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Overview of the relation between the EU and GCC countries

• In 2018, the Gulf Cooperation 
Council  was the European 
Union’s fourth largest export 
market. The EU is the first 
importer in the GCC region

• The framework for economic and 
political cooperation between the 
EU and the GCC countries is 
provided by the 1988 EU-GCC 
Cooperation Agreement that seeks 
to improve trade relations and 
stability 

• A Joint Council and a Joint 
Cooperation Committee meet 
annually

• The EU and the GCC cooperate 
on: trade and investment 
issues, macro-economic 
matters, climate change, 
energy and environment, 
research and development

Gulf 
Cooperation 

Council:

Bahrain, Kuwait, Oman, Qatar, Saudi 
Arabia, United Arab Emirates

The Gulf Cooperation Council countries 
have formed their custom unions and are 

working towards the goal of completing an 
internal market
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History of the FTA negotiations between the EU and GCC countries

• 1990: negotiations for an FTA started 
• 2003: the prospects of an FTA became 

realistic because of the GCC Customs Union.                  
The GCC countries strived to deepen ties 
with the EU on security and defence matters

• 2007: Memorandum of Understanding 
between the Federation of GCC Chambers 
and Eurochambers

• 2008: negotiations were unilaterally 
interrupted by the GCC

• 2010-2013: EU-GCC Joint Action Program 
for the Implementation of the Cooperation 
Agreement

• May 2017: the EU and the GCC launched a 
dedicated Dialogue on Trade and 
Investment, with the participation of their 
respective private sectors 

• 2018: EU-GCC Dialogue on Economic 
Diversification 

Free Trade Agreement: 
Cooperation between at least two 
countries to reduce trade barriers 
– import quotas and tariffs – and 

to increase trade of goods and 
services with each other

They also often “include clauses 
on trade facilitation and rule-

making in areas such as 
investment, intellectual property, 

government procurement, 
technical standards and sanitary 

and phytosanitary issues”
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Reasons behind the interruption of negotiations 

Main reasons:

• Lack of economic focus
• EU demands to improve 

human rights in GCC 
countries

• Contentious issues on 
hydrocarbons

European Union
1. Petrochemicals industry lobbied against 

trade liberalisation, arguing that the GCC’s 
double-pricing policy was an implicit subsidy 
that would allow dumped imports to enter 
the EU

2. Saudi Arabia’s potential in petrochemicals: 
SABIC is the regional leader in the industry 
and the FTA would promote its expansion
in the EU

3. Trade integration between the two regions 
could facilitate the acquisition of world-
class technology by GCC countries - a 
potential threat to the EU’s competitive 
advantage and global market power -

Gulf Cooperation Council:
1. Saudi Arabia refused to stop subsidising 

its energy industry
2. Other countries decided to maintain a 

differentiated pricing for gas exports
3. Non-transparent public procurement 

procedures
4. Entry barriers to foreign investors in the 

service sector 
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Reasons behind the need for a fresh start

To support the GCC countries 
ongoing process of economic 

diversification away from 
hydrocarbon dependent sectors. 

To promote climate-friendly 
trade, investment and economic 

affairs related policy analysis, 
dialogue and cooperation 

between stakeholders from EU 
and GCC at both regional and 
country levels in the context of 

the GCC economic 
diversification process.

EU-GCC Dialogue on Economic 
diversification 

- strengthening the cooperation and dialogue 
between EU and GCC countries in the areas of 
trade, investment and economic affairs;
- enhancing flow of information between 
EU and GCC stakeholders enhanced trade, 
investment and economic affairs.
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European Union’s Trade with the Gulf Cooperation Council

Indicator Unit Period Imports Exports Total Trade Balance

Last year mln € 2018 54.393 91.286 145.679 36.892
Share in EU trade % 2018 2,7 4,7 3,7
Annual growth rate % 2017-2018 24,3 -8,3
Annual average growth rate % 2014-2018 1,5 -1,4
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• EU-GCC trade has grown steadily 
between 2008 and 2018: total trade rose 
by 35% in 10 years, with a peak in 2015 
– corresponding to the peak of oil prices

• In 2018, EU exports to GCC 
countries were focused on 
industrial products (90.9%)

• Machinery and transport 
equipment (44.2%, €40,3 billion) 
were the main categories of 
products exported

