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lo [NTRUODUCTION

Arab i1ndustrial developmental objectives and strateygies have
to be considered within the context of a dynamic and changing
world that needs to be constantly reviewed with ¢the view of
adjusting these objectives and strategies and deriving benefits
from these changess Thus industrialization strateqgies in the
Arab world should have 3s a starting point the reality of the
existiny Arah industrial development and structure and that of
the world economy based on the present international division of
labours

- The world economy is general and that of the Arab world are
experiencing rapid and dramatic changes making it imperative to
monitor and analyse these changes and their effect and i1mpact on
Arab economic development in general and in particular on Arap
industrial development. It is important in this context to dif-
ferentiate between short term cyclical 2conomic  fluctuations
that the world economny are subjected to from time to timey and
the longer term changes that introduce basic structural chanyes
into the economye The current international economic Crisis is
a combination of cyclical fluctuations and structural chanqgese

2. WORLU INDUSTRY I PERSPELTIVE

The world economy today is experiencing a grave economic
crisis almost matching 1in its impact and depth the great
depression that prevailed in the industrial world during the
19307"se The current economic crisiss that prevailed with only
some interruptions since the early i970's,y in contrast with oth-
er crisis during the fourties through the seventiesy i5 not
purely a short term cyclical phenomenaes It has brought about
basic economic structural changes. Yo i1llustrate from the fireld
of industrys most industrial activities wnich were until recent-
ly considered areas of expansion and dynamism such as iron and
steely, have become instead areas of contraction and slow growthes
New 1ndustries *sunrise industries®y emerged to provide the
dynamics to industrial growth; namely the advanced technologies
industries including micro-electronicse Additional to chanyges
in the area of technologys this period witnessed new and bAasic
developments tn world monetary and trade systemse.

The world has experienced some important changes in the glo-
bal distribution of industrial activitye The opresent analysis
distinguishes between three economic groupings: the developed
mar ket economiesy the centrally planned economiesy and the
develouning countriesa. Summarising the changes that have
occurrad 1n  the pattern of worlda MVA during the period
1938-1932, the following picture emerges:
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l= The share of the developing countries in world industry
showed o continuous ond modest rise during the period 1963 to
197d Late in the seventies gains have been fluctuatinge.
Througyhout the period 1963-1982 the share of the developing
countries increased respectively from Bal per cent of world MVA
to 1l per cent; in contrast the centrally planned economies cor-
responding figures were l4.6 per cent and 25 per cent, The
relative decline in the share of the developed market economies
has Dbeen gradual and consistent since 1940 although such a
decline was accelerating since 1974, Thuse the share of this
group of countries in world MVA decreased from a level of more
than 77 per cent in 1963 to 6% per cent in 1980.

The emerqging picture shows the continuing dominant roles the
developed economies still play in industrial development,
accounting for more than two-thirds of world MVA. However, one
should also point out the fact that during the first quarter of
this century only a small number of developed countries
accounted for more than 95 per cent of world MVAy while most
developiny countries remainea merely 'observer®y rather than
participants in world industrial developmente

2. Historically the group of industrially developed coun-
tries has initially included only a small number of countriesy
that expanded over time to include eventually a big number of
relatively "equal" industrial powers. This state of affair has
consequently produced a multipolar form of industrial power cen-
tresy which brought aboutsy inter _alias a relative increase 1in

the importance of the world market at the expense of the domes-

tic markets and promoted competition among the developed
countries on the world market particularly the markets of devel-
oping countriess These developments have introduced risks and

instapbility in the process of taking international economic
action and in developing new world economic relationse.
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3. Long-term employment in a number of developed countriesy
indicate declining trends in the share of the manufacturing sec—
tor in total employmente. Furthermore until recently a built in
mechanism for transfer of the labour force amony economic sec-
torss from agriculture to manufacturings and then to service as
well as within.  the manufacturing sectors have been attained
through the market mechanism and government interventions This
mechanism does not seem to be functioning adequately and great
difficulties have been encountered especially in the transfer of
labour from manufacturing to the tertidry sectore. The rigidi~
ties 10 employment transfer have been an important contributing
factor to the current econonmic phenomena of stagflation. They
have induced some governments to intervene and limit the rate of
structural changess thereby limiting the restructuring processes

4« Developing countries have followed different industrial
patterns and growth pathse Thusy most low-income developing
countries have not really attained significant developments in
industry and have indeed recnrded low rates of growthsy thus
leading to a widening in the economic yap vetween this grouping
of countries and other developing countries; additional to wid-
ening Further the gap that exists with the developed worlde It
is to be noted that this low-income group of countries repres-
ented in 1980 more than one-half of the total developing
countries® populatione.

