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AGFUND Arab Gulf Programme for United Nations Development Organizations
AMCEN African Ministerial Conference on Environment
APEC Asia-Pacific Economic Cooperation
ASEAN Association of South-East Asian Nations
CAMRE Council of Arab Ministers Responsible for the Environment
DESA Department of Economic and Social Affairs
EU European Union
GAFTA Greater Arab Free Trade Area
GATT General Agreement on Trade and Tariffs
GATS General Agreement on Trade in Services
GCC Gulf Cooperation Council
GOIEC General Organization for Import and Export Control
IAF International Accreditation Forum
IMF International Monetary Fund
JCEDAR Joint Committee on Environment and Development in the Arab Region
LAS League of Arab States
MCTC Model Customs and Tax Center
MEDRING Mediterranean Electric Ring
MERCOSUR Common Market of the Southern Cone
NAFTA North American Free Trade Area
OECD Organization for Economic Cooperation and Development
PERSGA Regional Organization for the Conservation of the Environment of the Red Sea
and Gulf of Aden
QUALEB Lebanese Quality Program
ROPME Regional Organization for the Protection of the Marine Environment
UCTE Union for the Coordination of Transmission of Electricity
UCPTE Union for Power Production and Transport Coordination
UNCTAD United Nations Conference on Trade and Development
UNDA United Nations Development Account
UNDP United Nations Development Programme
UNEPIROWA United Nations Environment Programme/Regional Office for West Asia
USAID United States Agency for International Development
WB World Bank

WTO World Trade Organization
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World Development Indicators 2006, Economy, —:uadll
Table 4.6 - Structure of service exports, www.devdata.
worldbank.org/wdi2006.
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Gyl
Principal Component Methodology (PCM) - Technical Details

PCM is a useful statistical method to find pattern in data of high dimension. It can be used to derive
statistically optimal weights that maximize the informativeness of the index. In the case of regional
integration in the Arab world, four variables were used to construct the index: inter-Arab (1) trade,
(2) investment, (3) tourism, and (4) remittances. These pertain to the 16 countries: Algeria, Bahrain, Egypt,
Jordan, Kuwait, Lebanon, Libyan Arab Jamahiriya, Morocco, Oman, Qatar, Saudi Arabia, Sudan, Syrian
Arab Republic, Tunisia, United Arab Emirates, and Yemen. Following is a brief description of PCM in the
current context.

Step O: Let
*  Zdenote the index;

*  (ay, ay, agj, a4) the values of the four economic variables for country j in a given year and (w, W,
w3, Wy) the corresponding optimal weights.

This implies that the value of the index for country j in a given year is provided by:
Z, = Z;Wiaij such that Z;Wi =l andj: 1~ 16

The optimal weights were computed for the year 2003 and then were used for every year thereafter to
derive the value of the index for that particular year. The reason behind choosing 2003 as a base year from
which the weights are computed is that the 2003 data is the most accurate: for many countries in 2004 and
2005, the four economic variables were forecasted based on the observed 2003 variables. The weighting
process using PCM is summarized as follows:

Step 1: Group the 2003 data into matrix A of dimension 4x16, so each Arab country has one column
comprising its regional integration variables.

Step 2: Calculate the corresponding covariance matrix C of dimension 4x4.

Step 3: Calculate both the eigenvectors and eigenvalues of C.

The weights’ vector (vi, Vo, Vs, V4) Will be the principal eigenvector corresponding to the highest
eigenvalue because PCM seeks the standardized linear combination of the original variables that provide

maximal variance. These resulting weights do not add up to one, so they are normalized according to the
expression:




