufficient ‘working or 

processing’ is in turn usually determined by one of three rules: 
⇒ The change in tariff classification rule: This is usually the principal rule which is applied 

in the EU preferential agreements in order to determine whether there has been sufficient 

‘working or processing’.  

⇒ The value-added criterion: here the value of intermediate imports in the final product 

should not exceed a certain percentage (in EU agreements usually 40 %) of the value of 

the product.  

⇒ Rules concerning specific production processes: For certain products, and most notably 

textiles, the rules of origin specify certain production processes which must have been 

used in order to qualify for preferential treatment.  

 

Suppose there are a number of countries, A, B, C… and the Rest of the World (ROW). 

Suppose initially countries A and B sign a free trade agreement (FTA), which allows for tariff 

free trade between themselves, and allows each of A and B to retain control over their tariffs 

with respect to C and ROW. If A’s tariffs were lower than B’s there would then be an 

incentive for C and ROW to export to B via A. This is commonly known as trade deflection. 

The rules of origin in the agreement between A and B are designed to prevent such trade 
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deflection. The exporters in A and B need to prove intra-FTA originating status in order to 

obtain tariff free access to each other’s market. Now suppose that A and C sign a similar FTA 

as do countries B and - a good originating in B would have tariff free access to country A, as 

would a good originating in country C. However, a good produced in B, using intermediates 

from C which do not meet the rules granting originating status for B’s exporters (according to 

the rules applied between A & B), would then be subject to tariffs on exports to A. Hence, a 

good directly exported from C to A would be granted preferential access, but a good exported 

from B using intermediates from C in this case would not be granted preferential access.  

 

A sensible means of overcoming this is to allow for cumulation of the use of materials or 

processes across countries with parallel or overlapping preferential agreements. Cumulation 

therefore exists in order to encourage the use of materials and processing within the 

preferential area(s) while maintaining a common standard for treating third country non-

preferential inputs. In principle there are three types of cumulation identified in the literature. 

These are bilateral cumulation (between any pair of countries), diagonal cumulation (between 

three or more countries which have interlinked trading agreements), and full cumulation 

(again between three or more countries, but involving more flexibility than with diagonal 

cumulation). 

 

Diagonal cumulation is the system established in the agreements between the EU, EFTA 

countries, and the countries of Central and Eastern Europe, Turkey, Cyprus and Malta. This 

system is known as the Pan-European system. In the pan-European system the participating 

countries bilaterally agree, in all the FTAs concluded among each other, that materials 

originating in one country shall be considered as materials originating in all the other 

countries. In terms of the example given earlier diagonal cumulation would mean that country 

B could use intermediate imports deemed as originating in C in final goods production, and 

then export the good to country A on a preferential basis; and analogously for countries A 

using intermediate imports from B and C, and for country C using intermediate imports from 

A and B. 
 

Implementation of the pan-European system involves a change in the rules of origin for the 

participating Mediterranean countries.  It is important to note that the implementation of a 

system of diagonal cumulation requires certain conditions being fulfilled : 
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⇒ all participating countries must employ identical rules of origin and conclude FTAs 

among each other. Hence for the Southern Mediterranean countries the same rules of 

origin, and rules on cumulation need to be in place between these countries and the EU 

(as, for example, specified in the Association Agreements), as between the participating 

SMC countries themselves. 

⇒ The Mediterranean countries would need to ensure that they adopt the same administrative 

procedures as the EU, in order to ensure the symmetric application and enforcement of the 

rules of origin. 

⇒ Finally a no-drawback provision has to be applied. This rule forbids the import by partner 

countries of inputs from a non-partner country under preferential terms, where those 

inputs are used in the production of good which is then exported to the integrated area.  

 

 
3. The impact of Rules of Origin 
The preceding discussion has indicated that the impact of rules of origin, and thus of the 

cumulation of rules of origin is potentially quite complex. The purpose of this section is to 

summarise the key insights derived from the theoretical literature (eg. Krishna & Krueger 

(1995), Lanassa (1995), Falvey & Reed (2000) Gasiorek (2002)).  In any preferential trading 

arrangement rules of origin are needed in order to prevent trade deflection (ie imports entering 

the members of the FTA through another lower tariff country). Rules of origin can, however, 

impact further on patterns of trade and production of intermediate goods, and finished goods 

incorporating intermediate goods produced elesewhere - and it principally this impact which 

we wish to consider here. 

Suppose we have four countries, A, B, C and the Rest of the World (ROW). Assume initially 

that countries A & B sign an FTA (with rules of origin), and that A & C sign an FTA (with 

identical rules of origin). Constraining rules of origin (CROs) effectively establish  barriers to 

trade between countries B & C, because tariffs between A and goods from each of B and C 

using inputs from the other amount to a tax on trade in inputs between B and C. Suppose, 

therefore that there are constraining rules of origin: 

 

⇒ If final goods producers do not change their sources of supply, then they will continue to 

pay tariffs on exports to their partner country(ies), hence reducing the extent of the tariff 

reduction implied by the FTA. 
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⇒ In the presence of CROs, if final goods producers react by changing their sources of 

intermediate supply the results will be trade suppression and/or trade diversion, which is 

welfare reducing.  