With respect to developing countries that have recorded a
noticeable progress in their industrial development they mostly
fall in the middle income groups of countries ranging from a low
averaye per-cdapita income of $600 to $1+320 and an upper level
ranging between $1+4320 and $2v41l5. This small group of coun-
tries accounted for 28 per cent of the total population of
developiny countries in 1980« In the least developed countries,
the relative economic conditions have been deteriorating during
the period 1938-1982y and more significantly since the
depression period 1974-194824 which recorded a siow down in their
rate of growth averaying 3 per cent per annum compared to an
average of over 5.8 per cent for the period 1963 and 1973 (see
table NOoel)e It is no wonder that these countries accounted for
not more than 0.2 per cent of world ™VA during the period
1963-1980.
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22 KENDALL®S CUEFFICIENT DF CONCORDANCE({a) BEVTWEEN
THE CUUNTRY RAMKINGS OF 28 INDUSTRIAL BRANCHES

(VALUE ADDED)Y{b)

sample group

of countries)

veveloping countries (32)
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Source Some Trends i1n wWorld Industrial ngeIOEEent

(UNIDO/ID/WGs 391/8s 3D March

Note:

]
|
|
!
|
[

. Year

k]

. 1970 1975 1979

: ______ . i — o~ <D i S s o, S o oot O
M 0=803 0+807 Ve 794
1(65.218) (66.902) {(61L.6T70)
. 0541 0567 le562
*{36.538) {(40.594%) (39.776)

1983) .

For a uefinition of adjusted coefficient of concordancey
see AeLe Maxwelly Analysing Qualitative QOata

(London, Methueny 1967)

(a)
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5. The composition of industrial output in developed countrie
have been changingy yielding greater homogeneity in production pat
ternse In.developing countriese the changes in industrial compositioc
and structure of outputy differed among these countries due to th
fact that they have different industrial experiences and followed dif
ferent industrial development pathse A1l this has importan
implications on patterns of industrial investment and industria
trade. In developed market economies (reater homogeneity in composi
tion of manufacturing production may contribute to increasin
competition among these countries and to comparable trends in produc
tivitys investment rate of returns and patterns of industrial demand
Differences in composition of output among developing countries ma
open the way for creating greater opportunities in tradey additiona
to enriching their diversified industrial experiences (see tabdl
MOsz)o

6« The magnitude and scope of the structural change that too
place can be measured by comparing’ the “share of expanding and con
tractinyg industriese During the period 1963 1973, the relative magni
tude of these  structural shifts was greatest in the developin
countriesy being equivalent to 12«2 per cent of MVAe In develope
market economiesy it amounted to only 6.3 per cent compared with abou
11«2 per cent in centrally planned economiess The extent of th
structural change during the seventies was noticeably less in. al
threéee economic groupingse In the period 1973-1979 in the developin
countriesy structurial shifts were eqguivalent tn only S.0 per cent
while comparable figures for market economies and centrally planne.
economies were respectively 3.0 per cent and 6.7 per cent.

7. £Employment in both developed market economies and centrall
planned economies expanded at a much lower rate than outputs Indeed
during 1973-1980y ewployment declined in developed market economie
while output continued to expapds An inverse situation is recorded i
the* developing. countries. -+Thuss the growth of employment exceede
qgains in productivity for all major industrial groupse In fact durin
tne seventies several najor groupsey including important industrie
Tike textile clothing - experienced a decline in productivity in th
1970s (see table HDel)s

Be An important policy  consideration concerns the elements an
sources of industrial quwt% and their (elatlve importances Conceptu
allys the sources of industrial growth cdn be divided into three com
ponents: (i) production for .export; (ii) production Iin response t
growing real demand within the domestic economy; (iii) production t
meet existing demand formerly satisfied by imported goods (im
port- 5ubst|tutnon industrialization).

