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INTRODUCT TON

The present renort has been Preparecd to meet the reguirements
of the third biennial review and appraisal of progress in the imple-
mentation of the International Development Strategy for the 3econd
United Nations Development Decade in Western Asia.i/ It focuses on
developments in the veriod 1971-1976 with respect to selected Strategy
targets and policy issues of concern to the Region, such as growth of
output and changes in its structure; investment~-savings efforts;
developments in certain sectors; trade expansion, economic co-operation

and regional integration; and social aspects of development,

The assessment of progress is made against the targets and
policies as set out in the Strategy, although these are only meant as
overall guidelines and not for incdividual countries and regions. The
assessment, however, continues to be seriously impeded by deficiencies
in the flow of statistical information, relating to coverage,
reliability and timing, and resulting in differences in treatment and

qualifications with respect to conclusions.

1/ For the mid-term review and appraisal excrcise, sce Zconomic
Commission for Western Asia, Overall Crowth Performance (E/ECWA/L13 and
Corr. 1); Highlights of overall Roviow of Growth Performance and
Sectoral Trends and Development Issues (E/ECWA/21 and Corr. 1); and
cactoral Trends and Development Issucs (E/ECWL/?I/%nnex).
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I. EXPANSION OF PRCDUCTION AND DIVERSIFICATION

i. Expansion of Production

ivailebls netionzl accounts time ssries (see Teble 1) show
that growth in aggregate output &b constant prices - measured in
terms of gross national product (GNP) - in the Region as a whole

during the first half of the nineteen seventies wes significantly
szbove the 6 per cent per annum average target sct out in the Inter—
national Development Strotegy (IDS) for the developing countries as
a group. With the exception of Democratic Yemen and Jordin -~ where
output expansion was minimal, averaging slightly above cne per cent
per onnum - GNP grew ot rates varying between 1le.4 per cent in Yemon,
11.5 per cent in Irag, 12 per cent in the Syrian .irab Republic, and
19.4 per cent in Scudi Arabia.i/ The Lebansse economy, Which was
growing at an average annual rate of close to 7 per cent in the
period 1970-1974, suffered a severe setback subscouently as a result
of the events which have afflicted the country since »pril 1975 and
led to a slowing down and/or cessation of activity in virtually all
sectors, and the large destruction of productive capacity and infra-
structure.

Rapidly expanding exports and public outleys, notably in the
oil-producing countries, largely explain the dynamism which the
Region's economies experilenced during the first half of the present

decede. In addition, the relatively satisfactory performance in the

1/ svaillable cstimates for Bahrain, Oman, Qatzr and the United
Arab Emirates put the rate of growth in GNP in the period 1973-1975 at
69, 40, 21 znd 17 per cent, respectively. abu Dhobit's GNP at constant
prices rose at an average unnUal rate of 31 per cent in the period
1970-1974.
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key sector of agriculture, as well as a generally fast growth in the
manufacturing scctor, werc also important factors which: contributed

to rapid expansion.

An importent fezture of the rapid cconomic pro@rass achieved by
the oil-producing countries has been the narrowing in the gap between
output mcasured in terms of nctionazl and domestic production.i/ This
must be viewed mainly egainst the developments in the oil industry
whereby countries of the Region gained increasing ~ in certain cascs
full control ~ over the exploitation of their oil roesources, as well
as increased inflows, in certain countries, of investment income from
abroad made possible by investment of surplus funds there. Thus, the
ratio of GNP to GDP between 1970 and 1974 increased from 87 to 94 per
cent in Irag, 89 to 99 per cent in Kuwait, 66 to 84 pcr cent in Abu
Dhabi, and 78 to 83 per cent in Saudi Arabia.z/ Over the 1970-1975

period, the corresponding ratio for Oman rose from 83 to 91 per cent.

The population of the Region grew appreciably faster than the
2.5 per cent per annum rcecommended in the IDS (see Table 1). With
the exception of Yemen, where populetion grew at the average annual
rate of 2.5 per cent, the remaining countries experienced population
growth rates of 3 per cent and above, with the smaller oil-producing

countries recording significently higher rates.

1/ The discrepancy between GNP and GDP largely reflected the
payment abroad of factor incomes arising in connexion with the operations
cf foreign-owned oil companies.

2/ Avedilable evidence points to further and substantial narrowing
of thc GNP-GDP gap in 1975 in Soudi iArabia.




Table 1. Average ennual growth rates of aggregote and per head
gross nitional product in countrics of the Region, 1970-1975

(in per cent)

Growth rate mM\
Gross netional product L Cross swmwo”mwaﬁhoacnﬁ UWMMMW#DQMMowWWQ
, Population= . - -t per hea
st nwzmﬁmwﬁ At nmhhmsd At constant At current (1975 us Mwwwwhmv
prices= prices prices prices 1975—
Democoetic Yemen 1.1 Ted 3.1 -1.9 4472 245
Iraqg 11.5 3%2.0 3.4 7.8 34.4 1,052
sorden? 1.2 12.2 3.3 -2.1 8.6 443
Kuwciit coe 28.9 5.9 ces 21.3 10,326
Lobhanon _ 6.7 13.0 3.0 2.8 8.8 1,239 ,H/
Omen coo 47.8 3.2 oo 43.2 2,284 1
Scud. arabia 19.4 58,5 3.0 15.9 51.7 4,311
Syzian arabh nowcvwwow\ 13.0 25.7 4.0 8.6 20.1 737
2.5 8.7 2761 178

Yenen 1l.4 - 30.2

i o -

Source: United Nations Economic Caommission for Western asia, based on data compiled from national and
. internctional sourcese

A/ 1970-1974 for Lebenon and 1971-1974 for Irade.

b/ Excluding Palestinien refugees living in camps for Jorden, Lebenon and the Syrian srab Republice

~/ For Jcrden and Lebanon, GNP figurcs, which are rcported ot current prices, were deflated using the
cost ¢f living index and are, thercfore, subject to a considerable margin or crror.

4/ 1974 for Irag and Lebanon,
e/ The ccntribution of the West Bank is reported to be arbitrarily estimated.

.f/ Refers to gross domestic product at morket prices.




While for several countries in the Regicn fast population
growth might not constitute o couse for concern and may even be
desirable, given their Fesource endowments znd potential, in other
countries, such as the two least developed ones (Democratic Yemen
and Yemen) and Jordan, population Pressures tend to dissipate the
development effort and perpetuate low incomes per head. Thus, in
both Democratic Yemen and Jordan, fost populction growth, coupled
with minimal economic expansion werc reflected in a declinc of about
2 per cent Per annum in rezal GNp per head during the first half of the

Current decade.i/

The benefits from recent economic expansion do not scem to have
been evenly distributed between, or within, countries. The Region
includes countries with a bPer capita income which in 1975 exceeded
$ 10,000 as in Kuwait and the Uniteq Arab Emirates, and countries
with a per capita GNP as low as $178 and $245, as in the case of
Democratic vemen &nd Yemen, Fespectively. Moreover, per capita income
figures are misleading as indicators of standords of living in the
Region, in view of their very skewed distribution within individual
countries, a striking example of which ig the lorge disparity in

income levels between the rural and urban scegments of the population,

B. Price Changes

In marked contrast with the pattern during the breceding decade,
when output €Xpansion in the Region was generally associated with a
relatively high degree of price stability, the nineteen seventies have
witnessed a sharp ¢cceleration in the rate of inflotion, This hcs been
reflected in the movement of consumer prices which have gained consider-

able momentum since 1973 in virtually all the countrics of the Regicn,

1/ It should be emphasized that, with tho pPossible exception of
Iraq, Jordan and the Syriean arab Republic, the absence of reliable
population estimates and/or national accounts statistics in the remaining
countries of the Region can introduce a substantial mergin of error in
the GNP per head estimates for those countries, as shown in Teble 1,

/..0




During the first half of the present decade, the consumer

price index increased at average compound rates varyingbbetween €
per cent in Iraq and Lebanon and 27 per cent in Yemen, with Jordan,
Kuwait and the Syrian Arab Republic exberiencing annucl increases in
the neighbourhood of 10 per cent, Bahrain and Democratic Yemen about
12 per cent each and Saudi irabia 14 per cent., In this connexion,
the parallel movements in food prices and the ovcerall consumer price

indices is worth noting.--

Imported inflation - given the high degree of dpenness of the
Region's economies - was & major factor in generating inflationary
pressures during the period reviewcd.g/ However, the significance
of domestic factors, including the levels of food production, public
expenditures and money supply also des;rve serious attenticn in any
explanation of inflation in the countries of the Region (sec Table 2).
For example, the sharp rise in the consumer price index in several
countries during 1974, and its subsequent slower pace in 1975, nust
be viewed against the extremely poor performance cf agriculture in
1973 and the sector's recovery in the following yedare. Similarly, the
strong development drive - as well as rapidly rising public current
expenditures - which the Region has becn witnessing in the pcriod
reviewed have crected strong demand pressures in such vital areas
as labour and housing, ccusing wages, salaries and rents to rise
steeply. At the same time, the money supply in all the countries
of the Region rose rapidly. Mcoreover, in some countries, cfforts
to relieve demend pressures through increased imports were hampered
by the inability of existing port and storage facilities to handle

additicnal imports.

1/ Similar data are not aveilable for cther Gulf countries
{Oman, Gatar and the United Arab Emirates). However, there is reason
to believe that inflationary pressures there were equally stronge -

g/ Sce Section III-A.
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Table 2. Infleation: Selected indicators

Aaverage annucl percentage rote of change: 1970-1975

Country Consuner price index Government expenditure Money supplyg/

# All items Food Totalif Curraent

[ Bahrain 12.7 eee  30.0 23.9 12.4
Democratic Yemen 12.4 eece 23.0 11.1 12.9
Iraqg 6.0 Ted  25.9 19.3 21.8
Jordan 10.7 16.6  19.2 17.0 14.8
Kuwait 9.9%/ 14.5% 24,4 23.2 21.3
Lebanon 5.6 8.9 15.4 12.7 14.33/
Oman cee ce.  65.1 66.8 45,28/
Gater ees ene £3.8 30.7 31.1
Seuci nrabia 14.2 10.9  53.0% 40.0%/ 72.0%
Syricn krcb Republic 10.9 11.3  30.3 24.6 22.9
United irab Emirates cee e 116.8% 92.9 22,62/
Yemen 26.65/ 22,85 23,0 24.5 33.6

Sourcc: United Nations Economic Commission for Westoern asiz, based on data

! compiled from nationazl and international sources.

&/ Current
ﬁ b/ Defined
: ¢/ Relates
d/ Relates
¢/ Relates
£/ Relates
g/ Relatces
h/ Relates

plus development expaenditures.

to
to
to
to
to
to

currency in circulation plus demand depositse.

the
the
the
the
the
the

period 1972-1975.
pericd 1970-1974,
period 1970-1972.
period 1971-1975,
federal budget and the pericd 1972-1974,.
period 1972-1974,
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C. Investment -~ Scovings offort

An analysis. of the process of domestic capital formation in
the Region shows that, over the first holf of the current decode,
significant incrcases were recorded in the share of total production
which was allocated for investment in most countries for which the
relevant statistics were zvailable (see Table 3). Over the period
1970-1974, the ratio of investment to Cross National Product (I/GNP)
rose from about 2.5 to 18 per cent in Democratic Yemen, 18 to 22 per
cent in Jorden, 15 to 36 per cent in Oman, and 15 tc 21 per cent in
the Syricn Arcb Republic. In Yemen, the ratio increased from 15 to 22
per cent over the 1970-1975 pcriod.i/ As can be noted, these countries
include the two least developed moember stotes ond none from zmongst the

major oil-producing countriws,.

In contrast, the I/GHP ratio fell in the mojor oll-producing
countries, reflecting mainly the sharp end sudden rise in their incemes
for which time is needed before commensurate exponsion in investment
can be expected. Thus, in Kuwailt, Saudi Arcbia and Abu Dhabi;ﬁ/ the
I/GNP ratios werc about halved over the first half of the ninetcen
seventies. On the whele, however, the Region's investment effort
during this period has been impressive, with average I/GNP rates
ranging from about 8 per cent in Kuwait to 36 per cent in Oman, and
with the two leacst develcped members, namely, Democratic Yemen and
Yemen, realizing retes of 13 and 21 per cent, respectively, and Jordan

investing, on the averagz, 20 per cent of its GNP.

1/ Availeble information shows thot the I/GNP ratio rose from
18 to about 20 per cont in Lebenon between 1970 and 1972,

2/ In Irag the share of fixed capitnl formation in GNP fell
from 16.6 per cent in 1970 to 11l.1 per cent in 1974,

/eoo
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Investment activities have been clearly dominated by the
public sector in cach' of Democratic Yemen, Kuwait, Omen énd the
Syrian Arab Republic. i more balanced distribution to investment
between the private and the public scctor emerges in the case of
Jorcan and Saudi Arabia, with the private scctor taking the leadui/

On the cther hand, this sector showed o definite lead in the case

of iAbu Dhabi, Lebanon znd Yemen,

A similar tnalysis of the savings cffort in the Region (sce
Tablie 3) shows that the savings rate differed widely, ranging from
very high proportions of savings relative to GNP in the oil Countries,
to generally negative or mederate rates in the non-cil countries, In
verying degrees, Kuwait, Oman, Saudi Arabia and Abu Dhabi entered the
Second Development Decade with savings rates 2lready much obeve the
Decade's target of 20 per cent savings of tha gross product. These
countries, with the eXception of Oman, werce able to save an incre;sing
portion of their incomes, with savings everaging 65, 72 andg 43 per
cent of GNP in Kuwait, /ibu Dhabi and Oman, respectively, over the
period 1971-1974, and 71 per cent in Seudi 4rabia in the period
1971-1975, Needless to s2y, the savings record in these countries
also largely eXceeded the Decade's overall target of a 0.5 per cent
tnnual increase in the'savings/output ratio Suggested in the IDS for
all developing Cuuntries, '

In marked contrast, Democratic Yemen, Jordan and Yemen expoericnced
negative savings rates, wherces the Syrian Arab Republic managed to save,

°n the average, sbhout 15 Pir cent of its gyp.2/

1/ Availabie information shows that, over the pericd 1971-1974, :
the contribution of the public sector in Iraq to fixed capital formation 5
only slightly exceeded that of the private sector, with average cnnual o
bercentage shares of 6,9 and 6.2 per cent of GNP, respuctivelvy,

2/ Lebanon zlso managed to save around 15 Per Cent of its GNP in
the period 1970-1972. :

/0.0
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Negative savings by the public sector in both Democratic Yemen
and Jordan were partly offset by the savings of the private sector
which averaged 2.4 and 13.8 per cent of the two countries respective
GNP in the period 1971-1974. In Yemen, beth the private and public
sector were negative savers. In Kuwait, privatce savings by for
exceeded those realized in the public sector (49.4 per cent @s against
15.4 per cent of GNP over the same period). In Oman ond the Syricn
Arab Republic, private savings exceeded public savings, although to 2
much lesser degree, the difference being gquite smzll in the latter
country. Only in Abu Dhobi the public sector had a definite lead,
with a snvings rote of chbout 64 por cent, compared with only 8 per

cent for the private sector, in the period 1971-1%74.