 

Hence final goods producers need to weigh up the difference between the cost of imported 

inputs and the possible costs of access to partner country markets. 

  

If rules of origin are then “cumulated” for example, between countries B and C following an 

FTA between these countries, then there are several possible effects which can be identified  

 

⇒ Trade creation (which could be either internal ie between countries A,B,C or external 

ie with respect to the Rest of the World) 

⇒ Trade reorientation (which again could be either internal ie between countries A,B,C 

or external ie with respect to the Rest of the World) 

⇒ Trade expansion (arising from the decrease in the costs of imports) 

⇒ Trade diversion with respect to the Rest of the World 

 

The likelihood of trade diversion depends on the extent to which intra FTA and ROW 

supplies of intermediate goods are close substitutes. The cost of the substitution will go up 

however if they are more expensive within the region. As with traditional customs union 

phenomena we have income as well as substitution effects and if the effects of the FTA are to 

promote growth in the region the rest of the world will benefit from trade expansion 

especially where its’ goods are complements to those produced within the region. The first 

three of the above effects are welfare increasing, whereas the last may be welfare reducing. 

 

Note also, in the presence of constraining rules of origin (CROs), hence without diagonal 

cumulation, an FTA between countries B and C might have very little impact on intermediate 

goods trade flows, in particular when A is the principal export market for B and C. With 

respect to final goods, the FTA between countries B and C clearly allows for more trade. With 

respect to intermediates the FTA also allows in principle for more trade. However, suppose 

those intermediates are used in producing final goods which are then exported to country A 

such that tariffs are paid on those exports. In order to avoid those tariffs B and C may choose 

to source those intermediates domestically or from A. In the extreme, the CRO would mean 
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that with respect to intermediate imports despite the change in tariffs between B and C there is 

no change in trade. The impact of the FTA on intermediates trade is simply then the change in 

tariff revenue arising from the fact that now no tariffs are paid on trade between B and C. 

Diagonal cumulation between A, B, C thus allows for much freer trade between these 

countries, even in the presence of bilateral FTAs between each pairing. 

 

ROOs principally come in three forms: (a) change of tariff classification rule; (b) minimum 

proportion of value added or factory price rule; (c) specific production processes rule. It is 

extremely difficult to rank these different criteria by their degree of restrictiveness.  

 

• Clearly it is possible to identify that a single change of tariff classification rule, in 

comparison to a double change in tariff classification or a single stage in the 

transformation processing in comparison to a double stages (as is often used in the 

textiles industry) is less restrictive. 

• Equally, it might be reasonable to conclude that where intermediate imports are 

allowed up to a maximum of 40% of the value of the product, that this is less 

restrictive than a rule which specifies a maximum of 30%. 

• However, it is much less clear whether a 40% value of the product rule is more 

restrictive than a change in tariff classification rule, or more restrictive than a specific 

production process rule. Clearly if the ROO specify a particular production process 

which is used by country B and not by country C, than this would preclude exports of 

that intermediate from C to B. In this example the ROO would be highly constraining. 

However, without the underlying knowledge of which countries have the required 

production process one cannot, a priori, gauge the degree of restrictiveness of the 

ROO. 

• Even when comparing the 40% value of the product rule with a 30% value of the 

product rule one has to be careful to make comparisons across industries. Within a 

given industry a 40% rule is less restrictive than a 30% rule. Across industries this is 

not necessarily the case. Suppose the industry with the 40% rule has a very high share 

of intermediates relative to value added in production. In that case the 40% rule could 

be very constraining. In contrast the suppose the industry with the 30% rule was an 

industry where intermediates only comprised 30% of value added. The rule might 

therefore not be at all constraining. 
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Given the above, there are a number of criteria which one can identify as to under what 

circumstances is it more likely that ROO will be constraining, where cumulation is only 

bilateral. These criteria thus also indicate those industries or circumstances where one could 

possibly anticipate the largest impact arising from cumulation of the rules of origin: 

 

• The more restrictive the ROO in terms of either of the three rules identified above 

• The higher the intermediate share in production 

• The higher intermediate imports relative to final goods imports are in a given sector 

• The higher the tariffs which would be applied if the ROO requirements for tariff free 

access are not met 

• The lower the import tariffs between non-cumulating countries. 

• The bigger the cost difference between cumulating (be this bilaterally or diagonally) 

and non-cumulating countries. 

