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The Egyptian desire to conclude a US-Egypt Free Trade Area (FTA) has never been greater than during recent months. Egypt was shrugged off the US priority FTAs agenda in 2003 after reversing course with the U.S. and deciding not to cosponsor a US complaint against the E.U on GMOs related concerns. The US cited, in addition, that Egypt’s IPRs (Intellectual Property Rights) protection regime was wont of revision; and the liberalization of the banking and insurance sector(s) and giving effect to the “lame” mortgage law were also urged.  Other pieces of legislation, e.g., the long pigeonholed competition law -(a.k.a. antitrust), are also expected to be issued before talks get reinitiated.  

Since 2003, other countries have moved in to replace Egypt. Morocco and Bahrain are two examples. Now, with Jordan having signed a US FTA already in 2000, and with the current US identification of Oman and the UAE for next signatories, Egypt has reason to start worrying. Egypt is equally disparaged by periodic calls in the US congress to phase out US aid to Egypt. 

The recently concluded QIZs agreement amongst Egypt, Israel, and the US might help mitigate the adverse trade diverting effects that those FTAs are bound to have on Egypt’s trade, but only partially. Likewise, the QIZ is an inferior trade arrangement when compared to full-fledged FTAs, and the requirement of Israeli local content for product qualification into the US market may prove to be a limiting factor. 

Egypt should continue to push for a US-FTA for a number of reasons, chief among which are the following: The US market represents one fifth to one third of the entire world market, and Egypt should respond positively to the seemingly unstoppable US strategy of signing bilateral FTAs to ensure its trade interests are served outside the stalled WTO forum. 

The facts relating to the way the U.S. is pursuing its FTA talks in the Middle East advise of the following: 

· Early comers get sweeter deals, as the bar is constantly raised for the newer ones. More and more, the U.S. is pushing for an effective tie-in between FTA negotiations and its more comprehensive Middle East reform agenda; 

· The earlier the conclusion of an FTA, the more opportunities for carving a country niche for itself, e.g., as an industry, finance, or pure trade hub; and

· FDI and business opportunities would tend to favor early starters.

This essay hopes to assay the motivations and implications for Egypt to embark on a FTA negotiation process in light of and in response to the US global trade strategy. Whereas the motivations for Egypt may have to do with economic perks of sorts, the implications would certainly present challenges to the existing climate in Egypt; and commitment to a general, meaningful, and continued reform agenda would present itself as a key challenge. 

How do challenges relate to opportunities in the evolving context, and how far is Egypt willing and able to go down that path, and in what timeframe remain the perplexing questions?