. N . ) .
. [nSpltP of *nﬂ emphasis often given to trade-related strategie

for present and future industrializations reference is made to th
sconcluding results of a study covering the period 1940-1980s whic
#Sidicates clearly that dﬂn?:flc demand standS in the forefront of th
Tndustrial growth proctess Howewvers the epedative importance of th
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components of growth differs in different industriess Thusy in the
case of non-durable consumer goodsey the relative importance of export
expansion was the hiyheste whereas the highest (positive) values for
import substitution are mainly observed in capital goods and consumer
durabless

An important observation to be noted here is that expansion in
exports does not particularly suggest an "export led" growthy and the
share of total exports in total industrial MVA for the 28 countries in
the sample did not exceed 6 per cente For the majority of the coun-
tries in the samplesy howevers the range was between zero and 6 per
cents Expansion through exports has been observed in only few casessy
and in the majority of caseses exports played a supplementary role
rather than an alternative to the local mnarket. Therefores, the stra-
tegic "option" between import substitution and promotion of exports is
not a real ones since both are complementary components of growth (see
table Noeo 4)o

9. Per capita income growth rates in developing countries ranged
between minus 0«7 per cent in Uganda and 3.7 per cent in China during

the period 1960-1930. The top three countries in growth rates among
the low income country groupings were China 3.7 per centy Pakistan 2.8
per centy and Sri Lank3 2.4 per cente In the middle i1ncome

_sub—groupss the highest growth rates recorded were in Romania 8s6-per
centy South Korea 7.0 per cents and Yugosalvia 54 per cente. It 15 to
he noted that the developing countries that recorded highest rates of
growth are thuse that allocated a high proportion of their 1ncome to
investmenty increasing i1n the case of Sri Lanka to 36 per cent and 31
per cent in Chinay (the two Inow income sub-group)es where the propor-

tion of investment to income reaches the level of 35 per cent in
vugoslaviay 34 per cent in Rumanias and 31 per cent in South Koreaws

The industrial experiences of the developing countries has indi-
cated that among the lu~s income countriesy Chinasy Pakistane and 5ri
L ankas woere the most advanced in  industrial developmenty while in the
middle income countriesy the most advanced were Rumanias South Korea,
and Yugosiavide These are the developing countries that have allo-
cated high proportion of their income to investment, and were noted
for giving emphasis and priority to industrial development {see Table
NO e 5)0
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TASLL NDe 52 NATIONAL PER CAPITA INCOME, INVESTMENT ALLUTMENTSs AND THE
SHARE DF TNDUSTRY [N GROSS DOMESTIC PRODUCT FOR SELECTED
DEVELOPING CUUNTRIES
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3o LURRENT STATE UF ARAB INUDUSTRY

The period covering the years 1970-1980 may be considered by
far the most important in contemporary Arab historys when coun-
tries of the rejion acquired substantial economic and financial
cdpabilities which  enabled them to record progress at
unprecedental rates of growthe It introduced important changes
in the economicey institutional and social structures of member
countriesy and in the patterns of economic developments composi-
tion of productiony consumption and investmente. These
developments differed from one country to another with the
greatest impact felt by the Arab o0il countries and countries
directly affected by their economiese ,

The following highlights the main conclusions and develop-
ments durinyg the period under consideration:

1. Uil exporting countries achieved control over the oil
industry through complete national ownership of o0il production
and resources Jand developing independence in their management
inciuding decision related to price policies and production. It
is for the first time in contemporary history that a group of
developing countries were able to restore complete economic con-
trol.over - their own natural resourcess» “This has .resul ted-¥n-
dramatic increases in 021l revenues and to accumulating huge
resources in roreign exchange thus enabling member countries to
increase manyfold their imports