• The higher the export share in the final good production 

• The higher the share of exports of the final good destined for  free trade area 

• The greater the possibilities of sourcing substitute intermediates from within the free 

trade area 
 
 
 
4) Rules of Origin – an empirical evaluation 
While there is a small but identifiable theoretical literature on rules of origin, there is almost 

no empirical work attempting to quantify the impact of such rules. Nevertheless, as is clear 

from the discussion above it is undoubtedly the case that rules of origin, and the form of 

cumulation potentially play an extremely import role in the trade, production, investment and 

welfare impacts of preferential trading arrangements. Similarly any changes in the cumulation 

of rules of origin, such as the extension of the pan-European system of cumulation may have 

a substantial impact on trade between the EU and its various groups of partner countries - the 

Mediterranean countries, the Central and Eastern European Countries, the EFTA countries ; 

on trade between given country groupings – such as trade between the Mediterranean 

countries themselves ; and finally on trade the EU’s groups of partner countries – such as 

trade between the CEECs and the Mediterranean Countries.  
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The work undertaken here involves two stages. First, we report on the results of a gravity 

modelling exercise in which we provide evidence of the possible degree of restrictiveness of 

rules of origin. Secondly, we provide some illustrative results of the impact of cumulation of 

the rules of origin through the use of a computable general equilibrium model of trade.  

 

4.1  A gravity modelling exercise 

A standard gravity model describes bilateral aggregate trade flows between two countries, i 

and j, as a function of: the levels of GDP in countries i and j,  their respective populations, the 

distance from each other, other geographical factors such as adjacency, cultural similarities, 

and preferential trading links. Gravity models have been used widely in this context (see for 

example Frankel, 1997; Winters & Soloaga, 2000) and at least partial theoretical justification 

for such models can be found in the work of Bergstrand (1985), Helpman & Krugman (1985), 

and Deardorff (1997). Gravity models are usually supplemented with dummy variables in 

order to try and capture, other factors, and in particular institutional arrangements between 

countries which are typically expected to impact upon trade flows (eg. regional trading 

arrangements, or dummies to capture cultural affinities between countries such as a common 

language). 

Our  estimations are based on trade flows between 40 countries (all of the EU countries, the 

CEFTA countries, the Baltic States, the countries taking part in the Barcelona process, as well 

as the US, Canada, China, and Australia), and was carried out on the basis of both total trade, 

and manufacturing trade, and for the years 1995 and 1999.  

In our work we have amended the standard gravity model in order to evaluate the impact of 

rules of origin. Underlying this is that rules of origin may act as a constraint on trade between 

non-cumulating countries. In the context of the empirical model therefore, the lack of 

cumulation of rules of origin between for example Morocco and Poland, may result in less 

trade between Morocco and Poland. We therefore introduce a further dummy variable which 

is designed to capture this possible effect. When considering the role of diagonal cumulation 

here, one is necessarily considering the relationship between three countries or country 

groupings: the exporting country, the importing country, and those countries which are part of 

the system of diagonal cumulation (in this case the Pan-European system).  

Given this three-part relationship which underlies diagonal cumulation the ROOij dummy 

takes a value of 0, if the importing country has a preferential trading agreement with the EU, 
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with cumulated rules of origin with the exporting country, and a value of 1 otherwise. Note, 

however there are here two criteria which can be applied:  

(a) whether the importing country has a preferential trading agreement with the EU or not. 

Hence with regard to French exports to the US the dummy variable would take a value of 

1; but conversely with regard to US exports to France the dummy takes a value of zero.  If 

the US exported to Canada, or vica versa the variable would take a value of 1. 

(b) Whether with regard to both the importing and exporting country Pan-European diagonal 

cumulation is allowed for or not. Here the dummy takes a value of zero in all cases of 

bilateral trade between eg. France and the US, as the US is not part of the system of 

diagonal cumulation whereas France is. Note that the objective is to determine whether 

trade is lower in those cases where there is a PTA with the EU but there is no diagonal 

cumulation. Where neither country has a PTA nor is therefore part of the Pan-EU system 

neither criteria apply, as in trade between the US and Canada. Therefore in these case the 

dummy variable takes a value of zero 

If rules of origin “matter” we would thus expect a negative sign on the rules of origin dummy 

variable under each of the above criteria. In the empirical work reported below we have run 

estimations on each of the above, as well as our preferred estimation which involves a 

combination of the above criteria. Essentially where the trade flow is between a third country 

such as the US which has no trading agreement with the EU, and an EU country then the 

dummy variable takes a value of zero. This is justified on the grounds that a very high 

proportion of EU exports are intra-EU where de facto diagonal cumulation applies. Our 

preferred estimation is the one we give the full results for (that we called ‘Criteria C’ in the 

table 5b), and then we also indicate the results for the ROO dummy variable for the simple 

versions of (a) and (b) above. 

The extended version of the gravity model equation is thus, 

 

ijijijijij

jjiiij

ROOLanguageBorderPTADistLn
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Table 5a, presents the results from the gravity modelling estimation for each of the years 1995 

and 1999 for both total trade and total manufacturing trade. All the coefficients across the four 

estimations presented here are statistically significant except for population in the exporting 
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country for the year 1999, and the EU variable in 1999.  The coefficients on GDP and on 

distance have the expected sign and show that bilateral trade flow increase with GDP and 

decrease with distance. The variable on population is positive for 1995, and negative for 

1999, but as mentioned above the 1999 coefficient is not statistically significant. The 

variables on regional trading blocs (EU, CEFTA, and EFTA) are all positive for 1995, 

whereas for 1999 the variable on the EU is slightly negative though also not statistically 

significant. The negative variable on the EU, is consistent with results obtained by previous 

studies (such as Winters & Soloaga, 2000), though it does appear counter-intuitive. The 

percentage equivalent of these dummies can be found by taking [exp(dummy)-1]*100. 