On the average, savings have exceeded investment by very wide
margins in the oil-producing countries during the first half of the
current decade. In Kuwait, the savings/investment ratio averaged
obout 8 to 1, followed by Saudi Arebia, Abu Dhabi and Oman where it
averaged 6 to 1, 2.8 to 1 and 1.2 to 1, respectively. Moreover, the
savings-investment gap widened substantially in thesce ccuntries, with
the exception of Oman, where the savings/investment rate declined
steeply. The opposite has been true in Democratic Yemen, Jordan, the
Syrian Arab Republic and Yemen, where notional savings fell short of

investment recuirements, implying substantizl resource inflows.

5avings tended to exceed investment in the privete sector for
all the countries shown in Toble 3, 2nd for which the relevant
statistics were available, except in r~bu Dhabi and Yemen. On the
other hand, public savings exceeded investment in Kuwait, Oman, Abu

Dhaobi and fell short of it in the remaining countrics.

D. Structure cf Output

The zttainment of the overall cbjectives of the Second Development
Decade is linked in the IDS, inter alic, with the achievement of &

substaontial reduction in sectoral disparities and o rapid diversification

/oo




of thc structurce of developing countriest! cecononies. To this end
special emphaosis is put on expanding production in the manufacturing
sector, the target annucl rate of growth of which is set at 8 per cent

during the Decadc.

It can not be claimed that recent growth trends in the ECW.
Region have resulted in significantly more balanced economic structures
(see Teble 4)o Rather, developments in the oil industry hove further
accentucted the Regiont's already heovy dependence on oil preduction
and oil exports. Similarly, and in the face of o relatively narrow
production base, fast growth and the stepping up of development

expenditures hove meznt increased relience on imports.

In terms of its contribution to output, the shaore of the

mining and quarrying sector in Gross Domestic Product (GDP) rose
frem 47 per cent in 1970 to 54 per cent in 1975 in Seaudi nrabia, ond
maintained its relative position in both Kuwcilt and Oman at about

68 per cent of the total in 1974 and 1975, respectively. In Irag

g and sabu Dhabi, however, the share of mining ond quarrying in GDP
declined by <4 percentage points, to 28 per cent between 1971 and 1974,
in the first instance, and by & percentage points, to 56 between 1970
and 1974, in the second. It should be emphasized, howcver, that the
significance of the oil sector is not adequately reflected by its
overall contribution toc GDP in terms of value cddede. 01l revenues
constitute the main source of foreign exchange and are at the basis
of public revenue and, conseguently, the major determinants of the
level of imports and public sector activity in the cil-producing
countries. Mcreover, the beneficial effects of oil revenues are
increasingly being felt bevond national boundearies through financial

assistance to other countries in the Region and developing countries

clsewherc.
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Table 4. Structure - f Outiut, 157C-1575
(Fer cont f GDP)z/

Country ond pericd G D P Scrvices Conpoed ity Pr&du;ticnsg/
Tetol Agrie Monu~ Hining cnd
culture freocturing gusrrying
Bahrain 1072 100 20 B 1 50 26
1972 1 24 16 1 43 28
Denocratic 1470 100 69 31 22 5
Yoron ¢/ 1975 10 G2 38 23 7
Trog: 1271 o0 38 62 15 10 32
1974 100 43 57 12 10 - 28
Jordnn 1970 100 69 31 15 11
- 1975 14 64 36 1 17
Kuwoit Q/ 1974 100 { 8¢ 1 4 68
. 1973 106 25 5 - 4 c8
Lobonen 1974 1.C T 3 ‘ g 14__%//
1972 10C 7¢ 3 10 14
on~n 157¢ 100 7 93 16 - 69
1375 1 19 81 3 - 8
Scudd p 1977 16 30 T 6 10 A7
Arabic 1975 106 28 72 4 ¢ 54
Syrian Arcb 1577 100 56 a4 22 225/
Rceyublic 1975 1o €1 39 18 21~
Zbu Dhobi 1977 100 25 75 - 1 - 64
Unitced Arab 1974 17K 32 68 - - 56
Enir~tcs ,
T4 7 3
Yeron = 1678 1.7 35 €5 55 5%/
1975 1.0 41 59 48 S —
Scurce: Unitod Hnticns Lewncric Cernission for Vestern isin, based

on Cote cenpiled froo noticnnl ond intern~ti.nnl swurces,

Computed vith rcforcnee to GTF ot current foct: r cust fer Jerdan,
n4 censtont focter cest for Deuceratic Yeumon, Irag, Saudi frabic,
Syrian frcb Republic ond ibu Dhati, ot currcnt norkcet prices for
Brhroin, Kuvnit, Lebanen ond Ounn, ond ot ccnstont norket pricos
for Yericn,

o

A

Conpriscs agriculture, nonufoceturing, rining wnd guerrying,
ccenstruetion and utilitices.

Original dota excludes BP rofinery, bein: trested os nbnérosidont.
Fiscel yeors beginning 1 Lpril of yeor stoted.

Ixeludes jetreleunm roefining.

Fiscel Hijri yoors cerrosponding to the necrest calendar yorr stoted
Includes ceunstructicn and utilitico,

Fiscel yoors boginning 1 July of yeor statod.

of
Y
EL/
£/
¢/
y/
i/

Includcs utilitics.
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Also, there has not becn significant changes in the relative
importance of manufacturing in total output except perhaps in Jordan
(see Table 4). The Rugion, however, possesscs the financial resources
needed to introduce diversification in the longer run through
individual country's ¢fforts, os well as through regional and inter-

regional co-operation.

The manufacturing sector still cccupies 2 modest place in the
economies of the Region in terms of its contribution to cutput,
employment or cxports.;/ Aside from Bahrain, Democratic Yemen,

Kuwzit and Saudi Arabia, where oil refining dominates monufacturing
activity, industrial production in the Region lergely consists of

light manufacturing of the import-substitution type, with very little
spill-ovér to external markets, except perhaps in the casc of chancn.g/
More recently, however, several countries haove been deveting increasing
attenticn 4in their industrialization efforts to capital intensive and/or

export-oriented industries, bascd lirgely on locally aveilakle materizls,

The pace of industrializotion in the Region is axpected to
accelerate in the coming few years, in view of the sizeeble investments
planned for projects under active considerction. However, the
parallelism in the industrizlization programmes of several member
countries, perticularly in the cren of petrochemicals, fertilizers,
cement, iron and steel procduction, should be & cause of concern, s it
could imply considercble duplication and waste, cnd is inconsistent with
efforts to promote regional integration on o sound on enduring basisg 4

It should also serve to stress further the urgent need for co-crdinstion

and harmonization of industrializotion efforts in the Region.

1/ Its share in GDP, in the relatively more industrialized members
(Irag, Jordan, Lebanon ond the Syricn Arcb Republic), ronges between 10
and 17 per cent. It is of negligible importance in countries like Omon,
the United irab Emirates and Yemen,

2/ Prior to the events, the manufacturing sector was ex;andihg
very rapidly, with exports leading the process.

/0..
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svailable information (see Table 4) indicates & continuntiou
of the downward trend in the contribution of agriculture to total
output, Between 1970 and 1975, the shore of agriculture in GDP fell
from 15 to 11 per cent in Jordan, 16 to 3 per ccnt in Oman, 6 to 4
per cent in Saudi ircbiz, 22 to 18 per cent in Syrian Arcb Republic,
and 55 to 48 per cent in Yemen. In Irag, the share of agriculture

in GDP declined from 15 per cent in 1971 to 12 per cent in 1974.

The significance of agriculture for the Region derives from
the fact that it is not only an important generator of income, but
also a major source of employment and exports. The proportion of
the population basically depending on agriculture is estimeted to
vary between 50 and 80 per cent of the total, with the countries of
the Culf and the Peninsulc falling near the upper limit. Moreover,
agriculture supplies o significant shore of regional exports; in
1973, for example, agricultural commodities accounted for 97 per cent
of total export earnings in Yemen and 60 per cent in the Syrian frab
Republic. Furthermore, on the development of agriculture will depend
the Region's ability to cope with its serious food shortage problen

which has made it the largest food importer per head in the world.

is far as the distribution of total output between commodity
production and scrvices is concerned, the dominance of the former in
the oil economies is z reflection of the importance of oil in total
economic activity. In genercl, the shore of commcadity producing scctors
in total output has tended to decline over the first hclf of the current
decade in the oil economics. The same has becen true in the case of
Yemen, reflecting the decline in the relative importance
of agriculture. .t the same time, countrics traditionally dependent
on services such as Democratic Yemen and Jordan experienced significant
increasces in the relative share of commodity production; a positive
development from these countries!' point of view. In contrast, the
share of services in totcl output rose further in the Syrian Arab

Republice.

/--o




II. SECTORAL DEVELOPMENTS

As  agriculturc

Agricultural cutput in the Region incrcased during the first
half of the present decade at an average annual rote of 3.5 per cent.l/
Non~-fcod production was virtually stagnant, while that of food grew
at 2 rate of 3.8 por cent per year (sce Table 5). These results were
influenced by thc relatively favourable weather conditions that pre-—
valled during a number of yeors and Governments' cfforts to accelercte
2griculturzal development, the favourchble cffects of which on production
have been increasingly felt in cctivitics related to the livestock
industry. The massive investments being made in most countries towards
the c¢xpansion of irrigoted tgriculture are also having o gradually
increasing impact on the outcome of production, particularly in Iraq,

the Syrian arab Republic, Saudi arabia and Yemen.

4it the country level, ropid progress was achieved in the small
agriculturcl sectors of the oil cconomies of the Gulf, with expansicn
rates varying between 5 and 7 per cent per year recorded, except in
Omzn where overall .ogricultural growth averaged 2.3 per cent only.
The results in the othor countries were mixed, with above average
performance in the Syrian Arcb Republic and Yemen, and average

performance in Democratic Yemen (sce Table 6).

The performonce of agriculture in the Reglon during the first
helf of the current cdecade wos a definite improvement over the dis-
appointing record of the sixties, when the scctor barely grow ot all.
Regional output per head experienced even marginal annual increoses,

but production increases still fell considerallly shert of increases
in aggrecate food demand. The latter increcse is presently estimated

1/ sccording to preliminary estimates, the outcome of the Region's
agriculture in 1976 was 4.5 per cont better than the 1975 output. Need-
less to say, agriculturzl performance over a relatively short period of
time may not cccurately reflect the actucl pace ot which the sector's
development is procceding.  This stems from the fact that agricultural
production in Western hsiz, o predominantly arid ond semi-orid Region,
is cheracterized by wide annucl fluctuctions in outprut and, thus, 2 high
degree of instability depending on weather conditions ond availeability of
sufficient and timely rainfall.

/o.o




- 18 -

1/

Table 5., Growth of agricultural output in the ECWA Region,

(Average

1970 - 1976

nercentage rates

of growth)

1970/72 ~ 1975

1975 - 19753/

Tetal agriculture (net)
Food (net)
Non~food (net)

Agriculture per caput (net)
Food per coput (net)
Non-food per caput (net)

Crops (gross)
Cereals {gross)
0il crops (gross)

Livestock products (gross)

3¢
3.8
0-1

0.2
0.7
"'3-3

2.8
1.7
1.9
4.2

4.5
4.t
1.8

Source: United Nations Economic Commission for Western Asia,
based on data compiled from international sources.

;/ Based on production indices. .

g/ Preliminary.
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. A et o 1/, .
Table 6. Qrowth of Azricultural output—/ln ECVA countries,

1970 ~1976
(Average percentage rates of growth)
1970/72 - 1975 1975 - 19762/
Bahrain
Total agriculture 543 0.7
e —— FOOd 5.3 007
E Democratic Yemen
| Total agriculture 3.2 2.3
; Food 363 3.9
! Irag
Total agriculture ~2.4 12,1
Food ~2.4 12,9
Xuwait
Total agriculture 7.6 12,0
Foed 7.5 95
Jordan
Total agriculture ~4.7 30.2
Food -5.4 32,0
Lebanon
] Total agriculture 1.7 ~0.01
- Foed 1.5 ~0,01
Oman
Total agriculture 2.6 2.2
Food 2.7 1.5
Qatar
Total agriculture : 643 3.4
Food 6.3 344
Saudi Arabia
Total agriculture 6.2 2.7
Food 6.1 3.4
Syrian Arab Republic
Total agriculture Te3 -
Food ‘ 9.2 -
Yomen
Total agriculture 10.3 le4
Food 10,2 0.7
Source: United Nations Economic Comrission for Western Asia, based
on data compiled from International sources.,
on
l/ Basei/nct production indices,
2/ Preliminary,




ot around 5 per cent per yolr, cssuming plan targets are-net. The

attainment of 2.7 per cent of target growth raote for agriculturel
outputi/ will depend on the intensificotion of agricultural development
efforts, especiully in Irdg and the Syrion Arab Republic, which together

account for two-thirds of the Reglon's dgricultural output.

The achicvement of the IDS target, howwver, would still leave
the Regioniin o situatiocn where increases in food demand will largely
outstrip regional production, thus adversely affecting fcod and agri-
cultural trode. In 2 longer term perspective, such a situation is not
permissiblé nor tenzble. 4 better balance between food requirements
and production is imperctive, and this will require heavy emphasis cn

rural development and on increasing food production.

Progress in the livestock sgctor wos sotisfactory and largely
rosulted from efforts in o number of countries to develop the:livestock
industry, particularly poultry production and, on & more limited scale,
dairying (cows) and fattening. Crop production, perticularly pulses,
cereals, cotton and oil crops, gave 2 rathoer poor showing during the

first half of the ninetcen scventies.

ipart from rare excepticns, the major share of increasec

production camc from horizontzl expansion. Livestock numbers built up
rapidly and mcre lands, both raoinfed and irrigated, were put under
crops. The hcavy cmphasis on horizontal expansion in rainfed arees has
in the past, in many instonces, adverscly affected Yiulds and caused
severe environmentzl damage. This is supported by widesprecd evidence
from the cultivation of marginal and sub-marginzl lands ond the over-
stocking on the range which do not even hold the potenticl for marginel

production increases.