2« The oil-exporting countries allocated huge amounts of
investments for building up their basic economic infrastructures
with the consequent dramatic increases in the construction
activities that recorded an exceptionally high and unprecedented
growthe

3. Investments in infrastructure was not initially matched
by investments in the productive sectorsy resulting in serious
imbalances 1n the economic structure of the oil-exporting coun-
triese It increased the current and capital costs needed for
building infrastructure and burdened further Arab economies with
high maintenance costs without building up productive sectors
capable in the longer run to carry such burdenes

4 A clear recent trend is discerned in the o0il producing
countries leading to an increasinyg investment in the productive
sectorsy mainly in economic activities that the 0il economies
enjoy comparative advantagjes namely oily energys and petrochemi-
calss Most of these investments are linked to the international
marketsy and the derived production is mostly export oriented.
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5« The recently established Gulf Co-ouperation Council {GCC)
Started 3 new era in Arab economic co-operation. Member states
in the GCC aim at establishing a common markety unified customs
uniony and policy co-ordination in the fields of finance, man-
powers petroleum and industrys reaching at an intermediate stage
of an advanced level of co-operation that will ultimately lead
to full economic int2grations Although there are no indications
at present that GCC may expand to include other Arab countriesy
some pelieve that in the longer run this is possibles They draw
3 parallel experience namely that of the EEC that started ini-
tially with the smaller group of countries of the Beneluxe

6« The impact of oil had not been all positive and a number
of serious negative effects have been discerned that include
inflationy imbalances in prices and cost structuresy extremely
wedening the gap between rapidly increasing consumption and
local productions and the phenomena that individual private con-
sumption may not necessarily be linked to income derived from
the actual participation 1in the production processs The
increases in otl prices and the consequent accumulation of for-
eign exchange surpluses and their wutilization in expansion of
imports had additional nejative effects on the agricultural sec—
tor; a reduction in local productiony and rapid immigration of
Tabour from rural to urban countriese Furthermorey the share of
investment i1n ayriculture bhas been decreasing from 14 per cent
of total planned investment during the period 1970-1975 to less
than 9 per cent during the period 1976-1980; although in abso-
lTute termsy investment has increased respectively from US$S 8
billion to USS 25%.% billion (see table Nos 6} Thus the share
of the ayriculture sector in GUP recorded a decline from 168
per tent in 1970y to 6Gel per cent in 1930 for all Arab coun-
trieses For " ELviA member countries the vrelative share of
agriculture in (DP has fallen respectively from 13.5 per cent to
4«8 per cent during the same periode

12
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TABLE NOe 6: THE SHARE OF AGRICULTURE IN PLANMED TNVESTMENT
IN ECWA REGIDN AND THE ARAB WORLD (VALUES IN
MILLIUNS CF DULLARS; PERCENTAGES)

e e e e e o i e . e e b S e e i . St e, o . S S i o e b Sl o i, S, . b s e

: : 1970-1975 : T1976-1980 T
] ] ) [] [
E E“V;TGE;‘?-E—FEentagos ‘E Values ! Percehtages 2
e T R
E ECWA re’ion(a) E 3,865 S 153 ; 144544 E Bek E
L] [ ] 1] L ] v ]
S Arab World 1 8,023 E 1420 ' 254501 ! 94 :
1] . ‘ ] ‘ ]

e e e e s e e e e i s e s s § e e e e s 1 W s s s e e e e e e i e et o v i e § i i s o o e

Urganizatnon:. Unaned Arab Economic Report. 1981

(a) Including Egypte.
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7e The share of mining industries in Arab GDP has increased
from 22.9 per cent in 1970 to 48.3 per cent in 1980, declining
to 3B.4 per cent in 1982. decause of the fluctuations in, the
oil sector and in order to capture a clearer picture of develop-
ments in non-oil sectory parallel analysis is carried wusing
non-oil GDP (see table Noe 7)e Thus the relative share of the
Agricultural sector in non-oil GDP showed a decline from 21.8
per cent to 1970 to 1l«7 per cent in 1980y reaching a low level
of 10«7 per cent by 1982. Similarlys for ECWA countriesy agri-
cultural share geclined from 17.9 per cent of GDP in 1970 to 10
per cent in 1982« As to Arab manufacturing sectory it's share
in non-oil GOP has dalmost maintained it's level of 14-15 per
cent during the period under reviews If oil activities were
includedy this share would decrease significantly from 119 per
cent in 1970 to 7 per cent in 1980y though slightly increasing
in 1982 to 8«6 per cente. - In ECWA countriesy similar trends are
observedy where the share of the manufacturing sector in GDP
fluctuated from 1l.7 per cent in 1970 to 6.2 per cent in 1980
rising again to 8.2 per cent in 1982 At the country level,
howevery individual experiences in manufacturing differed where
the relative shares of manufacturing in (DP has ranged in 1980
between 1 per cent (0«7 per cent in 1982) in Umany to 17.5 per
cent (1982) in Moroccoe These differences are in fact due to
the different role and stage of industrial development in the
individual countriese.e The manufacturing sector playing a great-
er role i1n non-oil countries that include Moroccos Lebanony
Eyypte Tunisias and Jordane In the Arab 2il exporting countries
Bahrain and Aljeria may he singled out having a relatively high
share of manufacturing activity in GDP reaching a level of 163
per cent in Algeria in 1980y decreasing though to 12.6 per cent
in 17982. In Bahrain the fiqures were around 12.6 per cent in
1980 increasing to 2Ueb per cent in 1982« 1If o0il activities
were excludedy in Algeria the share of manufacturing value added
in non-uil LOP is recorded at 268 per cent in 1980, and 17.4
per cent in 1982,

In Arab least developed countriesy the share of manufactur-
ing in 0P ranged between l4.6 per cent (1980) and 11«2 per cent
in 1982 in Democratic Yemen to 6.4 per cent (1982) in Gibutie.(1)

As summarized in table 8y the rates of growth of manufactur-
ing value added wera relatively high which was due to the low
level in the base year especially in oil producing countries and
to the increasing amounts of investment allocated to the manu-
facturing sectors

{l) Secretariat of the Arab  League and ether Arab Organiza-
ti1onsy JUnified Arab Efconomic_Report 1981 and 1983.
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8« The Arab manufacturing sector by and 1large suffers from
distinct weaknesses in its lack of a strong backward linkages;
there is an almost complete absence of basic industriese local
raw materials are generally exported without processingy and an
increasingly high dependence on imported manufacturing products
has been evolving overtimes The bulk of capital goods and heavy
engineering products are imported including even those requiring
the least sophisticated production methods. Un the other end of
the industrial spectrum there is a grave imbalance between the
local production and demand for food processing and there is an
increasing dependence of these industries on imported raw mate-
rials including cerealsy 0il and suyars

9. Most Arab industries produce for final consumption,
including food processingy clothings leathers or intermediate
goods for exportsy fertilizersy petrochemicals and metal pro-
ductse Arab industry suffers from grave weaknesses attributed
mainly to the smallness of the size of the individual country
markets and to weadkness of local technological capabilitiese
These constraints could only be resolved through markets and
resources integration either at the Arab regional level or at
the sub-regional levelse.
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TABLE NDe B8: AVERAGE AMNUAL RATES 0OF GROWTH OF MANUFALTURING
VALUE ADDED IN ECWA REGIUN AND THE ARAB WORLD

({PERCENTAGES)
T T T TTTTTTTTTTECKHA region o - Ty
4 H S : Arab world ’
. ' Current prices | 1970 constant | current prices M
. : . prices H :
A L 1 1 1
: mint I --------------- e P
$11960-1970 Teb : Tt ‘ Be5 !
11970-1979 205 : 107 : 19.9 '
source: - /0 /0 T/m/

e o e o et

Le United Nations Yearbook of National Accounts Statisticse 1931.