Applying this to the results for CEFTA it can be seen that for 1995, trade between CEFTA 

members was between 130% to 220% higher than it would otherwise have been. 

 

Table 5a: Gravity Modelling regression results. 

 Total  Trade : 
1995 

Total Trade :  
1999 

Manufacturing 
Trade: 1995 

Manufacturing 
Trade: 1999 

Variables     

Constant 1.051*** -3.913*** 0.986** -4.141*** 

Ln(GDPi)  0.806*** 1.116*** 0.821*** 1.135*** 

Ln(Popi)  0.112*** -0.119*** 0.164*** -0.073** 

Ln(GDPj) 0.659*** 0.891*** 0.681*** 0.924*** 

Ln(Popj)  0.198*** -0.007 0.197*** -0.020 

Ln(Distij)  -0.914*** -0.955*** -1.002*** -1.034*** 

EUij 0.332*** -0.025 0.254** -0.108 

EFTAij 2.106** 1.872*** 1.905** 1.318* 

CEFTAij 1.018*** 0.805*** 1.033*** 0.831*** 

Borderij 0.584*** 0.302** 0.518*** 0.224 

Languagei

j 
0.252** 0.250** 0.231* 0.173* 

ROOij  -0.505*** -0.514*** -0.540*** -0.570*** 

*, **, and *** next to the coefficients denote statistical significance at the 10%, 5% and 1% 

levels respectively. 
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Most interestingly from the point of view of this paper is the negative and statistically 

significant variable on the rules of origin dummy in all the estimations. The size of the 

coefficient rises slightly between 1995 and 1999 for both total trade and manufactured trade. 

Applying the above formula to the ROO dummy this suggests that where there is no 

cumulation of rules of origin between countries trade is 39.7% lower than expected levels for 

total trade in 1995, and 40.2% lower in 1999. For manufacturing trade the respective 

percentages are, 41.7% and 43.5%.   

 

Table 5b below gives the results for the ROO dummy variable where we apply criteria (a) and 

(b) as described above, as well as the results from the preceding experiment. 

 

Table 5b: Comparing results across regressions 

 Total  Trade : 
1995 

Total Trade :  
1999 

Manufacturing 
Trade: 1995 

Manufacturing 
Trade: 1999 

Variables     

Criteria A     

ROOij -0.322*** -0.461 0.340*** -0.485 

Effect (%) -27.53% -36.93% -28.82% -38.43 

Criteria B     

ROOij -0.243*** -0.458*** -0.232*** -0.484*** 

Effect (%) -21.57% -36.75% -20.70% -38.37% 

Criteria C     

ROOij -0.505*** -0.514*** -0.540*** -0.570*** 

Effect (%) -39.7% -40.2% -41.7% -43.5% 

*, **, and *** next to the coefficients denote statistical significance at the 10%, 5% and 1% 

levels respectively. 

 

As can be seen the statistically significant negative result on the ROO dummy variable is 

consistent across all the experiments and is highest in the preferred regressions. This is 
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because the preferred regression capture the nature of the three-part relationship most 

accurately. 

 

Overall the results are highly interesting in two regards. First, to the extent that non-

cumulation of rules of origin might restrict trade, this is likely to be the case for specific 

sectors and industries, and largely for intermediate goods. When looking at aggregate trade 

flows one would therefore expect any effects to be dampened down. It is for this reason that 

the total trade coefficients are likely to be smaller than those for manufactured trade. Thus to 

establish a statistically significant, and reasonably large coefficient when looking at aggregate 

trade flows indicates that rules of origin, and lack of cumulation of rules of origin do indeed 

appear to have a significant negative impact on bilateral trade flows. This also suggests that 

the impact on specific sectors may be considerably higher, as one would expect some 

variation in the sectoral application and restrictiveness of rules of origin.  

 

The second feature that emerges is that there appears to be some evidence that the impact of 

rules of origin and the lack of cumulation of those rules of origin increased between 1995 and 

1999. Of course it is important to be careful not to draw too strong conclusions just from a 

comparison of two different estimations. However, we know that the Pan-European system of 

cumulation was introduced in 1997. Hence in our sample of countries the ROO dummy 

variable applies to a different constellation of countries in 1995 than in 1999. This would thus 

appear to suggest that the impact of rules of origin and the lack of rules of origin is possible 

greater on the 1999 group of countries (broadly speaking the Barcelona countries and the rest 

of the world), than on the 1995 group of countries (as above but including the CEFTA and 

Balkan countries). In other words that lack of cumulation may have a bigger impact on the 

Barcelona countries than on the countries of Central and Eastern Europe. 