1/ This torget has been set after cnalysis of FAO's Indicative
World Plon (IWP) for the Near East Reglon und tnking into account the
IDS global growth target in agricultural production of 4 per cent per
annume

/.‘o




The Region's agricultural development in the past focussaed on
the maximization of crepped ared per unit of labour. The new strdtegy
should primarily be geared towards boosting labour productivity through
maximization of yiclds. In a short period of time this could result in
growing more valuable crops, reduced overhead costs and increased
resources for farmers, and botter possibilities for developing agro-

2llied industrics.
To counter inadequacies in basic agricultural knowledge and

poor level farming practices, it is of cruciol importance to moke an

all-out effort to inventorize and disseminate to the farmers the

ﬁ: knowledge readily availeble in the Region, Hence, the intensificotion
of agriculturzl production calls fur o powerful programne of field
demonstraticns, with priority to arccs showing great production
potenticl. Such & progremme would act 2s an ' eye-openers bringing

awareness of what the possibilitics for improvement are and whot

impact even the modest successes can have on formers! well-being., In
the longer term, the solution to the know-how problem bisically lies
in strengthening and upgrading agricultural rescarch institutes and
in building up or impreving the techniques of communication between

1/

authorities and farmers.

another important factor which merits emphasis is the urgent
need to cnsure timely distribution and availability to formers,

especially small cnes, of cdequate supplies of modern inputs and

implements. Conventioncl organizational structures have lergely
failed to bring modern inputs within the rcach of the financially

weaker farmers.

1/ 4 positive development in the Region to be noted is the
cstablishmont and start of operations of the Internationcl Center for
sgricultural Rescarch on Dr Yy fsreas (ICARDA), temporarily operating
from Damascus,

/400
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There is a widespread evidence in the Region of the possibilities

for substantial increasces in yield per unit of zrea through increeased,
more intensive and proper cpplication of zgricultural inputs and mecha-
nizaticn. Of poromount importance is increcsced fertilizer use as gulck

1/

impact can be expected from it.—

The constitution of food reserve stocks remains a matter of top
pricrity in the Region. In most member countries, the construction or
cxpansion of wheat storage facilities is underwoy or completed. In &
number of countries the building of a netion-wide network of stores
for livestock feed has reached advanced stages which will permit
recucing cyclical fluctuations cond disruptions. Much still nceds to
be done with regard to the elaboretion of adequate food reserve policies
(procurement, storage and distribution) and food management supply

policies.

Successful agricultural development in the Region is closely
linked to achieving integrated rurcl development. The provision of
needed inputs and increases in investments cannot alone achieve the
desired results unless the rural populction itself has cccess to
these resources and the ability and motivetion to maximize the benefits
from their utilization. Thus, priority ought to be given to providing
resources to rural areas and increasing the capocity of the rural
population to make effective use of these resources. Production
performance will prove successful in the long-term only if the cctive
participation of the smell formers ond landless labourers can be
secured in the short and medium run. 4An important area for action is
the generation of informaticn, with 2 view to identifying the rural

poor and elaborating action programmes in theilr favour,

1/ It is to be noted that internatiozal wmarket conditions put a
break on the rapidly increasing use of fertilizers in the Region where
consumption of nitrogenous fertilizers dropped by some 10 per cent in
1974 and did not show indications of picking up in 1975.

T
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The attainment of the IDS target for agriculture colls for o
higher priority to bLe accorded to agricultural development. It is
encouraging to note thot, in the néw ceveloyment lans of membor
countries, a more balonced approach higs been Sdopted, 2llucating an
inecrcosed shore of planned investment to the agricultural sector.

G
The cffective implementation of agricultural plansi/.prcsupppses
not only improving the cbsorptive cepacity of the scctor, through
expanding the institutional framework, Lut also the training of
sufficient experts in the identificotion, selcection, creparation,
appraisal and implementation of investment projects and in agro-industrial

2/

nanagement and administraticn.

B. Manufacturing

Despite the relatively high rotes of growth of the monufiocturing
sector (see Table 7), which is partly cxploined by the low initicl level
cf industrial development, the Region's econoumies remain highly Jepencdent
on primary 3ctivitic5u§/ Furthermore, the pottern of industrialization
has not Leen beasically altercy during the period under review cnd, s a
whole, remeins cheracterized by a norrow range of manufactured pradu¢£s
cend @ low level of speciclizotion. Cumplementarity in producticon is also
limited and relicnce cn cxtra=regional markets for the importation of

manufactured goods remains very stronge

1/ In the past, actucl cutlays on agriculture ranged between 30
cnd 60 per cent of plinned investment.,

2/ The F.O Near East Cu-operctive Progroamme cstoblished in 1974
ot the Regional Office in Coirc ond the FAO Technical Cou-operation
Frogramme, established in 1976 at Headquarters, Rome, ore good cxamiles
of the dynomic approach adoited towards sulving this crucizl srollem.

In 2ddition, FAO has pledged to intensify its efforts towards training
at the netionzl level large numbers of prople in project preparation and
tppraiscal, '

3/ Figures acvceilable for recent yers revecl that manufacturing in
the Region still accounts for less than 10 per cunt of total economic
. activity, as comparcd with around 33 fer cent in developud countrics and
i 20 per cent for thec developing countrics as @ group. See also Talle 4
& scction I-D, '

feooe




With the cxception of ¢ few industries, such os oil refining,

textiles, cement ond vetrochemicals, light inJustries, c-tering moinly

|
!

for the Jomestic market, such aos foud, beverages, tobaccd, cluthing,
footwear and construction materials, are sreponderant (sec Table 8).

Tn several countries, however, an increosing weilght has, in recent years,
been given to the develoment of o number ¢f specific hecovy industries,
including fortilizers and other chemical products. Plans for the
Jevelopment of petrochemicals cxist in Iraqg, Kuwoit, Saudi srabia and

the Syrian arab Republic.l/ Provisiouns for monufocturing agricultural

-n2 transport equipment, and ircon and stecl wroducts, ore olso incurporated

1

in the develcpment plans of Ircc, Soudd Arcbia and the Syrian ~r2l Republice.

In the mil-seventies, the value cof expourts of monufoctured products,
excluding refined oil products, accounted for o smell fraction (2 per cent)
of total merchandise exports, ©s against less thin & per cent «t tha
Leginning of the Dccadc.g/ This rate, however, is much higher in the non-
0il econcmies, reaching 20 ond 70 per cent in Jerden and Lebonon,
respectively. However, when refined preducts are included in the sicture,
exports of manufactures resresent seme 8 per cent of the Region's toutol
exports The largest part of this difference is attributable to Saudi
irabia, where refined oil exports in 1975 cccounted for more than 60 per

cent of the Regiont's total ex,orts of refined productse.

In 1975, morc than twe thirds of the Region's imports consisted of
monufacturel products. This Jdependence, on external sources however,
varied from 40 per cent in the case of Bohrain, Do ncratic Yomen wnd Yomen,
to more than 80 per cent in most other countries. Jurden's and Syria's

imports of manufactured products were clouse to the regiunal average, l.c.y

63 and 69 per cent, respectively.

1/ smeng the largest projects cnvisaged 1s the setrochemical complex
in Saudi irobiz which compriscs 23 plants producing annually o totol of 2.5
million metric tons of o variety of petrochemiccl products. The approximate
cost of these projects, which cre expected to Le completed Ly 1983, is
around $3.24 billion.

g/ The Cecline is attributable to the sulbstontizl increcse in the
value of o0ill cxportse

/..'
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Teble T. GCrowth of manufacturing output in the Region, 1970-1975
Average percentage groirth rate

Democratic Yemen'é/ ~7.8

Iraq'é/_ 11,7

Jordan b 12.6

Kuwait < 25,0

Lebanon d 15.6

Oman 50.0

Savdi Arabia e/ 4.4

Syrian Arab Republic b/ Te5

United Arab Emirates i/ 15.0

Yemen 10,9

Source: United Nations Economic Commission for Western Asia, basced on

data compiled from national and intcrnational sources,

'r_;)\
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&/

Relateos to 197C -~ 1974 and reflects an average decline of

9.9 per cent in valuc odded in refining and o 4.5 per cent
incrcase for other mnnufacturing cctivitics ot currcent
prices,

ased on industrial production indices,
Relates to 1970 - 1973 and bascd on currcnt value added datos
Relates to 1970 ~ 1972 and boscd on currcnt voalue odded daita.
Boased on constont prices valuce added dota and refleet averoge
growth rates of 1.5 and 11.4 per cont, respectively, in oil
rcfining ond the rest of the monufreturing scetor,

FVES

Relates to 1970 = 1974 ~nd to volue ndded ot conutant prices
for Abu Dhobi.

Bosced on velue odded doto ot constont pricco.
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only about 7 per cent of the t.tol cconomically active poﬁulation
of the Region is employel in monufocturinge. iveilohle figures for the
vileproducing countrics suggest thot persons engiged in manufacturing
represent roughly some 3 and 6 per cent in Scudi oarabic (1975) and Iraq
(1973), respectively, ond ore as high as 14 and 21 per cent in Bahrain
(1971) and Kuwait (1973), respectively. Lebanon ronks first aomeng the
non-cil producing countrices with some 18 per cent of its labour force

engaged in menufacturing (1970), followed by Jordon and the Syrien Arab
Republic, with 13 ond 12 per cent in 1975, resotectively. Food wroduction
is the largest cmployer in monufacturing in Ircc (21 per cent) and Kuwcit
(24 per cent), while the textile industry is the largest employer in the
Syrian irab Republic (29 per cent).

In recent years, the shire of menufocturing in copital formation
variced from 7 per cent in the cose of Kuwait (1972) tou 17 per cent in
Yemen (1971) and 25 per cent in Irng (1974). In 1974, Sytia's Gross Fixed
Capital Formotion in manufacturing and mining cccounted for 46 per cent of
totol capital formation, as agoinst only 18 per cent in 1970. This
jncrease is partly cttributoble to the stepping wg in ©il ox;loraticn ond
¢x,.loitotion activities, and j-rtly to the need to reconstruct o number of
me jor industricl establishments thot were Jomaged during the Octuber 1973
Arab-Isrceli wor. | '

With the exce.tion of Lebancn and, to 2 lesser extent, Jorden a
striking aspect of the growth of investment in manufacturing in the
countries of the Region has been the vigour with which the jpublic scctor
has Leen incrcosing its jcrticijation relative to thot of the rivate
scctore This tenlency is olsc reflectel in the current leveloiment
cfforts of the countries in cucstion. However, governments have Ciffered
considJerably in the ;usitions they hove token regnrding the role uf the
~ublic sectore In Irag and the Syrion .rol Republic, for instonce, whoere,
by virtue of naticnalizotion, mest of the lorge ond melium industricl
cstablishments ore now in goevernment honds, the shore of the jublic

sector in tetcl jlonnel investments in manufacturing is of the order of

/‘..
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90 er cent. 'In Kuwait and Saudi aralbia, as well as in the other oile
vrolucing countrics, prefcrence for irivate ownershi; and control of
menufacturing industry has not prevented the yovernments from undertaking

Y

large~scale projects in order te supplement jrivote efforts, Guvernments?
initiative have been cxercised noinly in the arcea of petrochemicals and
metallurgical industrics, where, by virtue of the mognitude of the risks
and the huge investment required, such industrics were not considerced to

be sufficiently attractive to the private sector,

Despite repentel Jeclarztions by the countrics of the Region in
favour of establishing cluser co~oeration among them in the m2nufacturing
field, achievements in this creahave not yet token o conercte form.
Hewever, there is an increasing recogniticn thot tro e liberzlization
clone may not be the most sractical method for Fromoting industrioal
development on a regional bosis.

The type of co-cueration which is pruscntly envisage.! tokes the form
of jointly-owncd, capital intensive ventures producing intermediate and
carital goods for the regional ond world markets. In this res;.cct, an?
considering the high priority cccorded to agriculturcl uevelopment Ly the
countrics of the Recion, scrious efforts cre Leing depleyel by regional
crgonizations to identify _essille intcr-country investment voportunitics
for the manufacture of cgricultural machinery and equirment. Prustocts
fur manufacturing railwcoys!' spare rorts, com,cnents and, «ventuzlly,
cquipment arce also receiving attenticn as rromising arecs for regional

Co=~cperation.
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Toble 8., Composition of the manufacturing scctor
(percentage distribution of value added)

(Coentinued)

IsIC Democratic Yemen Iragq Jordan Kuwait Syrion Arab Rep. Yemen
(1969-1971) (1971-1973) (1969-1971) (1969-1972) (1971-1973) (1972-15"
{avarage) (average) (average) (average) (average) (avers
All Excluding
Branches Refining
37. Basic metal Indust. (-) (=) (=) (0.2)
38. Fabricated mctal (17.2) (9.9)
products, machinery
and cguipment (1.0) (13.2) (9.9) (4.5) (3.7
395. Othuer industries (=) (=) (0.1) (0.9) (0.2) (0-4) (6.0
3. MANUFPACTURING 100.~ 100.~ 100.- 100.~ 100.-~ 100.-~ 100.

Source: United Nations Economic Commission for Western asia, based
on data compiled from international sources.




C. Petroleum ,
_ to

Developments in the oil incustry, since the beginning of the TY
current decade, have radically altered the nature of relations between ! ce
the oil-producing countries of the Region end the international oil wh

[
=)

companies in favour of the former. A~S a result, the setting of ci

se countries who also gainec increased = in s

prices reverted to the

N

certain cases complete -~ control over the exploitation of their cil

harp increase in governments' revenucSs

Y

The strategic importance of oil for the world economy implies - as

| resources, leading to a very s
|

|

|

|

| s - certain limitations on the freedom of

recent experience illustrate
action of the oil-producing countries with respect to setting both

§ price and production levels.

apperent effects of developments in the oil

industry, particularly since the fourth quarter of 1973, were to

f The immediate and

| accentuate the Region's dependence on this sector. In the longer-tern,

' however, higher oil revenues and accunulcted reserves provide the means

| for bringing about fundamental structural changes, not only in the

economies of the oil=~producing countrics themselves, but alsc in the

| Region as a whole, by combining these finuncial resources with the

human, agricultural and notural rescurce endownents of other cocuntriese.
The impact of the oil sector on the cconomies of the producing

countries continued to be felt mcinly through Government spending of oil

revenues, with little generated in terms of cconomic externalities znd

]

]

| linkages. Increased concern with intecrating the cil sector morc
&

firmly with the rest of the economy is reflected, inter—clia, in cfforts

to instal additional refining capacity, establish oil-based industrics

notural gas associated with the cxtraction

and make productive use of the

| of oil.
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4 major fenturce of the Region's heavy dependence on oil rolates
to the fact that mest of the crude cil produced is exported as such.
Thus, in the year 1974, the Region, as ¢ whole, oxported about 92 per
cent of its total cil praduction, comparced with 89 per cent in 1970.
While exports continued to flow mainly in the direction of Western
Burope and Jopan, some of the producers in the Region have been
searching for new export outlets for their oil. 4t the same time,
scricus efforts ore being made to expand nationally-owned fleets of

¢il tankerse.