2e World Banky World Develuopment Report 1982
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10« Average annual yrowth of manufacturing productivity was
‘w.oer than the corresponding figures for the economy as a wholey
caus limiting the manufacturing Sector®s contribution to econom-—
ic growthe Manufacturing productivity varied among various Arab
countriesy reaching a high rate of 40.7  per cent in the case of
Qatar during the period [975-1980s as compared to negative
growth rate that was recorded by the Yemen Arvab Republic during
the same periode

lle Chemical industriese though still in its early stages of
developments has been the major contributor to manufacturing
value addede 1In absolute termss chemical industries® wvalue
added reached $8e% billion in 1980y representing around 32.7 per
cent of total MVA. Saudi Arabia®s share was the highest con-
tributing around half of Arab total value added in chemicalse
Food industries takes the second placey recording value added of
apout %48 billion in 1980 and representing around 19 per cent
of Arab MVA. The food industries have been concentrated mainly
in Algerias Eyypts Moroccos Iraqe and Syriay representing col-
lectively around 76 per cent of Arab total of value added in
these industriess The relative importance of food industries
differs greatly among countries. In Mauritaniay VA in food
sub-sectory contributed around 85 per cent total MVA in the year
1980, Yemen 50 per cents Somalia 48 per centy Egypt 31 per centy
and each of Algeriay Lebanons and Moroccos 28 per cente 1n con=
trast the corresponding figures for Kuwaite &e8 per cent and
United Arab Emirates 5.8 per cente

To highiight the problem of food industries in the Arab
couniriesy one may coapare for selected products theiv share and
that of other developing countries in total world productions
Thus Flour mills in the Arab region produce avound 5«% perv cent
af total world production agesinst 20 per cent produced in the
developing countries; in vegetable oils they produce Os4% per
cent compared to 60 per cent produced by the developing coun-
tries; and §n sugar GUe& per cent as compared to 5% per cent in
developing countriess. VThese low ratios reflect the inherent
weaknesses in the production capacities of the region in this
important manufacturing sectore

Textiles industries ranked thivd in its rontribution to Arab

MyAs In 1980 the share of textiles in total MVA  was around 14
per cent and the majority of these industries concentrated main-—
Ty in EBEgypte Algerias Syriae Moroccos Irag ond Tunisiae

Jther manufacturing activities including capital yoods and
engineering andustries® contributions to total MVA have been
limited and available data does not lend itself to further anal-

Y5iSe

This quick review of the map of manufacturing activities in
the Arab reqgion shows that the manufacturing industries are

S e
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still at initial stages of developmente If one excludes chemi-
cals and petruchemicalsy food and textiles industries remain to
be the dominant manufacturing industries that are usually asso-
ciated with the infant stages of inaustrial development.

Should the present structure of the Arab manufacturing
industries remain unchangedy the Arab region would continue its
dependence on foreign markets to meet its needs for basic manu-
factured products including capital goods and other high tech-
nology industries and in the future the region shall face a
grave situation arising from rapidly increasing pace of depend-
ence on the international economy and its international division
of 1aboure

4s ARAB INDUSTRY AND FUTURE PROSPECTS

The crucial changes that took place in the Arab World in the
197Gs brought about by the rise in 0il revenuesy put at the dis-
posal of Arab countriess, the economic and financial capabilities
that enabled them to expand greatly the level of investment and
its distributione The increase in the share of investment allo-
cated to vuilding the economical infrastructure of oil countries
has been most pronouncede Thus infrastructure developments in
member countries i1ncluded the construction and extension of air-
port roadse buildinyses hospitals and schoolse. While these
investments provide the needed base and are a pre-condition for
an accelerated economic developments their effectiveness are of
a longer term nature and depend greatly on adequate and taimely
linkaje with the future development in the productive economic
sectorse HWithout development in the latter sectore contribution
ot the developed i1nfrastructure shall be limited and shall con-
stitute a burden on the economy. Yaking these important factors
into consideration one set of projected future scenarios have
predicted radical chanqges in the economic structure with empha-
s1s on the rate of the productive and dynamic sectorss

Future projections may be based on the historical trend or
alternatively on planned course to overcome the historical pat-
tern and to chart new paths for economic and social developmente