 
4.2. Computable General Equilibrium modeling :  

The computable general equilibrium model builds on the earlier work of Augier & Gasiorek 

(2000,2001) who have already considered in some detail the impact on trade, production and 

welfare of the Association Agreements between the EU and the Mediterranean countries. That 

research has involved the use of a CGE model of trade based on imperfect competition and 

increasing returns applied to a disaggregated set of Mediterranean countries. For this study the 

model has been extended in two ways. First by widening the country coverage to include the 
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EFTA countries, and the countries of Central and Eastern Europe, and secondly by explicitly 

modelling the impact of rules of origin.  

 

The underlying theoretical model is based on imperfect competition and increasing returns to 

scale. The base year for the data is 1997 which is the latest year for which a complete set of 

data was (largely) available. The model has 10 countries: the Mediterranean EU (France, 

Spain, Italy and Greece) countries (EUMed), the rest of the EU (REU), Morocco, Tunisia, 

Egypt, Israel, Turkey,  CHP (Poland, Hungary and Czech Republic), and EFTA. Each country 

is endowed with three primary factors of production - capital, and manual and non-manual 

labour. Capital is assumed to be perfectly mobile internationally, and available at a constant 

price. Other factors are internationally immobile, so in the long run prices adjust to equate 

demands to endowments.  

The commodity structure is defined by the ISIC 3-digit classification. In practice, largely for 

pragmatic reasons associated with the data, we work with 11 manufacturing industry 

aggregates, with the rest of each economy aggregated into a single perfectly competitive 

composite. The perfectly competitive sector is treated as tradeable and is taken as the 

numeraire. Each of the manufacturing industries is assumed to be imperfectly competitive, 

with a number of firms producing differentiated products, production being subject to 

increasing returns to scale. Demand for differentiated products is modelled as a two-stage 

process, where the demand for a product aggregate depends on a price index for that 

aggregate, while demand for an individual variety depends on the price of the variety relative 

to that of the product aggregate. We assume that firms act as quantity competitors in 

segmented markets. Each firm chooses sales in each country market, taking as constant the 

sales of all its rivals in each market. Optimisation requires the equation of marginal revenue to 

marginal cost in each market, where the slope of each firm's perceived demand curve depends 

on the extent of product differentiation, and on the share of the firm in that market. A key 

feature of the model is that price-cost margins depend on firms' market shares, and increased 

import penetration causes firms to behave more competitively, hence lowering their price-cost 

margins.  

Numerical specification of the model is undertaken first by setting some key parameters and 

variables, notably those describing concentration and returns to scale on the basis of literature 

estimates, and then calculating the values of remaining parameters and endogenous variables 

so that the 1997 base year observations support an equilibrium.  
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The purpose of the CGE modelling presented here is to apply the intuition and preliminary 

empirical results to a detailed model of trade with both a country and sectoral disaggregation. 

This modelling exercise allows one to consider the impact of cumulation of rules of origin by 

country and by sector, as well as to explore the impact on patterns of trade and on welfare. 

Before discussing the results there are several key modelling issues which need to be 

addressed. 

There is a strong prima facie case from the descriptive statistical analysis and from our 

discussions with policy makers that rules of origin do have an impact. This is confirmed by 

the gravity modelling results. Nevertheless there is very little information on the degree of 

restrictiveness of rules of origin by sector. There is some information on the relative degree of 

restrictiveness across sectors, as it is widely recognised, for example, that the rules of origin 

are more constraining in the textiles and clothing industry, but overall reliable and detailed 

information is scarce. In the CGE model the rules of origin constraints are modelled as (non-

revenue generating) tariff-equivalents. We will call these ROOMs (rules of origin measures). 

This means addressing two key issues. First, what is the appropriate level at which to set the 

ROOMs at the base? Secondly, given a base level of ROOMs what is the appropriate size of 

the reduction in those ROOMs? 

In order to address these issues we proceed in the following manner. With regard to the first 

issue, the results from the partial equilibrium model, and the conceptual discussion indicated 

that ROOMs are likely to be more important the higher are the tariffs in the country which is 

the principal importing country within the preferential trading area. In the context of this 

study, this suggests that ROOMs are likely to be higher in those industries where the EU tariff 

is higher. This is because it is that tariff which determines the cost of not satisfying the 

originating requirements. We have the underlying data on the EU tariffs so this provides us 

with some information on differentiating the experiment across sectors. Secondly, again 

derived from the stylised partial equilibrium model and the conceptual discussion we know 

that the higher the tariffs between non-cumulating countries the smaller the ROOM. Hence, a 

high tariff between Egypt and Jordan tends to restrict their trade irrespective of the possible 

impact of any rules of origin requirements. If that high tariff were to be removed, it is then 

likely that the rules of origin requirements might prove constraining. Hence the lower the 

tariffs between non-cumulating countries the more likely it is that the ROOM is higher. Once 

again we have information on tariffs between countries, so can use this information to 

differentiate the ROOMs by country and sector. 
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With regard to the second issue we need to determine the size of the experiment. The model 

distinguishes between trade flows of intermediates and final goods. The experiment (i.e. 

reduction in ROOMs) is thus only applied on the trade in intermediates. However, it is not 

reasonable to assume that all intermediates are used in the production of final goods all of 

which are then exported. Some intermediates enter the production process for goods intended 

only for the domestic market. Again it is not possible to derive information on these 

proportions. In the experiments therefore we assume that the reduction in ROOMs applies to 

50% of the trade in intermediates3. We then proceed by considering the change in the base 

ROOMs as detailed above, and then by examining the impact of trade flows. We know from 

the gravity modelling that in aggregate we could expect the value of trade to increase by 

approximately 40-45%, though we also argued that the aggregate nature of the estimation 

procedure is likely to dampen down those results. Essentially we are using the results from the 

gravity modelling to provide a check on the reasonableness of the outcomes predicted by the 

computable equilibrium model. 

We summarise the key results of two sets of experiments. The first is to allow for the 

implementation of the Association Agreements between the EU, Morocco and Tunisia, as 

well as allowing for Morocco and Tunisia to liberalise trade with the other Pan-European 

countries – EFTA, CHP and Turkey. The second set of experiments involves a more 

widespread process of trade liberalisation between all the SMC economies in our model and 

the EU, as well as with the other Pan-European economies.  In each case the tariff reductions 

considered involve a 100% reduction in the relevant tariffs4.  

                                                           
3 Note also that in the model we have not formally dealt with the issue of drawback. Drawback is currently 
permissible in the agreements the EU has with Morocco and Tunisia, and in the agreement with Egypt there is a 
6 year period by which time drawback would need to be phased out. Where drawback exists, than this is 
equivalent to there being no tariff on the intermediate import between the non-cumulating countries. However, 
if the rules of origin are constraining, than the provision of drawback may not in reality prove of much benefit 
to the importing industry. From the point of view of the CGE model therefore, the presence of drawback in a 
given industry should mean effectively a lower tariff being applied; but then this in turn would imply a higher 
calibrated ROOM. The net effect is hard to determine. It is for this reason plus the lack of detailed information 
on drawback by industry that this has not been included in the formal model. 

4 For most SMCs this represents a substantial and asymmetric change in tariffs, which results in the substantial 
opening up of the SMC economies to their principal exporter the EU. However, trade liberalisation also expected 
to bring with it other changes most notably changes in technology and productivity arising from the greater 
openness to international trade, as well as possibly changes in foreign direct investment. In order to capture the 
former we allow for trade induced changes in productivity for these economies. These changes in productivity 
are then linked to the size of the tariff or trade cost reduction. Hence, a larger reduction in tariffs is expected to 
result in higher increases in productivity than a smaller reduction in tariffs. The intuition underlying this is that 
high tariffs serve to protect domestic markets who are thus granted more monopoly power, and may have less of 
an incentive to produce efficiently. The changes in productivity modelled here are fairly modest. Hence in 
textiles and clothing which is the sector with the highest tariffs the productivity improvement is modelled as a 
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Table 6 below provides a summary analysis of the impact of cumulation on aggregate 

manufacturing production, welfare, and the percentage point change in the share of SMC trade in 

apparent consumption. The table thus reports on the additional impact of cumulation on these 

indicators for each of the two sets of experiments discussed above. We also report on the 

additional impact of rules of origin allowing for the perfect international mobility of capital. Here 

we repeated the preceding two experiments but this time assuming perfect capital mobility. It is 

important to note that we do not have a properly formulated model of foreign direct investment 

and therefore of the mechanisms driving FDI. Nevertheless it is to be expected that the process 

of closer integration with the EU may well results in increased inflows of capital. Allowing for the 

free mobility of capital is thus an extreme way of capturing this, but which no doubt tends to 

overstate the aggregate impact. As before we simply focus on the additional impact of the 

cumulation of rules of origin where capital is mobile. 

 

                                                                                                                                                                                     
5% (Hicks neutral) change..In addition the process of  liberalisation with the EU is also expected to decrease the 
non-tariff costs of access to EU markets. These costs arise from differences in standards, regulations and 
procedures. In addition a common set of rules (of origin) with Pan-European cumulation is likely to involve a 
reduction in the administrative costs of the rules of origin. In the experiment we therefore allow for a reduction 
in the non-tariff costs of trade for Morocco and Tunisia with the EU by 2.5%. 
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Table 6: Summary analysis of the additional impact of cumulation 

 C-H-P EFTA Egypt Israel Turkey Morocco Tunisia 

Tunisian & Moroccan Trade 
Liberalisation 

       

Welfare (% of base GDP) 0.02 0 0.09 0.01 0.03 0.26 0.34 

% change in manufacturing 
production 

0.16 0.12 2.05 0.65 -0.85 2.98 2.48 

Change in SMC share in AC 0.23 0.09 -0.01 0 0.72 0.32 0.33 

  

All SMCs in Pan-European 
with no capital mobility  

       

Welfare (% of base GDP) 0.1 0.03 0.76 0.41 0.15 0.49 0.57 

% change in manufacturing 
production 

0.25 0.4 10.59 2 1.1 3.35 3.07 

Change in SMC share in AC 0.99 0.32 1.96 1.84 1.05 2.16 2.09 

  

All SMCs in Pan-European 
with capital mobility 

       