The volume of crude oil production in the Region as & whole
increased at an average annual rate of 7.4 per cent over the first
half of the current decade, and by almost 13 per cent in 1976 (sce
Teble 9 ). This, however, concscled large variations in individual
country performances and over time. Thus, Saudi iarebia, the Syricn
srab Republic and the Unitced Arab Emirates recorded average increases
cf about 13, 18 and 16 per cent, respectively, in the period 1970-1975,
compared with about 8 per cent in Iraq, 5 per cent in Oman, 4 per cent
in Qater, and declines of 7 and 6 per cent in Kuwait and Bahrain,
respectively. Moreover, the expansion in crude oil production from the
Region reflected the fast growth in the period 1970-1973, followed by
an average rise of 3 per cent in 1974 and a drop of 10 per cent in 1975.
Notwithstanding these developments, the share of the Region in tetal
world output of crude petreleum increased from sbout 22 per cent in

1970 to 26 per cent in 1975.

~ number of factors countributed to depress world and regional
procduction of crude il in 1974 ond 1975, including recession, enercy-
conservation measurces, 2 mild winter in the industrialized countries,
and folling back on stucks folluwing the shorp rise in oil prices. In
some countries of the Region, supply availebilities (Bahrain and Oman)
and deliberate Government policy to restraoin production (Kuwolt) were

2lso important factors in depressing regional production.

NS
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Table 9, Crude-oil producticon in the Region
' ? Annual pegg;;tage Pércentage share
i growth rates in world output
1970-1975 1975-1976 | 1970 1975
i Bahrain ~5,9 -6.6 0.2 0.1
Iraq 79 ~5.2 3.4 4.2
Kuwait -7.0 3.1 6.6 3.9
Oman 5.1 7.6 0.6 0.6
Qatar 3.8 10.1 0.8 0.8
Saudi Arabia 13.3 1.8 8.3 13.3
Syrian Arab Republic 17.6 1.3 C.2 0.4
United Arab Emirates 16.4 15.2 1.7 3.1
ECWA Region 7.4 12.9 2i.8 26.4
World total 3.2 7.6 | 106.0 h 100.0

Source: United Nations Economic Commission for wWestern aAsia,
based on data compiled from national and international

SourcCese
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The slow rote of expansion in crude oil output in 1974, however,
was associated with @ very stecp rise in nrices and improved conditions
of exploitation which led to an increcse of the oil revenues in the
Region by more than fourfuld; from about $9 billion in 1973 to $43
billion in 1974;£/ In contrast, the declince in output in 1975 wos
associated with 2 relatively small (10 per cent)g/ increase in the
tax-reference posted price os of October first, following the freczing
of prices instituted by OPEC since January 1974. The successive raising
of royalty and income tax rates during the second half of 1974, and the
steady move by the cil-producing countries tc achieve full sovereignty
and control over their oil resources were offsetting positive develop—~

ments, given the declines recorded in output in several countrics.

D. Transpcrt, Communicaticns end Tourism

1. Improvement of port facilities

‘.44
jn)

Since the beginning of the present decade, port facilities
the Region have been greatly expanded and improved, especially in the
Gulf area, to mect the rapid expansion (actuzl and cnticipated) in
trade flows. The handling capacity of sevural portsé/ is estimoted to

have expandced by 30 per cent or more during this period. On the other

'}

hand, a number of completely new port facilities have been established,

namely, Port Mina Zayed (abu Dhaobi) ond Port Mino Gaboos {(Oman). Works

are also underway which will more than double the capacity of the ports :

&

1/ In 1970 oil revenues stood ot $3.1 billion.

@]

2/ Prices remained unchanged throughout the balance of 1974 and
1975. ias of 1 Jonunry 1977, prices were raised by 5 per cent by each
of Saudi arabia ond the United srab Emirates and by 10 por cent by the
other OPEC members. The latter group of countries decided also on o
further 5 per cent increazsce as of 1 July 1977,

3/ Including Beirut (Lebanon) priocr to the events, Basrn (Irag),
Shuwaikh (Kuw:it), Demmam (Ssudi irabia), Port Roschid (Dubai), and
Doha (Qatar).
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of Shuwaikh (Kuwoit), Um Qasr {(Gotar), Demman and Jeddan (suudi Arabiad,

and Port Rashid (Dubci), before the <nd of the currcnt decade. Plans

.

have also been finclized for the Jevelopment of the ports of Hodailda
(Yemen), Acden and Mukalla (Democrotic Yemen), Lotekia (Syrian irab

Republic) and igaba (Jordan).

2. Development of Nctional ong Multi-National Shinping Lines

[

Only four countrics in the Region have so for created notiona
shipping lines with flect capacity of some” significance, nemely, Irag,
Kuwcit, Lebanon ond Saudi Arabia. The 3yrian Arcb Republic hes recently
established 2 shipping company and has plons to acguire ships suitable
for operations within Conference arrangements. The present and ontici-
pated growth of imports and the aveilability of financinl resources have
led the countries of the Region to give serious thoughts to expanding,

and/or establishing merchant fleets.

In the ficld of oil transportation, thu arab Maritime Petrceleum
Transport Company (AM?TC)i/ ordercd two 386,000 DWT tankers for delivery,
respectively, in December 1576 an’ Hpril 1977, cnd has more racently
ordered two new 278,000 DWI tankers. »MPIC intends to increase its peld-~

up capital from $100 million to $500 millicn in 1977.

Under = second phase of invoestment, AMPTC intends to acquire
smaller tankers in the 80-150, and 40~70 thousonds DWT rénges. Phase 3,
which begsn in 1975, involves Lisuificd Petroleum Gos carricrs. Natidnal
0il shipping concerns have also been active. Scoudi snrabia has been
operating two 35,000 DWT tankers to supply crude oil from Ras-Tanura to
the refineries in Jeddehj; Kuwnit ond Irag, on the cther hand, hove,
respectively, tanker fleet capacities of 423,740 grouss registeraed

tons (GRT) and 17,098 GRT invclved in internctionnl shinping of oil.

1/ Owncd by 8 countries members of the srab Crganization of
Petroleum Exporting Countries, of which 6 are DCW. countries, namely,
Irag, Bzhrein, Kuwait, Qator, saudi Arabia znd United ..rob Emirctes
(Abu Dhabi).
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With respect te gencrcl ccrgo shipping, the mcst important of

the national enterpriscs is the Kuw2it Shipping Company (KSC) which has

17 ships in cperation =n: 15 more on crder. In Junc 1974, KSC signed a

33 - 35 -
contract for four 22,300 DuT multi~-purpese cargo carriers, to add to
nine previous orders in the 16,000 DWT rance. With these new ships
expected to be coming into operction soon, KSC will have doubled over
the current decade its shipping capacity on the Gulf-North america-Feor
East-Europe liner runs. The Iraql Maritime Transport Company, con the

‘ cther hand, owns at present 6 cargo ships with 2 total capacity of 556,400
‘ GRT and has two new 3000 GRT ships on crder. The Company is planning to
| add eleven new ships to its fleet over the next five years, thus

% increasing its capacity by 91,400 tons. Scudi Arabic operates at

| present 2 small fleet of eight cargo ships with o total capacity of

about 36,992 GRT, mainly fcr the purnose of coastal transport between

the different ports of the country.

It is worth noting also the plan for establishing a multi-national
shipping enterprise by the CGovernments of Bahrain, Gatar, the United arab
Emirates and Oman to cater for lincr wperaticons serving the Gulf area
from the United Kingdom and Northern surope, and from Japan and the Far
Last which would initially start operating with 3 to 4 ships in the
22,000 DWT Range.

3. Membership of Shipping Conferences

i Trade between the Region cnd its major trading partners is

! . . o 1
B dominated by well organized Shipping Conferences.—/
B

|

1/ Thesc are (a) The .ssocicted Continental Middle EBast Lines
(ACMEL) and its two related conferences; the U.K. Lines Agreement and
the Mediterraneon Middle-East Conference; and, (b) The Japan/Far East -
}‘! Arabian Gulf Liner Conferences, namely, the Jupen/India-Pakistan-Gulf/
L Jepan Conference (SCaGa), the Straits/Bombay/Karachi/irabian Gulf
‘ Conference, ond the Thailand/West Coast of India, West Pakistan and
éarabian Gulf Freight Conference. Most prominent cmoncg these cre ACMEL
and SCiLGA. The Kuwzait Shipping Company is @ member of both ACMEL and

SCAGA, whereas the Iragi Moritime Transport Co. is & member of CMEL
only.
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Mcmbership of @ liner Conference hes always been subject to

stringent conditions and often to the uncnimcus approval of current
members. With the actual and potential level of imports into the
region accounting for & major port of the traffic of all Conferences
involved in shipping into the Middle Bast, the bargeining positions

of national or multi-national shipping lines cwned by countries of the
Region epplying for Confercnces' membership should hive been greatly

enhanced.

4, Freight Rates

Freight rates for both dry cargo and tanker freight markets in
the Region followed closely world trends. From 1970 to 1972, both
weakened under the impact of low demand for tennage and rising supplye
Howcver, in the latter part of 1972, an upsurge of demand occurred and
cnabled the market to absorb not only new deliveries by the world ship-
building industry, but also an increasing number of recommissionad
vessels. Freight rates werc pushed to new heights throughout 1973 and
1974. These generél increases were reflected in the freight rates
applied by Shipping Conferences operating in the Region, which actually
cnnounced several increases over 1972 and 1973, It is further worth
noting that, in addition to those genercl increases Shipping Conferences
also applied»significant surcharges to a number of ports in the Region

X 1
on account of congestlon.—/

5. Tronsport and Communications Infrastructure

Railways
The total length of the metcr-gauge railways network still
functioning in the Region is estimated at 1849 kilometres as of December

1976. This netwérk, however, is being slowly phased ocut for lack of

1/ Beirut, Latakia and Dammam, among others, were faced with
surcharges which reached the levels of 2?5 to 75 per cent.
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demand reflecting competition from other modes of transport, eéspecially

road transport, the cbandening of certain scections Lucnuse of the gtoto

of war in the erea, and the gracdual replacement of nmeter-gauge railways,

éspecially in Iraqg, by the more efficient standard-gauge.l/'

The standard-gauge railways nctwdrk, on the other hand, has ¢

present total length of 3,392 kilometres. This network has been

expanding rapidly over the past few years on account of both new
construction in the Syrian irab Republic (600 kilometres) and tho

change-over to standard-gauge of formerly meter-gauge sections in Ircqg.

More than 2,000 kilometres of stendard-gauge lines are being further

planned for construction, mainly in the Syrian irab Republic aﬁd Irag,

to improve the rail connection between the two countries, and Possibly

through Kuwait to link the Saudi Arabian network with the Iraqi one

end, thence, . to Turkey and Europe. .

Roads

The total length of metalled/paved 2ll-wezther rocds in tha

Region is estimated at 362 thousand kilometres as of 1974-1975,

This network is being expanded rapidly, especially in countries

of the Gulf. Foremost émong the new roads under constructibn or planning,

until the end of the present decade, are 3,000 kilometres to be constructaed

in Saudi Arabig, including the proposed 50 kilometres ceusewdy connecting
the Eastern Province of Saudi srabic to Bohrain, 300 kilometres in the

United irab Emirates, 400 kilometres in Yemen, 110 kilometres in Onan,

and 150 kilometres in Democratic Yemene, In acdition, work is being
undertaken to improve the gecmetric ang mechanical specifications of a
number of existing highways, especizlly on internationsl links in Lebanon,

Syrian Arab Republic, Iraq, Jorden, Kuwait, ond Saudi nrabic,

1/ The only section of the meter-gauge network which appesrs to
still retain a commercial intercst and profitability for some years to
come 1s the section of the old Hedjaz Railway in Jordan running from
Zarka, north of imman to Ma'an, and its extension from Mz'an to the port
of Agaba which was completed in 1976 for the specific purpose of trans~
porting Jordanian prhosphate having lengths of 256 and 115 kilometres,
respectively. ‘
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6. Tourism

Despite the fact that the Region is endowed with & great variety
of touristic resources, tourism has been of real economic significance
for only two or three countries, namely, Lebanon, Jordan and the 3yrian

Arab Republic, as shown in Table 10 below.

Table 10. Number of tourists and receipts from
tourism in selected countries, 1974

Number of tourists Receints
Country arriving (in US ¢ Nillion)
Bahrain 200,000 cee
Irzqg 544,800 12
Jordan 544,913 30
Lebanon 1,511,131 356
Syrian Arab Republic 617,707 ' 53
Yemen - 5,000 eso

Source:  United Nations Economic Commission for Western asic,
compiled on the basis of national and internctional
SOUrcecsSe.

Plans are being laid down for further developing tourism in the
Region, especiclly in Lebenon, Syrian arab Republic, Jordan, Irag, Kuwait,
Democratic Yemen and Yemen, to exploit their touristic potential. This
includes the estcblishment 5f the appropriate infrastructure and facili-
tation of exit and entrance formalities, to be achieved before the end

of the current decade.




ITII. TRADE EXPANSION, ECONOMIC CO-OPERATION iAND REGIONAL INTEGRATION

The first hclf of the Second Development Decoade witnessed a world
commodity boom between 1972 and 1974 simultaneously with a world-wide
wave of inflation. The boom reached its peak in 1974 ond was followed
in 1975 by 2 deep rucession in the industrial countries. s a result,

the quuntum of exports from developing countries, taken cs o group,

‘fgll by 15 per cent and export carnings by about 5 per cent in 1975;

the first decline since 1958. The developing countries' shoare in world
exports rose from one-fifth in 1970 to 29 per cent in‘1974, but thaen
declined to 27 per cent in 1975. 4t the same time, the shere of the
Region in world exports expanded from 2.6 per cent in 1970 to 8 per

cent in 1974 and 7.4 per cent in 1975.

hAe Overall Export and Import Trends,

Attaining the overall growth target of @t least 6 per cent per
annum in the gross product of developing countries as a whole during
the Second Development Decade implies, inter_alic, an average annual
expansion of “somewhat less than 7 per cent in their imports and
somewhat more then 7 per cent in their exports:-. Thase torgets -
interpreted in terms of volume expansion - were exceeded by the Region
as a whole and in most member countrics during the first holf of the

current decade (see Table 11),

Compared with an average cnnual growth rate of 9 per cent during
the nineteen-sixties, the cggregate dollar value of merchandise exports
from the Region expanded at an cverage annual rote of 50 per cent in
the first half of the current decade, rcaching over $58 billion in 1975.
All countries, but notably the oil producers, contributed to the stoep
rise in export uarnlngs,l/ with the value of cil exports rising from
$5.8 billion in 1970 to $59.6 and $54.8 billion in 1974 and 1975,

respectively.