In the scenarios developed in this section the two approaches
are appliede In the first set of projections it is assumed that

the historical trend in the economy shall continue into the
future and accordingly the economic structure is determinedy
particularly the share of the industrial sector in GOP. The

second set of projections assume radical changesy yiving the
industrial sector a fundamental role 1n the national economye

Since historical trends and planned projections will depend
on the availability of economic resourcesy we have linked these
two sets of projections to three assumptions concerning future
growth 1n GUPe In the firstsy it is assumed that for o0il coun-
triesy oOil prices will remain low untiald 17879 and Tater will

19
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rise slowly maintaining their real value until the year 2000«
In the seconds it is assumned that an increase in readl oil prices
shall start in 1985 until year 1990y at a rate of 2 per cent and
at 3 per cent vetween 1990 and 1995, and at 4 per cent through
the year 2000. In non=oil countriesy the historical trend has
been projected on the basis of a more optimistic trend. The
third alternative GDP growth assumes for oil and non-oil coun-
tries a modest rate of growth which is lower than the growth
depicted by historical trends (see table Nos 9)e.

The following summarizes the main results and conclusions of
the projected scenarios:

According to most of the projected scenarios the manufactur-
ing sector is called upon to grow at an exceptional high rate of
annual growth ranging between 14 to 18 per cent. The low rate
of growth of about 11 per cent was projected only for the pessi-
mistic scenarioce Thus analysis of the scenarios depicting the
historical pattern of industrial ygrowth reveal that the average
annual growth rate required from the industrial sector will be
between 14 to 15 per cente These scenarios assume a modest
change in the economic structures the share of manufacturing
rising from 9 per cent recorded in recent years to 13 per cent
by the year 2000 Ahere planned increase is assumed 1n the
share of the industrial sector to GOP that is higher than that
depicted by the historical trends the industrial sector is
called upon to yrow at even a much higher annual growth rate of
between 17 to 18 per cente This scenario assumes that the share
of MVA to GOP four all Arab countries shall increase from about 9
per cent redaching 17 per cent by the end of the centurys These
scenarios are not intended to reflect actual performancey the
attainment of which would depend on availability of resources
for development in general and specifically for the industrial
sector and the implementation capability of individual coun-
triesy but rather tou stress the order of magnitude and the
challenge imposed on member states in order for them to be able
to catch up industrially with the rest of the worlde Unless a
dramatic change is introduced in the developmental policies and
strategies strongly emphasizing the two main commodity producing
sectors namely industry and agricultures member states shall be
facing not in the too distant future serious economic CrisisSe
signs of which have already heen showinge In most member coun-
triess the basically service oriented economies with a weak and
fragmented industrial structure shall not be able to meet the
rapidly growing needs in industrial products that have so far
been met mainly through i1mports Most member countries shall be
facing balance of payment prodblems that were met until recently
from oil revenues which ares expected for the rest of the century
to be at best moderate.

It is imperative that member governments adopt new orien-
tation in their industrialization strategies and policies intro-

rd
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ducingy drastic policy measures for their implementatione It
should aim at a palanced industrial development whereby metal,
engineering and capital goods industries that have been releg-
ated to a3 minor or second role hy most member countries should
be called upon in the future to play an important role in the
process of industrial develupments

Regional industrial co-operation shall constitute an impor-
tant dimension and essential element in any drive aiming at the
development of a dynamic and integrated industrial growths few
countries in the region haves individually, the economic struc-
ture and adequate resources for attaining an integrated and bal-
anced 1ndustrial developments. Howevery at the regional and
sub-regional levelsy they combine the required markety economicy
financial and manpower resources needed for its realization.
The newly formed GCC should yo a lony way towards reducing the
fragmentation of the Arab markete. Howevers this should be taken
as a time-phase to be followed by a broaded regional arrangement
ultimately leading to integration at the Arab national level.
Because of the limited natural resources base in GCC countriess
industrial development shall be still oriented primarily to an
export strategy which cannot sustain a viable integrated indus-
trial development as 1ndicated 1n the study on the subject
mentioned abovae There is a need for a captured diversified
internal market that can be secured only through a broader Arab
marketes

