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Preface

The Survey of Economic and Social
Developments in the Arab Region is an
annual flagship publication of the Economic
and Social Commission for Western Asia
(ESCWA). This publication is mandated by
General Assembly resolution 35/56, para.
173; ESCWA resolution 270 (XXIV) paras. 2,
3 and 4; and ESCWA resolution 303 (XXVII),
paras. 1 and 2. This publication is linked to
subprogramme 3 of ESCWA, on economic
development and integration, which seeks
to contribute to efforts by member States to
reform economic institutions and develop and
implement policies based on principles of

good governance in order to enable economic
planning and policymaking in support of
inclusive and sustainable development. This
2018-2019 edition focuses on analysis of the
most recent socioeconomic developments
under a set format, with a reporting period
primarily from January 2018 to March 2019.
There are two main objectives: to analyse
routinely monitored economic and social
variables in the Arab region in a global
context (chapters one and two) and to focus
on studies of reforms of the energy subsidy
system and the macroeconomic implications
(chapter three).
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Executive Summary

The trajectory of world economic growth in
2018 was largely shaped by the effect of the
intensifying trade dispute between the United
States and China. The growth of global gross
domestic product (GDP) slowed slightly by

0.1 percentage points to 3.0 per cent in 2018.
International trade activity weakened, and
financial conditions tightened under the United
States Federal Reserve's decision to raise
interest rates. As a result, business confidence
and investment deteriorated over the course
of the year. These circumstances, combined
with persistent geopolitical tension across the
regions and the uncertainty of international
policy, are expected to restrain global
economic growth at 2.7 per cent in 2019.

Meanwhile, the global demand for oil surged
in 2018, driven particularly by strong economic
activity in China, India and the United States.
The oil supply dynamics were, however,
complicated by the uncertain political
situations in some oil-exporting countries.

The oil production in Venezuela and Iran
significantly dropped under sanctions, while
the Organization of Petroleum Exporting
Countries (OPEC) agreed upon an oil production
cut in December 2018.

Despite these cuts, the overall global supply
during year 2018 increased, driven mainly

by the rise in shale oil production in the
United States. That said, such geopolitical
volatility caused severe fluctuations in global
oil prices in 2018. The price of crude oil
increased substantially during the first three
quarters of 2018, mainly an effect of supply
reduction in Venezuela, Canada and Libya; but
it reduced during the fourth quarter, which
was further associated with the policy change
by the United States in dropping the Iran

sanction waivers on the impacted countries
during early 2019.

Along with the rise in the oil prices
throughout the year in 2018 and up to the
first quarter of 2019, the economy in the Arab
region recovered with a growth rate of 2.3
per centin 2018, compared to 1.7 per cent
the previous year. This growth was driven

by the hydrocarbon sector in the region’s
oil-exporting countries, particularly Gulf
Cooperation Council (GCC) countries. In
contrast, oil-importing countries such as
Jordan, Lebanon and the Sudan relied heavily
on oil imports which widened their current
account deficits and public debt.

Exposed to such vulnerability to fuel

prices, many parts of the Arab region were
encouraged to implement a series of subsidy
reforms and fiscal adjustment initiatives.
Nevertheless, political instability, high
levels of public debt, geopolitical tension
and uncertainty about international policy
continued to weigh down economic growth.
The economic outlook in the years to come
reflects this unpredictable backdrop in

the Arab region, with 2.6 per cent growth
anticipated in 2019 and 3.4 per centin 2020.

At the subregional level, the growth trajectory
was heterogenous. The GCC countries
significantly recovered the pace of economic
growth in 2018 reaching 2 per cent, following
a 0.2 per cent contraction the year before.

In the meantime, the introduction of GCC-
wide value added tax contributed to mild
inflationary pressures.

The pickup in the economies of Mashreq
countries was driven by the strong economic

Survey of Economic and Social Developments in the Arab Region 2018-2019 Executive Summary



expansion in Egypt and reconstruction in the
Syrian Arab Republic. In contrast, growth in
Jordan and Lebanon remained subdued in
2018, with a real GDP growth of 1.9 per cent
and 0.3 per cent, respectively. These two
economies are constrained by political
instability and long-standing conflicts in their
neighbouring countries.

The pace of economic growth in Maghreb
countries slowed to 3.3 per centin 2018,

owing to Libya's growth rate which decreased
massively due to the current military
escalation. However, real GDP growth rate,
excluding Libya, was estimated at 2 per centin
2018, which is down slightly from 2.1 per cent
in 2017, implying that growth outcomes in the
subregion appeared somewhat well sustained
in recent years.

The economies of Arab least developed
countries (LDCs) contracted by 1.7 per cent
in 2018 before rebounding with an expansion
of 0.3 per centin 2019. This negative

growth in 2018 was largely the result of
underperformance in the economies of

the Sudan and Yemen, which were largely
impacted by political upheavals.

As for the monetary policy stance, central
banks in almost all Arab countries increased
their policy rates in tandem with the ongoing
cycle of interest rate hikes in the United
States, with interest rate increases on four
occasions to reach the target rate of 2.5

per centin 2018. They did so cautiously in
order not to discourage domestic credit
growth. Such tightening monetary policy
stance, however, worsened the region’s fiscal
position, increasing the fiscal deficit and
public debt levels.

Under these regional economic conditions,
the social development dynamics in the
Arab region were stagnant. While the labour
force participation rates in the region remain
the lowest in the world, due in large part to
women'’s lack of participation in the Arab

region work force, the gender gap in the
employment has widened. In 2018, the female
unemployment rates in the region were
recorded at 15.6 per cent as compared to

5.8 per cent for males. The gender equality
indicator showed no significant progress from
the previous year.

Notably, employment in many countries of the
region is largely comprised of informal work
and underemployment, with workers in these
sectors suffering from a lack of access to
social protection and its benefits to well-being.
In addition to the region’s gender gap in the
labour market, the gender equality indicators
showed no significant progress from last
year. Women'’s political participation in the
region was also low, potentially limiting policy
initiatives for gender equality.

The main challenge facing the Arab region

is its delicate fiscal situation. In particular,

the energy subsidy system has placed
considerable burdens on government revenues
over the past decades. In fact, several Arab
countries have already established new
energy subsidy systems which are aimed at
maintaining affordable energy prices against
oil price fluctuation. The Survey, therefore,
examines the macroeconomic implications of
energy subsidy reforms system in this regard,
considering the case studies of two countries
in particular: Tunisia (an oil importer) and Saudi
Arabia (an oil exporter).

Tunisia has carried a severe financial burden
as a result of the low economic growth and
higher social spending since 2011, with the
consequent substantial increase in debt
level. In response to this situation, Tunisia
implemented a tax reform in 2016. Even so,
the decrease in fiscal deficit in 2018 was still
well below the targeted levels of 3 per cent
of GDP. In particular, the energy subsidy still
accounts for 48 per cent of public deficit

in the country, which needs Government
intervention to reform. In the assessment of
the economic and sectoral implications of an



increase in energy prices on the effect of the
energy reform conducted by the Economic

and Social Commission of Western Asia
(ESCWA), every 10 per cent increase in energy
prices resulted in a slight 0.2 percentage point
decrease in growth. On the other hand, the
inflationary pressure from higher energy prices
could be offset by external variables such as
the appreciation of the Tunisian dinar from
improvement in the trade balance.

Faced with fiscal deficit problems that are
also strongly linked to oil prices, Tunisia and
Saudi Arabia implemented value added taxes
(VAT) in 2015 and a substantive subsidy cut

in fossil fuel in early 2016. The same method
of assessment showed that when the energy
subsidy reform is undertaken with a fiscal
consolidation objective, it has a negative
impact on growth and employment creation.
For example, a 10 per centincrease in energy
prices led to proportionate decreases in

real GDP by 0.11 percentage points. Such
lack of growth in GDP is attributed to the
negative impact of the rise in energy prices on
households’ final consumption and on firm’s
intermediate consumption. In Saudi Arabia’s
case, the higher energy prices from subsidy
reforms has had no impact on its pegged

exchange rate, but has translated into a
surge in price indexes, negatively pressuring
purchasing power and resulting in economic
consequences.

Although higher energy prices from the subsidy
reform would negatively impact economic
growth due to lower economic activity arising
from lower demand and production, the impact
would be expected to eventually improve the
fiscal balance in both countries. To address
such heterogeneous effects of reform on

the economy, the long-term implementation
strategy needs to be taken into consideration.

Indeed, if the improved fiscal balance were
to be channelled towards increasing public
spending in growth-enhancing sectors,

it would provide inclusive growth for the
economy, even if it were at the expense of
higher inflation. In effect, the gradual removal
of the energy price subsidy would lead to
higher government revenue, lower financing
needs and improvement of the country’s
foreign reserves, enhancing the public
investment potential. Such expansionary
fiscal policy enhances economic activity,
outweighing the slowdown effects that arise
from higher energy prices.
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The following subregional groupings are used
in this report, taking into account a combination
of per capita income levels, geographical
proximity and similarities in economic and
social characteristics and conditions: Gulf
Cooperation Council (GCC) countries: Bahrain,
Kuwait, Oman, Qatar, Saudi Arabia and the

United Arab Emirates; Mashreq countries:
Egypt, Iraqg, Jordan, Lebanon, the State of
Palestine and the Syrian Arab Republic;
Maghreb countries: Algeria, Libya, Morocco
and Tunisia; Arab least developed countries
(LDCs): the Comoros, Djibouti, Mauritania,
Somalia, the Sudan and Yemen.
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the Arab Region

A. Global context

Global economic growth continued at a
moderate, albeit slightly decelerated, pace of
3.0 per cent in 2018 (figure 1.1A). This growth
trajectory was largely attributed to the effect
of the accelerated trade disputes between the
United States and China. In addition, the market
sentiment for investment deteriorated amid
weakened international trade activities and
declining business confidence, which started
to worsen during the second half of 2018.
Domestic macroeconomic policy challenges,
closely linked to high volatility of oil prices and
escalated financial stress, further complicated
the global economy landscape.

Together with such headwinds, particularly
in the context of conflict-affected countries,
persistent geopolitical tensions amplified and
caused heterogeneous dynamics in terms

of growth outcomes, which varied between
regions and countries. This posed challenges
in securing a multilateral, cooperative and
integrated global policymaking process
aimed at achieving inclusive, equitable and
sustainable development. These challenges
cast a cloud over the prospects for sustainable
global economic activity, translating into an
aggregate growth rate of 2.7 per cent in 2019.

As far as the dynamics of developed countries
are concerned, the average growth rate in
2018 was registered at 2.2 per cent, a slight
decline of 0.1 percentage point from the
previous year. A sizeable economic expansion
was observed in the United States, whose
economy experienced a 2.9 per cent growth
rate. This was driven by stimulus measures
aimed at minimizing the negative impact of the
trade dispute on its domestic economy. As the

1. The Global Context and its Implications for

economic boost from the stimulus measures
wanes (and taking note that the United States
Federal Government was temporarily shut
down in late 2018), real gross domestic product
(GDP) growth is, however, forecast to be 2.3
per centin 2019 with a further 0.2 percentage
point decrease anticipated in 2020.

Meanwhile, the growth rate in the European
Union declined by a 0.5 percentage point
over the period 2017-2018 as increased trade
tensions, fears over the risks posed by a
no-deal Brexit and geopolitical uncertainty
posed weaker financial market sentiments
across the region. Germany, in particular, was
subject to substantial economic uncertainty,
largely owing to weaker dynamics in private
consumption and industrial production
following the introduction of revised auto
emission standards as well as subdued
demand from foreign markets such as China.
Japan also recorded sluggish growth of 0.8
per centin 2018 relative to its growth figure
in 2017, dragged down by the sharp decline
in export growth and decelerated private
consumption. Partly as a consequence to these
conditions, growth prospects surrounding
developed countries are expected to be
inhibited in the years to come.

The inflation rate of developed economies
showed an upward trend of around 2 per cent
in 2018 (figure 1.1B). In the United States,

the inflation rate rose to 2.5 per cent amid
increases in the fuel prices and economic
expansion. The inflationary pressure further
prompted the pace of the United States Federal
Reserve's tightening policy, which raised the
interest rate on four separate occasions to
finally reach the target rate of 2.5 per cent. The
interest rate hikes triggered a sharp tightening

Survey of Economic and Social Developments in the Arab Region 2018-2019 The Global Context and its Implications for the Arab Region
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Figure 1.1 GDP and inflation, selected regions and countries, 2017, 2018 and 2019
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Source: Figures for the Arab region are ESCWA staff estimations/forecasts based on national statistical sources. Others are based on the
United Nations Department for Economic and Social Affairs, 2019b, 2019c.

of global liquidity conditions. In this context, Under the tightened financial conditions in
market interest rates, benchmarked by a 2-year 2018, the 3-month LIBOR (London Interbank
Treasury bond yield, consistently increased Offered Rate, a benchmark for bank-to-bank
until early November 2018, eventually reaching transactions) has also leapt by nearly 0.9 of
2.9 per cent (figure 1.2A). A similar trend was a percentage pointto 2.6 per cent over the
applied to 10-year Treasury bonds, which period January 2018 — April 2019 (figure 1.2B).
edged up to 3.2 per cent in the same month. Meanwhile, highly volatile dynamics have
Since then, both rates have dropped as the also been observed in the Treasury-Eurodollar
recent shift in United States monetary policy spread (TED) between the 3-month LIBOR
(with no further hikes expected in the coming and the 3-month United States Treasury Bill
months) likely eased the tightened financial yield rate. This rose until May 2018, dropped
conditions and pushed up equity valuation until December 2018 and then rose again in

in early 2019. early 2019.



Figure 1.2 Interest rates: dollar and euro
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Source: ESCWA staff calculations based on the Board of Governors of the Federal Reserve System, 2019b, 2019¢c; Federal Reserve Bank of St.
Louis, 2019; and Deutsche Bundesbank, 2019.

Figure 1.3 Foreign exchange rates of major currencies
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Source: ESCWA staff calculations based on Board of Governors of the Federal Reserve System, 2019a; and United States Commodity Futures
Trading Commission (CFTC), 2019b.

These rate movements may have also been tandem with these accommodative monetary
connected with the monetary policy stance policies, the German Government's 2-year bond

in some European countries. In late 2018, the yield was persistently moderated from October
European Central Bank ended its historic bond- 2018, while the German 10-year bond yield

buying operation that was aimed at stimulating continuously dropped from 0.57 per centin October
the Eurozone’s economy. The Bank of England 2018 to 0.06 per cent in April 2019 (figure 1.2C).
also raised the interest rate to 0.75 per cent

in August 2018, which is expected to remain Affected by somewhat different monetary
unchanged until the Brexit issue is resolved. In policy stances of the United States Federal
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Reserve and the European Central Bank, the
euro has constantly depreciated in relation

to the dollar since April 2018 (figure 1.3A).
Similarly, the Japanese yen also depreciated
against the dollar during 2018, partly
accompanied by a quantitative and qualitative
monetary easing (QQME) policy to maintain its
low short-term interest rate (figure 1.3B). The
Chinese renminbi depreciated significantly
against the dollar in 2018, despite a slight
reverse trend observed starting in November
2018 (figure 1.3C). Such depreciation may have
largely been attributed to the effect of the trade
dispute with the United States, which clearly
triggered capital outflows from China.

One of the most impactful factors that largely
shaped the global economic landscape in 2018
(as well in 2019) was escalating trade tensions

between the two largest economies in the world:

the United States and China. The tariffs imposed
in the second half of 2018 significantly reduced
the bilateral merchandise trade by more than 15
per cent. The increased trade barrier and tariff
hikes also weakened business confidence and
reduced merchandise import demand in both
developed and developing countries, which led
to slower global trade growth in 2018. Likewise,
the trade tensions partially disrupted the global
financial market sentiment and further reduced
investor confidence, which was reflected in a
reduction of the gross fixed capital formation

in the second half of 2018 in several vulnerable
developing countries.

Furthermore, higher tariffs on several sectors
in both economies added adverse spillovers
in some developing countries. For instance,
industries using steel and aluminium as capital
goods, such as machinery and electronic
sectors, and automobile producers in the
United States looked for cheaper substitutes
from other exporting countries such as
Mexico (for motor vehicles) and Malaysia (for
electronic integrated circuits, copper waste
and scrap). The retaliated tariffs imposed on
soybeans and corn exported from the United
States to China reversely offered greater

opportunity to agricultural product exporters

in Brazil. Nevertheless, if the trade dispute
remains unresolved in the years to come,
increased trade barriers will deteriorate the
trickle-down gains from the global value chains
(GVCs), especially in developing countries.

Recognizing such potential headwinds from
the trade tensions, growth performance

in developing countries was somewhat
contained at 4.3 per cent in 2018. China, the
principle driver of global growth, registered

a growth performance of 6.6 per centin 2018,
representing a 0.2 percentage point decrease
from the 2017 level. Coupled with the ongoing
trade dispute, softened domestic investment
primarily resulted in a downturn in the
expansion of the Chinese economy, despite
the regulatory stimuli. Consequently, India has
now taken on the role of the world’s economic
powerhouse given the fact that they managed
to achieve continued expansion at a growth
rate of 7.2 per cent in 2018. Growth in private
consumption and investment played a key role
in India. The growth outcome in the Russian
Federation also appeared competitive, with
real GDP growth rate of 2.3 per centin 2018,
relative to 2017 figure, in part as higher fuel
prices offset economic sanctions.

In the meantime, tightening financial conditions
and high volatility of global commodity prices
weighed on growth levels in many commodity-
exporting countries. The tightened monetary
policy by some major central banks caused
severe currency depreciation and widened the
sovereign spread,’ for instance, in Argentina
and Turkey. It triggered such countries to
tighten their monetary policy to contain
inflationary pressure. In Brazil, the economy
experienced the same rate of growth in 2018

as in the previous year (1.1 per cent), with
robust private investment offsetting the impact
of fiscal reform challenges. Concerns over
structural reform in Mexico deteriorated private
investment and employment growth, amid
widened sovereign spread in 2018. Moreover,
oil-exporting countries showed a gradual



recovery, profiting from higher oil prices, except
for Iran and Venezuela which were subject to
severe sanctions by the United States. Iran
registered an economic contraction of

1 per centin 2018, while Venezuela experienced
its worst economic crisis ever, resulting in a
contraction of 15 per cent.

In terms of labour market dynamics, the
unemployment rate in developed countries
dropped from 5.8 per cent to 5.4 per cent over
the period 2017-2018, resulting in historical
lows. In the United States, the unemployment
rate dropped to 3.9 per cent in 2018 as fiscal
stimuli boosted the economy. Taking great
benefit from structural reforms encouraging
women and elderly people to work, Japan also
reached its lowest level of unemployment at 2.7
per centin 2018. The German economy, as well,
experienced a favourable employment situation
(declining mini jobs? and increasing minimum
wages) and thus registered its unemployment
rate at 3.4 per centin 2018.

Despite the downward trend in the
unemployment rate in developed countries,
however, the global employment situation
appears unequal across countries and various
segments of the populations. The unemployment
rate in some developing countries, such as
Argentina, Brazil and South Africa, is expected
to increase to the highest level in a decade,
amid 26 per cent of the working-age population
in these countries living in extreme and
moderate poverty. Furthermore, improvement in
global working conditions has not progressed.
In 2018, about 61 per cent of 3.3 billion globally
employed workers fell into the category of
informal workers, who either received low
wages or lacked social protection.

This type of employment, characterized by

the poor quality of jobs, is one of the major
socioeconomic challenges in low- and middle-
income countries as more than one quarter

of such paid workers are living in extreme or
moderate poverty. In particular, one third of
workers for the Arab region, excluding GCC
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countries, are estimated to belong to extreme or
moderate poverty groups.® This may be because
the legal social security coverage still remains
low in the region, especially for women. The
refugee crisis creates further vulnerability in

an already weak social protection network and
keeps workers in conditions of poverty.

B. Natural resource commodities
1. 0il

In line with the modest performance of the
global economy in 2018, global oil demand
reached 99.2 million barrels per day (b/d), an
increase of $1.3 million b/d from 2017. The
stronger oil demand was accompanied by
increased economic activities in developed
countries, particularly the United States.

Oil demand in the United States, the world’s
largest oil consumer, rose by 2.2 per cent to
20.7 million b/d in 2018. Furthermore, oil demand
in developing economies (countries not in the
Organisation for Economic Co-operation and
Development (OECD)) surged by 2 per cent to
51.4 million b/d over the same period. Seventy
per cent of this increase came from China and
India whose demand grew by 0.5 million b/d
and 0.2 million b/d, respectively. The recent
upward trend in oil demand is anticipated to
continue for 2019, reaching 100.5 million b/d.

As for the supply side, global oil supply in
2018 was recorded at 97.5 million b/d, a 2.1
per centincrease from the previous year. The
world’s largest consumer, the United States,
has also emerged as the world’s largest oil
producer since 2017 and has continued to
dominate growth in global supply with a total
oil production of 15.5 million b/d in 2018, a
16.6 per centincrease from 2017. According
to the United States’ Energy Information
Administration (EIA), the country’s production
of shale oil accounted for 59 per cent of total
oil output. The shale industry has been building
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Table 1.1 OPEC oil market rebalancing efforts since 2016

28 September | Saudi Arabia held an informal meeting with 12 OPEC members in Algeria to discuss oil production
2016 cuts to between 32.5 million b/d and 33.0 million b/d for the first time since 2008, although oll
production increased to 33.4 million b/d in September 2016.

30 November
2016

10 December

At the meeting in Austria, OPEC decided to cut the oil production to 32.5 million b/d.

The Declaration of Cooperation was established by OPEC and 11 non-OPEC producers, including

2016 Russia. They decided to implement a production adjustment of 1.2 million b/d, effective 1 January

2017.

25 May 2017

Equatorial Guinea became a full member of OPEC. The second joint OPEC and non-OPEC

Producing Countries’” Ministerial Meeting agreed to extend the production adjustment for another

nine months commencing on 1 July 2017.

30 November

The third joint OPEC and non-0PEC Producing Countries” Ministerial Meeting decided to amend

2017 the Declaration of Cooperation to extend for the year of 2018 with agreed production adjustment.

22 June 2018

6 December

The Republic of the Congo became the seventh African country with full membership of OPEC.