1/ The phenomenal rise in the Region's export earnings during the
first half of the nineteen-scventies wos largely concpntrateﬂ in 1974
when these earnings rose by 230 per cent. In 1975, export proceeds for
the Region as a:whole declined by 5.6 per cent.
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Teble 11. Export and import volune and price indices,

1970 - 1975

(Compourd rorcentzge ennunl rate of che anges 1970=100)

Unit value index Comniodity terne Volune index
of trade
Ixports Inports Exports Inports
Region (total) 38‘2/ veo cor 12 / cee
Iraq 46 14 32 6 26
Jordan 23 18 5 14 7
Kwwait 47 14 32 -11 12
Lebanon &/ 20 16 5 15 16
Saudi Arabia 46 15 32 9 30
Syrizn Arab Republic 24 17 7 11 13

Source: United Nations Econouic Commission for “eaotorn Azsic, Dbosed
on data compiled from international sources.

Exbort unit valuc index divided by the cqrrc sponding irport unit value indoxe

Relates to the poriod 1970 ~ 1974 qnd/bpsod on indiccs relating to the
"Asian Middle East" regfon which includcs in ”dQlthﬂ to the ECWLA countrics,

< e

Cyprus, Iran and Turkey.
o/ Relates to the period 1970-1974.
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The average annual growth rate of regional imports dCCthr"tfd
from 6.4 per cent over the last decade to 41 per cent in the period
1970-1975, with an 83 per cent increase realized in 1974. 41l countries -
with the exception of Democratic Yemen where imports seen ﬁo have
stagnated - contributed to the record import performence with the oil-

producing countries leading by substantial margins (see Table 12},

The expansion in the Region's export trade during the first half
of the current decade reflected mainly the effect of higher prices,
which rose at the average annual rate of 38 per cent between 1970 and
1974, and to a lesser extent an expansioh in volume averaging 12 pcr
cent over the same periecd (see Table 11). Available deta show marked
inter-country differences, with the expansion in the volume of exporto
ranging from 6 per cent per annum in Irag to 14 and 15 per cent in ’
Jordan and Lebanon,i/ respectively, and recording an average decline of
11 per cent in the case of Kuwait. Similarly, the recorded rise in the
Region's imports is explainable, to a considerable extent, in tcrms of

higher prices, but with generally similar or higher increases in volume.

The faster rise in export prices relative to those of imports
has resulted in improved commodity terms of trade, i.e., the ratio of
export to import prices. In the thrce oil=producing ccuntrics for which
the relevant stétistics were available, namely, Iraqg, Kuwait and Saudi
Arabia (see Table 11), the comnmodity terms of trade index showed an
improvement of over 30 per cent, on the average, during the first half
of the current qecade° However, in the case of Jordan, Lebanon and the
Syrian Arab Republic the corresponding improvement averaged 5 to 7 per

cent per annum.
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Recent trade developments have tended to reinforce the positive
trade balances in the oil aconomies - with the exception of Bzhrain
whose trade balance continued to be negative except in 1974 when a
surplus was recorded - and to accentuate the trade deficits in the
non-oil economies - ¢Xcept in Democratic Yemen whose trade balaonce
showed & surplus during the pceriod 1974-1975. Thus, the combined surplus
of the former group of countries rose from $4.2 billion in 1970 to $48.9
and $37.4 billion in 1974 and 1975, respectively. In contrast, the trade
deficit in the latter group deteriorated from $0.8 billion in 1970 to
$2.2 billion in 1574. The ratio of exports to imports in the oil
economies rose from 2.7 in 1970 to 5.5 in 1974 and fell to 2.1 in 1975,
In the non-oil economies, however, the ratio, which remained virtually
unchenged throughout the period 1970-1973, slightly improved to 0.5 in
1975,

The record export performance, notably in 1974, enabled the
countries of the Region to make substontial additions to their inter-
national reserves,i/ which rose from $2.4 to 532.5 billion between
December 1970 and 1975.3/ Saudi arcbia's additions to total reserves

were the highest, rising from $0.7 billicn to $23.3 billion.é/

1/ Refers to gold and foreign exchange holdings by monctary
authorities, the rescrve position with the Fund, plus Ipecial Drawing
Rights wherc applicable,

2/ Partial data for 1975 reveal that the countries of the Region
continued to accumulate reserves and, by September of that year, their
cumulative reserve position reached $25.6 billion.

3/ Significant =dditions were also made by Iraq, Kuwait and the
United aArab Emirates, whera reserves increased from %462 to 2,727 million,
from $203 to $1,655 million, =nd from negligible zmounts to $289 million,
respectively. It is also worth noting that, by the end of 1975, Lebanon's
reserves stood at $1.6 billion, only $100 million below their corresponding
1974 level, compared with $0.4 billion in 1970.
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saudl rrobi

Reloting rescrves to merchandise imports,

as the country with the highest resorves/imports ratio (see Teble 12).

rently high reserves/imports rotio is merely 2 reflection

Yemen's appé

of the low level of imports.

In Irca, Kuwalt, Jordan ond Lebanon,
reserves have generally been adequcte to meet import requirements,

covering between 7 and 8 months of imports. Democratic Yeman, the

Syrian Arab Republic and the small oil-producers, including Oman, whos=

highly satisfactory ratio deteriorated after 1972, continued to have

the lecst adequate reserves/imports ratio during the period under review;

were borely sufficient to cover 3 to 4 months imports zt

in 1975 reserves

prevailing rates.

B. Export Diversification

The IDS puts considerable emphasis on the objective of diversifying

the expcrt trade of developing countries, both in terms of commodity

composition as well as geographical concentratione.

The striking feature of the export trade of the 0il economics is
. . . . . /
their extreme - and in certaln cases increasing

thot has been achieved by way of dive

and the very little r
£n o considercble degree, the

(see Table 13). While re-exports explein,
relatively high and growing importance of manufactures in tho export tracde
»f Bahrain, Kuweit ond Qatar, it is worth noting that roccent trends have
been strongly influenced by the expansion in production ond export of
zluminum in Bahrain, and of chemical fertilizcrs in both Kuwailt and Qatare.

In the case of thc non—oil_economics, significant progress towords
increésing the relative share of manufactured ond semi-nonufactured

products in totzl export carnings SECms to have beon achieved only in

ported as crude oil, except in Kuwait
products cre relatively important,
ist entirely of refined products.

1/ The. bulk of thosce 1s eX
and Saudi Arabie, where refined oil
end in Bahrain where fuel cxports cons




Lebanon and Jordan.  Lebanon represented a unigue case in the Region
where cxports of manufactures, even ot the outset of the current decade,
were significantly morce important than those of primary commodities and
kept increasing to reach cround 70 per cent cf total export earnings in
1974 Over the first half of the decade, the share o¢ manufactures in
total Jord nltn exports alsoc increascd from cbout 13 to 20 pcr cent.

In the Syrian Arab Republic, on the other hand, the relatiVQ shore of
monufactures declined to less than 8 per cent in 1975, mainly as ¢
result of the emcrgence towards the end of the ninete Ln—51xt1 2s of crudc
oil, as an important =nd rapidly expanding export item which, ct the same
time, reduced the country's rcliance on its traditional exports, notably

1/

cctton.=

~mong the obstacles that hove hindered the procuss of export
diversificetion in the Region in the dircction of menufocturced and
semi-manufacturcd goods, probably the more cffective one relztes to the
narrowness of the industrial production base and the inwerd-looking
oricntation that the aevelopment of manufacturing industry in the Region
has generally, and until recently, token. Related to this, is the
cvailebility of highly competitive products from wutside the Region and

restrictive business practices on the part of tronsnationcl corporctions.

The secund major obstaocle relatos te access to world markots,
particularly those of developed countrics.  International action to
facilitate the export of monufocturcd ond scemi-monufoctured goods fronm
devceloping cbuntries to the markcets of developed countrics, which cul;
minated in the introduction of the Generalizoed System of Preforcnces (Gsp),
at the beginning of this deczde, turncd out to be of only mzrcinal
immediate benefit to the countrics of the Region, in view of the

restrictions major donor countrics impesed on their recdiness to import

1/ 0il accounted for 70 per cent of the value of Syrian exports
in 1975,
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certain products of cxport interest to the Region (cage textiles), the
relotively unimportent position of menufacturcs in export trade, and the
fact that very little of eXported manufactures were morketed outside the

Region.

\
The countries of the ECWA Region, however, together with cther
developing countries, have an opportunity, in the current Multilateral

Trade Negotiations which cover trade in both primary commoditics and

manufactured goods, and tariff as well as non~toriff borriers to trade,

to work® towards improved cccouss for their cxports in the morkets of

their major trading partners. In this cennexion, the findings of a recent
study on the “Structurc of Trade Barriers Pacing Products of Export
Interest to the ECWa Countrics in Threco Developed Markcts“i/ are worth
noting. It was found cut thot countries »f the Region would face the
highest toriff barriers on food, tubacco, mineral fuels, animal ond
vegeteble 0ils and fots, chemicols and other miscellancous monufactured
articles in the threc developed markets coverel. Restrictive non-toriff
measures are  also  prevalent in the threc morkets en food, petroleum and
manufactures. However, very few current cxport items wre subject to non-
toriff measurcs, largely discretionary licenscs. It was further concluded
that it would be in the interest of ECW. countrics to participate in the
multilateral trade negotiotions in order to wnsur. that trode barriers on

n
actual and potenticl e¢Xports ~re reduced.

N

C. Regional Cou=operation ~nd Economic Integraticn

The aspect of regional cuo—oupercotion which has received the most
emphasis until the lost fow yeors concernad the expoansion of intra-regional
trade. Notwithstenling the offorts of the Council for arcb Econcmic Unity
(CAEU) and the creation of 2n arab Commen Morket (ACM), the growth of

intra-regionzl trade <¢ild not live up to cxpectations and was rather

1/ Prepared by the ECWa Regional Project on the Multilatersl Trade
Negotiations ond covering the EEC, the United Stites and Japan.
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certain products of oxport interest to the Region (e.g. textiles), the
rcelotively unimportant pesition of manufactur.s in export trade, and the
fact that very little of wXported manufactures were marketed outside the
Region. :
The countries of the ECWA Region, however, together with cther
developing countries, have an opportunity, in the current Multilateral
Trade Negotiations which cover trade in both primary commocditics and
manufactured goods, and toriff as well as non~toriff barriers to trade,

to work towards improved access for their cxXports in the markcets of

their major trading partners. In this connexion, the findings of a recent
study on the “Structure of Trade Barriers Facing Products of Export
Interest to the ECWA Countries in Threc Developed Markcts“i/ are worth
noting. It was found cut thot countries of the Region would face the
highest tariff barriers on food, tobacco, mineral fuwls, animal and
vegetable oils and fats, chemicals and other miscelloncous manufactured
articles in the throo developed morkets coverced, Restrictive non-toriff
measures are  also  prevalent in the threc markets on fuud, petroleum and
manufactures. However, very few current cxport items Lre subject to non-
toriff measures, largely Jiscretionary licoenses. It was further concluded
that it would be in the interest of ECW. countrics to participete in the
multilatceral trade negotiations in order to onsure that trode barriers on

actual and potenticl eXports “re reduced.

C. Recgional Ce=operation “nd Ecunomice Integraticn

The aspect of regiona2l co-ouperction which has reccived the most
emphasis until the lost fow yoors coencerned the expansion of intro-regional
trade. Notwithstanding the cfforts of the Couuncil for arcb Econcmic Unity
(CAEU) and the creation of &n sarab Commoun Morket (ACM), the growth of

intra-regioncl trecde did not live up to ex ectaticons 2nd was rather
= I

1/ Prepared by the ECWA Regional Project on the Multilatersl Trade
Negotiotions and covering the EEC, the Unitoed St-tes and Japan.
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disappointing. Although the dollor value of intra-~regional trade rose
substanticlly since the beginning of this decale, with exports increcsing
from cn average of $0.4 billion in 1968-1970 to 52.1 billion in 1973, and
imports expanding from $0.5 to $2.5 billion cver the same period, in
relative terms the respective shares of exports cnd imports in the
Region's overcli trade fell from 7 to 3.7 per cent and from 15 to 11 per

1/

cent o~

The Region provides only o marginal outlet for cexports frum the
©il ccocnomies, reflecting the overwhelming importaonce of oil, most of
which is consumed outside the Regicne. In contrast, the Region remcins
2 major morket for exports from the non-cil cconomies, netably Jordon
and chanbn, and the main outlet for member country exports of manufzctured

. 2
ond semi-monufactured gocds.—

Several ¢xplenations haove becn advanced for the discppointing
performance of intra-regicncl trade, including wesknesses in the tronsport
systaems, differences in economic systems and levels of Jdevelopment,

shortages of forelgn cxchange, usce of teriff ond non-tariff borricrs, ond

more favourable trade relations with countries cutsicde the Regione

1/ It moy be worth peinting out that intro-trade of the countrics
members of the CAEU ond ACM has been generclly Jeclining in relzotive
importance. Thus, intra-iACM exports and impoerts, which represented 4
and 5 per cent of the group respective flows in 1968-1970, declined to
1.6 and 1.8 per cent, in 1975. The corresponding intro-CiEU trade flows
declined from 3 and 5 per cent to 1.6 and 2.2 per cent over the scme
periode.

2/ About onc-third and over two fifths of Jorcdan's and Lebanon's
respective exports in 1975 were morketed within the kegion. On the side
of imports, the Region supplicd one=hcolf and cne-fourth of 1975 imports in
B-hrain and Democratic Yemen, respectively, 17 per cent in Jordlan, and an
averoge of one-tenth in the remaining countries (excluding Irag, Kuwait
and Omaon where the Regiont's shore in imports wos less than 5 per cent).

/...
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Criticul osscssnent of the performance of intra-regional trade
has led to the voicing of new approaches. 4t the core of the pruposcd
change in approach lics the rcalization thot the development of the
production structure and basc, aleng cemplementory lines, is the
essential prerequisite for expanding intra-regional tr:dc.i/ This
awarencess haos been reflected in the growing c<nthusinsm for co-operation
in the field of production, morc particularly through the promotion of
joint ventures. It is ¢ncouraging, morceover, that this has been tcking
place at 2 time when several countries of the Region cre accumulating
surplus funds at unprccedented rates, and for which the Region could
previde & natural cutlet. Thesce cevelopments have also coincided with
the start of opurations of the first regicnel development bonk, namely,
the arab Fund for Econumic znd Soeial Duvelepment, as well as exponding
and/or establishing notional develspment finonce instituticns with a

regionol scope of operation.