• EU imports from GCC countries are 
mainly mineral fuels & mining products 
(71.8%, €39 billion) and chemicals 
(9.6%, €5,2 billion)

Source: PwC with EU Commission data

Source: PwC with EU Commission data
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EU and GCC main trading partners 
European Union, Trade with World 

Gulf Cooperation Council, Trade with World 

€60,008

€89,872

Source: EU Commission

Source: EU Commission
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So why there should be an FTA?  The assumptions are there already

Art 3. 
“Both the EU and GCC countries should 
strive to encourage and facilitate the 
latter’s productive sector, its economic 
infrastructure and technology transfers 
and development through joint 
ventures”

Art 7. 
“In the field of investments, the EU and the 
GCC shall strive to take steps for the 
mutual promotion and protection of 
investments, in particular through the 
extension of investments promotion and 
protection agreements with a view to 
improving reciprocal investment 
conditions”

Art 11. 
“Promote development and diversification 
of reciprocal commercial exchanges to 
the highest possible level”

Art 6. 
“In the field of energy, the EU and 
the GCC shall strive to encourage 
and facilitate: cooperation in the 
region by energy undertakings and 
exchanges of views and information 
on matters relating to energy in 
general and respective energy 
policies, without prejudice to the 
parties’ international obligations”

EU-GCC Cooperation Agreement



PwC

Opportunities for both parties

Geopolitical influence
Security and Defence 
cooperation 
1. Fight against terrorism 
2. Combating illegal migration 
3. Address the root causes of the 

unrest in the southern 
Mediterranean – engaging in a 
trilateral cooperation framework 

Cultural cooperation

“The agreement would provide for a progressive, reciprocal and region-to-region 
liberalisation of trade in goods and services, aiming at ensuring a comparable 
level of market access opportunities. It would cover common rules and regulations for 
intellectual property rights, competition, dispute settlement and rules of 

origin”

Economic cooperation
• Tackle trade related issues (market 

access irritants, regulatory 
requirements)

• Encourage investment flows
• Brexit could drive EU and 

GCC countries to further 
strengthen their cooperation. 
Arab states diversify their 
investments into continental 
Europe

Environmental cooperation
• Enhance cooperation in the energy 

sector and decarbonisation (started 
in 2010 with the EU – GCC Clean 
Energy Technology Network)
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Specific opportunities per side 

European Union: 
1. Secure the procurement of its growing 

energy demand: heavily dependent on 
oil and gas imports from GCC 
countries 

2. Attract foreign investors: GCC 
countries have become strategic 
investors (UK, France) through 
sovereign wealth funds – 30% of GCC 
investments have been made in the 
EU

3. Impact of using the euro as trading 
currency – especially in the energy 
sector-

4. Balance of economic power is shifting 
towards Asia, the Gulf region appears 
to be extremely well positioned to act 
as bridge between European and 
Asian market

GCC Countries:
• Access to EU technology and know-

how: the EU is the model for the 
internal evolution in the direction of 
increased regional integration

• Diversification of GCC countries 
economies: by bringing in the private 
sector
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Insurmountable challenges or just a quick pit stop?

• Geopolitical and security 
challenges: middle east has been the 
stage of major conflicts, recent years 
further challenges introduced into the 
framework of controlled instability

• High level of financial 
interdependence between the EU 
and the GCC contrasts with the 
shallowness of their diplomatic and 
political relations

• Institutional deficiencies inside 
the GCC countries: decision-making on 
strategic issues such as foreign policy is 
still taking place at the individual state 
level rather than within the framework 
of the multilateral GCC

“One of the main reasons for the disappointing progress in EU-GCC 
relations is that the EU has been unable to resolve the tensions between 

the economic and political strategies in the Gulf”
Richard Youngs - FRIDE Fundación para las Relaciones Internacionales y 

el Diálogo Exterio

• Structural difficulties of EU 
foreign and security policy: since 
the Lisbon Treaty (2009), EU-GCC 
relations have fallen into the 
competences of the European External 
Action Service (EEAS)

• The European Council added 
Oman and the United Arab 
Emirates to the list of non-
cooperative jurisdictions for tax 
purposes

• China’s growing role within GCC 
countries’ economies



PwC

Just a bit of food for thought 
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