Participants at the 175th Meeting of the OPEC Conference took note of an announcement by Qatar

2018 to withdraw from OPEC in January 2019. OPEC and non-OPEC countries agreed on a production
adjustment to cut oil output by 1.2 million b/d for an initial period of six months, effective January

2019.
12 February

OPEC reported a sharp reduction in its oil production, mainly owing to cuts in oil production in

2019 Saudi Arabia and a decline in oil exports from Venezuela.

176th Meeting of the OPEC Conference and the sixth joint OPEC and non-OPEC Producing
Countries’ Ministerial Meeting agreed to extend the previous voluntary production adjustments
(implement a production adjustment of 1.2 million b/d) for an additional period of nine months from

1 July 2019 to 31 March 2020.

its competitiveness by continuing to improve

its technical innovation and productivity, which
helped the country become the swing producer
in the oil market. In the coming years, the United
States will continue to lead the way in global oil
output growth, accounting for 70 per cent of the
increase in global production capacity.*

Another critical factor affecting global oil supply
dynamics was the Organization of Petroleum
Exporting Countries (OPEC) agreement to cut oil
production, which contributed to rebalancing
the 2018 global oil market. A significant output
reduction was observed in countries under
sanctions, namely Iran and Venezuela, which
registered a consolidated oil output cutin 2018
of nearly 0.3 million b/d and 0.6 million b/d,
respectively. In contrast, Libya and Nigeria,
countries exempted from the OPEC cut deal,

were able to raise their oil supply to around

1 million b/d and 1.7 million b/d, respectively.
Likewise, Saudi Arabia increased its oil output
by 0.35 million b/d to 10.3 million b/d in 2018

to partially compensate for lower Iranian
supplies, despite significantly influencing the
OPEC agreement to cut oil production. Overall,
the outcomes of the OPEC rebalancing were
somewhat restrained in 2018, with a consolidated
output of 31.9 million b/d, a slight decrease of
nearly 0.1 million b/d from the 2017 volume.

Reflecting the observed trade-offs in oil
production between OPEC countries, a
reduction of 0.3 million b/d from non-OPEC
countries partly contributed to the oil market's
ongoing rebalancing efforts. Mexico, for
instance, reduced oil output to 2.08 million b/d
from 2.23 million over the period 2017-2018,



largely owing to a natural depletion in oil fields
and the delayed development of new ones.

A series of OPEC rebalancing initiatives have
been discussed and this effort will continue
(table 1.1). In December 2018, OPEC and non-
OPEC countries agreed to cut oil production

by 1.2 million b/d during the first half of 2019.
However, their impact on the global oil market
could be limited since the United States
announced in April 2019 that sanctions waivers
will no longer be granted to any importers of
Iranian oil.5 Ending sanctions waivers to eight
countries (also coupled with recent sanctions
on Venezuela)® will have a considerable impact
on the recent decision for an oil production cut
by OPEC and non-0OPEC countries (table 1.1),
thereby complicating the oil demand-supply
equation which renders the global oil market
highly uncertain at the end of 2019. Persistent
political instability will further complicate

the recent oil market dynamics, including

the ongoing crisis in Libya, the political

crisis crushing Venezuela’s oil sector and

the balancing of interests among major oil-
exporting countries.

The price of oil fluctuated significantly in 2018
(figure 1.4A). For the first three quarters of
Figure 1.4 Qil prices, 2013-2019
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the year, the oil price increased by $12.5 per
barrel to $79.4, largely owing to a collapse in
Venezuelan oil production and unexpected
outages in Canada and Libya. During the

fourth quarter, it plummeted to $56.9 per barrel,
dragged down by oil supply uncertainty that was
intensified by sanctions on Iran. This sizeable
drop was further accompanied by a cooling
down of speculative activities (figure 1.4B).

Up until May 2019, the price of oil constantly
rebounded, trading at around $74 per barrel on
average. Such a price upturn can be traced

to the complications of both oil supply control
resulting from the 2018 December production
cut deal by OPEC and non-OPEC countries and
the end of Iran oil waivers. Nonetheless, the
price level is anticipated to stabilize by the
end of 2019, with a forecast price of $66.2 per
barrel and a further drop to $64 per barrel is
anticipated in 2020 (table 1.2). These forecast
figures are firmly based on the following
assumptions: the continuation of the oil market
adjusting efforts by OPEC and non-OPEC
countries and no radical change in American
sanctions on Iran and Venezuela.

In terms of crude oil output, the Arab region
produced nearly 25.1 million b/d of crude oil in

B. Oil future market: net speculative positions
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Source: ESCWA staff calculations based on World Bank, 2019¢; CFTC, 2019a; and EIA, 2019b.
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Table 1.2 Crude oil price estimation and forecast (OPEC reference basket: dollars per barrel)

Forecast annual average
Year Annual average Lower Baseline m

26.50 51.67 4068
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Source: Figures for 2016-2018 are based on the Organization of the Petroleum Exporting Countries (2018). Figures for 2019 and 2020 are ESCWA
staff forecasts (as of May 2019) where VAR model is employed with a method of least squares (Gauss-Newton/Marquardt steps), incorporating
lagged year-on-year quarterly variables of OPEC reference basket, OECD consumption, non-OPEC production, non-OECD consumption and
money managers net position, most of which are based on national statistical sources.

2018, a sizeable increase from the 24.5 million
b/d recorded in 2017 (figure 1.5A). At the
subregional level, GCC, Mashreq and Maghreb
countries produced 17.9 million b/d, 5.1 million
b/d and 2 million b/d, respectively, each of
which can be translated into a 3 per cent, 0.6
per cent and 7.1 per cent increase, respectively,
over the period 2017-2018. All four oil giants in
the region, namely Saudi Arabia, the United
Arab Emirates, Kuwait and Iraq raised their

oil output by 3.5 per cent, 2.4 per cent, 1.4

per cent and 0.1 per cent, respectively. Libya,
who was exempt from the OPEC cut deal, faced

unexpected outages in mid-June 2018, followed
by skyrocketing oil production in the latter half
of the year, eventually reaching nearly 1 million
b/d on average in 2018. In contrast, Arab LDCs
experienced a production drop of 2.7 per cent to
115,000 b/d in 2018, mainly owing to disruptions
in the Sudan.

Overall, adjusting between the regional oil
producing performance and the global oil price
evolution throughout 2018 allowed the Arab
region to achieve a substantial increase in gross
oil export revenues from $407.3 billion to $547.8

Figure 1.5 Oil production and export dynamics in the Arab region, 2016-2020
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billion over the period 2017-2018 (figure 1.5B).

At the subregional level, all four subregions
registered increased oil export revenues in 2018:
$94.7 billion for GCC countries; $30.9 billion for
Mashreq countries; $14.5 billion for Maghreb
countries; and $503 million for Arab LDCs. In the
coming years, however, total receipts from oil
export by the Arab region are forecast to slightly
reduce by 4.4 per centin 2019, followed by a
further decrease of 0.5 per cent in 2020. These
forecast figures are generated based on the
impact of lower oil prices substantially offsetting
a modest increase in oil output.

2. Natural gas and phosphate

Natural gas is another important hydrocarbon
sector for the Arab region. Algeria, Egypt,

Libya, Qatar and the United Arab Emirates are
members of the Gas Exporting Countries Forum
(GECF), which not only collectively controls
nearly 70 per cent of the world’s natural gas
reserves but also accounts for over 40 per cent
of global production. Over the past few years,
the strategic importance of natural gas for
many Arab countries has increased as global
demand for natural gas grew: it is forecast to
increase by 1.6 per centin 2019.” Such constant
growth in demand for natural gas is further
supported by the collective need of all countries
to improve environmental sustainability in both
residential and industrial sectors. Under these
global market dynamics, global trade in liquefied
natural gas (LNG) increased in 2018 by 3.2 billion
cubic feet per day (cf/d) to 41.3 billion cf/d.

China is driving such demand and became
the world’s largest natural gas importer by
the fourth quarter of 2018, surpassing Japan.?
The United States, the world’s top natural

gas producer, has substantially profited from
improvements in shale gas technology, which
accounts for more than 40 per cent of global
production growth, but remains a net importer
due to higher levels of domestic consumption.
The benchmark price in 2018 constantly
increased and peaked in November at $8.3 per
million metric British thermal units (MMBtu)
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in Europe and $4.1 MMBtu in the United
States; however, since then, both started

to fall as supplies from the United States to
Australia flooded the market (figure 1.6A). Arab
natural gas exporters should therefore focus
on earning a profit from growing demand,
especially in Asia, while effectively responding
to short-term import diversification efforts by
European consumers. This may explain the
decision by Qatar to leave OPEC in line with

its future energy strategy of pivoting towards
natural gas.

Qatar maintained its position as the world’s
largest LNG exporter in 2018. According to

the International Gas Union, however, it was
overtaken by Australia in early 2019. The surge
in Australian exports of LNG followed the start-
up of a number of export projects in the country
over the past three years, the most recent being
the Ichthys project offshore its northern coast.
In effect, Qatar made significant efforts to
diversify its portfolio and seek new markets. The
country especially focused on a project called
North Field Expansion by investing in four LNG
mega-trains in its North Field, while investing

in another facility in Texas, among others.
Furthermore, Qatar Petroleum, a state-run LNG
company, embarked on another major LNG
shipbuilding plan, with the potential to exceed
100 new LNG carriers over the next decade.

Meanwhile, Egypt, the United Arab Emirates and
Jordan managed to reduce their LNG imports

in 2018, thanks to their improved domestic
production capacity of natural gas. Egypt

has recently completed and operated natural
gas development projects and is expected to
become a net natural gas exporter by the end

of 2019; the country made an agreement with
Jordan to supply 165 million cf/d, which amount
to nearly half of Jordan's daily needs.

Regarding food security challenges in the
Arab region in term of food availability,

the indispensability of phosphate as a
macronutrient for agriculture production
and productivity should be recognized. The
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Figure 1.6 Natural gas prices and phosphate prices and exports
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region has the largest phosphate reserves in
the world (Morocco accounts for nearly 70

per cent of the total reserves). According to the
International Fertilizer Association (IFA), the
global consumption of phosphorus nutrients
for fertilizers was 45.1 million tons in 2018, up
from 44.2 million tons the year before. This is
expected to constantly increase by 0.8 per cent
and 1.8 per cent over the next two years.® In
responding to the growing demand, prices for
fertilizers, including phosphate-based fertilizers,
increased through the first three quarters of
2018 but began to slightly decline thereafter.

To be more specific, the price of diammonium
phosphate (DAP) increased by $32 per metric
tons (mt), from $357 mt to $389 mt over the
period December 2017 — December 2018, while
the price of phosphate rock also increased by
$19.1 mt during the same period (figure 1.6B).
The price rise in DAP and phosphate rock was
mainly as a response to the increase in global
fertilizer demand throughout 2018. During the
first quarter of 2019, however, the price of DAP
decreased by 12 per cent, relative to the fourth
quarter of 2018. This recent price decline can
be traced to dynamics in China whose imports
shrank due to the Government’s intention to
lower the use of chemical fertilizers."

In reflecting this demand and price movement,
the fertilizer industry in the Arab region has
significantly invested in improved phosphate
capacity, including expanding a fertilizer plant
in Jorf Lasfar in Morocco, a leading exporter
globally; and strengthening the production

of phosphate-based products in Egypt. This
improved capacity allowed more phosphoric
products to be exported over the 2017-2018
period (figure 1.6C). In contrast, Tunisian
phosphate production declined over the same
period as a result of social tension such as

a labour strike in the Ghafsam, which is a
phosphate producing area.

Despite the importance of natural gas and
phosphate production (and arguably oil
production), Arab countries should intensify
efforts to diversify their economies away
from commodity dependence. A high level of
dependence on such commodities, both as

a source of domestic energy supply and as a
source of revenue for oil- and gas-producing
countries leaves many parts of the Arab world
vulnerable to a narrow range of energy mix.
More than 95 per cent of the regional energy
supply is derived from oil and natural gas,
making the Arab region the most fossil fuel-
dependent region in the world. The absence



of alternative energy sources, especially
renewable ones, will pose one of the greatest
risk factors to the process of sustainable
development in the foreseeable future.

In response, many Arab countries have already
initiated renewable energy-led development
plans, some of which are already among the
global front runners in this field. The renewable
energy strategies are also consistent with
regional efforts of Intended Nationally
Determined Contributions (INDCs) on the

Paris Agreement under the United Nations
Framework Convention on Climate Change
(UNFCCC). Egypt's Sustainable Energy Strategy
to 2035 confirms the target stated in 2009 of 20
per cent of the country’s electricity generation
from renewable sources by 2022, with

more recent plans for renewable energy to
contribute 42 per cent of electricity generation
by 2025. Jordan is also seeing rapid growth in
renewable energy deployment. Endowed with
some of the Arab region’s best solar as well

as excellent wind resources, the Jordanian
government launched its new National

Green Growth Plan in early 2018, earmarking
renewable energy as a key sector in driving
sustainable growth and reigniting the country’s
stagnated economy.
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Notwithstanding recent efforts to increase the
deployment of renewable energy, the region’s
global share of renewable energy generation
capacity is exceptionally low (1 per cent),
according to the International Renewable
Energy Agency (IRENA), in comparison to 2

per centin Africa, 10 per cent in Latin America
and the Caribbean, 16 per centin North
America, 26 per cent in Europe and 45 per cent
in Asia and the Pacific region. In an individual
country context, Arab countries’ renewable
energy (including hydropower, wind, solar
photovoltaic, concentrating solar power and
others) accounts for a very low share in their
total power generation (figure 1.7). Relative

to other countries in the region, Saudi Arabia
and the United Arab Emirates produce the

least renewable energy, each estimated at
producing less than 1 per cent of their total
power generation. On the other hand, Morocco’s
recent effort to invest in utility-size solar and
wind projects has been remarkable and now the
country hosts Africa’s single largest windfarm as
well as one of the world’s largest concentrating
solar power plants. Ultimately, Morocco's

share of renewable energy in its total power
generation reached nearly 30 per cent in 2017
and will be over 40 per cent by the end of 2020
based on its strategic plan on energy mix.

Figure 1.7 Renewable energy capacity and its share in total power generation, 2017
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C. Financial and trade linkages
to the Arab region

Benefitting from the increase in average oll
prices, the regional financial sector improved in
2018, especially in GCC countries. In parallel to
the rise in oil export revenues, the GCC countries’
broad money stock gained growth momentum
(figure 1.8A; see chapter 2 for more details). The
improved domestic demand conditions further
contributed to boosting non-oil activity, coupled
to some extent with strengthened private sector
development. Consequently, the value of financial
wealth in GCC countries, measured by market
capitalization, rose substantially by $87.6 billion in
2018, the highest recorded increase over the past
several years. The two biggest contributors to
capital accumulation was the Saudi Stock Market
and the Doha Securities Market whose value of
capitalization surged in 2018 by nearly $55.9 billion
and $48.4 billion, respectively. It is particularly
worthwhile to recognize that the Doha Securities
Market substantially recovered from the capital
flight of $24 billion registered in 2017, which was
seriously affected by the boycott imposed on
Qatar by other Gulf States.

Meanwhile, the external financial wealth of Arab
countries can be explained by an evolution of
both the total cross-border claims and the total
cross-border liabilities based on data from the
Bank for International Settlements (BIS) (figure
1.8B). Over the period 2017-2018, total liabilities
(Arab clients’ deposits with main international
banks) increased by only 2 per cent, while total
claims (borrowings by Arab clients from main
international banks) increased by 6.6 per cent.
The Arab region as a whole remained a net
lender, with $190 billion in loans to the main
international banks as of December 2018. In
2018, Saudi Arabia ($126.1 billion) and Kuwait
($81.6 billion) were the largest net lenders,
whereas Qatar ($55.5 billion) and Egypt ($11
billion) were the biggest net borrowers.

With their close association with the international
capital market, the region has faced constantly

increasing financing costs since 2016. Measured
by three-month money market rates, overall rates
in the region rose in parallel with the rise of the
United States dollar three-month LIBOR (figure
1.8C). Largely affected by American monetary
policy tightening, most banks (particularly those
in GCC countries) repriced loans and thus their
net interest income increased. In addition,
lending activity generally picked up on the

back of higher government expenditure. Such
lending performance may have resulted in higher
profitability for these banks, despite sudden
stress on the implementation of International
Financial Reporting Standard 9 (IFRS 9) that came
into force in January 2018.

Notwithstanding the improved financial
performance (and the banking sector’s liquidity),
some downside risks remain critical. Many
Qatari banks still struggle with the negative
repercussions from the previous years’
diplomatic embargo. Some other banks in

the region continue to manage potential risks
posed by their global operations exposed to
Turkey." Higher loan loss provision charges may
restrain banking profitability in Bahrain, despite
financial aid of nearly $10 billion from Gulf
neighbours. In particular, bank consolidation
and mergers among banks in the region would
help consolidate the overcrowded banking
systems to improve their profitability and funding
capacity, but this would not be an easy task,
mainly because substantial ownership of major
banks belongs to the governments, making
merger talks even more complicated than usual.

International trade is another essential channel to
be analysed. The Arab region has generally been
a net exporter over the past years, exceptin 2015
and 2016, when the region suffered from a sharp
drop in oil prices (figure 1.9A). In 2018, trade in the
Arab region recorded total exports of more than
$1 trillion and imports of $794 billion, with exports
exceeding imports by $223 billion. This radical
increase of exports in 2018 was largely equated
with sensible demand (an increase of 32.7 per cent)
from Asia and the Pacific region. These recent
trade dynamics allowed the region to escape
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Figure 1.8 Global financial linkages in the Arab region
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from persistent outflows in foreign reserves,
which resulted in an additional accumulation of
$26.5 billion to reach more than $1 trillion by the
end of 2018. Nonetheless, there is still a long way
to go for the Arab region to recover to the level in
2015-2016, prior to the drop in oil prices.

Against this backdrop, the Arab region
continued to strengthen its export ties with Asia
and the Pacific region (figure 1.9B).

In terms of gross total, nearly 50 per cent of
goods exported by the region were destined

for Asia and the Pacific region in 2018. This
indicates that Asia and the Pacific region is the
major importer for energy-related products from
the Arab region. In contrast, the share of exports
to Europe decreased from 22.6 per centto 18.3
per cent over the period 2017-2018, in part owing
to somewhat sluggish economic activities and
associated lower demand from some European
countries. In terms of the geographical patterns
of Arab country imports, the general trend
remains consistent with the exporting dynamics
but relatively minimal with no substantial
changes in 2018 (figure 1.9C). Asia and the
Pacific region and Europe have continued to
play a significant role by dominating the export
products to the Arab region, with a share of 37
per cent and 35.5 per cent, respectively.

Intraregional trade in 2018 made up an 18.3

per cent share of total gross exports, a decrease
from 22.6 per cent the previous year, while the
share of imports within the region remained
unchanged, with 13.1 per cent throughout

2017 and 2018. However, this lower share in
intraregional exports does not necessarily mean
poor performance in intraregional exports given
the fact that the value of intraregional exports
indeed increased by $10.1 billion in 2018. Rather,
it was mainly because of the substantially
increased base total (denominator) from $780
billion in 2017 to more than $1 trillion in 2018. A
continuously broadening share in intraregional
trade over the past three years ($157 billion in
2016, $176 billion in 2017 and $186 billion in 2018)
has been accompanied by efforts to introduce

a series of trade integration mechanisms,
including the Grain and Feed Trade Association,
the Arab-Mediterranean Free Trade Area, and
the GCC Customs Union, among others.

Notably, the potential impact of the recent
trade tensions between the United States and
China should not be underestimated in the Arab
context. In effect, the direct exposure of Arab
economies to the United States is not as high
as some people may think, although many are
somewhat tightly interconnected to Europe and

Survey of Economic and Social Developments in the Arab Region 2018-2019 The Global Context and its Implications for the Arab Region
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Figure 1.9 Global trade linkages in the Arab region
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China. For instance, in Bahrain, the export of
aluminium to the United States constitutes only
about 5 per cent of the country’s total export

of aluminium and Bahrain’s aluminium could
possibly be exempted from tariffs. The export of
cars and associated parts accounts for nearly 15
per cent of Morocco’s total export volume, most
of which are destined for European countries.

The impact by trade tensions and a slowdown
in demand from China and some European
countries would be of concern for several
countries in the region, including Mauritania
(lower demand in minerals and fish) and Tunisia
(electronics, food and textiles). Meanwhile,

the region’s oil exporters, particularly GCC
countries, would also be exposed to falling
industrial activities and lowering demand for

oil from China as a result of the trade war. Not
just oil itself but global commaodity prices are
expected to highly fluctuate as China’s share of
the world’s commodity consumption stays very
high. Such commodity market-led volatility could
dampen investor confidence and tighten the
financing conditions for many Arab countries.
An escalation of trade tensions could therefore
negatively impact the Arab region, especially in
the longer term.

Under this potential risk of escalating trade
disputes, the crucial role of the services
trade among Arab economies needs to be
taken into account. Services could not only
satisfy domestic consumption and investment
demands but could also be exported and used
as intermediate inputs. Therefore, services
generally account for increasing shares of
value-added exports and are a key determinant
of the extent and nature of engagementin the
global value chain.

Despite the importance of the services trade,
Arab countries underperformed in terms of

the utilization of services value added for

their exporting performance relative to other
developed economies (figure 1.10). In general,
developed economies have more utilized
services value-added activities to boost their
manufacturing exports than Arab economies: on
average, about a 35 per cent share for selected
developed economies, compared to 22 per cent
for selected Arab economies, with available
data. The estimated figures on the services
value-added content of gross agricultural output
implies even more serious challenges for Arab
countries. On average, this accounts for about

a 31 per cent share for selected developed



Figure 1.10 Services value-added content of gross exports, selected developed countries

and Arab countries, 2000, 2005 and 2011
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economies, compared to 13 per cent for
selected Arab economies with available data. In
this regard, Arab countries have great room for
improvement, while noting that a diversified and
competitive services sector is not only important
in itself but also for the productive efficiency of
other sectors that can create more jobs and help
reduce extreme poverty in the region.

The fact that many parts of the Arab region
could benefit from promoting financial services
trade for their economic transformation process
should not be underestimated. For instance,
Jordan has recently reduced their financial

services restrictiveness during the years 2013-
2016, while in recent years GCC countries have
been competing to be the financial services
centre of the region, for example, in financial
technology (fintech)."

D. Concluding remarks

Under the moderate pace of global economic
growth, there have been a number of critical
factors that have noticeably influenced Arab
economies. Higher oil prices (mostly in 2018)
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Box 1.1 Potential contributions of digital technologies and ICTs for achieving SDGs
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By making communications more affordable, digital technologies help
multiply development opportunities for the poor. The deployment of
broadband can have a positive effect on GDP growth, thereby creating new
markets and contributing to job creation and poverty eradication.