Another set of cnnclusions that need to he emphasized relate
to an  ancreasing imbalance in industrial location amonj Arab
countries; demonstrating again the essential need for a regional
orientation i1n industral developmente. For purposes of analy-
S1Sy Arab countries were distinjuished into three (groups (see
table Noe 10)e Thnese data reveal a continued trend that started
in the 1970%'s an favour of oil producing countriess. The Jdata
indicate that the share of OGroup B representing oil countries
witin small populations have increased rapidly from a low level
of 12«5 per cent in 1970 to 33.7 per cent in 1980« Projectinyg
into the futurey the various scenarios depict 9 continuing trend
although at 4 slower pace reaching by the end of the century
between 64-66H par cent of total MVA in the Arab countriese The
next highest snare going to the other two o0il producing coun-
tries that have more diversified resources and are relatively
more densely populated namely Iraq and Algeriades They recorded
1in the past an increase in their share from 23.8 per cent in
1960 to 28«0 per cent 1n 1980. Howevers their future share is
projected to suffer a decline reaching in the yedar 2000 between
17«4 to 26s7 per cent depending on the various sCcenarioss

Turning to the third group of countries which includes the
non-o211 Arab conuntries their share in total MVA which declined
from 637 per cent in 1970 to 3843 per cent in 1980 shall con-
tinue to record a raptd decline reaching batween 9.0 per cent to
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“hon per cent of total MVA by the end of the centurye in demon-
Cirete the seriousness of this dramatic shift in  industrial
Loncrnbration one needs to point to the corresponding disteib-
wiion pattern of populaticn by the three country groupse The
non-o0il countries estimated to have 65 per cent of the total
Lrab populations and the GLroup B-0il countries with thinly popu—
lated countries shariny about 12 per cent of the totat by the
vear 2000 (see table Nos Lll})e.

Finally the data reveal that at the wor 1 level the share of
ELWa and Arab countries in world MYA thet 1s expected to
increase into the fFuture shall still constitute a small share of
world outputs distoricaelly the share of Arab countries in totol
world YVA was maintained at about Oe.6 per cent in the decade of
the 1960%sy their share was rising to 0«9 per cent by 1980
ECWA region's respective share increased from U«35 per cent In
the 196075 to 0.7 per cent by 19b60. When compsred to total MVA
in developing countriess the total Arab countries? share has
declined from 10«4 per cent in 1960y to 9.3 per cent in 1970 and
84 per cent by 1980. MYA share of Arab countries has been con-
sistently Jlower than the share of the region in world and
developing countries® GDPe Taking the world totals the share of
Arab countries was rising from 1.3 per cent in 1970 veaching 3.3
per cent in 1980, As percentaye of total developing countries
GUP Arab countries? share increased from 9.3 per cent in 1960 to
l0e6 per cent in 1970 reaching 1/5 of total developing coun-
tries® GUP 1n 1980 As for Ffuture scenaricse total Arab
countries? share in total world MVA is estimated to rise respec-
Lively to le6 per cent and 2.1 per cent in  the year 2000,
depending on the nhistorical trend or accelerated growth scenar-
LOS e The corvesponding figures for EUWA country®s are
respectively 1o0 per cent and le4 per Cefte
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TABLE NO« L1l: DISTRIBUTION UF PUOPULATION BY THE THREE ARAB
CUUNTRY GROUPINGS (PERCENTAGES)

T e i e s 1 e e e i Sl . S . i A e G, Mot o . . e 1. St S e A o S . . B < . o . o b

' H 1980 1990 2000 ¢
R s P B
s Group A § 21-8 % 227 E 2306 E
1] L] L L)
S Group B 5 106 ; 113 ; 11.48 E
; Group C ; 676 ; 660 ; 64eb 5
R e T TTTTios Ty T Tioo s
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Source: United Nations Demographic

Indicators of Countries: Estimates and
Projections as Assessed in 1980. New York; 1962.

Group A: Iraqg and Algeria

Group B: Saudia Arabiay UAEs Kuwaits Qatar,
Lybi1asy Bahrain and Oman

Group C: Syriay Egypts Moroccoy Sudansy
Tunisi1a and Jordane
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