Mainy of the prublems and impediments to foster development in
member countrics can perhops be overcome enly within 2 regionol context.
The prospects of transforming oxisting complimentzritics mmeng the
economies of the Region intoe productive unduertakings has boen grontly
¢nhanced by the recent Covelonments 2ffecting the ¢il industry. The
resulting sharp risc in oil rovenues has cndowed the major oil-producing
countrics with a financicl surplus, o portivn of which could undoubtedly
be usefully combine! with humon, “sriculturzl, mincrzl ~nd cther

resources avaollable clsewhere in the Region.

1/ With a view to achieving 2 more ropid exponsion of intra-rogicnal
trade than hithirto, studies cre now being mede of mecsures to remove the
barriers to reciprceccal trale, ©ege, the cstablishment of forcicn-exchange
quotas foer cach State to fincneo reciproccl trale other than trade resulting
from bilateral agrecments; the formulaticn of o systen whereby toemnorary
permission cuuld be given for eXceptional restrictions to be imposce? on
trzde; the cstoblishment of dispute-~settlement machincery; the cstablish-
ment of trade offices Ly each Stote in the territury of others, ctc. o
aroft common tariff nomencl-turc has boon rrepared onl there is o propoeszl
to set up 2 centrzl custums administrzticn, whercby - common oxtornal
tariff is established and the customs revenue cquitably distributed among
member stotes, but these hove not yet been approved by the members of the
CALEU.

/a..
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In oddition to the finonciesl aspect, co-uerntion omong member
countries has been concerned moinly with the cstoblishment of new, ond
strengthening of c¢xisting, institutions and untertakings Jdealing with
the promotion of regional ¢ccnomic ce=operaticon ond integration, the
sctting up of joint ventdrcs, s well as the conclusion of co—-operation
agrecments.

In the oreo of institution puilding, @ significont SJevdlopment was
the establishment of the arab Munctary Funl, with on initial capitol of
250 million Arad Diner Units (SDRs 750 million). The objectives of the
Fund are to prctect the currcncics of member States, help to meet bolaonce
of pnyments Jeficits cnd provide Jdevelcopment finance =t low interest
rates. onother significoent Jevelorment in this cred wos the fourfold
increase in the capitcl of the aral Fund for Economic and Sccial Develop-
ment, to KD400 million.

Severcl juint venturcs in the crecs of financial institutions,
shipping, petroleun, livestock, mining and menufacturing development
have been established in the veriold reviewed involving substantial
investments. The impetus for the setting up of juint ventures has
generally come from Governments, intcr-governmental orjonizations (ceye,
the CAEU), and the Organization of irab petroloeum Sxporting Countrices
(OAPEC) .

Another ospect of rcgicnclAco—opérétiQn has becn the conclusion
of o number of bilateral trodc and co~uperation agrceanfs, including
an agrecment on co=créinntion ond co—operotion between Jordan ind thu
Syrizn arch Republic, covering industrial joint ventures, mutucl tox
¢xemptions, thoe creation of ~n industrial froe zone on the boarder, puwer
network linkages, «tce; the technicel and cconcomic comuperation agreement
and trode Jeveloument protocol between Irag and Jordang the agrecment '
between Bohrain and saudi Arabic for Jeveloping and strengthening thedr
cconumic and trade relotions Ly sromoting juint Jevelopment projectss

granting capital invested by cach country din the cther the some staotus

/...
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&s naticnal capital, excmpting certain prolucts from customs duties and
the unification ¢f customs procedures; and, an agreement between Kuwait
and the Syrian Arab Republic for co=uperation in development, construction

and housing ventures in the latter invelving on investment of $200 million.

Finally, in the important area of plon co=ordination and armonization,
the planning sub-committee recommenced to the Secretariat of the Council of
Arab Economic Unity to set up 2 time schedule to achieve plan co-crdination

and harmonization between the Arab countrices as of 1981.

Co~oyerction.bctween member States of the ECWA Region and developing
and developed countries in other redions deepened in the period under
review. The successful move to gain control over their cil resources, and
the concomitant sharp rise in financial resources of oil-producing member
countries, have been instrumentzl in prompting and making possible closer
inter-regional co-operation.  So for, this co-operction has been of a pre- -

" . . 1 . . \
dominantly financicl nature.~/ However, new avenues are being considered

and sought counstantly to widen and deepen its scope,

In attempting to Luild closer ties and cu~operation with other
rcegions, the countries of the Region vloyed cn effective role in the
context of the Afrc-irch dialoguces Such efforts, however, have not been
confined to relrntions with developing countries, but have zlso been
extended to developed countries. Several meetings, grouping arab and
European experts, were held in the context of the Euro-iarab Dirlogue

concerned with co-cperation in the fields of incdustry, infrostructure,

1/ Between January 1973 =nd June 1975, concessional and non-
concessiocnal flows committed to developing countries and multiloteral
instituticns by the five oil=procucing countrics members of OPEC (Iraq,
Kuwcolit, Qatar, Soudi srabia znd the United arch Emirates) amounted to
$17.74 billion, of which $£11.85 Lillion werc bilateral and $5.90 billion
multilateral. Disburscments, however, totalled ¢nly $8.79 billion, of
which $5.51 billion were bilateral ~nd $3.28 billion multil-oteral,

(see: UNCTAD, TD/192/5uppa.l, Table 6, 1. 63).

/'..




cgriculture and rural CuVelopm;nt, financial co-operation, trade,
scientific and technolougical cu-operation, culturcl co-uperation and
issues relating to labour ond sociel cffoirs. The fact that very little
in terms of concrete results his boeen achieved so far is largely a
reflection of the divergence in the promises from which the two sides
view the dizloguej; the firab side cttaching basic imnortance to the
political aspects of the diclogue, while the EBuropean side ottributing

more significance to the econcmic, cultural cnd sucial cspects.
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IV. 5SOCI.L OBJSCTIVES AND DEVELOPMINT OF HUMAN RESOURCES

ie  Soci=l Scrvices ond Welfare

The period reviewed witnessed substanticl nregress in the Region
towords the cchievement of the ¢ocls sct by the IDS in the social field.i/
-Governments cllocated more resources tu the sucicl secturs and clso, in
several instonces, encouraged activities by non-governmental agencicse
-The major achievements in the socicl ficld have been in cducotion ant
health. Soccicl welfare tencded to lag behind, locking in pruvrommes ond

trained personnel.

Progress was most striking in the crea of education, where several
ceountries came close to attoining the IDS ool of universsl enrolment of
children of primary scheol cge. In sume countrics, however, primery

schoouls still enrol less than 50 jper cent of the relovant oge yroupe The

main problems facing such countries are the shortace of teachers,
especially of traoined tecchers, and of textbooks and tecching materials,
Related to the cxpension of ¢lucation focilities is the graduszl
2/
decrease in adult illiterccy.— The reduetion of illiteracy, however,

continues to be o slow process.

Secendary schoul enrclment continue) to increase, with raopi!
progress made by several of the uil—ﬁruiucing cuuntrics, notobly Kuwcoit.
E Enrolment ratios at the seconlary level remain low, however, reflecting
the common practice of iscentinuing clucction after completion of the

primary cyclcee The more Jevelopel countrics of the Reglun have becn able

1/ in exception tu the record of continucd progress was Lebonun,
where civil Jisturbances resulted in widespread unemployment, the closure
¢f almost all schoucls, znd the cessaticon of community services.

| 2/ Irzq, for example, was able to reduce the illitercacy rate for
| adult males from 61l.0 per cent in 1970 to 58.5 zor cent in 1975.

/...




to retoin @ somewhat larger proporticn of the sceonlor schouwl age

o l r ~
group in schools. Incrense cnrolments mereover tend to be in “ccadlemich
secondary schools rather than in the grently neeled fiecllds of voeaticnal

and technical educction.

In the field of hezlth care, scome of the countrics have made yreat
progress, offering mediccl care to 211 citizens ot little or no cust.
This has been possible where finonciol resources exist, the population is
relatively small, and geograrhic barricrs Jo not impede the Jelivery of

health care.l/

Other countrics in the kegion, with relatively large populotions
an mountcinous terrain, hove had Cifficulty in ¢Xpondaing the health
sector, both with resieci to preventive onl curative henlth muasurcs.g/

4 particularly ccute shortage is in the ares of troined medical persunnel,
both high~ and middle~level.  The low-income membor countrics tend to lose
such perscnnel as quickiy os they are traoined, while cther countries rely

heavily on personnel from countrics outside the Region,.

In 2 number of countrics, mojor medical cemplexes have been
established to provile centres for he-lth elucntion ns well s poeints
for the Jdissemination of new iJecs in rreventive ond curative medicinc.g/
These centres hove an important socicl impact in incrensing awarencess of

the importance of melicnl core ond meintaining high standor’s of service.

In the ficle of heusing, neels remein acute in the Regione Four

major ~chievements, however, can be ilentificd (~) large increcases in

1/ In Bechrain, for example, the rotic of hospital beds to jpopuletion
reached 4.1000 in 1974, o creditoble achievoment.

2/ In Democratic Yemen, the bel/reoulation retic w2s 144:1000 in
1974, while in SauJi irobia it is planne! to recch 2.5:1000 by 1979,

3/ &n Ccxample of this is the new King Fciscl medical centre in
Srudl Arabic,.
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financicl resources z2llouccotel to housing progrommes and to reol estate

benks permitting an ¢xronsion in censtruction activity; (b) extensive
manufacture and use of nrefabricated glemcnts;i/ (¢} improved odministration
of housing progrommes, largely Jue to the better training of poersonnels

and, (Jd) the initiation of large-scale housing projects for rural nrease

¥he countries of the Region cre cttempting to improve rurel living

standor$d by ¢iving increasing attention to the social aspects of rural
development thirough such measurces as the setting up of agriculturcl coe-
operatives, provisicon of hezlth and cducational services and rural settle-
ment plcenning. In some instances, these measurcs take the form of an
integrateld rural Jevelopment scheme, as in the Jorlan valley development
plan,in the Northcern areas  Rurcl Development Project of Democratic Yemen,
and scveral pruojects in Irag. attention hos elso been given to incrcased
population involvement in rural Jevelopment projectse  In Yemen, “Loccl
Development Associations™ participoted fully in the Jevelonment of their

respective rural areas, proposing and administering projects and Progrommes.

The expansion of ¢ducational and heclth scervices have had o
favourable impact c¢n the well-=being of children. Governments'! attention
has 21so been given to such important areas as nutrition and feeding
progrommese  Althouch infant mortality statistics acre not cvailable, it

is believed that the rate has been steadily eclining.

Youth progrommes hove tended to cencentrate on athletics and on
increzsing pelitical conscicusness. Youth have b@hcfittcd from the
expension in sccondary and higher elucction, but there hos been insufficient
cttention peid to the nceds of cut-of-school youth, especizlly in the arco
of employment. Most countries of the Region have established 2 ministry

concerned, ot least in port, with youth offairs.

1/ Iraq has established four new factories for this purpose ond
new factouries have also been estcblished in Saudi rebia, Kuwait, the
Unitced Arab Emirates and Oman.
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Progress continued to be made in intcegrating women into the
cevelorment effort, with some Countries recording significont achievements,
notably in the fiel?! of gducation.l/ Women hove also been Qntering
¢ainful employment in grenter numbers.  Overall perticipation r:tcs,

however, continuce to be low.

B. Develorment of Humon Rusources

National policics in the field of humzn resourcces Jevelorment have

not yet been formuloted in the countrics of the Region, 2lthough important
steps have been tiken in this Jircctione Gouvernment offices hove been sct
up to dcal‘with porticular sectors, such as women's «ffairs, and have in

some cases been chorged with policy formul-tion. It remains, however, for
such poulicies to be elaborate ond translated into progrommes and projects
for achieving on intocrated aprrocch to the Cevelopment of human resources.
In the ﬁeantime, public cutloys reflect o strong commitment to the improve~

2
ment ¢f human rcsources.—/

There cre four major pPulicy issucs related to the development of

human rescurces that deserve special. attention. The first of these is the
linkage of elucotional Progrommes to employment and netional cconomic needs,
In nearly every country, the exponsion of education had fuollowed the
traditional Sucondary—schpol—unch:sity pattern, with insufficient em:hasis
neither on technical onc vecationzl training nor on university-level
programmes in scicntific and applicd fiells. =« remedy for this situation
is tv formulate poiicicé and plans ot the regional rather than the national

level.  In this woy, particular nationel needs and programmes can be fittel

1/ In the Syrian arab Repulblic, thc number of girls in secondary
education increasc: from 17,330 in 1970 to 30,330 in 1974, an increase of
75 per cent in feour yearse. In Yemen, where Great efforts arc bein, maode
to crcate an educational system, the number of girls in rrimary schools
increased froum 8,263 in ‘1970/71 to 22,788 in 1974/75. ’

2/ In Qater, for instcnce, the number of teachers ot all levels of
instruction has bLeen increasing even more rapidly than the number of
students, and the educaticn budigyet shows this beneficial cmphasis,.

/...
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into the overall regional needs.  Recent yen

*r's hove witnessed o number of
initiotives ot the regional level, including convening seminars and
Further action at the rejic
member countries to Jdeal m

inter-

guvernmental mcetings. 2l level will cnolle

wre offectively with the

unemployed schoule
leavers and underemploved school

and university gradustes,

4 secynd policy issue relates to the

Jdispority in development
between rural and urhon areas, Some countries of the

Region are attempting
tu reduce this dispority Ly giving increosed Attention to rurol cevelopment.
It must be emphasized, however, thot purel development must be concerned
with the socizl ns well &s the agricultural dimensions.  Inercascd nroduc-
tivity must benefit e Lrolucers, and

this may best be cffected through
& policy of integrotol o

1 develonment.