Green ICT and biotechnology can improve agricultural efficiency by providing
farmers with the latest information on water consumption, irrigation efficiency,
safe fertilizers, weather forecasts, planting and harvesting technics, as well as
market situation and prospects.

Digital technologies enable health workers to be connected to information
and diagnostic services, while analytics can help make projections about
disease outbreaks, health service usage, patient knowledge, attitudes,
personal continuous management of diseases and health practices.

ICT opens the way to e-learning, the dissemination of Arabic content and
the provision of high-quality digital content thus making education more
accessible to all people, including people with disabilities and children in
vulnerable situations, and leading to better educational performance.

Access to ICT can enhance gender equality and women’s empowerment,
allowing women and girls access to education as well as information and
technologies of importance to their economic productivity, reproductive
health and rights, social well-being and decision-making.

Digital technologies will be crucial in ensuring the availability and smart
sustainable management of water and sanitation for all. This is particularly

important for infrastructure location, better and lower-cost maintenance,
optimized operations and improved quality of service to customers.

Digital solutions such as smart grids, smart buildings and homes and
smart logistics allow other sectors of the economy to improve their energy
efficiency and lower its consumption. Harnessing renewable energy
sources also depends on the use of new technologies and innovation.

Digital technologies can aid educated young people in identifying
economic opportunities; Technology and ICT offers great opportunities
for entrepreneurship and the creation of start-ups, and helps to attract
investment, thus offering new ways of work, enhancing employment
opportunities for all people.

ICT benefits this goal in the emerging information and knowledge societies,
which depend on open access to academic research, transparency to make
informed decisions and the power of online collaboration to support cross
sector and in-house co-creation, learning and work.

Digital technologies can help reduce inequality within and between
countries, especially when used to help deliver information and knowledge,
and therefore, social and economic progress to disadvantaged segments of
society, including those living with disabilities, women and girls.

Smart cities will make it possible to harness various digital technologies
for the collection and analysis of data and assessment of priorities, the
identification of potential challenges and adoption of the necessary
measures to overcome them.
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Digital technologies can foster sustainable consumption and production
through product-specific improvements and the implementation of smart
technologies in sectors such as agriculture, transport, energy, supply chain
management, and smart buildings.

Smart applications in urbanization in general, can help tackle climate
change and mitigate its impacts. ICT can optimize value chains and reduce
resource usage and waste. It plays a crucial role in sharing climate
information, forecasting and early warning systems.

Digital technologies can assist in oceanic conservation and sustainability.
Satellite monitoring delivers timely and accurate global data, while big
data can be used to analyze biodiversity, pollution, weather patterns and
ecosystem evolution, and to help plan mitigation strategies.

Digital technologies can help in the conservation and sustainable use of
terrestrial ecosystems and preventing biodiversity loss through improved
monitoring and reporting, as well as through the use of big data to analyze
short- and long-term trends and plan mitigation activities.

Within crisis management, humanitarian aid and peacebuilding, digital
technologies have proved a powerful tool in areas such as electoral
monitoring, using crowdsourcing. Government use of open data increases
transparency, empowers citizens and helps to drive economic growth.

The private sector, working with and under the guidance of the public
sector, can enlarge ICT markets, especially in broadband and mobile

&

communications, thereby making the most of this technology for

development. Technology can play an enabling role in support of the

implementation of all the SDGs.

were beneficial for oil exporters, especially

GCC countries, while at the same time crucially
burdening some oil-importing economies in the
region. The oil market dynamics thus continue to
be a driving factor that characterizes the regional
outlook, albeit to varying degrees between
subregions and countries. The prospects for

the Arab region are further clouded by elevated
levels of uncertainty, arising from escalating
global trade disputes and geopolitical tensions.
Such uncertain factors will likely impact regional
economic activities via supply chain disruptions
and sluggish investment dynamics. All of this
means that Arab policymakers face daunting
challenges to resume economic diversification
and fiscal consolidation in a sustainable way
(see chapter 2).

Nonetheless, greater development potential
for the region should be recognized, especially

with the use of digital technologies and
innovation. In fact, many Arab countries

have already started to heavily invest in
digitalization sectors. Leveraging the region’s
energy potential and taking advantage of
technological innovation will be critical to
promoting added value, industrial growth and
employment. Moreover, the inclusiveness

of such growth can be enhanced through
measures to promote digital technology-
based financial inclusion by facilitating
access to financial services for unbanked and
underserved social groups. The Arab region,
with its 400 million inhabitants, including many
educated young people, natural resources
and a privileged geographical position, has a
strong chance of becoming a digital economic
powerhouse with technologies aimed at
accelerating the process of sustainable
development (box 1.1).

Survey of Economic and Social Developments in the Arab Region 2018-2019 The Global Context and its Implications for the Arab Region
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in the Arab Region

A. Economic situation and prospects

1. Overview

Against a backdrop of the global development
landscape, the Arab region experienced an
economic recovery with a growth rate of 2.3
per centin 2018, up from 1.7 per cent the year
before (figure 2.1A). This recovery was largely
attributed to hydrocarbon sector-led growth in
the region’s oil-exporting countries, as oil prices
continued to consistently increase through

the first three quarters of 2018. Oil exporters,
particularly GCC countries, witnessed a sizeable
increase in oil export revenues.

In contrast, the countries characterized

by a significant dependence on oil imports
remained highly vulnerable to rises in global
fuel prices. In the end, their current account
deficits further worsened, and their public debt
increased thus limiting their space for policy.
In response to these market volatilities, a
series of policy reforms and fiscal adjustment
initiatives have been made, including raising
value added tax (VAT) rates, eliminating tax
exemptions, improving tax administration and
rationalizing customs duties. The economies
of oil-importing countries expanded partially in
this regard.

Nonetheless, geopolitical tensions and high
levels of public debt weigh heavy on their
mid-term perspectives in the region as a
whole. These negative factors further amplify
politically driven economic challenges,
especially in fragile economies which suffer
from ongoing refugee crises, shaky investor
confidence, weak private sector development
and external trade headwinds (associated with
recent global trade tensions).
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2. Socioeconomic Trends and Developments

Reflecting all these issues, real GDP growth
in the Arab region is expected to continue

at a modest pace of 2.6 per centin 2019 and
to increase further to 3.4 per cent for 2020. It
should, however, be noted that these forecast
figures are subject to future revision, as official
national accounts have been unavailable

for some conflict-affected countries for
several years. With this in mind, estimating
the economic cost of social conflict in those
countries is difficult (box 2.1).

Under these diversified trajectories of regional
growth, the average annual consumer price
inflation for 2018 was 6.7 per cent, slightly
down from 6.9 per cent in the previous year
(figure 2.1B). These estimations may not,
however, accurately reflect the comprehensive
regional price dynamics, as inflation trends
vary significantly by subregion and country.

For instance, inflationary pressures in GCC
countries appeared strong in 2018, especially
in Saudi Arabia, whose inflation rate was 2.5
per centin 2018, following a deflation of 0.9
per centin 2017. This upward trend was partly
associated with the recent implementation

of a GCC-wide VAT, which might have had
knock-on effects on household spending
power. Meanwhile, inflation in conflict-
affected countries continued to suffer from
hyperinflation, even though the Syrian Arab
Republic experienced a substantial drop of 13.8
percentage points over the same period.

More heterogeneity in Mashreq countries was
observed than in the other subregions. Tax
reforms and rising energy prices resulted in
higher prices in Jordan and Lebanon, making
it hard for them to reduce public debt and
putting increasing pressure on the banking

Survey of Economic and Social Developments in the Arab Region 2018-2019 Socioeconomic Trends and Developments in the Arab Region
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Figure 2.1 GDP and inflation, Arab region, 2016, 2017, 2018, 2019 and 2020
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system. Egypt, on the other hand, faced strong
inflationary pressures, although they were
somewhat contained. The Egyptian situation
reflected the effects of the pass-through of the
exchange rate and import prices to domestic
inflation that was accompanied by fuel subsidy
cuts (see chapter 3).

Dragged down by the effect of somewhat lower
global commodity prices in 2019, inflationary
pressures for the Arab region are expected

to ease towards the end of the year, with a
forecast of 5.4 per cent.

In particular, the recently adopted 2030 Agenda
for Sustainable Development reinforced all
responsible and accountable governments

and other actors to integrate economic, social
and environmental aspects and to recognize
their interlinkages, so as to achieve full
sustainable development. In so doing, several
Arab countries are in the process of aligning
their national development plans and strategies
with the SDGs. At the 2019 Arab Forum for
Sustainable Development (AFSD), the three
main areas of development were broadly
discussed as follows:
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Box 2.1 Six distinctive trends of Arab social statistics to consider for policymaking

The social development landscape can never be isolated from consideration in macroeconomic
policymaking. The graphic below draws on some distinctive trends through a statistical
interpretation of Arab social statistics. The volume of statistical data used in this narrative is
extensive and has been collected primarily from the national statistical offices. Exploring the social
statistics allows a full picture understanding of social transformation nexus and the mainstreaming
of the distinctive trends facts into regional and national macroeconomic policy frameworks, making
them more inclusive and equitable. Below, six areas of social dynamics are selected and explained
based on the importance of macroeconomic policy relevance.

Six areas Distinctive trends of Arab social dynamics

The population continues to grow rapidly, with a growth rate of 2.1 per cent over the recent years.
Meanwhile, the population is young overall, partly in line with higher fertility rates relative to other
regions. Improvements in the health and longevity of the population are also important to note. Life
expectancy at birth ranges from 62/64 years (for men and women, respectively) in Yemen to 77/81
years in Qatar. In particular, the number of international migrants has more than doubled since 1998.
The region also has the largest number of refugees and displaced populations worldwide, with three
countries (Jordan, Lebanon and the State of Palestine) hosting over 1 million refugees each.

Population
— dynamics

Most countries have moved away from the tradition of extended family households and
increasingly show a nuclear household structure. The average household size ranges from a
Household . , . o
composition high of around seven persons in Oman and Yemen to around four persons in Lebanon and Tunisia.
— and famil Female household headship is generally low. Meanwhile, the number of registered marriages and
an a'_“' I divorces has surged in recent years. The mean age at first marriage has increased for both men
LLELLIEE o women, although in some countries it is still common that girls are married as children.

Overall, more than 60 per cent of all households own the homes they live in, exceptin GCC countries.
The low home ownership in GCC countries is attributable to the high number of non-nationals

living there. Moreover, apartments are the more prevalent form of housing in urban areas, while
freestanding houses and villas are more prevalent in rural areas. More than 90 per cent of households
have improved sanitation facilities and electricity. The exceptions are Mauritania, the Sudan and
Yemen, where improved sanitation facilities and electricity are particularly rare in rural areas.

Housing
conditions

Reproductive and maternal health have improved significantly, but disparities persist. Most

Health pregnant women receive at least one antenatal visit, and most births are attended by a skilled health
professional and delivered in health facilities. However, maternal mortality ratios are still very high in
some Arab LDCs. Childhood immunization coverage is high in most countries as a substantially large
share of children received the five main vaccinations. However, adult obesity is common, particularly
among women. The most prevalent causes of death in all countries are diseases of the circulatory
system, followed by neoplasms and diseases of the respiratory system.

The region has experienced a dramatic expansion of education in recent decades. In most GCC
countries, 99 per cent of young people are literate, while the lowest youth literacy rate is reported in
Mauritania (70 per cent). Enrolment in primary schools is generally high and in some countries the
gender gap in the net enrolment ratio has significantly narrowed in recent years (for example in Irag
and the Sudan). Enrolment in secondary education is lower than in primary education. Meanwhile, wide
variations are observed between countries in the pupil-teacher ratios at all levels.

Education

The overwhelming majority of adults practice a religion. Lebanon reported the lowest proportion:
roughly 80 per cent. Women tend to be more religious than men; in Tunisia, the difference between
the sexes is 20 percentage points. Trust in other people is low in the region. Yemen reported the

Culture and

social . e e
participa- highest levels of trust, at about 40 per cent. Membership in civic organizations is low for almost
o all countries. Less than 20 per cent of the population are active members of sports or recreational

organizations, and in most countries that number is less than 10 per cent for women. Internet usage
has increased over the past decade, in particular in GCC countries.

Note: This box draws on E/ESCWA/SD/2017/5.
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e First, take stock of global and regional
progress on the 2030 Agenda and include
reviews of specific SDGs, namely, SDG 4,
SDG 8, SDG 10, SDG 13, SDG 16 and SDG 17;

e Second, focus on unpacking each of
empowering people, ensuring inclusiveness
and equality for accelerating the process of
sustainable development through exploring
policy interlinkages, policy coherence,
mechanisms, and lessons learned;

e Third, highlight the importance of national,
regional and global follow-up and review
processes, especially voluntary national
reviews and messages to the High-level
Political Forum (HLPF) 2019 at United
Nations Economic and Social Council
(ECOSO0C) and General Assembly levels.

2. Gulf Cooperation Council countries

Mainly supported by higher oil prices,”™ coupled
with a 3 per centincrease in oil production,
GCC countries significantly recovered their
pace of economic growth in 2018, reaching 2
per cent, following a 0.2 per cent contraction
the year before (figure 2.2A).

In Saudi Arabia, the largest economy of

the GCC group, economic expansion was
primarily driven by booming oil sector activity.
Furthermore, non-oil sector activity was also
solid and contributed to the momentum of the
recovery. Although a decline (-0.7 per cent) in
Saudi Arabia’s crude oil output is anticipated
in 2019, its recently renewed commitment to
improve its natural gas processing capacity
will likely support positive growth in the years
to come. The regional economic upturn took
advantage of boosts in non-oil activity, in line
with planned public investment projects

such as the football World Cup in Qatar in
2022 and the World Expo in 2020 in the United
Arab Emirates.

Meanwhile, a substantial increase in oil export
revenues improved external balances and

resumed the accumulation of foreign exchange
reserves in the subregion. Such favourable
circumstances were further aided by the
recent issuance by GCC countries of around
$30 billion in sovereign debt and their more
active involvement in global financial markets,
such as the inclusion of Saudi Arabia in the
Morgan Stanley Capital International (MSCI)
Emerging Markets Index.™

Consequently, the current growth trajectory

is anticipated to continue in 2019, with real
GDP growth expected to be 2.2 per cent. The
economies of Bahrain, Kuwait, Qatar and the
United Arab Emirates are forecast to expand in
2019 at 2.3 per cent, 2 per cent, 2.9 per cent and
2.7 per cent, respectively. On the other hand,
growth performance in Oman and Saudi Arabia
will remain subdued relative to 2018, at 1.2

per cent and 1.8 per cent, respectively, before
rebounding substantially to 4.2 per cent and 2.3
per centin 2020.

These forecast figures are indeed largely
based on several assumptions including:

the current public investment projects will
continue; the expected moderate impact

of oil prices on investment confidence will
manifest itself towards the end of 2019; and
some visible payoff from recent fiscal reforms
will be integrated into economic activities and
translated to provide fiscal space.

In the longer term, however, a potential
downside risk cannot be ruled out as efforts
towards the above-mentioned structural
reforms may be delayed. This is in part because
such a series of fiscal adjustments may not

be regarded as urgent, especially should
future oil market movements provide fiscal
buffers. That said, in Saudi Arabia, the National
Transformation Programme 2020 and Vision
2030 emphasized the essence of economic
diversification initiatives so as to move away
from the high dependence on oil activities.
Furthermore, the country has also been looking
to diversify revenue sources within the energy
sectors (such as into refineries producing
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material for the energy industry). However, if Saudi Arabia and 3.1 per cent in the United
the pace of structural reforms is slow, such Arab Emirates (figure 2.2B). The VAT-led
an ambitious development plan is likely to be inflationary pressures will have only temporary
thwarted. In this context, a timely delay (or knock-on effects on household spending
failure) of effective economic diversification power so that the inflation rates of these two
would cloud the positive prospects. countries will slightly lower in 2019 to 1.8

per cent and 2.1 per cent, respectively. An
As far as inflation dynamics are concerned, additional easing is expected in 2020, as the
the overall economic recovery in GCC impact of the VAT rollout dissipates.
countries appeared to be accompanied by
mild inflationary pressures, reinforced by The inflation rate in Bahrain registered at 2.1
the introduction of a unified VAT that fuelled per centin 2018, up from 1.4 per cent the prior
consumer inflation in 2018 at 2.5 per centin year. The domestic price rise was largely due

Figure 2.2 GDP and inflation, GCC countries, 2016, 2017, 2018, 2019 and 2020
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Figure 2.3 Geographical trade structure, GCC countries

A. Net exports of GCC countries: gross total
(billions of doflars)
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to higher food prices and transport costs, and
this upward trend is expected to continue in
2019 given the scheduled imposition of VAT and
additional energy tariff hikes.

In contrast, inflationary pressures stabilized
in Oman, Kuwait and Qatar to 1 per cent,

0.6 per cent and 0.2 per cent, respectively.
Weaker food price growth contributed
considerably to the decline. But these
countries’ inflation rates are expected to pick
up in 2019. Especially in Oman, where higher
consumer spending is anticipated in 2019 and
the possible introduction of indirect taxes

in the following year will force the domestic
price level to go up.

With global oil prices having generally
increased in 2018, the value of total exports
from GCC countries rose substantially by $181.3
billion over the previous year, while the total
import value to the subregion decreased by
$13.9 billion (figure 2.3A). Net exports thus
amounted to $293.3 billion in 2018. Benefitting
from the increased trade bill, GCC countries
succeeded in accumulating $23.8 billion in
foreign reserves in 2018, reaching $681 billion
as a whole.

In terms of the geographical concentration

of trade in 2018, Asia and the Pacific region
received the largest share of GCC exports by
more than half in total (55.1 per cent), despite
having decreased its global share over the past
years (figure 2.3B). In the meantime, the share
of imports shipped from Asia and the Pacific
region also stayed the largest globally in 2018
(figure 2.3C). As trade dynamics with Asia and
the Pacific region can be broadly associated
with the recent trade tensions between the
United States and China, the largest regional
shares in both exports and imports will be
somewhat damaged in near future. As far as
intraregional trade is concerned, the shares
in 2018 were 21.6 per cent in terms of exports
and 13.5 per cent in terms of imports, which
explains why there is still greater room for
GCC countries to take into consideration
intraregional trade promotion especially in
merchandise goods, thus moving towards
greater economic diversification efforts.

The external sector performance in GCC
countries generally improved (figure 2.4),
associated with the recovery of oil prices and
boosts in oil export activities. Consolidating
all GCC countries, net trade balance on goods



and services in percentage of GDP was
posted at 12 per centin 2018, which was up
from 10.2 per cent recorded in the previous
year. As such, the current account surplus
widened from 3.8 per cent GDP to 6.1 per cent
GDP. However, the surplus is forecast to
narrow in the coming years, reflecting
somewhat stabilized oil prices, adding

to complicated oil production dynamics,
including pressures from OPEC discussions
on the oil production cut and American
sanctions against Iran. It should particularly
be noted that fuel exports account for nearly
65 per cent of the total merchandise exports
in GCC countries on average, compared to
around 11 per cent for the world average.

In contrast, manufacturing exports for GCC
countries on average account for 12 per cent
in their total exports but 68.5 per cent for the
world average.

At the country level, Saudi Arabia has seen
radical improvements in its trade balance. Net
trade balance in goods and services reached
$53.3 billion. The Saudization programme, the
Government plan to replace expatriate workers
with Saudi nationals known as Nitaqat, also
restricted outward remittances. As a result,
the current account balance substantially
improved in 2018 to a surplus of $37 billion,
which is translated into 9.2 per cent GDP.
However, partly as a consequence of the
recent OPEC agreement on production cutin
2019, oil exporting performance will be slightly
restrained, thereby reducing current account
surplus to less than 2 per cent GDP in the
upcoming years.

Likewise, the United Arab Emirates also
sustained a surplus in its current account

in 2018. Higher oil prices and net income of
investment inflows of nearly 7.3 billion dirhams
greatly underpinned such trade fundamentals.
In 2019 and 2020, the country will continue to
enjoy a current account surplus, despite some
weakness in the dollar and anticipated lower
oil export volumes. This outlook for the external
sector, the part of the economy that interacts

Iy

with other economies, is to some degree
based on the assumption that services income
will increase as the World Expo attracts
international visitors.

The oil export-led improvement in trade
dynamics applies to Kuwait and Qatar as

well. Even though a declining surplus on
merchandise trade is anticipated in the years
to come, both economies will likely sustain

a surplus outcome in their current account
balance. This will be especially so in Qatar
where the beginning of the Barzan Gas Project
operations will accelerate gas production and
associated exports.

On the other hand, the external positions of
Oman and Bahrain remained relatively weak

in 2018, despite some tangible improvements

in merchandise trade and buoyancy exhibited
by non-oil exporting activities. Oman thus
witnessed a substantial reduction in its current
account deficit in 2018, recording close to 6
per cent GDP. Meanwhile, Bahrain experienced
a marginal increase in deficit, with nearly 6

per cent GDP, as the country suffered from
profit repatriation by foreign companies and
approximately 1.2 billion dinars worth of
outward workers’ remittances. Both economies
will remain constrained by a persistent

deficit in their current account, partially due

to underperformance of primary/secondary
income account reflecting ongoing reliance

on foreign labour for their private sector
development. Such accumulated deficits with
less than supportive global financial conditions
will put a further burden on external debt
sustainability in these two countries, resulting
in high external debt to GDP at nearly 100

per centin Oman and 190 per centin Bahrain
over the period 2019-2020.

Monetary and liquidity dynamics were
broadly in line with developments in the

real economy and the external environment
(figure 2.5). Saudi Arabia’s foreign exchange
reserves, a measure of the ability to defend its
currency, ended its downward trend in 2018,
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Figure 2.4 Trade and current account balances, GCC countries (percentage of GDP)
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accumulating to $496.2 billion in December
2018. The rebounded trajectory mainly came
into effect with current account surplus and
the country’s inclusion in the Financial Times
Stock Exchange Russell and MSCI Emerging
Markets indices.

In the meantime, the Central Bank of the
United Arab Emirates, ranked second in
foreign reserves among GCC nations, with
$99.2 billion in December 2018, recorded an
addition of $4.1 billion from its 2017 level.
Credit account balances and deposits with

foreign banks substantially contributed

to such accumulation. In line with these
dynamics, broad money supply in domestic
currency showed resilience, indicating some
sensible growth in domestic demand.

