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Abstract

Abstract

The Gulf Cooperation Council (GCC) was established on May 25, 1981,
comprising six countries: Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the U.A.E with
the objective to forge closer ties and strong links among these countries. A few months
after the establishment of GCC, member states signed an economic agreement which
considered as the economic constitution. On December 31, 2001, they agreed to revise
this agreement so as to advance the economic integration and to put in place a common
market and a monetary union in 2010.

The primary objective of this thesis is to assess the determinants,
possibilities and the feasibility of the establishment of a currency union in GCC
member states, by checking whether these countries satisfy the traditional criteria of
Optimum Currency Area Theory (OCA), which developed by Mundell (1961), Mackinnon
(1963), and kenen (1969).

As this theory has many drawbacks and shortcomings, we have attempted to
alter some its criteria, and apply also another method based on SWOT analysis. Our
results have showed that GCC has already fulfilled many of OCA criteria (preconditions)
for establish a currency union. Furthermore, there are many factors might enhance and
support this project. The GCC states are most homogenous among the unions, sharing a
common history, language and culture, and they are mainly oil exporters, very open to
trade and imported labor.

After that, we have assessed the potential benefits and costs incurred as a
result of replacing individual GCC national currencies with a common currency,
and we have concluded that the benefits weighed the costs.

In a separate chapter, we have argued that a sustainable, credible and
successful gulf monetary integration requires a set of economic, political,
institutional, and procedural prerequisites, such as, selecting an optimal peg for the
new gulf currency, putting sustainable convergence criteria, accelerating structural
reforms and diversification policies, real political will, deepening the economic integration
and establishing a gulf central bank that will be responsible for the design of monetary
and exchange rate policies.

Finally, we have reviewed economic and monetary european union. And based on
this, we have drawn the useful lessons for gulf monetary experiment.

Key Words: Gulf Cooperation Council, Optimum Currency Area Theory, Monetary
integration, Gulf Monetary integration.
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0292 0.294 0298 0.300 0.308 0.305 0.304 0.302 0.305 0.300 0299 .,
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Source: Mohamed El Jasser and Abdurrahman Al Hamidy "A «Common Currency Area for the

Gulf Region " BIS Papers, no.17, p.118 in: IMF, International Financial Statistics, 2002 and

2003.

Data of 2003, 2004, and 2005 are from: Stistical Department, Secretariat General of GCC,
Statistical Bulletin, no.16, table no.73, (2007).
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