«mong the countrics in the
Region that arc beginning to 2pply on intograten
Yemen, Iraq, Jordan onc he Syrian Lrch Repulilic,

“Ppruach cre Democrcotic

a third policy issoe concerns ol

NC improvement of the human
énvironment. Theo countrics oF the Region hrve Ceclt with this question
in pieccmenl fashiun, for exomple, through urbon plonning
of louenl anti-pollution medsures,

to be Jeclt with ot o

or the introduction

The improvement of the environment neads

higher level, with - well-formuleote policy cnd
appropricte administrative machinery,

i fourth poulicy question relntes to the op

provriate role of sueial
welfare progrommes:

the enphasis to Lo given to romedial measures, to
Ly develupmentol activitics.
plece in every countryis

- -
(S S TN

preventive meosures, Remelinl measurcs
have a plan, with assistance being

grouprse Thore

siven to dis-
advantaged individucls on is growing awarencss thot
remedial measurcs must be joined with cevelonmentol “ctivities, such
cr retraining, and with br

fields as improved hovising;

as
preyrammes for training cventive measures in such

and community facilitics,

Ce LEmnloyment ang

+n lmportant feot e

of the cicloyment situation in the kegion is

of the pepuletion in the 1z

the low level of participaticn

bour forece. On

/oae
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the whole, this participation Jdid not improve in the first helf of the
present decade and its rote rarely exceeded 25 er cent of the total
populaticn, s 2goinst cstim-toed ~verage rotes of cbhbout 45 and 4l por

cent in 1970 in the industriclized and developing countrics, rcspectively.
Such a lew rrte of particinction in netionnl cconomic activity can only
scrve to cmphosize the magnitude of the minpoewer under-utilization probleom
in the Ruegione.

Reflecting increrses in the size of the population reaching working

articipation rates in some countrics of the kegilen, the

¢ and in femcole r

&

)
ta)

size of the labour force <icd crow ot rvlotively high rotes.  However, this
Gl not noticeably affect the level of population porticipotion retes in
cconomic activity. In thc oil=-producing countrics, for ¢xample, the hich
rates of growth of the labour force werce m-inly generaoted by the flow of
migrant workers. In these countries local populntion participotion rotes

hardly exceed 20 per cent,

In terms of broad c¢conoumic cctivity, the non-oil ;roducing countries
vf the Region are, sencerclly, characterized by the conecontration of a large
pert of thelr labour force in the agricultural scctor. This feature hos
chinged little in recent years.  In spite ¢f the growing exolus from the
rural areas, the size of the lobour foreo in agriculture continucd to grow
rapidly, with its sharce in the tot-~l labour force rising in 2 number of
cuountries. This trend, which is likely to continuc in the future, indicates
thot overall grewth in the agricultural labour force has Leen relaoted to

demegraphic growth and docs nct reflect 2 risc in cmployment levelse.

The sccundary sector cncompasscs modern activitics ond is generzlly
regarded s the key scctor for economic growthe  slthough cmployment in
this secter hes ¢rown in obsolute terms in the countries under review, its
relative sharc in the 1~Lour furce has cither becen stagnant or registered
only moderate increoscs.  In menufacturing activitics, the shere of
employment rarely oxcceds 14 ier cent, 2 cleor indicotion thot industrial
development in these countrics has not been able to absorb a growing per-
centige of the lebour force. On the contrary, in some vil-yproducing
countries, the develcopment of the oil industry was accomprnied by o

reducticn in the size of employment,

/...
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++8 2 generatour of employment vrportunitics, the verformance of the
secundary scector has been disappointing in view of the increasing efforts
directed towards industrizlization. Scveral factors have contributed to
this. First, the bulk of industricl gouods used continuvs tou be imported
from outside the Rigiovne  Sccond, the usce of crpital intensive prouduction
techniques has limited the lobour abscrptive capacitygof the scctor,
Third, the average lovel of skills, rorticulnrly in agriculture, has been
tooe low for the sur;-lus manyower surply to be a2lsorbed by the inlustri-l

sector.

In cuntrast, employment in the tertiary services sector incrensed
rapidly in 2ll countries. This was partly Jdue to the range of activities
inherent in this scctor -nd the casce of ¢ntry to it, and partly to the
micgration of sur;:lus agriculturcl workers which could not be absorbed in
modern industries. This led to the formation of concentrotionsg in the
urban sector, characterize. by wide-sproeod unorganized and unspecified
activities Covering consideroble unicremployment. Hence, the growth of
the share of services in the totol labour force connot be taken to reflect
real ¢rowth in terms of productive cmployment and is not o CQnSQQucnce of

developments in cffective demand,

The low rarticiiotion rote of the population in cconomic activity,
the spread of under-cmployment, the rapid develorment. of fomale @lucntional
ttoinment, which will work tu induce more femnles to swek employment, and
inflaticnary Jressures, which will act als. -s a iush foctor for women to
scek jobs cutsice hime, will exert sressurc for rapidly raising the
general level of emileyment in the countrics of Western Lsin.  In orler to
mect this situation, cemprehensive ane leng=term plins for r-ising the
General lcovel of employment cre cssenticl. Such plons should form an
integral vart of overall nztion~l develooment »lans su.that employment
cromotion becomes o major objective. Then o cleare—cut ond full-fledlged
n2tional employment fvlicies should be formulatel in line with plonnea
vhiectives, Suchvpulicics shoull encompass cctions on the suprly 2s well

as on the demand sides of the employment vroblem the objectives of which

/Olc
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should he to toke offcctive mecsures leading to curtail the manpower

supply flow and to roise “uman? of lobour. In addition, ufgent action
is required to improve the cotlection, classification and anzlysis of
labour data - the bosic prerequisite for offective “lonning and implement-

atik)no

It is goenerally believed thot there cre two ayproaches for bringing

about 2 better distrilution of income, namely, through the achievement of

high growth rates over o long pericd of time, without changing the present
income distribution pattern, and/or throuzh the rodistribution of incomcs

The countries of the Region are no exception to this general pattern,

In the richer vil-producing countries, relicnce has been put mainly
on achicving rapid growth for improving the Jistribution of nctional wealth
and the implementotion of policies which indircctly affect income Qistribu-
tion, c.g., frce cducoticn, health care and housinye. Irtg and the Syrian
Arol Repullic implement more active income redistributicn policies, whereos
Jordan and Lebaneon do not have clenr Policies in this respect ond rely for
the improvement of living stondards on raising overcge income levels. The
vovrest countrics of the Region, i.c., Democratic Yoemen and Yemen have been
following distinctively Jdifforent pothse  The latter has still not Jefined
a clear policy of income distribution, while the formeér scems to have
opted for incume relistributicn cs o meons té improve the national
Jistribution of wealth. | |

is the pricritics in most statisticel Ppublicaticons are still set
Ly the data recuircments of a yrowth-cricnted Jevelopment strategy, very
Iittle infcrmdtiun «xists on income distribution in the countries of
Western sic to ;erﬁit a mc:ningful evaluation of projress,. Frogmentary
infqrmaticn, however, indicate that the wreolocrtion of naticnal income
accruing to the pocrest 20 ner cent of the populstion in 1970 was 4 per
cent in Lebanon and thcﬁlthe share of the lowest 40 per cent in Irag was

7e2 pur cent.

/.'.
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The initially low incomes per head in several countries of the

Region provide an indiceticn of the limits that the poth of o growth-

oriented develooment strateygy imposes on improving the distribution of

income amonyg the population.

Generally specking, ond until more s;weific

andd reliable information becomes avoilable, bringing ahout o bettor

distribution of income Joes not scem to be attainable golely through

an acceleration of cconomic growth; it will actunlly necd to be sunploe-

mented by 2 policy of income redistribution adopted to the shecific

»

conditions and requircments of incivicunl countrics,

fooas




V. BSCIENCE AND TECHNOLOGY

.

The participation of the developing world in shaping and cperating
the international patent system remainec marginal during the first half of
the present decade. No figures exist on the number of patents recistered
in the countries of the Region, but considering the total héld in the

1/

developing werld, it can only bLe very low.=-

Information on patents ond petents administration in the Region
is very limited, as in nonc of the member countrics the collection,
classification and analysis of potent dato required for asse ssing the
operation of the internaticnal patent system 2s a whole, or national
practices in particular, has Leen undertoken in a systemcotic manner or
in depth. Democratic Yemcn, Oman, Sauli arclia, the United arcl Emirctes
znd Yemen do not have as yet notional protent lows nlthough some of them
grant protection through systems of registrotion of potents granted
abroad. Moreover, mumber countribs, w1th the exception of Jordan, Lebionon

S P ‘zv)a"
and the Syriun Arab Re public, a%e nut signed as yct the Poris COHVLntlun.?/

It is e¢xpected, however, that the countrics of the Region will teke
a more active port in the current revision of the Paris Convention ond
thet subsequently mere countrics will jouin the Internctional Unicn.  The
countries of the Region are zlse ploying an increcsingly cetive rele in
the cctivitics rclated to intellectunl property protecticn nnd transfer
of technolugy of such international ond rogional orgonizaticons as UNCTLD,
WIFO, UNIDO znd the Industrial Development Centre for the Arab States
(IDCAS).

1/ Out of 3,5 million patents in existence cbout 6 per cent wuere
rantcv by developing countries, of which only ~bout 35,000 are held by
nationals of develuping countricse

2/ The Interncational Union for the Protection of Industrizl Property
established in 1883.

/.“
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Thus, modern global trends in patent development, including the
establishment of industrial property offices acting as sources for techno-
logical informetion and the changes in the administrotion of inventions
and protection of inventors! rights, have Leen taken inte cccount in the
"Model Low on Inventions for the Arals States", which was prepored by

| IDC.S in cu=operation with WIPO,A/ e¢nd published Dy the former in 1974,
Fow countrius in the Region have established such vffices ond deal ot
present in an 2d hoc woy with the differcnt aspucts of intellectuzl
property; in many instances through their ministries of industry, trode
or their central banks. However, with their incrensing porticipation in

internatiocnal zctivities in this fiell, these countrics may be expected

to formulate potent legislation and estallish industrial property offices

during the coming years.

The countrics of the Regicon, through the Group of 77, have becume
more actively involved in current internaticnal offorts to ostrLlish an

International Code of Conduct on the Tronsfoer of Technouloyye.

4t the regional level, the Conference of Ministers of arab Strtes,
responsible for the application of Technlugy to Development, held in
Rabat, Morucce, from 16 to 26 nugust‘1976, reviewed the protection of
intellectual wroperty ond its reloticnship to the trensfer of technology
in the arab States, and ¢xoressed also the need for greater offorts by
Arab countries in the various internctioncl activitiés, as well as
regional co-operative efforts in this fic¢ld. The fellowing priorities

werc cstablished for action ot the notion~l level:

|

| ~ the promulgaticn or updating of nctional legislation concerning
|

the protection of industrial property, toking inte account locol

and regicnal necds, relstions with the industrialized countrics

i and drawing on the model lows irepared by IDCiaS and WIPO;

1/ In addition, WIPO is ot present engoged in the preporation of
¢ new model law for develouping countrics on inventicns ond know=how 2lacing
vérticular emphasis on the functivns of industri:l property offices o
centres for the cellection and Jdisseminction of technolegical information.
This new model law is eXpected to be published in 1977,

/.‘.
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- the establishment or recrganizotion of notionol bodies

responsible for the protectivn of industrial propertys; and,

- the training of speciclized personnel in the field of

industrial property proutection through the introduction of

relevant disciplines in higher elucation.

To accelerate the implementotion of the obove recommendations, it
was cecided by the Conference to toke the following action at the regionol

level:

- to organize regulor meetings from 1977 cnwards of heads of
notioncl bodics responsible for the protection of industricl
Lroperty for the purpose of co=-_rdinating nationol cctiong

1
AN,y

-~ the setting uy of o committes of archd experts to stuly the
sossibility of estoblishing an Arab regicvnal mechonism for

the protection of industrinl propertye

it the regional level, the countries of the Region are olso
exnected to take active prrt in the juint BECUW../UNCT.D co=uperstive
pregromme aiming ot the eventucl ostoblishment of o centre or network
for the tronsfer ond develoyment of technoelogy in Western Asice
ictivitics in this orec will include, omong others, surveys ot niotional
practices, policies, institutioncl subport, training courses ond alvis.ry

S¢rvicaSe

/."




VI. SVELOPMENT PLANNING

.

During the first half of this declde, the Re

=

increased awarcness thot develonment must Lo o comprehensive

viovn witnessced

o)

integroted process and should not Le cenfined to the mere initioticn of

projectses One aspect of this awariéness hes been the increasel relionco

which mumber countrics hove been rlacing on comprehcngive plonning as -

Caldy kb

method of -development.  wanother asect relates. to the offurts Leding

exerted to strengthen or crecte instituticns tc sromote Cevelopment,

such as the modernizotion of ddministrotise and lugislative structurcs

and the modification of elucotional systems in line with

clhjectives and requirements,

Jevelopment

Several countries _f the Region ~re currently ¢noaged in tho

implementation of development [ rogrammes extending over the sccond half

of the current deccole (Democratic Yemen, Iroqg, Jurdoan, Soudi

the Syrian Aral Republic),

arabia ond

Tot2l investmunt cnvisaoed un’er Jordonts Fivemyelr Development

Plan for Economic' and Soucinl Devilepment (1976-1980) cmeunts to JD765

millicn, Jdivided cqually between the srivate an! “ublic SeCturs.

“llocations revecl o marked shift in investment ricrities towords

industry (mininc¢ and menufocturing) and agriculture, with shores of 29.9

and 1546 per cent of the total, respectivielye The OVurﬁll‘ijuCtiVuS wf

the Plon arce the achievement of () on cnnucl rote of reo

growth in GDP

of 12 per cent; (L) an incréase in the shore of commudity~-oroducing

sectors in total cutonut from 35 per cent in 1975 to

44 per cent in 1980

() 2 mure equiteble Cistribution of development goins between various

segments of the pupulction and regionsy a2nd, (d) o reluction in the trode

Jdeficit from JD153 millicn in 1975 to JD131 milliocn in_1980.

faoe

s lanne?
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The Saudi plan (1975-1980) cnvisoges o total outloy of 5r498 Lillion
1/

and an average znnual rate of incretse in recl GDP of 10.2 per cent.—
The basic targets of the plan cre (2) the improvement ~nd expension of

the country's physical ond sccial infrostructurce ond the diversificotion
of the cconomy by exploiting the country's ~griculturcl, mining wnd
industrial potenticl; and, (L) the development ¢f manpuwer resources Ly
expanding educational training and raising hezlth standardse  The ultimote
conl is to increase opportunitics fcr goinful employment, roise the
standord of living and welfore of all sectors of the populztion, and

reduce denendence on importse

The Five-Yeor Plan (1974/75 - 1978/79) of Democratic Yemen socks
ty diversify the cconomic bosc of the country and to effect o grzdunl
change~over from o scervice cconomy te one with = mere Lnlonced economic
structure by promoting growth in the mojor commedity producing sectors
(ngriculture, fishing ~nd manufacturing).z/ Exslorotion for possible
0il and mincral resources, strengthening the country's Losic infrastructure
and imiroving educctiun and sucinl scrvices for 211 porulation grouws tre
alse impertont objectives in the Plone

1

Information on the Ircgi onl Syricn five-ycor development plons,

0]

overing the period 1976-1980, is still fragmentory. Under the Iragl

Vo

rJ

lan, the cconomy is ;rojected to expand ot on annual rote of 13 per cent
in real termse. ©Bmphosis in the industrizl progromme, with investment
allocations estimnted at JDl.40 billien, is put on the development et
heavy industry. The agricultural pro romme, with aon investment ollocation
of JDl.36 billion, -mphasizes structural reform, collectiviscotion, mecho-

nizotion ond irrigatione

1/ The projected growth rotes for certain crucizl scctors are 4 per
cent in agriculture, 14 per cent in monufacturing, -nd 15 per cent in Loth
construction and in transjort, communications and storoce

2/ #llocativns for industry, agriculturce and fishing represaented
17.9 ner cent and 36.8 per cent, respectively, of total [lonned investments
of 75.4 million Yemeni Jinars. However, annutl revisions of the Flan have
resulted in more than :loubling of total plannced investments for the first
two years of the Plan jeriod.