Kuwait, Qatar and Oman followed a similar
trend in foreign reserves, amounting to

$37 billion, $29.1 billion and $17.4 billion,
respectively, by the end of 2018. In particular,
the Qatar Central Bank reserves soared by
$15.3 billion, driven by its hike in investments
in bonds and foreign treasuries. The overall



Figure 2.5 Monetary indicators, GCC countries
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domestic liquidity as measured by the

supply of broad money declined in Qatar by

6 per cent over the period from January to
December 2018. This marginal decrease in
broad money was accompanied in particular
by a drop in quasi money, meaning assets that
can easily liquidify.

Unlike other GCC countries, Bahrain’s foreign
reserves diminished by $490 million in 2018,
despite slightly picking up in November 2018
(thanks to generous oil prices and some
financial support from GCC neighbours).

Reflecting weaker domestic demand and a
slowing real estate market in several GCC
countries, private sector credit growth did not
greatly influence the GCC’s overall monetary
and liquidity conditions. For example, lower
credit for construction activities has more than
offsetincreased mortgage lending in Saudi
Arabia,' while Bahrain’s corporations were not
necessarily demanding credit because of the
existence of GCC funds.

Especially throughout 2018 and up to the first
quarter of 2019, a tighter monetary stance
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Figure 2.6 Fiscal balance break-even oil price, GCC countries, 2016, 2017, 2018 and 2019
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prevailed with rising financial costs for central
banks of GCC countries that increased their
policy rates in tandem with the ongoing cycle
of the United States’ interest rate hikes. Such
policy rates led to some capital outflows
during the second half of 2018 and further
affected the demand for credit.

There is wide consensus that the fiscal balance
performance of GCC countries is greatly
characterized by a high dependence on oil
revenue, which significantly hinges upon oil
prices dynamics. Reflecting recent oil prices
movements, most GCC countries (Bahrain, Saudi
Arabia, Oman and the United Arab Emirates)
appeared to experience an unfavourable
situation whereby their fiscal break-even

oil prices are estimated above recent price
levels (figure 2.6). On the other hand, two other
GCC countries have fiscal buffers, which may
have influenced their decision on a delay in
implementing VAT. So far (as of May 2019), Saudi
Arabia, the United Arab Emirates and Bahrain
have introduced a VAT and Oman plans to
implement one by September 2019 to scale up
their revenue mobilization.

At the country level, Saudi Arabia’s fiscal
deficit substantially declined to 4.6 per cent

GDP, thanks to higher oil prices together with
various revenue-raising measures, including
VAT, excise tax, expat levy and energy price
reform (see chapter 3). The improved outcome
was further accompanied by a widening

of non-oil revenue coverage (embodied in
Saudi Arabia’s Vision 2030). In the years to
come, their fiscal position will be maintained,
reflecting that revenues are expected to grow
by 9 per cent while a 7.3 per centincrease

is forecast for total expenditure in line with
strong public investment under a four-year
stimulus plan.

Like that of Saudi Arabia, the fiscal position
in Bahrain and Oman improved in 2018,
despite both experiencing a deficit. Bahrain’s
efforts to narrow its fiscal deficit took place,
driving it to 9.3 per cent GDP in 2018, while
the deficit situation will be stabilized partly
by a fiscal aid package of $10 billion from
other GCC countries. Nonetheless, a potential
risk remains as the country’s debt burden is
the greatest among GCC nations, at nearly
100 per cent GDP (figure 2.25). In the
meanwhile, Oman’s sensible reduction in
fiscal deficit, equating to 9.5 per cent GDP in
2018 and the deficit reduction trend, albeit
marginally, will continue over the next few
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Figure 2.7 Fiscal positions, GCC countries (percentage of GDP)
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years. This forecast is mirrored somewhat
by the slower pace of implementing new
revenue-raising measures.

Elsewhere, Kuwait, Qatar and the United Arab
Emirates recorded fiscal surpluses in 2018,
equivalent to 3 per cent GDP, 2.2 per cent GDP
and 2.8 per cent GDP, respectively. Arise in
crude oil prices that boosted government
revenues along with consistent reforms
positively affected their fiscal balance. The
fiscal position in the case of the United Arab
Emirates will be somewhat constrained,

reflecting the cabinet approval in September
2018 of a substantial increase in 2019 spending
(allocated for community development,
education and the health care sector).
Moreover, the Government of Qatar will sustain
a favourable fiscal position, firmly supported
by abundant natural gas reserves. Despite
rebounding to a fiscal surplus in 2018, Kuwait's
financing needs (after compulsory transfers

to the Future Generations Fund and excluding
investment income) and the burden of wages
and subsidies that constitute nearly 70 per cent
of the country’s total budget will constrain its
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overall fiscal position, ultimately turning to
deficit over the next few years.

3. Mashreq countries

Growth in Mashreq countries averaged 3.5
per centin 2018, an increase from 1.9 per cent
the year before (figure 2.8A). This increase

in aggregate demand was mostly driven by
strong growth in Egypt, the largest country in
this subregion, with a real GDP growth rate

of 5.2 per cent. Egypt’'s economic expansion
was realized as tourism, natural gas activity,
remittances and international reserves all
appeared strong. Continual policy reforms also
supported such growth momentum, influencing
positively an upgrade of the country’s
sovereign rating in late 2018.

The Syrian Arab Republic was also fairly strong
in 2018 in terms of economic growth, with a
rate of growth at 10.1 per cent. Reconstruction
efforts have already begun, and Syrian
expatriates have also started to return home,
boosting private consumption levels. Similarly,
economic activities in Irag were also strong
enough to rebound into positive growth in
2018 (from an economic contraction of 1.7

per centin 2017). Iragi economic conditions
will gradually improve in the coming years,
supported by greater gross oil-export revenue.

In contrast, growth in Jordan and Lebanon
remained subdued in 2018, with a real GDP
growth of 1.9 per cent and 0.3 per cent,
respectively. These two economies are
constrained by political instability and
long-standing conflicts in neighbouring
countries. Additionally, intraregional trade
was somewhat stagnant partly due to
geopolitical characteristics, including lower
workers’ remittances and foreign investments,
especially in Lebanon. Meanwhile, the State
of Palestine suffered seriously from the Israeli
occupation and associated policies and
practices, including restrictions on donor fund
transfers, resulting in its economy expanding
by 0.7 per cent in 2018.

The outlook in this subregion will stay
clouded due to a combination of external
uncertainties (such as mounting global trade
tensions and financial market uncertainty),
socioeconomic situations in neighbouring
countries and persistent structural rigidities
of the individual country as well as the
internal political situation (for example, some
delay in policy reforms due to the formation
of a new governmentin Iraq and Lebanon).
Overall, although the subregion’s growth

will pick up slightly, mainly pumped up by
lower oil prices, increased risk of rising
social tensions will continue in the longer
term, possibly intensifying security concerns
and capacity constraints, associated with
demographic changes such as the ageing
population (box 2.2).

The inflation trends in Mashreq countries
are heterogenous (figure 2.8B). Despite a
substantial cut in policy rates by 300 basis
points in February 2018 following a series of
sharp hikes in the aftermath of the Egyptian
pound’s flotation, double-digit hyperinflation
in Egypt remains a real concern. This
stabilizing trend will be, however, challenged
since energy subsidies will continue to be
phased out. In the Syrian Arab Republic,
strong inflationary pressure over the past
few years (double-digit hyperinflation) has
significantly eroded real income growth and
made households highly vulnerable to any
economic shock. In 2018, the country was
able to greatly mitigate through its managed
single-digit inflation.

Apart from those countries substantially
easing their inflationary pressures, inflation
rates in Jordan and Lebanon edged up to 4.5
per cent and 6.1 per centin 2018, respectively,
traceable to a strong rebound in commodity
prices, especially fuel products. Inflationary
pressure will, however, continue to the end of
2019, reflecting some declining energy prices.
Meanwhile, the State of Palestine experienced
a deflation of 0.2 per centin 2018, followed by
marginal inflation hovering around 0.7 per cent
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Figure 2.8 GDP and inflation, Mashreq countries, 2016, 2017, 2018, 2019 and 2020
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in 2019. Likewise, the Iraqi inflation rate was 0.4 such, the foreign reserves of most Mashreq

per centin 2018 and will gradually increase as countries dwindled due to the trade deficit. But
higher domestic demand together with rising in Iraq, reserves were accumulated sizably,
food and transportation costs is expected. mainly driven by its improved external balance.
The foreign reserves in this subregion thus
Influencing the improvement in economic rose in 2018 by $16.6 billion, of which $15 billion

activities in general, a steady growth of export belongs to Iraq.
goods was recorded in Mashreq countries,

which increased by $32.3 billion to $132.1 It is worth revisiting the export-import nexus
billion in 2018. Notwithstanding the steady that significantly affects the subregion’s
growth, the subregion as a whole was still geographical trade pattern. The value of total
positioned to be a net importer in 2018, with exports to Asia and the Pacific region soared
a net value of $34.5 hillion (figure 2.9A). As by $21.9 billion to reach $62.1 billion in 2018,

Survey of Economic and Social Developments in the Arab Region 2018-2019 Socioeconomic Trends and Developments in the Arab Region



48

Box 2.2 Conflict-associated vicious circle on older persons in the Syrian Arab Republic

The population of the Arab region had until recently been characterized by the demographic
phenomenon of the “youth bulge”; however, a demographic shift towards a larger ageing
population is projected for the near future. Having faced the challenges associated with larger
proportions of young people, Arab countries must now prepare for and adapt to growing numbers
of older persons. Population ageing is occurring in the Arab region as a result of decreased

fertility rates and increased longevity, largely due to development and health gains. Older persons
(individuals aged 60 and above) have unique needs and abilities: the growing number and
proportion of older persons means that countries and societies must be prepared to support their
dependency and health, and recognize and promote their active, meaningful involvement in society.

While various challenges associated with older persons in the region are broadly explored in box
2.6, this box focuses on conflict-associated vicious circle on older persons. Of all the conflict-
affected countries, the Syrian Arab Republic suffers most from the negative impact from the
combination of ageing population and a deep sociopolitical crisis. Understanding the impact and
dynamics of the Syrian crisis is thus important to identify strategies, policies and programmes
that promote inclusion and better understanding of the consequences for older persons
(vulnerable populations), including those who stayed in their homes, the internally displaced,
refugees who fled the country, and those who emigrated for other reasons. Older persons are
encountering a chain of daunting challenges as a result of the conflict.

(]
Increasing poverty

Mortality @ @ Loss of economic and financial resources

The armed conflict has caused around 2 million injurig lost their financial resources such as the
population, which has increased the burden on ercial and residential buildings, the loss
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The negative impact of the crisis in the Syrian Arab Republic on older persons has been
significant, affecting their health and psychological, social and economic well-being. The conflict
has had an immediate impact on the current older population and, according to research on other
post-conflict situations, is likely to impact the next generation of older persons. There is therefore
a need for short- and long-term policies under a strategic vision that protects and respects the

—
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rights and dignity of all population groups, including older persons. Moreover, it is important to
recognize that Syrian older persons could play a major role in rebuilding social cohesion after the
conflict ends, contributing their experience to support an inclusive reconstruction process.

Note: This box draws on E/ESCWA/SDD/2017/3.

Figure 2.9 Geographical trade structure, Mashreq countries
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accounting for nearly a 50 per cent share in total
(figure 2.9B). Meanwhile, exports to Europe,
North America, Latin America and the Caribbean
and Africa stood at 22.1 per cent, 11.7 per cent,
4.7 per cent and 4 per cent, respectively. The
greatest share of imports, at 42.7 per cent,

came from Europe, followed by Asia and the
Pacific region (27.7 per cent), North America (6.8
per cent), Latin America and the Caribbean (4.4
per cent) and Africa (1 per cent) (figure 2.9C).

A large share of trade with China, Europe and
the United States would be a downside risk to
Mashreq countries, especially if the ongoing
trade tensions were to persist.

Out of many analytical viewpoints considering
geographical trade dynamics, the subregion’s
underperformance in the promotion of the
intraregional export initiative is particularly
significant. The low engagement in the regional

value chain is perhaps due to currently

high transport costs combined with poor
infrastructure. Therefore, the macroeconomic
policy framework in Mashreq countries should
focus on improving trade cooperation with
neighbouring countries.

In terms of external sector balance, Mashreq
countries in general suffered from current
account deficit, owing to the negative impact of
higher oil prices. Mashreq’s consolidated trade
deficit (on goods and services) decreased from
$70.7 billion in 2017 to $49.9 billion in 2018, while
the consolidated current account deficit also
followed a similar trend, posting at 2.3 per cent
GDP. The deficit in the current account balance
is forecast to widen, to close to 7 per cent GDP.
At the country level, however, the external trade
outcomes and prospects varied significantly
(figure 2.10).
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Figure 2.10 Trade and current account balances, Mashreq countries (percentage of GDP)
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The current account deficit in Egypt, for
instance, narrowed to $6 billion in 2018 (2.4
per cent GDP). This reduced deficit level was
largely attributed to the country substantially
narrowing its trade deficit by $8.2 billion.

In addition, the country’s manufacturing
exporting capacity continues to improve

and its share accounts for more than half

of total exports. A surge in services surplus
was also remarkable, greatly contributing

to these improved trade dynamics and was
associated with increased tourism revenues
by almost 100 per cent. The average

expenditure per night was $95.6 in 2018 an
increase from $86.1 in the previous fiscal
year. Furthermore, the capital and financial
account also improved, traceable to a net
inflow of both foreign direct investment of
$7.7 billion and portfolio investment of $12.1
billion. The recent trend in the external
sector performance will likely continue
over 2019 and through 2020 when a modest
expansion of hydrocarbons export (new
production of natural gas) and improvement
in export competitiveness (under a weaker
currency) are expected.
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Figure 2.11 Remittance inflows to Mashreq countries, 2018
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Jordan’s current account challenges eased
gradually in 2018 on the back of a narrower
trade deficit (increases in exports and
decreases in energy-related imports). In terms
of the recovery in merchandise exports (of
which manufacturing exports account for
more than 70 per cent), the country took great
advantage of active transactions with major
trade partners such as the United States and
India while also profiting from the re-opening
of trade routes to Iraq. Tourist receipts also
showed positive growth momentum. However,
foreign direct investment declined and
remittances remained somewhat stagnant.
For 2019 and 2020, the economy of Jordan will
see the growth of export earnings, partly due
to some recovery of prices of phosphates and
improved regional market access as well as
trade agreements with Europe. Meanwhile,
Jordan will likely struggle with higher global
energy prices and a heavy reliance on
tourism. These factors expose the country

to external risks as weaker global growth is
anticipated in the coming years.

Lebanon’s balance of payments situation in
2018 was similar to Jordan but somewhat
more complicated with a larger current
account deficit (equivalent to nearly 24

per cent GDP). A slowdown in remittances
and deposit inflows, which have been critical
parts for the country’s financing requirements,
represented a serious burden to the balance
of payments constraints. Although the
reopening of trade routes through the Syrian
Arab Republic and the gradual improvement
of transport of goods by land to neighbouring
countries are considered positive factors,
high transit costs will remain a serious
impediment to exporting activities. If a weaker
external environment is prolonged, Lebanese
external debt level (gross term) is expected to
reach over 190 per cent GDP.

A current account deficit was also the

case for the State of Palestine, reaching

11.4 per cent GDP in 2018. A dual deficit in
merchandise trade and services were the
main drivers for such unfavourable external
sector outcomes, despite the surplus of
income account (driven by increased levels
of compensation for employees working

in Israel) and the fund transfers (of which
donors’ transfers constituted more than one
third in total transfers from abroad). It should
be noted that remittance inflows are essential,
accounting for a substantial portion of the
economy (17.7 per cent GDP) (figure 2.11).
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Figure 2.12 Monetary indicators, Mashreq countries
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Unlike the other four Mashreq countries, the
Iragi economy registered a surplus in its current
account balance in 2018. The recovery in oil
prices was quite conducive to generating
domestic economic activities as some additional
refinery facilities which were seriously damaged
by armed conflictin 2014 resumed operations.

It should especially be noted that almost all
exports are fuel-related. Eventually, the current
account surplus widened to 5.2 per cent GDP.
Nonetheless, the country’s external sector
prospects in the forthcoming years may be
subdued since its import value is expected to

surge as security improves on the border roads
connecting it to Jordan.

With some improvement in the balance of
payments situation, the subregion’s foreign
reserves showed some positive resilience
(figure 2.12). Egypt's foreign reserves
increased, closing the year at $38.6 billion in
December 2018. This trend of accumulation
was mainly attributable to inflows of foreign
direct investment, Eurobonds and central
bank deposits from donors. A similar improved
external balance on the dynamics of foreign
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Figure 2.13 Fiscal positions, Mashreq countries (percentage of GDP)
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Note: Due to the lack of official statistics, figures for the Syrian Arab Republic are not presented.
reserves also impacted Iraq as it managed Reflecting the subregion’s growth trajectory
to accumulate $60.6 billion towards the end in both real and external sectors, domestic
of 2018, which covered the imports of goods demand generally showed positive signs
and services for seven to eight months. throughout 2018. This subregional trend,
In contrast, the Central Bank of Lebanon however, cannot explain the whole story,
and Jordan experienced a decumulation which entails a diverse dynamism in each
in foreign currency reserves in 2018. This Mashreq country. For example, Egyptian
largely stemmed from the redemption of three money supply was tightly managed in 2018
sovereign bonds denominated in foreign as the Central Bank of Egypt had to exert
currencies, leaving $40.6 billion (a reduction control to cool down inflationary pressure
of $2.9 billion) and $11.5 billion (a reduction in line with an arrangement for a $12 hillion
$729 million) at the end 2018 for Lebanon and International Monetary Fund (IMF) deal
Jordan, respectively. signed in 2016. Year-on-year growth of
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broad money stock in Egypt is still very high
(averaging 18.4 per cent), but the favourable
impact of domestic demand dynamics was,
however, mostly offset by double-digit
inflation in 2018.

Meanwhile in Iraq, the pace of broad money
growth was stabilized, together with private
sector cash credit extended by commercial
banks in 2018. For Jordan, Lebanon and the
State of Palestine, broad money growth
presented high volatility and showed a
downward trajectory, close to zero towards the
end of 2018. The downward trend of these three
countries indicates long-standing challenges in
sustaining their domestic demand expansion.
On the other hand, the Syrian Arab Republic
has not published official figures of these
indicators, but it is likely that the country will
start to issue new foreign currency certificates
of deposits to improve its trade operations in
the near future.

The fiscal situation in Mashreq countries
was unfavourable in 2018 except in Egypt
and Iraq. Egypt’s fiscal situation improved

in 2018. Petroleum spending decreased and
is expected to further reduce, following the
recent completion of a fuel subsidy reform.
Furthermore, the continued reduction

in electricity subsidies will support the
creation of some fiscal space that can be
beneficial to income transfers and social
welfare spending. Egypt’s fiscal deficit
therefore narrowed to 8.3 per cent GDP

and an additional decrease in deficit is
anticipated in the coming years as the
country’s continuous fiscal reforms will pay
off in the form of fiscal space. Thanks to the
recovery in oil prices, Iraq’s fiscal balance
substantially rebounded from a deficit of 1
per cent GDP to a surplus of 4.5 per cent GDP
over the period 2017-2018. This favourable
situation allowed the country to substantially
lower its public debt level to below 50

per cent GDP. Iraq has been, relative to other
Mashreq countries, able to manage and keep
Government debt under control.

In Jordan, on the other hand, public finances
are constrained by the continuous fiscal deficit
situation. Tax receipts were constrained,
dragged down by the slow pace of economic
expansion, while expenditure rose as

support for refugees remained an economic
burden. This persistent deficit meant that the
Government struggled to curb public debt,
equivalent to 94 per cent GDP (figure 2.25).

In fact, the debate about debt sustainability
has been more devastating in Lebanon whose
public debt level amounted to roughly 150

per cent GDP. In light of rising service debt,
amounting to nearly one third of total spending,
Lebanon'’s fiscal deficit further widened

to reach close to 10 per cent GDP in 2018.
Meanwhile, the fiscal situation in the State of
Palestine deteriorated marginally to a deficit
of 3.4 per cent GDP in 2018 which is expected
to further widen in 2019, to nearly 5 per cent
GDP. Such reduced fiscal space can be largely
traceable to a continued decline in foreign aid.

4. Maghreb countries

In 2018, the Maghreb countries underwent an
economic slowdown with an average growth
rate of 3.3 per cent, a substantial drop from
the 10.1 per cent the year before (figure 2.14A).
However, this weighted averaged figure might
have distorted the real growth performance,
given that the subregion’s growth is heavily
influenced by Libya whose growth rate, under
the current military escalation massively
decreased. Real GDP growth rate, excluding
Libya, is estimated at 2 per cent in 2018, a slight
decline from 2.1 per cent in 2017, implying that
growth outcomes in the subregion appeared
somewhat well sustained in recent years.

As expected, economic performance masked
considerable variation across the countries

in the subregion. The Algerian economy was
partially hurt by a decline in hydrocarbon
production in 2018 although it is managing to
increase public spending through monetary
financing. As a result, economic activities
stayed moderate, with a real GDP growth of 1.8



Figure 2.14 GDP and inflation, Maghreb countries, 2016, 2017, 2018, 2019 and 2020
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per centin 2018. The growth momentum will
continue in the years to come and will profit
from higher gas production as new fields come
on stream. Meanwhile, Morocco and Tunisia
experienced modest agricultural production in

2018 that boosted domestic demand expansion,

which helped expand their economies by 3
per cent and 2.5 per cent, respectively.

Overall, growth prospects in Maghreb countries

will most likely continue to be subject to more
uncertain external environments (such as
slower demand from European market) and be

constrained by persistent structural rigidities
that may impede private sector development.
Such challenges will result in growth to edge
down in the subregion to 2.4 per cent before
rebounding back to 2.9 per cent in 2020.

In terms of inflation trajectory, as a whole the
Maghreb subregion roughly experienced a
downward trend and will continue on such a
trajectory in the years to come (figure 2.14B).
The biggest contributor to this is Libya whose
inflation strongly decelerated in 2018 thanks
to the appreciation of the Libyan dinar on
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Figure 215 Geographical trade structure, Maghreb countries

A. Net exports of Maghreb countries: gross total
(billions of dollars)
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the parallel exchange market. However, the
Libyan domestic price evolution will be highly
uncertain owing to disruptions to supply

chains relating to a lack of goods and services.

Persistent hyperinflation dynamics over the
last four years have in fact badly affected
real incomes and has certainly pushed more
Libyans into financial hardship.