Welfare (% of base GDP) 0.09 0.02 1 0.41 0.2 0.61 1.04 

% change in manufacturing 
production 

0.44 0.51 11.81 2.34 1.5 4.83 9.84 

Change in SMC share in AC 1.01 0.32 2.06 1.87 1.29 2.38 1.93 

 

The table clearly identifies the potentially important role of cumulation. For the first set of 

experiments involving the participation of Tunisia and Morocco in the Pan-European system, 

cumulation increases production by between 2.5%-3% for these economies, increases welfare as 

well encouraging intra-regional trade. Comparing these results with the middle panel of the table 

we see that with a broader based adoption of the Pan-European system the positive impact of 

cumulation is larger. Finally, once again allowing for perfect capital mobility allows for a greater 

degree of restructuring than previously and once again increases the magnitude of the results. 

These results should not be seen as providing precise predictions but as qualitatively indicating 

the possible orders of magnitude involved, and the differences in impact according to differences 

in the nature of the underlying process. 
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Conclusions:  
This research has focussed on a very specific set of issues – the possible impact of rules of origin 

and of the cumulation of those rules in the context of the EU-Mediterranean partnership. The 

discussion showed that rules of origin can indeed serve to restrict suppliers’ ability to buy their 

inputs from the cheapest available source. In so doing rules of origin impact upon patterns of 

trade, production and consequently also welfare. Clearly to the extent that rules of origin do 

indeed have such an impact, this is likely to fall most heavily on small, possibly less diversified 

economies, who consequently find it more difficult to source their inputs domestically and 

competitively.  

The underlying intuition was borne out by the empirical analysis where we have shown that there 

is clear evidence to suggest at the aggregate level that where there is no diagonal cumulation 

between countries than bilateral trade is reduced by between 40-45%. Our analysis here was 

carried out at a very aggregated level and there is good reason to suppose that the impact by 

sector would show considerably more variation. Using these results as a benchmark, the results 

from the CGE analysis show that cumulating rules of origin is likely to lead to increased levels of 

production (by 2-3%) and increased levels of welfare (of the order of 0.5%), as well as significant 

increases in intra-regional trade. 

The CGE results also suggest that that the welfare gains arising from the application of greater 

cumulation arise principally from trade reorientation with some trade creation as well. There 

appears little evidence of trade diversion. It should be emphasised that these results should not 

be seen as providing precise predictions, but more as indicating that the potential is clearly there 

for the realisation of significant gains arising from regional integration and from diagonal 

cumulation. The encouragement of increased capital flows is likely to enhance these benefits 

though our findings in this regard are only suggestive of the potential. 

Overall, this report has identified the important role that rules of origin appear to play in the 

actual operation of free trade agreements, and the role that they can play in restricting regional 

integration. Our conclusions are therefore that in principle moving towards greater diagonal 

cumulation is strongly advised for the Mediterranean partner countries, though noting of course 

that other aspects of regional integration arrangements and origin rules (such as the role of 

drawback) need to be taken into account. Diagonal cumulation is likely to greatly enhance the 

benefits and opportunities arising from the ongoing processes of regional integration. Finally, the 

importance of appropriate complementary / flanking policies and developments by and within 

the Mediterranean countries, and the EU should not be underestimated. 



 24 

References 
 
Allen, C., Gasiorek, M., & Smith, A (1997), "Trade Creation and Trade Diversion: 

Competitiveness Impacts of the Single Market Programme", The Single Market Review, Vol 
IV-3., Kogan Page (on behalf of the European Commission). 

Alonso-Gamo, P., Fennell, S. & Sakr, K (1997) Adjusting to new realities; MENA, the Uruguay 
Round, and the EU-Mediterranean Initiative, IMF Working Paper WP/97/5. 

Augier, P. & Gasiorek, M (2001), “Trade Liberalisation between the Southern Mediterranean and 
the EU – an analysis of the sectoral impact”, working paper, presented at the 75th 
International Conference on Policy Modeling for European and Global Issues (Brussels, 
July 5-7, 2001). 

Augier, P. & Gasiorek, M (2001), “The welfare implications of the liberalisation of trade between 
the EU and Southern Mediterranean”, working paper. 

Augier, P. & Gasiorek, M (2000), “The effects of trade liberalisation between the EU and the 
Southern Mediterranean”, ERF VIth annual conference volume, March 2000. 

Brenton, P. and Di Mauro, F. (1999), "The Potential Magnitude and Impact of FDI flows to 
CEECs", Journal of Economic Integration,Vol. 14 N. 1, March, pp. 59-74. 

Brenton, P. and Manchin, M. (2002), “Making EU Trade Agreements Work: The Role of Rules 
of Origin”, CEPS working document no.183. 

Cockburn, J., Decaluwe, B. and Dostie, B., (1998), Les leçons du mariage entre les modèles 
d’équilibre général calculable et la nouvelle théorie du commerce international : 
Application à la Tunisie, Cahier de Recherche de Laval N° 98-04, Université de Laval. 

Deardorff, A. (1999), Economic implications of Europe-Maghreb Trade Agreements, Discussion 
Paper N° 442, University of Michigan. 

Deardorff, A.V.(1996) Some economic effects of the free trade agreement between Tunisia and 
the European Union, University of Michigan working paper no.385. 

Dervis, K., De Melo, J., and Robinson, S., (1982) General Equilibrium models for development 
policy, CUP.  

Dessus, S. and Suwa-Eisenmann, A. (1998), Trade integration with Europe, export diversification 
and economic growth in Egypt, Technical Papers N° 135, OECD. 

Di Mauro, D, (2000) The Impact of Economic Integration on FDI and Exports:A Gravity 
Approach, CEPS working paper. 

Donnenfeld S. (1998) "Regional Blocs and Foreign Direct Investment" FEEM Nota di Lavoro 
N. 30.98. 

Driessen, B. and Graafsma, F. (1999), The EC’s Wonderland: An overview of the Pan-European 
harmonised origin protocols, Journal of World Trade, 33 (4), p.19-45. 

Dunning J. (1977) "Trade, Location of Economic Activity and MNE: A Search for an Eclectic 
Approach" in Ohlin B., Hesselborn P. And Wijkman P/M/ eds. The International 
Allocation of Economic Activity, Macmillan, London. 

Evans, D (2000),  'Options for Regional Integration in Southern Africa', South African Journal of 
Economics, Die Suid-Afrikaanse Tydskrif vir Ekonomie, Vol. 68: 4 2000, December. 



 25 

Falvey, R. and Reed, G. (1998), Economic Effects of Rules of Origin”, Welwirschaftliches Archiv, 
Vol.134, No.2, pp.209-229. 

Falvey, R. and Reed, G. (2000), Rules of origin as commercial policy instruments, Research Paper 
2000/18, Centre for Research on Globalisation and Labour Markets, University of 
Nottingham. 

Galal, A. and Hoekman, B. (Ed.) (1997), Regional Partners in Global Markets: Limits and 
Possibilities of the Euro-Med Agreements, CEPR/ECES. 

Gasiorek, M et.al. (2000), “EMU and the Integration of European Product Markets” report 
submiteed to DG  ECFIN, forthcoming in the The European Economy. 

Ghesquiere, H, (1998) Impact of European Union Association Agreements on Mediterranean 
Countries, IMF Working Paper WP/98/116. 

Hamilton, C. & Winters, L.A. (1992),  ‘Trade with Eastern Europe’, Economic Policy. 
Havrylyshyn, O & Kunzel, P (1997) Intra-Industry trade of Arab countries: an indicator of 

potential competitiveness, IMF working paper WP/97/47. 

Herin, J (1986) Rules of Origin and Differences between Tariff Levels in EFTA and the EC, 
EFTA Occasional Paper no.13. 

Hoekman, B, (1993), Rules of Origin for Goods and Services, Journal of World Trade, Vol.27, No.4, 
pp.81-99. 

Inama, S. and Jachia, L. (2000), Assessing market access preferences for Mediterranean countries 
on the EU market for industrial goods, Working Paper N° 2013, ERF. 

Ju, J. and Krishna, K. (1998), Firm behavior and market access in a Free Trade Area with rules of 
origin, NBER Working Paper N° 6857. 

Ju, J. and Krishna, K. (1996), Market access and welfare effects of Free Trade Areas without rules 
of origin, NBER Working Paper N° 5480. 

Krishna, K and Itoh, M (1988), Content Protection and Oligopolistic Interactions, Review of 
Economic Studies pp.107-125. 

Krishna, K. and Krueger, A. (1995), Implementing Free Trade Areas: Rules of origin and hidden 
protection, NBER Working Paper N° 4983. 

Krueger, A. (1993), Free Trade Agreements as protectionist devices: Rules of origin, NBER 
Working Paper N° 4352. 

Lanasa, J. (1995), An evaluation of the uses and importance of rules of origin, and the 
effectiveness of the Uruguay Round’s Agreement on rules of origin in harminizing and 
regulating them, Working Paper, Harvard Law School. 

Lloyd, P.J. (1993) A Tariff Substitute for Rules of Origin in Free Trade Areas, The World Economy, 
Vo.16, no.6 pp.699-712. 

Mathis, J.H., (2002) Regional Trade Agreements in the GATT/WTO, Kluwer/TM.C.Asser  

Matyàs L. (1997) "Proper Econometric Specification of the Gravity Model" The World Economy 
Vol. 20. 

Sapir A. (1998) "The political economy of EC regionalism" European Economic Review, Vol. 42, 
pp. 717-732. 

Tovias, A. (1998), Regionalism and the Mediterranean, The Journal of North African Studies, 3, 
Summer, pp. 75-88. 



 26 

Vermulst, E, (1992) Rules of Origin as Commercial Policy Instruments – Revisited, Journal of 
World Trade, Vol.26, No.6, pp.61-102. 

Vermulst, E, Waer, P & Bourgeois, J (1994) Rules of Origin in International Trade: a comparative study, 
The University of Michigan Press. 

  
 