/..'




The Syrian Plan cnvisages on 80 puer cent real jrowth in GND
over the Plan peri.l, The incdustrinl sector, oxiccted to grow by arcund
90 per cent, focuses in rarticular on the producticn of vil, vhousshotes
and iron and steel products.  The Flan envisages also the completion of

infrastructural works relate! to the Buphrates Dam project and bringing

under cultivaticn some 640,000 hectarcs of new farm land, os well as the

construction of 6000 kilometres of railrocd.
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SUMMARY AND CONCLUSIONS

Growth in aggregate output at constent prices for the Region as a whole

during the first half of the nineteen seventics was significantly ebove the

6 per cent annuasl average target set out in the International Devclopment
Strategy for developing countries as a group. Democretic Yemen cnd Jorden,
however, failed to attain this target and cxperienced declines in their
regpective incomes per head. Rupidly expending cxports and public outlays,
notably in the oil-producing countries, largely explain the dyranism of the
Rogion's cconomics. The relatively sctisfoctory performance in the koey scctor
of agriculturc and generally fast growth in the nenufecturing scetor wore aloo

importunt factors.

Similerly, population growth was opprecicbly fostor thon the 2.5 per
cent per cnnum recommcnded in the Stratcgy. While for seversl countrius
ropid population growth might not constitutc o cousc for concern, and oy
¢ven be desirable given their resource cndowament ond potentisl, in the tuo
least developed countriecs end in Jordon, populction pressurcs tond to
dissipate the dovelopucnt cffort ond perpetucte low incowes per heod.

In morked contrugt with the preceding deecde, when output cxponsion
wis generally associated with © relatively high degrec of price stobility,

the nincteon sceventics have witnessced on intcnsificotion of infloationary

pressurcs, notably since 1973.

Another distinctive feoture of the developusnt process hos becn the
narrowing in the gap between cutput neosurcd in terns of notionzl cnd domesitic
production of the oil-producing nmenbers, reflecting the dininishing importinco
vf foctor incone peynents cbrond which reecent develepucnts in the oil industry
nade possiblc ¢nd, in certzin coscs, incrcoscd incoue inflows frow investucat
nede wbroad.

On the whole, the Region's investucnt-s.vings offort hos been inpressive.
aveileble stotistics show thot gignificont inereascs were recorded in the

share of GNP going to donestic copitel formution in Duuceratic Yerwa, Jordon,

Onzn and the Syricn Arcb Republic. The deelinc in the investoent/GHP rotic

oo/
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in the mejor oil-producing countrics refleets the sudden rad shurp risc in
their incoines for which time is ncoded boefore comwensursto cxpencion din

investuent can be expected.

The gavings rate differcd widely, run ging fruh very high proportions

of savings rulhtlvo to GNP, in the oil cconouies, to acderate, and in certuin
casuvs, negative rates, in the non-oil cconowics. In vorying degrcos,yKuwait,
Ouan, Szudi Arcbic cnd Abu Dhobi storted the Sccond Developnent Decadc-with
savings rates clrecdy very nuch highoer thon the Doende's targct of 20 per
cent. In ncrkced contrast, Demoverntic Yeuen; Jorden cnd Yenon, rccordoad
negstive savings rotes. In general, SaVings excccded investaent bykvﬁry

wide nmarging in the oil ceononice, cnd foll short of tth in the non-oil

economies, implying substcntiol resource inflows.

Agriculturzl production in the Region incrensed during the periud

1970 - 1975 at an avercge znnucl rote of 3.5 per cont - only 0.5 per cent

\
1
i
Y below the target in the Strutégy. This represented o nerked inproveient
} over the discppointing record of the ninetden cixtioo. Foud produetion,
1 which incrcased by 3.8 pcr cent per cnnun, continucd to leg considerublj
: behind deuand, thus oophecizing the food chortogo prob;em «nd the nced to
‘ constitute food reserve stocke
Duspite its rclutively frst grovih in recent yeurs, the role of the

venufocturing ccetor s a generstor of incuize, cuployment cnd cxports in

\ .

| the Region hes generslly reucined nodest. The low level of industrializa-

$ tion is further attostod to by thu prcpgnder:nce‘uf light wanufoctur 1n~
processes of a“bénu§“lly ibpo T8 ubstitution type, cnd the hbuvy dbpunuvncy
on iuposrts to sctisfy the bulk of tho Regi.n's nupdu for C‘pltul g¢udg, rvw -

wtericls and an inportedt share of its oo nouhptlvn rpqulrchpnt The puce

of industrializaetion in the Region, however, ig cxpected to MQCulpr“tu in ',

the-couing fey ycars, in view of the sizesble inveotnonts plunncd and projects

under uctive ccnsideration. Further izpetus is cxpected fruﬁ the 1nv=“t49nt

of part of the recently accurulated fincnecisnl resources in induétrial prejects

of ¢ regicnel cherccter.

The iniedicte and appurer t offccts of recent devell placnts on the vil

industry, which kove rodicslly altered the nature of rolotions bethQn the

oo/
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21l producing countrics and the 0il componics in favour of the foruer, were
to accentuate the Region's dependence on the ¢il scetor. Incresscd concern
to integrate the il scetor sere firaly with the rest of the cconony is
reflected in cfforts to inctzll additional refining copueity, cstablish oil-
bosed industrics, an? nmike productive use of noturcl gos associated with thc

extraction of oil.

Since the beginning of the current deende, port f£ocilitics have beon

greetly cxpended ond ivproved, ospeciczlly in the Gulf croo, to rcet the
ropid exponsion - actuzl ond cnticipated - in trode.  While only o fow
countrics (Iraq, Kuwoit, Lebanun ond Ssudi Arabia) vperate national ghipypine
lincs with flcet capacitics of sone cignificance, sericus consideraticns cnd
offorts cre being given to cxpend and/or estoblish nstioncl cnd sultinctional

flcets.

Comipared with average annual growth rates of 9 and 6.4 per cent in the

preeeding decade, the dellar value of the Region's oxport and ivport trade
rise, on the average, by 50 and 41 per cent over the first half of the currcnt
décadc, respectively. The cxpendion in cxperts rofleeted nainly the offect

of highcr prieces, with volwie growth avercging 12 poer cent per annu. By the
end »f 1975, the Region's internctiuncl reserves stocd at $32.5 billicn,
conpared with $2.4 billion in 1970.

<l

Success in raising the chore of wwnuficturce in totcl cxports hos been
lipited. aoong the sbotoclus hindering the oxponsion of Laonufecturing cxports,
probebly the more offective relotes o the narrowness of the industrisl
production badp cnd the inwerd-locking ricntotion (inpdrt—substitutiun type)
that industricl developrent in the Regicn hog generally - and until recontly -
token., Intcrnational' aetion through the Generalized Sycton of Proforcnccs
turncd cut tu be of only pargincl imncdinte bonefit to the countrics of the
Rcgion. However, these countrics, together with cther develeping countrics,
have an opportunity in the currcnt Multilatercl Troede Nesobtictions to work
towards iuproved sccess for their exports in the narkets of rojor treding

rertners.

The wspect of regmioncl coopersticn which has reccived the nwost cuphnsis

until reccntly concorned the cxpaonsion of intro-rogionsl trede.  Notuwith-

standing cfforts by the Council of ircb Ecconciiic Unity =nd the ercotion of

e/
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an Arcb Coumron Morket, the perforiance of intra-regioncl trode did no neasure S
up to cxpectations and wes rother discppointing, with cxports vnstituting

wnly 3.7 per cent of total rozional exports in 1975, couapared to an average
of 7 per cent in 1968 - 1970,

Several explanctiins hove boen advenced for the discppointing merforn-
cnee of intro-regional trade, including wecknoesscs in the tronsport systers,

differunces in cconunic systens and levels of developnent, forcign exchange

[5]
a

horteges, tariff and non-toeriff berricrs, and tcre fovourable trode relations
with countrics sutside the Region. It is incrcasingly being realizod, h;onur,
that the developnent of the production structure and buse, wlong ceizplinentary
lines, is the cscential pre-requisite for expanding intra-rozional trode. The
prospeets of tronsforming cxisting regicnel complercntaritics into productive

undertekings have been greatly cnhonced by the recent improvenent in the

Region's overall financicl situction. The growing nunber of joint vontures
\
|
\
|
‘

is an cvidence to this.

The perivd reviewed witnesscd substonticl progress in the Region towords
the achicveuent of the gucls of the stratesy in the goedsid rield. Notwithe
gtanding thosc positive developiients, soeinl developuent has continued to lag
behind ceonopie developuont. Hore vnphasis necd 0 be pFoud on achietpdagg.

productive and full cuployunent; bicre cquitoble ive s distribution; wore ”

| balanced spotial development, whether between regions or betweon rurel-urbon

areas; the intesgration of populetion poliey within overall developuent

A

planning for the achieveucnt of o satisfoctory and dynanic bolonce betwf@%:n

o groving population, its productive capocity and cvailsble resources RGN

ivplieaticns of fast po

pulation growth for oducation, coployuent, food supplics
cnd housing facilitics; and, o re-orientoction of the cducotivnal systen to

nvet nonpower needs and developisental pri.rities and clininate bottlonecks
and/ur exeessces in certoin cotesurics of labour ond okills. More of the

| cttenti.n of plonnarsin the Regiun is required in connexion with problens of

urbanizotion ond dannge to the cenvircnment cssocicted with the process of

growth, as well os problens related to husen cnd rursl scettlenients.

In none of the zauber countries the colleetion, classification ond

analysis of zotent dots required for csscssing the operaticn of the

internaticnal poatent systen as o whole, or notional preoctices in particuler,

oo/
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has been underteken in o gystenctic manner or in depth. Morcover, nesber
countrics, with the cxeoption of Jorden, Lebunon ond the Syricn Arcd
Republic, have not ag yot signed the Puris Cunvention. It is expocted,
huowever, thet the countrics of the Region will be more active in the current
revision of the Convention and formulote patont legislation and establish
indugstrial Hercrfy offices during tho coninz fow yeors. The countriecs f
the Region, throush the Group of 77, heve alse beesie Lore cetively involved

in current intcrnaticnal offorts to ostoblish an Internctionsl code of

conduct on the Tronsfer Jf Technologsy.

The Regiovn hos witaesscd positive developnients in view of the
increosed aveorencss that developnment nust be o conprchensive and intesroted
process and not confined to the zore initistion of projects. Onc acpect of
thic awarcnccs has been the incroacced rcliocnce which membor countrics have

been pleocing on comnrchensive lanninzt oo o acthed of develoswoent.  Ancther
X (] &

agpect relates to the effurts being cxerted to strongthen -r create institu-
tions to pruncte developnent, such as the uodernizetion of adninistrotive and
1oglslcti > structurces, cnd the nodification of edueational cystoms in line

with develepnient quoctivos and requircucnts.

The Region, s o whole, caters the sceund half of the ninctcon

seventics with o rclatively satisfactory record of ceoncmic ond soeiol nrogross
! £

and ivproved growth prospects, resulting woinly from its newly cequired wealth.
However, coiber ¢ untrics continuce to be faced with important structurcl

problens and urgent ccenonic issucs, while new challonses kocp chnersing

ainong the nere seriousg and longstonding problens facing the Region
are the ivbelonces in ceonciiic structurcs ond the persisteonce of lorre inecic
disperitics. Structural ivbalancos find expression not only in the .ver-
whelning dependence n cne gector (;il), end in the gencrally low level and
inw&fdul:okiig cricntation of industriclizoation attoined, but alse in the
rreponderant rele of the cxternal scetir in cecnoric activity and the
vulpnerability this inplics, the gencrally relatively low share of nonufacturcs

in total cxports, ond in the relotive shortages of gkilled venpower.

Incoue disporitics between and within countrics cre coply illustrate

by thc fact that the Region inclules in its ranks sone of the richest countrics

oo/
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in the world cnd sone of the least developed wnes, in the first instonec, ond
by the large and growing disporitics in incuiic levels between difforent

scgnients of the populaticn within the scne country.

botween the cconouic ond sceial cunpunente of agrowth, g progross in the
latter has logeed behind in aloost 211 of tho,

-

Where recionel cooperation and intesrotion ore crncorncd, there ic alsy
pressurce to find workeble errencenents that will tramslote aopirations into
echiovencnts. Attention should be peid te the caerzing carcllelisn in the
industrialization progrommes of severcal nenber countrics, in the area of
capital-intensive and expurt-crientel industrics which ore being sct up (as
this could inply considerable duplication and waste), ond is inc.nsistent

with efforts to pronote regional integration un o swund ond cnduring basis.

In oddition to the najor problen arcas ~centioned cbove, the newly
acquired wezlth brought about by developients in tho il industry carrics
its own problcas and challenges. The cil-producing countrics have bocolie,
in the short- and nodiun-ter::, oore heavily dependent on o commindity (cil1)
that is of world-wile concern, with seri.us irplications for their develepment.

)

Thore is colso the clisely reloted proble of tho c.nversicn »f this
wealth ints proluctive asscts, in vicw _f the exhaustoble noture of the
conncdity in questicn and the risks inhcerent in accunmlating lorge finoncicl
roservos. Attention should alsce be drawm to the inflationory inpglicotions
of lerge expenditures in the cil=producing countrics thenscelves cnd in the
rest of the Resion, co well as potential Lottlenceks in infrastructurc and

Canpower.

Whilc understondbly the Rezion'e il weelth will be used to Jiversify
and develey the ecomnonics of the uil—pr&ducing‘cuuntrios in the first place,
the rest of the Rosion stands to bonefit sroatly frou then, both Jirccetly

-~ a

snd inldircetly. Developing countriocs in sther resiuns can olso oxpect, on

the besis of recent trends and currunt undertekings, t. be the recipieats T

substanticl fincncicl assistonce fron the Ropion.