Meanwhile, inflation in Algeria remained
relatively under control in 2018 at about 4.3
per cent. This was partly because prices of
consumer goods and housing were largely
subsidized. Inflation in Morocco also posted at
2.2 per cent, with an exchange rate pegged to
a euro and dollar basket. Tunisian inflationary
pressures, on the other hand, rose sharply

to 7.3 per cent in 2018, perhaps traceable to
anincrease in VAT coupled with the effect of
exchange rate passthrough.

Maghreb countries continue to hold the status
of net importers (figure 2.15A). This reflects
total merchandise exports of $108.2 billion and
total imports of $127.7 billion, consolidating at
a total of $19.5 billion in net imports. Despite
the moderate inflow of funds from increased
fuel export revenues, particularly in Libya,

another three Maghreb countries had difficulty
with regards to an outflow of foreign reserves
in 2018, forcing the sale of foreign currency
reserves over the past few years ($203.3 billion
in 2017 and $189.7 billion in 2018).

Notwithstanding this backdrop, the
geographical pattern of trade in Maghreb
countries remained largely unchanged in 2018.
Trade links with Europe were substantial,
probably because of the subregion’s
geographical orientation to the continent.
Maghreb countries’ gross total exports in 2018
were $73.4 billion, accounting for nearly 67.8
per cent in total exports, followed by Asia and
the Pacific region (11.8 per cent), North America
(7.7 per cent), Latin America and the Caribbean
(4.3 per cent) and Africa (1.8 per cent) (figure
2.15B). Europe also remained the largest source
of imports to the subregion, accounting for 64.1
per cent of gross total imports, followed by

the Asia and the Pacific region (19.6 per cent),
North America (5.7 per cent), Latin America

and the Caribbean (4.9 per cent) and Africa (0.4
per cent) (figure 2.15C).

The share of intraregional trade exports
slipped to 4.6 per cent in 2018, largely driven



57

Figure 2.16 Trade and current account balances, Maghreb countries (percentage of GDP)
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by changing terms of trade, while the share of
intraregional imports marginally increased to
6.5 per cent. In fact, since 2016, all Maghreb
countries’ export shares to the Arab region
have continuously declined. As of 2018 export
shares to the Arab region amounted to 1.6

per centin Libya, 3.7 per cent in Morocco, 4.6
per centin Algeria, and 9.5 per cent in Tunisia.
The challenges in intraregional trade should
be addressed by redoubling efforts to improve
transport and logistics services, a point which
has been raised as a key strategy to integrate
this subregion into global value chains. It

should also be noted that intraregional trade
would offer great potential for Maghreb
countries to boost their economic activities,
increasing employment and taking advantage
of capacity-building for value added industries.

More specifically, the deficit challenges
sustained in 2018 both in terms of trade
balance (8.2 per cent GDP) and current
account balance (6.8 per cent GDP), and will
go on over the coming years (figure 2.16).

For example, Tunisia’s situation in balance of
payments was connected to a current account
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Figure 2.17 Monetary indicators, Maghreb countries
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deficit, reaching more than 10 per cent GDP GDP, thanks to export of phosphate products.
in 2018. This modest deterioration was the Notwithstanding such balance of payments
result of a rise in import bills, coupled with the constraints, Morocco and Tunisia are the top
depreciation of the country’s local currency, among countries in the Arab region to register
thereby widening the trade deficit. In 2019, a significant portion of exports associated
soaring prices of raw materials and energy- with manufacturing: around 70 per cent and 81
related items that were a root cause of the per cent, respectively.

negative balance of payments situation will

be partially mitigated. Morocco’s economy In contrast, the subregion’s energy exporters,
faced similar circumstances, but its deficit namely Algeria and Libya, profited from
challenge was, however, not as serious as increased fuel export earnings in 2018 given
that in Tunisia given the fact that the current the fact that fuel exports account for over 90

deficit level slightly widened to 4.5 per cent per cent of their total merchandise exports.
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Figure 2.18 Fiscal positions, Maghreb countries (percentage of GDP)
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With exceptionally low external debt (in fact,
the lowest among Arab countries), Algeria

managed to reduce its current account deficit

to nearly 9 per cent GDP in 2018 as oil and
gas exports roughly accounted for more than
90 per cent of Algeria’s total exports. This
upward momentum will likely reverse in 2019,
owing to a rebound in oil and gas production.
Similarly, but notably, Libya recorded a
current account surplus close to 2.5 per cent
GDP in 2018, reflecting a 56 per cent increase
in oil export receipts (despite of unexpected
outages that faced the country in mid-June

2018). This balance of payments situation will,
however, turn into a tiny deficit in current
account position, with 0.3 per cent GDP

in 2019, based on the assumption that the
ongoing political conflict will be accompanied
by large import of products.

The exacerbation of the imbalance of external
payments led to a further erosion of foreign
reserves in most Maghreb countries, except in
Libya. Tunisia’s official reserves decreased by
nearly $480 million over the period December
2017 to December 2018, during which tensions
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Box 2.3 Rethinking pension reforms in Tunisia

The financial viability of the Tunisian pension system has been questionable since the 1990s. The
transition to a large ageing population phenomenon now underway in Tunisia, coupled with high
population replacement rates and the low linkages between contributions and pension benefits,
has put the financial situation under intense pressure. The current Tunisian pension system is

a pay-as-you-go (PAYG), based on the concept of solidarity within and across generations. Itis
administered by two funds: The National Fund for Social Security (Caisse Nationale de Sécurité
Sociale; CNSS), and the National Fund for Retirement and Social Welfare (Caisse Nationale de
Retraite et de Prévoyance Sociale; CNRPS).

e CNSS is a public body with civil character and financial autonomy under the supervision of
the Ministry of Social Affairs and administered by a board of directors, in which the State,
employers’ organizations and labour unions are represented;

e CNRPS manages the pensions of public sector employees in ministries and public institutions,
local collectivities and public companies, reports to the Ministry of Social Affairs and has legal
entity and financial autonomy.

Various prospective quantitative tools have been used to assess the viability of the Tunisian
pension system and to propose reforms in Tunisia over the past years. Taking advantage from
some models that can be applied well to the Tunisian context, the analysis here opts for the
hybrid approach, taking the best elements of overlapping generations (OLG) and the partial
equilibrium model, in order to assess the viability of the pension system and to simulate a number
of prototypical reforms.

Scenario 1. No reform Scenario 2. Increase in official retirement age

m The number of both funds' contributors will decrease while the
number of pensioners will increase.

m Dependency rate (pensioners to contributors' ratio) could
increase, deeply affecting financial situation of both funds.

m Both funds are forecast to register significant deficits.

m To cover this deficit, further assessment of three parametric
reforms can be proposed as follows
[Scenarios 2, 3 and 4).

m Both funds revenue willincrease while expenditure wil
decrease, improving overall fiscal situation.

m Public deficit decrease will reduce domestic indebtedness.

m Both private and public sector workers will undergo revenue
decreasing.

m Females will lose revenue more than males.

m Generations that will be at the age of official retirement

will be more affected than those already retired.

Pension
_reform
simulation

m Both funds will see revenues increasing and deficit
reducing, enhancing overall fiscal position.

m Increase of labour cost wil affect recruitment n private
sector to be decreased.

m Intragenerational redistributive impact will favour females.

m Public sector workers will benefit from increase of revenues
whereas private sector workers willlose revenues.

m Most of the population born after 1967 will see decrease of revenue

while retired generations will see revenues increasing marginally.

m Reform does not affect dependency rate of CNRPS
while reducing expenditure, thereby decreasing
deficit

m Distributive impact s the opposite to Scenario 3.

m Females willlose revenues more than males.

m Public sector workers willlose revenues whereas revenues loss for
private sector workers will be limited.

m Most of the population born before 1980 will see revenue decreasing

while active generations will see revenues increasing marginally.

Scenario 3. Contribution rate increase Scenario 4. Replacement rate reduction

Pension reforms are not neutral in terms of growth, fiscal sustainability and redistributive
impacts. The illustrative simulations show that each type of reform produces different results in
—
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terms of growth, job creation and fiscal deficit among and between generational redistribution.
Since the pension system also interacts with the rest of the economy, any change in its
parameters could affect the cost of labour, the Government’s fiscal position, social disparities and
economic growth. For this reason, pension reforms should not be an accounting exercise in
which the sole objective is to find the parameters that ensure the financial equilibrium.
Policymakers should conduct an ex ante assessment of the possible implications of any change
in legislation and find the optimal reform that has the best economic and social implications.

Note: This box draws on E/ESCWA/EDID/2018/TP.7.

over foreign exchange dynamics then reinforced
a further depreciation of the Tunisian dinar.
Morocco's foreign currency reserves also
reduced by $1.7 billion in 2018, mainly owing to
an unfavourable external trade environment.
The largest reduction was reported in Algeria
whose official reserves shrank by $17.4 billion,
in part due to ongoing current account deficits
and limiting capital inflows. Meanwhile,

the Central Bank of Libya succeeded in
accumulating foreign reserves, largely
supported by an increase in oil export bills.

On the back of somewhat sustaining domestic
demand in 2018, broad money stock supply
continued to grow helping to bolster private
sector activities across most countries in
the subregion. Year-on-year growth of broad
money stock throughout 2018 averaged at

11 per cent in Algeria, 11.3 per centin Libya,
4.6 per centin Morocco and 10.3 per centin
Tunisia. However, accelerating broad money
growth coincided with creeping inflation
towards the end of 2018, which did not
necessarily contribute to growth in domestic
demand, especially in Libya and Tunisia.

In terms of fiscal dynamics, Maghreb
countries managed to improve their fiscal
situation through significant efforts made

to address fiscal deficit challenges such as
introducing subsidy reforms and revenue
mobilization. The economy of Algeria cut
spending substantially by 2.6 per cent GDP,
leading to an improvement of fiscal balance.
The higher level of revenues driven by fuel
price increases also contributed to narrowing

the deficit level to 5.5 per cent GDP in 2018.
Continued fiscal adjustment was also done

in Tunisia and Morocco. Their improved tax
collection through efforts fighting tax evasion
compensated for their higher subsidy outlays
associated with rising energy prices in 2018.
Reflecting these efforts, the fiscal deficit
slightly narrowed in 2018 to 4.9 per cent GDP
in Tunisia, while Morocco maintained the
previous year's deficit level of 3.9 per cent
GDP. These two countries recently started
pension reform programmes to respond to the
considerable deficit that has accumulated

in their pension system. The Government

of Tunisia in particular has studied various
pension reform options (box 2.3).

Quite the opposite, Libya’s fiscal situation
improved as Government revenues
substantially rose in 2018 (61 per cent), while
the country’s spending remained restrained
(20 per cent). Consequently, the fiscal deficit
narrowed massively to 9.4 per cent GDP in 2018
from 30 per cent GDP the previous year. The
improved dynamics further allowed the Libyan
Government to control its public debt level
having radically reduced it from 140 per cent
GDP to almost 100 per cent GDP over the
period 2017-2018 (figure 2.25). Nevertheless,
the limited scope for public spending on social
safety nets will remain a risk for sustaining the
Libyan economy.

5. Arab least developed countries

The economies of Arab least developed
countries (LDCs) contracted by 1.7 per cent
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Figure 2.19 GDP and inflation, Arab LDCs, 2016, 2017

, 2018, 2019 and 2020
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Source: ESCWA staff estimations/forecasts based on national statistical sources; DESA, 2019a, 2019b, 2019¢; and ESCWA, 2019e.

in 2018 before rebounding to an expansion

of 0.3 per cent in 2019 (figure 2.19A). This
negative growth was largely the result of
underperformance in Yemen and the Sudan
whose economies were impacted by political
events. The steep depreciation of the Yemeni
currency in mid-2018, coupled with double-
digit hyperinflation, weighed down expansion
of domestic demand, despite a rise in oil
production. In the same manner, the Sudanese
economy struggled against devaluations of
the Sudanese pound. The country’s economic
situation was aggravated by hyperinflationary

pressures and serious balance of payments
constraints. These downside risks were
translated into dampened private consumption
and deterred investment. In this context,

the Sudan is facing serious unrest and
political crises triggered by such growing
economic hardships.

The other four LDCs, namely the Comoros,
Djibouti, Mauritania and Somalia, had relatively
stable economic environments. In the Comoros,
agriculture and infrastructure sectors drove
economic expansion, maintaining a growth



rate above 3 per cent. The growth outcomes in
Djibouti and Mauritania were more favourable in
2018. Ongoing construction of a free-trade zone,
a desalination plant and road infrastructure
were conducive to positive economic activities
in Djibouti, while the Mauritanian economy
benefited from mining sector development and
other commodity exporting activities. Despite
long-standing conflict and poverty, the economy
of Somalia also expanded at 3.3 per cent, thanks
to telecommunications, construction and
service sectors.

Overall, economic challenges in these low-
income countries will be partly mitigated by

a number of global-level trade facilitation
initiatives, including the Bali Package and

the duty-free and quota-free market access
initiative under the guidance of the World Trade
Organization (WTO). However, the subregion’s
heavy reliance on external assistance may still
encumber the medium-term economic outlook.
This is especially so for the economy of Somalia
where remittance receipts account for a
substantial portion of GDP: uncertainties leading
to an economic slowdown in GCC countries or
Europe in the forthcoming years may possibly
exacerbate socioeconomic concerns.

Reflecting on the macroeconomic challenges
and political instability surrounding Arab
LDCs, inflationary pressure was very strong

in 2018, with about 50 per cent on average, a
substantial increase from 27.1 per cent the
year before (figure 2.19B). A surge in consumer
prices was, however, attributed largely to the
Sudan whose inflation soared to 63.3 per cent,
driven by a sharp devaluation of the Sudanese
pound and fiscal deficit monetization. Yemen
is another conflict-affected country in this
subregion whose double-digit hyperinflation
has seriously reduced the purchasing power
of households over the past year. That said,

it should be noted that if double-digit hyper-
inflation from these two conflict-affected
countries were excluded from the subregional
average, Arab LDCs have faced quite low
inflation. Subregional inflationary pressure
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excluding these two appears to be around 0.2
per cent over the period 2017-2020.

The Comoros’ inflation rate rose by 1.1
percentage pointto 2.1 per centin 2018,
reflecting increased import prices that
partially offset the effect of the decrease

in communication prices resulting from
competition among private telephone
providers. Somalia’s inflation also remained
low at less than 1 per cent and this downward
pressure will continue. Inflation in Mauritania
stayed within price stability targets, at 3

per centin 2018, but is expected to increase to
5.4 per centin 2019. Meanwhile, the economy
of Djibouti recorded the lowest inflation
among Arab LDCs at 0.1 per cent, partly as a
consequence of anchoring the Djibouti franc to
the dollar at a fixed rate.

Arab LDCs are net importers, with merchandise
exports and imports averaged for the past

six years at $8.8 billion and $24.9 billion,
respectively (figure 2.20A). This ongoing status
of net importers implies that the subregion’s
trade structure is heavily dependent on
imports, making fuel importing countries highly
vulnerable to global price fluctuation. As a
consequence of this, Arab LDCs as a whole
were not able to accumulate foreign currency
reserves in 2018. Moreover, the persistent trade
account challenge led to no substantial change
in their geographical trade structure in the end.

The subregion continued to export a large
amount of energy and natural resources to
Asia and the Pacific region, Europe and Africa,
the three regions that received nearly half the
subregion’s total export value in 2018 (figure
2.20B). The remaining half were intraregional
exports, which compromised a very high share
relative to other subregions. For instance, the
Comoros and Djibouti imported $81.4 million
(35.8 per cent share) and $863.4 million (46

per cent share) in goods, respectively, from
GCC countries while Somalia and the Sudan
exported $358.9 million (68 per cent share)

and $2.6 billion (47.4 per cent share) in goods,
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Figure 2.20 Geographical trade structure, Arab LDCs

A. Net exports of Arab LDCs: gross total
(billions of dollars)
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respectively, to GCC countries. Meanwhile,
the share of Arab LDCs’ imports from the three
major trading partners also remained relatively
stable and somewhat evenly distributed: 37.1
per cent from Asia and the Pacific region, 26.6
per cent from intraregional imports and 24.4
per cent from Europe (figure 2.20C).

This interregional trade performance is
expected to continue to be supported by the
WTQ's preferential trade arrangements in favour
of LDCs and the recent African Continental Free
Trade Area (AfCFTA) agreement, which removes
tariffs on nearly 90 per cent of goods among
agreed members. In particular, not only could
AfCFTA promote value added trade activities
related to manufacturing goods and commercial
services, it could also mitigate the negative
effect of the trade dispute between the United
States and China, for example.

In terms of the subregion’s balance of
payments performance, all Arab LDCs were
faced with large external imbalances in
2018 (figure 2.21). The consolidated current
account deficit was 14.9 per cent GDP in
2018 and this trend is expected to continue
in 2019 and 2020, depending in part on the

development potential of AfCFTA for some
countries. In the Comoros, the current
account deficit widened from $26 million in
2017 to $68 million in 2018. The worsening
of the current account position was mainly
due to the structural deficit in the balance
of trade and their vulnerability to diaspora
remittances, which is expected to persistin
the coming years.

Djibouti and Mauritania went through similar
challenges in which imports for food and
petroleum products are habitually large and
thus their trade dynamics are highly affected
by rising fuel prices. Ultimately, the deficit level
in the current account balance posted as 15.2
per cent GDP in Djibouti and 18.2 per cent GDP
in Mauritania. However, the deficit challenges
could partly be mitigated in the coming years,
hinging upon the performance of iron ore and
gold exports (especially in Mauritania). The
Sudan also faced serious weaknesses in the
balance of payments particularly with large
current account deficits close to 14.5 per cent
GDP in 2018.

In brief, such persistent external sector
challenges raised serious questions on
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Figure 2.21 Trade and current account balances, Arab LDCs (percentage of GDP)

= Import goods and services (left scale)

— Current account balance (right scale)

Diibouti
B0 )
% 0
0 0
% )
40 40

2016 01 2018 019 200

Sudan
90 4
60
|
30

LT
Rl

A0

0

2016 an 018 019 Pl

-0

90 0
2016 an 018 019 piA)

Source: ESCWA staff estimations/forecasts based on national statistical sources.
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external debt sustainability especially in

Djibouti (103 per cent GDP), Mauritania (82
per cent GDP) and the Sudan (160 per cent
GDP). This forces the countries to become

extremely vulnerable to a high level of risk of

insolvency, despite their efforts to speed up
negotiations of debt relief under the Heavily
Indebted Poor Country debt initiative.

Most Arab LDCs use foreign reserves to
finance long-standing current account
deficits. Because of this, the subregion’s
foreign reserves dwindled in 2018: reserves

in the Comoros, Djibouti and the Sudan were
reduced by $8 million, $102 million and $4.8
million, respectively (figure 2.22). Broadly
ohserving foreign reserves dynamics in Arab
LDCs, the growth dynamics of broad money
stock in the Sudan pointed to money-led
inflation as consumer inflation posted at 63
per centin 2018. Nonetheless, compounded by
conflict-led high-risk premiums, the financial
sector in the Sudan was challenged to extend
credit to the private sector. Domestic demand
growth in Mauritania and the Comoros
generally appeared strong, owing to improved
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Figure 2.22 Monetary indicators, Arab LDCs
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activities in the mining sector (in Mauritania)
and the agriculture and infrastructure sectors
(in the Comoros). Meanwhile, Djibouti initially
benefitted from strong domestic demand
during the first three quarters of 2018 but
since suffered from a negative rate of year-
on-year growth of broad money stock. This
was due to weak consumer spending and
reduced confidence, despite several large
infrastructure projects under way.

The fiscal situations in most Arab LDCs
remained relatively stable, compared to

other subregions (figure 2.23). In Djibouti, the
fiscal deficit narrowed to 4.5 per cent GDP in
2018, in part owing to the completion of some
infrastructure projects together with steadily
rising customs duties from the re-export

of goods from Ethiopia. The Government's
intention to tighten spending in goods and
services and transfers further contributed to
declining the fiscal deficit. Meanwhile, the
fiscal position in Mauritania was close to 1
per cent GDP in surplus in 2018. This well-
managed fiscal outcome reflected a modest
growth in mining receipts and accounted for a
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Figure 2.23 Fiscal positions, Arab LDCs (percentage of GDP)
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third of fiscal revenue. Following the rebasing
exercise by the Central Bank of the Comoros,

their fiscal deficit slightly widened to 1.7

per cent GDP in 2018. On the other hand, the
Sudan’s fiscal deficit continued in 2018, with
2.2 per cent GDP as the series of currency
devaluations coupled with ongoing protests
negatively affected economic activities,
which in turn resulted in low tax collection
and challenged the Government's spending
capacity. Such gloomy circumstances in the
fiscal position challenged the sustainable

management of government debt, resulting in

a surge to 163 per cent GDP in 2018 from 120
per cent GDP the year before (figure 2.25).

B. Policy challenges

Throughout 2018 and up to the first quarter

of 2019, a tighter monetary stance with rising
financial costs for the Arab region was
observed. Overall, central banks in almost all
Arab countries increased their policy rates in
tandem with the ongoing cycle of interest rate
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hikes by the United States, with an increase

in the interest rate on four occasions to reach
the target rate of 2.5 per centin 2018 (although
no further hikes are expected in the coming
months) (figure 2.24). They did so cautiously in
order not to discourage domestic credit growth.

The Saudi Arabian Monetary Authority raised
the policy lending rate to 3 per cent. It was
indeed the first time the rate had been revised
since January 2009. It also increased its
policy deposit rate several times to reach 2.5
per centin response to the Federal Reserve
rate rises. Likewise, Jordan’s Central Bank
revised its policy interest rates up by 25 basis
points in three steps in March, September and
December 2018. In fact, the exchange-rate
regimes of currencies pegged to the dollar
continued to dominate in the Arab region. This
exchange rate arrangement has meant many
Arab countries have little role to play in their
own monetary policy.

Meanwhile, Egypt and Morocco adopted a
floating exchange-rate regime, which means
they could afford a somewhat neutral or
opposite monetary stance as more flexible
exchange rates can be better positioned to
absorb external shocks.'™ After a series of
sharp hikes in the aftermath of the Egyptian
pound’s flotation, the Central Bank of Egypt
cut policy rates by 100 basis points in February
2018, an additional 100 basis points in March
2018 and again a further 100 basis points in
February 2019. In a less aggressive fashion,
Morocco has kept the policy interest rate
unchanged at 2.25 per cent since March 2016.

This normalization effort associated with the
fast appreciation of the United States dollar
has raised the cost of international financing,
with many Arab countries using debt issuance
for deficit financing purposes, thereby leaving
many parts of the Arab region exposed to fiscal
vulnerabilities. After all, many Arab countries
run sensible fiscal deficits, despite extensive
austerity measures implemented over the past
few years. Their efforts include the recent

implementation of a unified GCC-wide VAT, the
introduction of a series of subsidy reforms and
revenue mobilization, and the removal of various
tax exemptions (box 2.4). Under these fiscally
challenging circumstances, several countries
in the region have had no choice but to watch
as public debtincreased. The debt-to-GDP ratio
for nearly half of the Arab countries exceeded
70 per cent GDP which is the benchmark of high
risk of debt distress in the context of developing
country groups (figure 2.25).

Elevated debt levels may have been aggravated,
together with more volatile global financial
market dynamics, thereby challenging the
countries” macroeconomic policymaking
capacity. Special attention should be paid

to countries like Egypt whose public debt is
considerably exposed to foreign exchange rate
risk and is also likely to mature in the years

to come. In particular, many parts of the Arab
region benefited substantially from Chinese
loans and investments (in line with China’s Belt
and Road Initiative), which has in turn resulted
in them being significantly indebted to China

in recent years. As a result, debt sustainability
concerns are becoming more serious and will
become more critical unless a significant effort
is made to improve domestic revenues (or
resources) mobilization.

In responding to such fiscal challenges, many
Arab countries have already initiated energy
subsidy reforms (figure 2.26) with efforts planned
to continue in the coming years as well. These
reforms are designed within the scope of fiscal
consolidation, but the impacts will spread over
sectors and industries. Energy subsidy reforms
will undoubtedly support the fiscal balance,
possibly generating some adjustment costs in
terms of growth, employment and comparative
advantage. However, differentiated impacts

of the reforms can be expected in terms of
gender when exploring sectoral employment
implications. Such matters need to be addressed
by policymakers and taken into consideration
when designing appropriate actions to mitigate
them (see chapter 3).
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Figure 2.24 Policy interest rates,selected Arab countries, 2010-2018
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Figure 2.25 Public debtto GDP ratio, Arab countries, 2018 (percentage)
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Note: Figures for Lebanon, Jordan, Bahrain, Morocco, Oman, Iraq, Algeria, Saudi Arabia and Kuwait are central Government debt, while
Mauritanian Government debt includes oil revenue transferred to the oil fund, as well as public enterprises and central bank debts.

Figure 2.26 Petroleum price subsidies cuts, Arab countries, 2013 and 2016 (percentage of GDP)
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In addition to persistent fiscal policy
challenges, Arab countries are likely to

rely on growth models that favour large

public enterprises. However, this State-led
development strategy may not be clearly linked
to the creation of more decent jobs nor will it
render their economies more inclusive. In this
context, improving the business environment
should be placed at the heart of policymaking

and legislation consideration. Some countries
(Egypt, Jordan, Morocco and Tunisia) have
already made steps towards strengthening
their business environment in terms the ease

of doing business. Meanwhile, other countries
have focused particularly on legislative reforms
to spur domestic investment and attract more
non-hydrocarbon foreign investment.


https://www.unescwa.org/publications/energy-vulnerability-arab-region

Figure 2.27 Doing Business 2019 score by regions and countries
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Note: This overall index is a composite indicator of 10 critical measures: (1) starting a business, (2) dealing with construction permits, (3) getting
electricity, (4) registering property, (5) getting credit, (6) protecting minority investors, (7) paying taxes, (8) trading across borders, (9) enforcing

contracts and (10) resolving insolvency, where 0 represents the lowest and 100 represents the best performance. For instance, a score of 75

means that an economy was 25 percentage points away from the best regulatory performance constructed across all economies while a score

of 80 would indicate that the economy is improving.

Notwithstanding various attempts to promote
private sector development, the Arab

region as a whole is still not considered a
business-friendly environment (figure 2.27).
This underperformance can be measured

. u

by the World Bank’s “Doing Business”

index, which provides a snapshot of several
business-related issues. The coverage of this
index ranges across economic enterprises,
determining on how easy it is to start a

business, get electricity, register property,

get credit, pay taxes, protect investors and
trade across borders. Looking at index scores

on the business environment, the Arab

region ranked fifth out of six groups, above
only sub-Saharan Africa. Meanwhile, OECD
countries, despite being overlapped with
other regional groups, held the top position
on the doing business score, followed by
Europe and Central Asia, East Asia and the
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Pacific, and Latin America and the Caribbean.

Although individual GCC countries ranked
relatively high, thanks to Dubai which is one
of the world’s most popular business hubs,
other countries in other subregions remain
far behind.

The doing business indicator has in general
a strong correlation with the level of total
factor productivity (TFP), which is a crucial
measure of efficiency and effectiveness of
an economy and thus an important indicator
for policymakers. Acknowledging such close
relationship means the better a country’s

doing business score, the higher on average
its level of total factor productivity.

It can also be suggested that a better
business environment likely translates into
the improvement of total effectiveness
among economic agents. Having said that,
Arab policymakers should be able to design
and implement productivity-enhancing
reforms through strengthening a national-
context-dependent business environment
(such as legal regulatory frameworks,

fair competition and innovative public
procurement with a particular form of public-
private partnership).

Box 2.4 How equitable and efficient are recent tax reforms in the oil-poor middle-income Arab countries?

Arab countries have systematically low tax collection rates relative to the size of their
economies, and little attention has been paid to ways of improving taxation systems to raise
more revenue or to ways of improving fairness in tax systems.? Historically, oil-rich countries
rely largely on oil revenues and oil-poor countries rely on tax revenues as major sources of
their revenue. On average, the share of taxes in GDP in oil-rich countries of the region were
7.3 per cent in 2017 while in oil-poor countries of the region the figure was 13.7 per cent.

The median tax revenue as a share of GDP was 15.8 per cent in 2017, which is lower than

the median for the middle-income countries and much below the median of the developed
countries in the world. In the Arab region, the exceptions are Morocco and Tunisia, where the
share of taxes in GDP was about 22 per cent in 2017.

Amid low oil prices, high debt and rising expenditure needs for meeting aspirations of people
during the recent years, public budgets across the Arab region have come under heavy pressure.
Hence, several Arab governments have undertaken tax reforms during the past five years, mostly
focusing on income tax and taxes on goods and services such as VAT, with the aim to raise
revenues. These reforms are analysed below in the perspective of their impact on equity and

revenue raising potential.

In the years since 2010, the top tier tax rates have not changed for most middle-income
countries of the region that most rely on tax resources, except for Jordan and Egypt. In Jordan,
the top tier tax rate increased from 20 to 30 per cent from 2015 to 2018. In Egypt, there was

a decline in top tier tax rate from 2011 (25 per cent) until 2015 (22.5 per cent) and the rate
remained unchanged after that (figure 1A). However, there have been efforts to expand the tax
base to harness more revenues from individual income tax, which can be deduced from the
declining ratio of top tier tax thresholds to per capita income between 2011 and 2018 (figure
1B). The ratio declined for most countries, except for Jordan where a new upper threshold
was introduced during 2018. The new threshold went up to 1,000,000 Jordanian dinars (JD)
replacing the previous threshold of 20,000 JD and the tax rate for the top tier went up to 30

per cent. Interestingly, the bottom threshold also reduced during the same period, from 12,000
JD in 2011 to 5,000 JD in 2018. Elsewhere, in terms of the ratio of bottom threshold to per capita

—>
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Figure 1. Reforms in individual income tax
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Figure 2. Changes in tax collections — Tax on income and goods and services
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income, most countries show a declining trend, except for Tunisia.c The declining ratio is
indicative that more people at the lower end of income, who were exempted previously, would
have entered the tax bracket. The impact of these changes on expenditure and poverty is yet
to be assessed. In general, the significant reductions in the ratio of top tier tax threshold to
per capita income tend to show improvement in tax fairness. However, there are significant
differences across countries. For instance, this ratio is 1.65 times the per capita income in
Jordan, while itis 0.17 times the per capita income in Egypt.

Furthermore, the question remains as to how effective these changes have been in improving

tax collections. The share of income tax to total tax revenues increased in the cases of

Lebanon and Tunisia (figure 2A). Jordan and Egypt, which introduced several changes in top
—
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tier tax rate and bracket during 2015 to 2018, didn’t notice any significant change in the share of
tax collections from individual income. For Morocco, updated data on individual income tax is
not yet available, but there seems to be an upward trend share of personal income tax to total
tax revenues.

Several of these middle-income countries have also introduced reforms in goods and
services tax, including introduction of value added tax (VAT) or the upward revision of VAT.
Until 2015, Egypt had a goods and services tax rate (GST) of 10 per cent. In 2016, Egypt
implemented a VAT system instead of a GST. The general VAT rate was 13 per cent in 2016
and itincreased to 14 per cent in 2017. Tunisia increased VAT rate by 1 percentage point
for all VAT slabs? in 2018.¢ Lebanon increased its VAT from 10 to 11 per cent in 2017 and it
implemented the increase in 2018.

The introduction of VAT in Egypt has led to a significant increase in share of goods and
services tax in total revenues since 2016. In Tunisia too, the continuous increase in the share
is reflected upon the rising VAT (figure 2B). In Lebanon, the effectiveness of increased VAT
is yet to be assessed, as there is missing data for the month of December in 2018." In Jordan,
the share of goods and services tax constitute about 70 per cent of total tax revenue. High
reliance of tax revenue on goods and services is indicative of a regressive tax system, as
the burden lies more on the poor and middle class. The middle-income countries of the
region, who rely highly on tax resources, unfortunately, depend on indirect taxes more than
individual income tax collection. Therefore, there is much more scope to improve fairness
and equity in tax systems.?

 E/ESCWA/EDID/2017/4.

b Based on data from IMF, 2019b.

¢ In Tunisia, the ratio was lowest among all countries and the ratio of bottom threshold to per capita income went up between 2015 and
2018. This is due to upward revision of the bottom threshold, giving tax exemptions to individual incomes at the lower end of income
distribution.

4 VAT slabs refer to a system of taxation where rates depend on the categories of goods and services.

e The VAT rates increased from 6 to 7 per cent, 13 to 14 per cent, and 17 to 18 per cent for the classification of goods and services.

f For Lebanon, latest VAT collection records are available up to November 2018.

9 E/ESCWA/EDID/2017/4.

Box 2.5 The Belt and Road Initiative

Background: In September 2013, the Chinese President Xi Jinping announced a strategic
initiative to develop a network of land and sea routes to diversify Chinese export channels
across the world. At the start, it was known as the One Belt One Road Initiative, then as the Belt
and Road Initiative, and sometimes as the New Silk Road. The initiative aims to finance various
infrastructure projects in the field of transport and logistics to strengthen Chinese trade relations
with emerging countries in Africa and Central Asia, on the one hand, and to develop northern and
western Chinese provinces that are relatively distant from major Chinese ports by directly linking
them via rail to European markets, on the other.

The “Belt” refers to the six-proposed land economic corridors connecting Asia with Europe and
Middle East, while the term “Road” refers to the Maritime Silk Road of the twenty-first century
linking between China, Asia, Africa and Europe.

—
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Main components of the Chinese Belt and Road Initiative (BRI)
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Main financiers: The total value of the proposed projects under the initiative is estimated at
around $1 trillion in roads, railways and sea port investments. The financing framework of the BRI
is presented as following:

e Financiers of the Chinese companies:

© Chinese policy banks: Chinese Development Bank and the Export Import Bank of China;
® Silk Road Fund (Established in 2014 with $40 billion of initial total capital).

e Financiers of projects in BRI countries:

© Asian Infrastructure Investment Bank (AlIB): established in 2015 with $100 billion of initial
total capital;
© New Development Bank (NDB): established in 2014 by the BRIC countries.

International involvement with the BRI: The involvement of countries in the BRI projects is
expressed mainly through bilateral memoranda of understanding (MoU) and agreements with the
Chinese Government and its relevant agencies. More than 60 bilateral agreements were signed
since 2014 with more than 70 countries accounting for around half of world population and the
third of world GDP.

The second Belt and Road Forum on the BRI, held from 25 to 27 April in Beijing, attracted 5,000
participants from 150 countries and 100 organizations. In his remarks at the opening session,

the Secretary-General underscored sustainable development/sustainability link and pointed out
three important opportunities that can be seized: the world will benefit from a Belt and Road
Initiative that accelerates efforts to achieve the Sustainable Development Goals; the world needs
to leverage the Belt and Road Infinitive to help close significant financing gaps for achieving the

—>
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Sustainable Development Goals; and the Belt and Road Initiative can serve as an important space
where green principles can be reflected in green actions.

As for the Arab region, the BRI was addressed in a recent ESCWA concept note on “Megatrends
in the transport sector and their potential impact on the Arab region”, presented at the Thirtieth
Ministerial Session of ESCWA held in Beirut from 25 to 28 June 2018. The Belt and Road Initiative
was considered as one of the main global drivers of change in world transport during the twenty-
first century. The paper revealed that advances in the development and implementation of the
initiative’s projects have raised questions about their potential impact on sea transport via the
Suez Canal and the Mediterranean Sea to Northern Europe. The paper also noticed that BRI
projects could shift focus from major regional sea ports in the Arabian Gulf to new ports in the
Indian Ocean, the Arabian Sea and the eastern coasts of Africa.

More recently, ESCWA participated to an international forum on the “Silk road initiative and

the investment opportunities between the Arab countries and China”, held in Alexandria on 17
and 18 September 2018, in cooperation with the League of Arab States and the Arab Academy
for Science, Technology and Maritime Transport. ESCWA advocated the necessity for the Arab
countries to deal with the BRI projects through a strategic common vision for the development of
multimodal transport that enhance the connectivity between the countries and the integration of

the Arab region with the rest of the world.

C. Social developments and gender
dynamics

1. Overview

In this section of the Survey, we highlight
the main socioeconomic developments that
took place in the region during the reporting
period. We explore the region’s progress and
drawbacks using a gender-focused lens and
draw the attention to the main achievements
and challenges that may be impeding
progress towards equality and prosperity.
The Arab region has some of the most
diverse socioeconomic features in the world:
itincludes high income and oil-exporting
countries, least developed countries and
countries with ongoing conflict or affected
by conflict. However, and despite these
heterogeneous conditions, the labour market
dynamics in the region have many similarities
in terms of opportunities and challenge.

While progress towards gender equality and
participation of women in the region has
been positive, it has also been slow. Despite

the many challenges faced in the regional
labour market, countries are more than ever
cognizant of the issues to be addressed,
including the segmentation and segregation
of the labour market. Many are developing
labour policies that address these challenges
and target the underrepresented and most
vulnerable groups. However, the road is long
and targets are far from being achieved. The
region has a great opportunity to exploit the
full potential of women’s employment as well
as to take advantage of the contributions

of women who have attained high levels of
education. However, more effort is required
to ensure equal opportunities and protective
spaces and practices for women if countries
want to pursue further economic growth and
catch up with global progress.

2. Labour market

In 2018, the employment situation in the Arab
region recorded its worst performance since
2010."7 Labour force participation rates are
the lowest worldwide because women'’s
participation is significantly below the global


https://www.unescwa.org/sites/www.unescwa.org/files/events/files/1800207_0.pdf
https://www.unescwa.org/sites/www.unescwa.org/files/events/files/1800207_0.pdf
https://www.unescwa.org/events/ministerial-session-30th
https://www.unescwa.org/events/ministerial-session-30th
https://www.unescwa.org/sites/www.unescwa.org/files/events/files/escwa_vision_for_a_multimodal_transport_system_in_the_arab_region.pdf
https://www.unescwa.org/sites/www.unescwa.org/files/events/files/escwa_vision_for_a_multimodal_transport_system_in_the_arab_region.pdf
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Figure 2.28 Labour force participation rates, regional averages, 2018 (percentage)
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average. Men's participation rate, however, is
close to the global average. In 2018, the female
labour force participation rate was 21 per cent,
compared to 74 per cent for men and well
below the world average of 53 per cent (figure
2.28)." The political crises and persistent
conflicts in countries including Iraq, Libya, the
State of Palestine, Somalia, the Syrian Arab
Republic and Yemen continue to impede labour
market development in the region.

Concerning unemployment, the region
recorded alarming rates in 2018 for both
women and men. Additionally, Arab women
face uneven challenges and opportunities

in the region’s labour market. According

to International Labour Organization (ILO)
estimates, female unemployment rates in the
region reached 15.6 per cent compared to
5.8 per cent for men in 2018 (figure 2.29). The
region has the highest unemployment rates in
the world for females and is above the world
average for both females and males.

Unemployment rates are particularity alarming
among youth, whose unemployment reached
26.1 per cent'® after a peak of 27.3 per centin
2012.2 Population in the region is growing?
and youth account for a significant percentage

of the population which signals the imminent
need for policies targeting job creation. The
region must also foster more entrepreneurial
initiatives, targeting youth in particular, as well
as offer fiscal incentives to start-ups and small-
to medium-sized enterprises.

In 2018, the United Arab Emirates ranked first
in the Arab region and twenty-fifth in the world
in terms of Ease of Doing Business? followed
by Morocco (rank 34 globally) and Oman (rank
37 globally). In recent years, these countries
have taken serious steps in reforms to improve
the business climate ranging from streamlining
approval processes, to introducing electronic
governance to offering fiscal incentives such
as abolishing or reducing the minimum capital
requirements and other costs for business
start-up. In Bahrain, the number of start-ups
has grown at a compound annual growth rate
of 46.2 per cent over the past three years,
according to the Economic Development Board
of Bahrain,” supporting mostly technology

and ecosystem start-ups such as software
development and financial technology
(FinTech) firms. The country is supporting more
venture capital and angel investment initiatives
that provide funding and assistance to start-
ups and early stage firms.
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Figure 2.29 Unemployment rates, regional averages, 2018 (percentage)

u Female m Male — World, female — World, male
16
1
Arab Latin America Europe Sub-Saharan South North Asia and the
region andthe Caribbean ~ and Central Asia Africa Asia America Pacific

Source: I1L0O, 2019a.

There is wide agreement on the problems
facing youth employment in the region which
include: skills mismatching, rigid employment
regulations and a deterrent business
environment. A major complication that women
face is the cultural disapproval of their equal
participation in the labour market, the deprival
of the basic human right of education (in some
Arab countries) and, consequently, potential
unemployment. Finally, the supply-side failure
of gainful employment opportunities, especially
in attractive public sector posts, is also
resulting in excessively high youth and women
unemployment rates in the region.* However,
the main issue is that there are simply not
enough jobs created to absorb all the new
entrants to the labour market.

These are some of the most common issues
that need to be addressed by policymakers
when devising strategies for not only creating
jobs but also decent working conditions.

When looking at specific country
performances, we notice huge disparities in
labour participation rates between men and
women which are evident in all countries

in the region. For example, and based on
ILO estimates, the female participation

rate fluctuates from 6 per cent in Yemen,
which has the lowest female employment
rates, to around 59 per cent in Kuwait.
Labour force participation rates are much
better for males and range from around 64
per centin Jordan and Morocco to around
94 per centin the United Arab Emirates

and Qatar (Appendix). The disparity is also
noticeable across subregions whereby most
of the high-income countries in the region,
including the GCC countries, are performing
better in terms of labour force participation
for both sexes, with particular progress for
females during the past five years. Most of
the GCC countries have introduced labour
nationalization policies accompanied with
improved compensation and benefit plans in
both the public and the private sector that
are attracting more females into the labour
force market. On the opposite end of the
spectrum, countries undergoing, recovering
from or affected by conflict suffer the most
in terms of employment conditions, coupled
with marginalization and poverty. Although
labour force participation and unemployment
are difficult to measure in countries of
conflict due to the lack of or insufficient
data, evidence shows a direct relationship
between conflict and employment in which



formal sector jobs decline during crisis, while
opportunities mostly in the informal sector
(and frequently illegal jobs) rise.®

Despite the heterogeneous situations

and different socioeconomic structures

in countries in the region, there are some
common labour market characteristics. The
region is highly segmented which means

that conditions of access and terms of
employment are fundamentally different from
country to country. This hampers the labour
market and the ability to match demand with
supply. There is also segmentation in the
share of employment in the public versus
private sector in many countries of the region:
nationals are primarily employed in the public
sector while migrant workers mostly in the
private sector. Work in the informal economy
or underemployment represents a great
proportion of employment in many countries
of the region and a significant portion of

the private sector employment. At least 67

per cent of the region’s workforce is employed
in the informal sector? which is mostly
concentrated in agriculture and the lower
end of the services sectors and thus employs
low-skilled workers. The lack of opportunities
with good compensation for high-skilled
workers and weak job security and social
protection nets in the informal sector drives
away educated workers and is a significant
cause of brain drain in the region. Countries
undergoing conflict in the region are main
recipients of the informal sector jobs, as a
coping mechanism to the scarce opportunities
in the formal sector. This problem usually
persists into the post-conflict phase, due to
the lack of skill matching with job seekers and
the dearth available jobs. The informal sector
is recognized for the serious deficits in work
conditions, access to social protection and
insecure wages and income.

Gender segregation in the region’s labour
market persists and can be plainly observed
through multiple factors that are challenging
for women. Government or public-sector jobs

19

are seen as the employment of first choice for
women in the region due to better incentives
and pay. A “crowding” of women is seen in
certain occupations, such as services, that
are characterized as being family friendly,
augmenting the competition for these
specific jobs and increasing unemployment
differentials for women. In the region and
throughout the past years, there has been a
significant increase in the levels of education,
especially tertiary education for both sexes
but most significantly for women, however
the new jobs being created mostly require
low skills. This mismatch between demand
and supply is attracting migrant labour and
driving a “brain drain” from the region. Other
common concerns for women that may be
impeding them from entering and remaining
in the workforce include limited mobility and
transportation, concerns on personal safety
and fears of harassment, political instability
and cultural norms that subordinate woman
in certain Arab countries. However, the
uneven distribution of unpaid care is likely to
remain a dominant factor.? It is promulgated
by the overriding social norms, which define
the role of women and lead the factors
mentioned above. The region also suffers
from significant gender wage gaps and other
gender-related differentials. For instance,

in Morocco, women working in both the
private and the public sectors, earn around
17 per cent?®less than men. Women in the
region are much more likely to be engaged in
unpaid care work? than men and are mostly
employed in low-productivity sectors and
part-time work, all facts that heighten the
inequalities in pay. While several measures
can be taken by governments in the region
to mitigate these challenges, the first and
most important step is to examine the labour
laws and policies and how they affect men
and women differently. Such policies include
gender-blind policies that do not take into
account the specific challenges faced by
women compared to men, such as different
family care expectations, and then act to
reinforce the structures needed to encourage
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women to enter and stay in the labour market

(including family friendly policies, flexible

working hours, maternity protection, nursing
facilities, paternal leave and other social

Figure 2.30 Unemployment and labour force participation rates, selected Arab countries, 2014-2018
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protection mechanisms), with the ultimate
goal of achieving gender equality.

For the past four years, Jordan maintained

a notably increasing rate of unemployment
for both men and women reaching peaks in
2017, especially for women. In 2018, a slight
decrease in unemployment rate for women

to 25.7 per cent was observed compared to
27.5 per centin 2017. This shift was matched
with a decrease in female participation rate to
15.2 per centin 2018. Men on the other hand,
recorded a slight decrease of labour force
participation rate compared to 2017 at 55.9
per centin 2018, which was accompanied with
an upward trend in the unemployment rate
since 2010, reaching its highest rates of 16.9
per centin 2018 (figure 2.30).

The Syrian crisis has had a toll on Jordan's
economy'’s trajectory in general and the

work force specifically as the massive influx
of Syrian refugees reported has caused a
deterioration of wages and led to increased
unemployment. The inflow of refugees has had
an especially negative effect on the rate of
employed nationals to the informal market.

The most notable factor in Morocco’s labour
market is the wide gap between male

and female unemployment rates. Female
unemployment rate continued to increase,
recording 15.2 per cent in 2018 compared to 8.3
per cent for males (figure 2.30). This expanding
gap corresponds with a significant decrease
in female participation rate to 20.7 per centin
2018 from 25.2 per cent in 2014, while men'’s
rates remained stable at 71 per cent over the
past five years.

In the State of Palestine, the already
extremely wide gap in unemployment rates
between men and women continued to
grow wider. Women’s unemployment rate
was recorded at an alarming level of 51.2
per cent while men’s increased slightly to

25 per cent in 2018 from the previous year.
This gap was accompanied with an increase
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in female labour force participation rates
reaching 20.7 per cent in 2018. Men on the
other hand maintained a stable participation
rate hovering around 71.5 per cent since 2015.
The escalation of the Palestinian struggle
and internal conflict in 2018 in addition to the
isolation of Gaza strip resulted in a damaging
trend in both unemployment and labour
force participation for both men and women.
Restrictions on mobility and the hostile
environment remain the main challenging
issues for Palestinians, especially women
when seeking employment.

Qatar continues to have low unemployment
rates for both men and women in the region,
accompanied with high rates of labour force
participation, for women in particular. A stable
participation rate of 67.3 per cent for men and
36.8 for women in the Qatari labour market
was recorded in 2018. The unemployment rate
gap between men and women continued to
shrink recoding 0.1 per cent for males and 0.4
per cent for females in 2018.

In addition to the “Qatarization” policy, Qatar
has been working on educational reforms
targeted towards equipping nationals with the
skills required to satisfy the demands of the
current labour market. This approach can be
observed in the lunching of branch campuses
of multiple major western universities to
increase tertiary education in Qatar. Gross
tertiary education enrolment increased

from 9.85 per centin 2010 to 16.2 per centin
2017, according to UNESCO statistics.® At
the primary and secondary education level,
Qatar excels at providing premium schooling
systems, that are productive, practical and
free of charge, preparing young generations
with the skills needed to match the labour
market demand.

The wide gap in unemployment rate between
men and women persisted in Saudi Arabia.
That said, the female unemployment rate
recorded a notable decrease to 31 per cent
in 2018 compared to 34.5 per cent in 2016.
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Box 2.6 Social protection for older persons in the Arab region

The Arab region will experience considerable demographic and socioeconomic changes over the
coming decades, including population ageing. The number of older persons (aged 60 years and
above) which is currently close to 27 million, is projected to reach around 49.6 million by 2030 and
to exceed 100 million by 2050, thus constituting over 15 per cent of the population in 2050.?

Itis critical to acknowledge the economic and social value of older persons, while ensuring their
social protection and income security. Adequate social protection, including pension coverage,
is a prerequisite for the well-being of older persons, protecting them from poverty, ill health,
exclusion and isolation.

All Arab countries have some type of mandatory contribution of earnings linked to social
insurance systems. However, pension spending in the region is relatively high, provides only
low coverage and suffers from structural problems. Low coverage rates are attributed to

the large informal employment sector and to unemployment, which disproportionally affect
women. When compared with other regions, the Arab region has relatively low levels of public
expenditure on social protection for pensions and other benefits, excluding health, for persons
above the statutory pensionable age (2.6 per cent of GDP in Arab countries compared to 5.1
per cent in Asia and the Pacific region countries).® Furthermore, many pension schemes are
unsustainable because of the likelihood of a higher number of beneficiaries than contributors
in the future as a result of population ageing, low retirement age and generous survivorship
pensions in some countries.

Public social protection expenditure on pensions and other benefits, excluding health, for persons
above statutory pensionable age (percentage of GDP)
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In the light of these circumstances, it is essential for governments to develop appropriate social
protection systems. The core goals for recommended social protection and long-term care
policies are to ensure income security and to meet the long-term care needs of current older
persons and those of younger individuals who will reach old age in the coming decades. Policies
must therefore adopt a life-course approach and include proactive and preventative policies to
enhance the wellbeing and quality of life of current and future cohorts of older persons in the

%
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region. Governments also need to make use of current population dividends and acknowledge
the role played by families and informal caregivers in supporting older persons.

Policies should address the following key dimensions:

e Human rights and equality in old age;

e Be centred on providing care and support to persons;

e Ageing-in-place and enabling environments;
e The role of social capital and healthy ageing;

e Tackling health inequalities in old age;

e Ensuring that central and local governments are taking the lead in shaping aged care and

support policies, programmes and providers;

e Developing an appropriately trained long-term care workforce;

e Utilizing developments in innovative technologies to support older populations;

e Ensuring strong data and evidence to inform practices and policies.

Implementing social protection policies and schemes for all age groups enhances the
opportunities of future generations for a more fulfilling and dignified experience in old age. Now
more than ever, governments are prompted to take action to “leave no one behind” as they work
to achieve the 2030 Agenda for Sustainable Development.

2 DESA, 2017.
b [LO, 2017.

Furthermore, this was complemented with a
record high female participation rate of 19.6
per centin 2018, the highest rate since 2010.
Males, on the other hand, have maintained a
stable rate of unemployment which has hovered
around 5.8 per cent since 2017. However, men'’s
participation rate experienced a slight increase
to 63.5 per cent in 2018. Despite the persistence
of a wide gender gap which conveys a broader
narrative of gender inequality in Saudi Arabia,
there are promising indications that women
are on the verge of tangible change based on
last year's result. This reflects the proactive
measures taken to achieve the gender equality
goals of Saudi Government's Vision 2030. These
included recent Government actions in giving
women the right to drive and apply for jobs
previously off limits, introducing new labour
laws and the “Women in the Workplace”
initiative. These actions by the Ministry of
Labour and Social Development have helped
expanding an accessible and comfortable
working environment for women.®'

Tunisia’s labour market maintains a steady
participation rate for both men and women
hovering since 2016 at around 60 per cent for
men and 20.5 per cent for women. However,
the unemployment gap continues to grow,
with female unemployment rate reaching a
record high of 22.9 per cent in 2018 compared
to 12.5 per cent for men. In Tunisia’s labour
market, 40 per cent of youth graduates

are unemployed, a percentage rising from
30.5 per centin 2016, according to OECD.*

In addition, the deterioration of Tunisia’s
economy has not helped improve the situation
of the labour force market. Even though
improvements are expected in the export
sector due to the recovery of the European
market, young graduates are expected to
continue to struggle with unemployment in the
absence of appropriate measures.

In 2017, 40.8 per cent®of all workers in the Arab
region were migrant workers —the highest
proportion in the world.®* A share of that
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Figure 2.31 Global Gender Gap Index by region, 2018
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Note: Regional average scores are weighted by population using population data from the World Bank’s World Development Indicators online

database.

percentage in the region (around 1.6 million)®
is composed of domestic workers who carry
out household duties and are typically female
migrants® coming from developing countries in
Asia and Africa. Their numbers are increasing
with the increase in demand for these services.
Notwithstanding the many recent movements
and some achievements driven by civil societies
and international organizations to improve
polices in the region, it is imperative that Arab
countries, who are apparently becoming reliant
on this sector, put in place effective regulatory
systems that serve both the employers and
workers and uphold basic human rights.

3. Indicators for gender equality

In terms of gender equality indicators, the
region recorded no significant progress from
2017. The region continues to rank last globally
with a 40 per cent gender gap according to
the 2018 Global Gender Gap Report. The report
uses four objective dimensions to measure the
Gender Gap Index: Economic Participation and
Opportunity, Educational Attainment, Health
and Survival and Political Empowerment. The
Arab region is still also the only region that
falls below the global average of 32.0 per cent

compared to other regions of the world (figure
2.31).¥ Two countries, Oman and Irag, joined the
index in 2018. Tunisia is the top performer in the
region with a rank of 119 out of 149 countries
followed by the United Arab Emirates (rank 122)
and Kuwait (rank 126). On the other end, the
Syrian Arab Republic (rank 146), Iraq (rank 147)
and Yemen (rank 149) recorded the lowest ranks
amongst countries featured in the index in 2018.

The report also reveals the disparities

in subindexes between and within Arab
countries in the overall index. While
significant progress was achieved by some
countries in areas of education and health,
the Global Gender Gap Index results for 2018
indicate that the major gender disparity in
the region is in the Political Empowerment
subindex. Egypt, Saudi Arabia and Yemen
have been the world’s lowest ranked
countries on this subindex reflecting the weak
representation of women in the political field,
especially in leadership positions.

4. Women’s political participation

According to the Inter-Parliamentary Union
data as of January 2019, the Arab region
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Table 2.1 Women in national parliaments: comparison 2018-2019

As of June 2018 As of 1 February 2019

women women

22.50% | 03.10.2015
20.51% | 07.10.2016
25.17% | 01.09.2018
19.87% | 02.12.2016
15.96% 25.06.2014 188
15.38% 20.09.2016

14.93% 17.10.2015

13.20% 13.04.2016
9.76% 01.07.2013
6.06% 25.01.2015
4.69% 06.05.2018
3.08% 26.11.2016

1.18% 25.10.2015 85 1.20%

0.00% 27.04.2003
Source: Inter-Parliamentary Union, 2019a.

a Figures correspond to the number of seats currently filled in the parliament.
b Quota system in place to reserve a number of seats for women in the parliament.
¢ Data are unavailable or not separately reported.
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had an average of 19 per cent of women
represented in the lower or single house
compared to the world average of 24.3

per cent. This constitutes a slight increase
from the regional average of last year (18.3
per cent) but the region remains in the second
to last rank compared to other regions of the
world in terms of women representation in
national parliaments. As for the upper house
or senate representation, the Arab region
recorded a regional average of 12.5 per cent
compared to the world average of 24.1 as of
January 2019. Tunisia preserves its position
at the top of the chart in the region with the
share of women parliamentarians constituting
35.9 per cent owing to its well-established
quota system.®

However, according to ESCWA's Women

in Numbers publication—women remain
underrepresented in government and in local
government, holding only about 12 per cent
of ministerial posts. Most of these posts are
considered “soft” posts such as education
and social development. Based on the report,
Mauritania recorded the highest percentage
of ministerial posts held by women in the
region at a modest rate of 31.8 per cent.
Mauritania is an outlier in comparison to

the average of the Arab region, especially
compared to Irag and Saudi Arabia where
women hold no ministerial posts at all.*®

In the region, the presence of women in

other leadership roles is still limited, and this
impedes equal gender representation and
development. Appointment of women judges
and female public prosecutors in the region

is still among the lowest in the world despite
some efforts by certain countries. Even though
Lebanon has the highest percentage of female
judges in the region at about 50 per cent, still
women represent only 30 per cent of public
prosecution. Other than Tunisia and Algeria,
female representation in the judiciary sector
is low for most of the countries in the region,
and less than 1 per cent in Egypt, Saudi
Arabia, and the United Arab Emirates.”

D. Concluding remarks

Overall, the growth perspective in the

Arab region remains inextricably linked

to geopolitical uncertainties, which are
further exacerbated by a number of ongoing
intraregional diplomatic rifts and armed
conflict. The high volatility of oil prices,
coupled with the impact of American
sanctions against Iran’s oil exports, has
complicated the capacity to balance between
output and fiscal consolidation, especially for
oil exporters in the region. Meanwhile, the
prospects for oil importers will be clouded

by somewhat weaker external demand from
key trading partners (China and Europe)
which negatively affects trade dynamics

as well as remittances. Nonetheless, some
positive effects (such as improved terms of
trade) from lower oil prices in 2019 will be
encouraging to some oil importers.

Coupled with these challenges, higher global
interest rates, driven by the United States and
other advanced economies, further tightens
credit conditions and increases fiscal
vulnerabilities in the Arab region. In response
to these risks, many parts of the Arab region
continue to implement series of policy
reforms and fiscal adjustment initiatives,
which will pay off in the form of fiscal space
and external balances. Reflecting this, the
Arab region is expected to sustain a pace of
growth between 2.6 per cent and 3.4 per cent
in the coming years.

On the social development front,
policymakers in the region are more aware
of the socioeconomic challenges they face
and, are working, more than ever, towards
implementing reforms and actions to mitigate
these challenges. However, the region needs
to ensure that these policies are geared
towards equitable and sustainable growth
that supports the achievement of the 2030
Agenda. Policymakers, civil society and

the international community need to work
together in the region to support marginalized



groups including the poorest, migrants,
women and persons with disabilities.* They
also need to target not only job creation but
the revision of labour and social protection
laws in line with implementing practices and
the provision of public services and facilities
to support the excluded. Awareness needs to
be raised in Arab societies on the continuing
inequalities such as poor representation

of women in decision-making in public life
and the burden of women'’s unpaid work.*
Realizing the economic benefits from “leaving
no one behind”* and the inclusion of all
people in the means to secure their economic
livelihood will help achieve long-term
prosperity in the region.

In order to take a balanced approach
simultaneously promoting economic and
social development while maximizing the
potential growth effect of turning to sources
of renewable energy, Arab countries need
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to redouble their efforts to implement the
2030 Agenda for Sustainable Development
to integrate economic, social and
environmental aspects and recognize their
interlinkages. It should be noted, however,
that implementing such a development
initiative hinges upon the institutional
capacity for planning and coordinating
interventions, adequate monitoring and
reporting. In this context, weaknesses

in governance, intensified by the lack of
institutional capacity (coordination across
and within implementing entities such

as ministries and agencies) remains a
hindrance for many Arab countries (box 2.6).
Therefore, Arab policymaking frameworks
should focus on urgently identifying the
most appropriate institutional architecture,
eventually improving governance that could
help many Arab countries to explore policy
options that envisage greater inclusiveness,
equality and sustainability.

Box 2.7 Post-conflict governance situation in the Arab region

Since 2011, the Arab region has suffered from a bewildering array of intense, complex and
interlocked armed conflicts. Today, almost 40 per cent of Arab countries are immersed in or
have lived through armed conflict over the past eight years. The multiple causes and impact of
these conflicts involve geopolitical as well as interconnected national governance deficits and
socioeconomic issues. Deaths, injuries, food insecurity, regression of human rights, the loss
of jobs and access to education, weak governance structures and inefficient institutions are
just some of the most immediate and severe effects. It is important to note that the immediate
effects of conflict at the regional level are catastrophic in terms of scale and impact, further
exacerbating conflict dynamics at a national level, and straining socioeconomic and political

affairs in neighbouring countries.

A marked rise in displacement is among the most prevalent outcomes of conflict. The total number
of people in the region forcibly displaced from their homes increased from 12.7 million in 2010 to
29 million in 2016. And while the region has only 5.4 per cent of the world’s population, it hosts 37.5
per cent of its refugees. The number of people in need of humanitarian assistance in the seven
crisis countries (Iraq, Libya, the State of Palestine, Somalia, the Sudan, the Syrian Arab Republic
and Yemen) is increasing with some 58.4 million people requiring humanitarian assistance in 2019.
Countries affected by conflict in the region lost $613.8 billion cumulatively in GDP between 2010
and 2015, or 6 per cent of the regional GDP. Even while such losses will be hard to recuperate

due falling oil prices and the structural weaknesses of Arab economies, defense budgets are
rising leading to even more decreases in public expenditure. The drivers and impacts of conflict
are inherently linked through a self-fulfilling cycle, with the impacts of conflict contributing to its
persistence and leading to the spread of insecurity and rise of other new conflicts.

—>
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While fragile State institutions are often drivers of resentment, unrest and eventually
conflict, conflict weakens them further. As can be seen in the figure below, all but one of
the six dimensions of governance monitored by the World Bank through the Worldwide
Governance Indicators (WGI) have gradually worsened since the onset of the Arab uprisings
in the countries affected.

Institutions shape all areas of human behaviour. As constraints, institutions can, by
definition, generate frustration and resentment as much as guarantee peace and
protection from violence. To a large extent, the popular uprisings that took place
throughout the Arab region in 2011 were the result of weak and exclusive State
institutions, and a call for them to be transformed into more effective and inclusive ones.
Post-conflict institution-building is a difficult undertaking, however, and learning from
the experiences of other countries that have gone through comparable transitions from
conflict or crisis can help national authorities decide which approaches to institution-
building best fit their needs.

Worldwide Governance Indicators in Arab countries in crisis, 2010, 2013 and 2016

-130 .
-139 Control of corruption
-1.58
-132
- 1.51 Rule of law
-180
- 013 | Reguletry qual
-1, pgulatory quali
1 quiatory qualtty
-14
-148 Government effectiveness
-173
-181 a0 - , ,
-231 2013 Political stability and absence of violence/terrorism
-248 216
-162
_ 1.25'052 Vioice and accountability

Note: Indicators are simple averages with the range in performance from approximately -2.50 (weak) to 2.50 (strong). The presence of weak
States in the Arab region, and the vacuum created and subsequently filled by other States and non-State actors, can be traced to a history
of governance failure brought about by the inadequacies of the authoritarian model that was prevalent prior to 2011. The Arab uprisings of
2011 brought these weaknesses to light, exposing weak State institutions, high levels of corruption, increased and increasing fiscal and
external deficits and constrained private sector growth.

While the global proliferation of conflict and crisis in 2018 affects all regions and reflects

a growing climate of uncertainty, conflict and occupation in the Arab region is particularly
persistent. The multiple causes and impact of these conflicts involve geopolitical as well as
interconnected national governance deficits and socioeconomic issues and have been the
subject of analysis and debate since 2011. Some have deep historical roots, while others are
based on recent events. Death, injury, food insecurity, regression of human rights, the loss
of jobs and access to education, weak governance structures and inefficient institutions,

—
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particularly the inability of State institutions to provide essential services for all, are just
some of the most immediate and severe effects. It is important to note that the immediate
effects of conflict at regional level are catastrophic in terms of scale and impact, further
exacerbating conflict dynamics at the national level, confining countries in crisis to a conflict
trap and straining socioeconomic and political affairs in neighbouring countries.

Source: This box draws on E/ESCWA/ECRI/2017/4.
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3. Studying the Effects of Energy Subsidy in

the Arab Region: A Macroeconomic and

Sectoral Assessment

A. Context

Many developing countries have based their
development model on the cheap energy
paradigm. One of the most important tools for
governing was the establishment of an energy
subsidy system that maintained energy prices
at an affordable price for households and
firms even in the face of international oil price
fluctuations. This system has been internalized
by production businesses and many firms have
developed their business plans on the basis

of affordable energy. In many countries, this
system succeeded in maintaining access to
energy for the poor, created jobs, protected
nascent industries and secured energy. At

the same time, these energy subsidy systems
put substantial pressure on the fiscal balance
and balance of payments. The International
Energy Agency estimated that global fossil fuel
subsidies amounted to $260 billion compared to
$140 billion for renewable energy subsidies.*

The Arab region has largely adopted this
system. In fact, according to the IMF, Arab
countries provide more than one fourth of
global energy subsidies, amounting to $117
billion out of a total of $436 billion worldwide.*
Out of this, $94 billion is in Arab oil-exporting
countries and corresponds to 5.5 per cent of
their GDP. These countries also possess the
largest subsidies per capita. This policy led the
region to triple its primary energy consumption
over the past 26 years. Meanwhile, affordable
subsidized energy prices have contributed to
the inefficient use of energy resources and
wasteful consumption patterns, exacerbating
the fiscal burden. This is why most of Arab
governments now acknowledge the need to
rationalize some of their energy subsidies as

a way to insure their fiscal sustainability. For

now, a change in energy prices will not only
have a social and fiscal impact, it will affect
the overall competitiveness of the economy.
Many energy-intensive sectors could be
affected, which will affect formal employment
creation, jobs that are mainly filled by the
middle-class workers. These effects are not
well studied in the region. This chapter will try
to fill this gap and go beyond the assessment
of the social and fiscal effects to assess

the macroeconomic, labour and sectoral
implications of changes in the price of energy.

1. The complex effects of energy subsidy in
the Arab region

The access to electricity is one of the pillars
of the economic attractiveness in most of the
Arab economies. The Doing Business Report
2019 reveals that in most of the countries in
the region the ranking for getting electricity
pillar outperforms their overall rank (figure 3.1).
Tunisia, an oil-importing country, ranks 51 in
terms of getting electricity compared to its
global rank of 80. Saudi Arabia, a major oil
exporter, has a rank of 64 in getting electricity
compared to its overall rank of 92. Bahrain

is the only country with a global rank (62)
outweighing its rank in getting electricity (82).
In addition, the affordability of electricity is
one of the most attractive traits attracting
investors to many Arab economies. Figure

3.2 shows that Lebanon, Qatar, Morocco and
Algeria rank much better in terms of cost of
electricity compared to getting electricity.
Lebanon ranks 20 in terms of the cost of getting
electricity compared to the rank of 124 for
the ease of getting electricity. Although high
costs of electricity are typically a major point
of criticism in Lebanon, multiple and long
electricity outages forcing the reliance on
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Figure 3.1 Getting electricity rank compared to the
overall rank in Doing Business
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Figure 3.2 Cost of getting electricity rank compared
to getting electricity rank
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Figure 3.3 Share of the Arab production of cement
in the global production
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Figure 3.4 Share of GCC production of aluminium in
the global production
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diesel generators could explain why getting
electricity in the country is relatively worse

compared to its cost.

The IMF illustrates that the region also

maintained low prices for petroleum products.

Gasoline prices are the lowest in the world.*
For regular gasoline, diesel and kerosene,

Source: World Aluminium, 2019.

subsidies in Arab countries represent on
average about 65 per cent of total energy
subsidies (which includes petroleum products,
electricity and natural gas).

Such low energy prices policy allowed
Arab countries to boost a range of energy-
consuming industries such as aluminium,


http://www.world-aluminium.org/statistics/
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Figure 3.5 Share of the Arab production of Figure 3.6 Share of the Arab production of steel in
chemical products in the global production the global production
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Figure 3.7 Share of the Arab production of paper Figure 3.8 Access to electricity in the Arab region
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steel, cement, fertilizer and petrochemicals. global production of cement has reached
Although the share of the Arab industrial almost 12 per cent of the global production
production represents only between 1 and (figure 3.3). GCC countries became one of
1.5 per cent of the world’s global production, the major players of the aluminium global
the share of the Arab production in the industry (figure 3.4) reaching over 8 per cent
above-mentioned industries is noticeable and of the world aluminium production. The
exceeds 10 per cent of the world production aluminium industry is one of the most energy-
in many sectors. The region’s share in the intensive sectors. Similarly, the share of
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Figure 3.9 Energy intensity level of primary energy, 2015 (MJ/$2011 PPP GDP)
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the Arab production of chemical products
represents 11 per cent of the global chemical
production (figure 3.5); the Arab share in

the steel production exceeds 6 per cent of
the world steel production (figure 3.6); while
the paper industry production in the region
amounts for almost 5 per cent of the world
production (figure 3.7). In addition, the region
succeeded in ensuring access to electricity
to the population (figure 3.8), as the above
favourable getting electricity indicator clearly
depicts. In fact, in 2016, almost 90 per cent of
the population in the Arab region had access
to electricity compared to nearly 75 per cent
25 years ago.

Overall, such cost benefits grant the Arab
countries large comparative advantages

and striking shares in world production

in many of the related industries. Energy
subsidies in kerosene, for example, explain the
competitiveness of the airline companies in the
Gulf region, placing them among the leaders in
the industry globally.

Nevertheless, and despite these successes, this
policy leads to critical economic inefficiencies
and distortions that could affect the
development sustainability in many countries.

First, there is a low level of energy efficiency
in the region. Low energy prices have led

to an overconsumption in energy products.
Figure 3.9 shows that the share of primary
energy intensity level in megajoules (MJ) per
$2011 purchasing power parity (PPP) of GDP in
several Arab countries outweigh both the world
and the developed countries of the OECD.

In many GCC countries, the intensity level of
energy is exceptional. For example, the usage
ratio in MJ in Bahrain is 10 times larger than
the PPP of GDP, making it the greatest energy
consumer in the region. Many Arab countries
such as Oman, Qatar and Saudi Arabia have a
consumption intensity close to that of China’s
energy intensity level, which in turn exceeds
the world and the OECD members.

Second, there is a negative effect on the
environment. Fossil energy is a primary source
of air pollution and a rising carbon footprint.
The GCC countries are among the highest
carbon dioxide (CO,) emitters, surpassing by
far more highly industrialized nations.” This is
clearly represented in figure 3.10 in which the
United Arab Emirates, Bahrain, Kuwait, Saudi
Arabia and Oman had levels of CO, emissions
in 2014 ranging between 15 and 25 metric tons
per capita, greatly exceeding the Arab region



Figure 3.10 CO2 emissions, 2014 (metric tons per capita)
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average of 4.86 metric tons per capita and the
world average of 5 metric tons per capita. The
high CO, emissions in the GCC also surpass
the levels in China (7.5) and the developed
countries (9.5). It is worthwhile noting that
Qatar, with CO, emissions of 45 metric tons
per capita, is by far the largest polluter and
contributor of greenhouse gas emissions.

Third is the low redistributive impact of this
policy. Energy subsidies have regressive
effects. The richest fraction of the population
rather than the poorest benefits the most.
High- income groups consume more energy,
possess more cars and are better connected
to electricity grids, while the most vulnerable
groups might not have any access to electricity.
A closer look at the subsidy distribution by
income group, based on IMF calculations

of the average distribution computed for
Egypt, Jordan, Lebanon, Mauritania and
Morocco, reveals, on one hand, that the top
20 per cent of the population benefit from
more than 50 per cent of energy subsidy for
diesel and gasoline and more than 40 per cent
for electricity. Conversely, the poorest 20

per cent only benefit the most from kerosene
subsidies at a rate up to 20 per cent of the
subsidy compared to nearly 18 per cent for the

top 20 per cent of the population. While low
income groups are the biggest consumers of
kerosene, it only accounts for 3.5 per cent of
total petroleum subsidies in the Arab countries
so the benefit from the product subsidy is very
limited.”® Likewise, Tunisia’s sizeable subsidies
on food and energy (together amounting to 3.1
per cent of GDP in 2017), which mainly reach
the better-off, exemplify this flawed targeting. In
fact, energy subsidies benefit rich households
up to 30 times more than the poor ones; while
government support in cash and health transfer
programmes for low-income families covers
only about 12 per cent of the poor.* ESCWA
research confirms that access to cheap energy
is not the most efficient way to help low-income
groups.® In fact, the poor not only consume
much less energy but most of the time do not
have access to “networked” utilities such as
electricity. As Sdralevich and others show in
their study of energy subsidies, 38-86 per cent
of petrol subsidies, 42-71 per cent of diesel
subsidies, and 26-53 per cent of electricity
subsidies in a number of Arab countries go

to the richest fifth of the population.”' For
Tunisia, the richest categories of the population
(decile 8-10) receive more than 54 per cent of
energy subsidies while the poorest categories
(decile1-3) receive only 13 per cent. These
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Figure 3.11 Energy subsidy by socioeconomic category and product for Tunisia
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results show that redistribution of subsidies are
not pro-poor.%?

In fact, price subsidies for fuel and electricity
that are universally applied not only end up
benefiting the higher income groups, businesses
and industries, but also generate important
costs for governments. This leads to a draining
of fiscal resources that could have been used
as spending targeted towards helping the poor,
such as investment in education, health and
infrastructure, for example, by expanding the
power sector and the grid.%

For Tunisia, the redistributive impactis very
pronounced (figure 3.11). For the poorest
category, about 90 per cent of their total energy
use comes from liquefied petroleum gas (LPG)
in bottles. In sum, the incidence of subsidy for
total energy represents almost 30.4 per cent
and 28.5 per cent, respectively for the second
and the third groups® which represent the
poorest population while the richest category
uses more gasoline and petrol.®®

Fourth is the fact that energy subsidies

have a major negative impact on a country’s
external position. In fact, subsidies and their
accompanying overconsumption lead to a

deterioration in the balance of payments due
to higher energy imports (for oil-importing
countries) or to lower exports (for oil-
exporting countries). Such subsidies might
also promote smuggling, leading to further
export revenue losses. Smuggling can, in
turn, also lead to shortages, rationing and
the emergence of a black market with prices
exceeding the official one.*

The last and most significant issue for
policymakers is the large fiscal burden created
by these measures. The total fiscal value of
energy subsidies® in the region has been
estimated at around $70 billion in 2016 (down
from $133 billion in 2014 and $100 billion in
2015), representing around one quarter of

the value of the world’s energy subsidies. In
2017, Saudi Arabia remained the world’s third
largest subsidizer of energy, according to

IEA data, with total subsidies amounting to
around $37 billion in 2017 (up from $30 billion

in 2016, but down from $57 billion in 2014 and
$44 billion in 2015) (figure 3.12). Egypt has been
spending between 10 to 14 per cent of its total
government expenditure between 2014 and
2016 on energy subsidies alone, nearly as much
as the country’s total expenditure on education
and health care combined.
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Figure 3.12 Energy subsidies by country, 2017 (millions of dollars)
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2. The ongoing and planned reform of energy
subsidy policy in the Arab region

Arab countries have initiated the reform of their
energy subsidy systems (table 3.1). They are
planning to continue this effort in the upcoming
years, especially if fiscal deficits remain high.
These reforms are conducted in the scope

of a fiscal consolidation, but their effects

will spread throughout the structure of the
economy. They will generate some adjustment
costs in terms of growth, employment and
comparative advantage. There are also
differentiated implications on gender when
discussing sectoral employment. Such matters
need to be addressed by policymakers and
taken into consideration when designing
appropriate actions to mitigate them.

More specifically, since 2015, all Arab
exporters have undertaken reform steps by
increasing the prices of energy products
domestically. For some GCC countries such
as the United Arab Emirates, higher prices
were the result of a total elimination of

fuel price gaps,® while for others (such as
Bahrain, Kuwait, Oman, Qatar and Saudi
Arabia) the price gaps were reduced but
remain significant. Higher electricity tariffs
were also implemented in most GCC countries
(led by the United Arab Emirates, mainly
Dubai, following the global financial crisis)
to levels leading to a potential decrease in
consumption by 20 per cent. To boost growth
and competitiveness, the Emirati authorities
announced a series of structural reforms

in 2018 with a reduction in electricity tariffs
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Table 3.1 Status of energy reform in the Arab region

Petroleum | Natural Measures to protect
gas the poor?
(Yes/No)

0il Importers

Tunisia

0il exporters
Algeria
Bahrain

Saudi Arabia
United Arab Emirates

Medium-term
plan?
(Yes/No)

[J: Subsidies eliminated
M : Reform initiated, subsidies remain
M : No specific measure

(September 2018) for the industrial sector,

a rise in non-oil tax revenue through VAT
(January 2018) and implementation of excise
taxes (October 2017).%°

Irag’s increased electricity tariffs led to a 40
per cent boost in cost recovery. In Algeria,
reforms were undertaken in 2016-2017 through
higher taxes with increased tax rates on
gasoline and diesel and a 2 percentage points
higher VAT rate for both electricity and gas.®®

Oil importers have also made substantial
adjustments to their energy prices. Some,

such as Jordan and Morocco, resorted to

eliminating all fuel subsidies, while others,

such as Egypt, the Sudan and Tunisia adopted
some ad hoc discretionary reforms in local
prices without full indexation to international
prices. Jordan is the only country which
eliminated electricity and natural gas
subsidies totally — although it kept subsidies
for the most vulnerable groups by a small
amount, equivalent to the value of 0.1 per cent
of GDP, while other oil importers undertook
more gradual medium-term reforms. In

fact, Egypt undertook gradual adjustments
between 2013 and 2015 and plans to increase
tariffs over the next five years, while Tunisia
implemented tariff increases in 2012 and
2013.%" The Tunisian authorities, aiming to
reduce energy subsidies in an effort to

shield the budget from oil price increases,



implemented an ad hoc price increase of 3
per cent on average for the three main fuel
categories in December 2017 and applied four
more price adjustments in 2018 and one in
March 2019.5

Overall, as part of their reform process, oil
importers have taken measures to address

the most vulnerable groups, protecting the
poorest segments of the population. However,
these social protection measures for the
poorest groups were not undertaken among oil
exporters (with the exception of Algeria, Iraq
and Saudi Arabia).

The experience of Yemen serves as a
cautionary tale for both the argument against
subsidizing energy and the argument against
reforms that may be detrimental to the most
vulnerable and must be coupled with social
measures. By 2014, Yemen’s Government could
no longer afford to sell fuel at a loss — which
forced people to buy diesel from the black
market, at prices higher than international ones
—and decided to drastically cut fuel subsidies.
This worsened the country’s situation by further
driving up inflation and creating a fertile ground

Figure 3.13 Growth performance of the Tunisian
economy
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for violent protests, in part calling for a reverse
of the subsidy cuts.®

B. Assessment of the economic, social
and sectoral implications of the reforms
of energy subsidy systems in the Arab
region: case study of Tunisia and

Saudi Arabia

To illustrate the complex effects of energy
reforms in the region, we use the computable
general equilibrium (CGE) models applied to
two representative cases in the Arab region:
an oil-importing country (Tunisia) and a net oil-
exporting country (Saudi Arabia). The choice
of the CGE models is underpinned by the fact
that they are considered one of the best tools
in designing an overall reform package. They
are flexible and detailed to deal with the wide
variety of energy subsidies that exist. They
offer a comprehensive evaluation of the effects
of reform, including (a) an assessment of the
government revenues; (b) an identification of
the industries and households that would be

Figure 3.14 Fiscal performance of the Tunisian
economy
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Figure 3.15 Share of energy subsidy as percentage of total expenditure, deficit and GDP

m % of total expenditure (right scale)

m % of deficit right scale)

— % of GDP (left scale]

012 013 2014

-

2016 an 2018

Source: ESCWA staff calculations based on national statistical sources, see appendix.

affected by reform; (c¢) an estimation of the
short-term adjustment costs of implementation
of policies as distinct from long-term effects.

1. The case of Tunisia

In the period since 2011, the Tunisian economy
has almost reverted to its pre-revolution
growth performance. Growing at an average
rate of 4.2 per cent between 2000 and 2010,
since 2011 Tunisia has had growth performance
of just 1.6 per cent (figure 3.13). This slowdown
in the country’s economic activity — which

also includes a recessionary period during
2011-2012 — was the result of adverse

effects caused by both international and
regional disruptions as well as by local social
conditions. Slow growth coupled with rising
Government expenditures (through higher
transfer payments) to respond to increasing
social needs and support, put a serious burden
on public finance. In fact, the Government’s
wage bill increased from the equivalent of 12.2
per cent of GDP in 2012 to the equivalent of 14
per cent of GDP in 2018, reaching a peak of 14.8
per centin 2016. This situation translated into a
high fiscal deficit and a significantincrease in
the country’s level of indebtedness which rose
from an equivalent of 44.5 per cent of GDP in

2012 to an equivalent of 70.5 per cent of GDP in
2018 (figure 3.14).

In order to tackle the issue and stabhilize

this situation, the Government of Tunisia is
currently implementing a series of fiscal
reforms. Starting in 2016, the Government
revised its Personal Income Tax (PIT) and the
VAT. These reforms boosted Government's
revenue from 21.3 per cent of GDP in 2016 to
nearly 25 per cent in 2018 but, given the slight
increase in public expenditures by around

1 per cent over the same period, they were
insufficient in reducing the fiscal deficit below
the targeted levels of 3 per cent of GDP. In fact,
the fiscal deficit declined from 6.5 per cent of
GDP in 2016 to 5.2 per cent in 2018; and this 1.3
per cent decrease was not enough to return
the Government's deficit to its 2015 pre-fiscal
reforms level of 3.6 per cent of GDP.

In a second wave of reform, the Government

is tackling the expenditure-side of its budget
with a special focus on subsidy reform. Indeed,
in 2018 energy subsidies represented over 8
per cent of total Government expenditure and
48 per cent of the public deficit amounting for
2.5 per cent of GDP (figure 3.15). The significant
share of subsidies in public finance explains



Table 3.2 The “business as usual” scenario’s, macroeconomic framework, Tunisia

Real GDP

Deflator

Labour force

Unemployment rate (percentage)

Exchange rate: dinar/$ (average)

Total revenue and grants (percentage of GDP)

Revenue

Tax revenue

Direct taxes

IRPP

IS

Trade taxes

VAT

Domestic

Imported

Other indirect taxes

Non-tax revenue

Grants

Subsidies

Food

Energy subsidies

Other

Total expenditure and net lending and
amortization

Total expenditure

Current expenditure

Wages and salaries

Goods and services

Interest payments

Domestic

External

Transfers

Capital expenditure

Overall balance

Financing (net)

Net Foreign financing

Drawings

Amortization

Domestic financing
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Drawings
Amortization
Gross public debt
Domestic

External

69.28 69.38 67.85 m
15.70 13.23 12.41 m
53.58 m 55.44 55.18 54.83

8.98

Source: ESCWA staff compilation based on national statistical sources (appendix).

the need for the Government to implement
subsidy reforms.

To study of the effects of the magnitude of

the increases in the price of energy products,
we undertake a simulation considering five
different price increase scenarios. In fact,

we simulate the effect of a rise in the price of
energy products for five quintiles representing
each respectively 10, 20, 30, 40 and 50 per cent
increases in the price of the middle and high
voltage electricity in Tunisia as well as the
prices of hydrocarbons (LPG, gasoil, gasoil50
and others). We assume that all adjustments
in response to the Government's financing
needs are done through variation in internal
indebtedness, so that the external debt
remains unchanged. We study the impact

of such simulation on key macroeconomic
variables, mainly on growth, inflation, fiscal
deficit but also on different sectors. The
results of the simulation are compared to

the macroeconomic framework presented

by the IMF at its last review (table 3.2). Such
“business as usual” (BAU) scenarios show, for
the next five years, stability in the price level,
unemployment rate and exchange rate. The
overall deficit is reduced over the years from
8.57 t0 6.93 as a result of (a) a slightincrease
in total revenue and grants from 23.31 per cent
of GDP in 2019 to 24.88 in 2023, mainly due to
higher VAT revenues and to slightly lower non-
tax revenues arising from grants and subsidies
(including a removal in energy subsidies); and
(b) a constant total expenditure, net lending
and amortization. Consequently, the country
will face a decrease in financing needs and a
lower gross public debt.

(a) Effects on growth

Simulations show that higher prices for energy
products (high and low voltage electricity)
and hydrocarbon prices (LPG, gasoil and
gasoil50) negatively affect the country’s
economic growth. Every 10 per centincrease
in energy price generates a loss of about

0.2 percentage point on growth reaching a
0.8 per cent decrease in the growth rate for

a 50 per centrise in energy prices (figure
3.16). As a result of this slower growth, the
unemployment rate rises by almost the same
proportion as the decline in the growth rate,
however, in an exponential mode, increasing
by 0.11 percentage point for the initial increase
in energy prices by 10 per cent and reaching
0.77 percentage point when the overall
energy prices are higher by 50 per cent. More
specifically, for every increase in the energy
price range by 10 per cent, the unemployment
rate rises respectively by 0.11, 0.14; 0.16; 0.17,;
and by 0.19 for a rise in energy prices from

40 to 50 per cent. It is important to note that
economic adjustments dampen the effects of
this shock as we go.

The growth differentials between the
simulations and the reference scenario are
reduced (figure 3.17) as factor allocation
adjustments are implemented. In 2023, the
growth rate of the simulations is higher than
that of the reference scenario. In fact, in the
reference year 2018 when the simulations
are undertaken, the direct effect on growth
rate of any percentage increase in energy
prices varies from a rate of 2.32 per cent for
10 per cent energy prices increases to 2.8



Figure 3.16 The implications of the increase of energy
products prices on growth and unemployment, Tunisia
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Figure 3.17 Growth gap, Tunisia
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Source: Author’s simulation using Tunisia CGE model.

per cent for a 50 per cent increase in energy
prices, similar to that of the reference year
2018. However, five years later, in 2023, the
multiplying effect of the fiscal stimulus would
have worked, leading to an overall effect on the
growth rate that outweighs the initial reference
point effect of 4.2 per cent, with a 4.26 per cent
growth rate for a 10 per centincrease in
energy prices and a growth rate for all other
energy price increase quintiles also above the
reference point of 4.2 per cent.

(b) The effect on inflation

Higher prices of energy products are initially
accompanied by an inflationary surge (figure
3.18). In fact, for initial increases in energy
prices by 10 and 20 per cent, the CPl increased
by 0.1 and 0.2 percentage points respectively in
2018. The inflationary pressure becomes more
important for higher increases in energy prices
by 30, 40 or 50 per cent, with a multiplying
effect on overall average price, increasing

by 0.4, 0.5 and 0.7 percentage points in 2018.
Nevertheless, this inflationary pressure is
offset by external variables, which will contain
such inflation and turn it into a deflation in the
following years. More specifically, the fall in

the fiscal deficit resulting from lower public
spending on subsidies and the improvement in
the trade balance enhances the dinar’s position
vis-a-vis foreign currencies. The appreciation
of the Tunisian dinar limits the share of
imported inflation, an effect that takes over in
the following years (figure 3.19). The greater
the increase in energy prices, the larger is

the appreciation in the exchange rate and the
lower the inflationary pressures. The exchange
rate appreciation is almost five times larger
when stemming from a 50 per centincrease

in energy prices compared to a 10 per cent
increase. In fact, a 50 per cent increase

in energy prices compared to 10 per cent
increase will lead to a rise in the exchange rate
by 3.4 points, as opposed to 0.7 points, thus
leading to a 0.5-point decrease in inflation in
2023 instead of a 0.2-point decrease for the first
quintile. Consequently, an initial increase in
inflation by 0.7 point is offset and turned into a
0.5 decrease in inflation in five years, depicting
an important gap on inflationary effects by

1.2 points, in magnitude. It is true that small
increases in energy prices have a lower impact
in magnitude on inflation, however, their long-
term effect on the exchange rate appreciation
and deflation, with their accompanying rise
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Figure 3.18 Effects on inflation, Tunisia
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Figure 3.19 Exchange rate, Tunisia

— 50%increase  — 40%increase  — 30%increase
Whincrease  — 10%increase

/
|_—

0
00708 W9 00 02 A2 N3 AU

Source: Author’s simulation using Tunisia CGE model.

in purchasing power, will also be dampened,
ranging from a higher inflationary pressure by
0.1 point to a 0.2-point deflation, for the first
quintile.

(c) Fiscal implications

The expenditure side (figure 3.20) shows that
the increase in the price of energy products
reduces the amount of energy subsidies by

a range of 0.6 to nearly 3 equivalent GDP
points for increases in energy price from

the first to the fifth quintile. Such reduced
spending arising from lower subsidies implies
a decrease in the deficit and consequently in
the burden of the debt both in terms of interest
and amortization. These two effects imply a fall
in total public expenditure ranging between
quintiles from an equivalent of 1to 4 GDP
equivalent points.

On the other hand, the Government revenue
(figure 3.21) reveals a rise in total public
revenues across quintiles as a result of higher
energy prices. The model shows that the
decline in economic activity results in lower
revenues arising from direct taxes. In fact,
figure 3.21 depicts decreases in personal

income taxes and corporate taxes by an
equivalent of up to 0.15 GDP points for a 50

per centincrease in energy prices. In contrast,
price increases imply a larger increase in

the VAT from an equivalent of 0.1 to 0.3 points

of GDP and other indirect taxes of up to 0.2
equivalent GDP points. The appreciation of the
Tunisian dinar which leads to lower payments of
imports denominated in foreign currencies also
implies a decrease in tariff revenues and grants.
Overall, the increase in indirect tax revenues,
mainly through VAT collection, outweighs

the decline in direct tax revenues, tariffs and
grants, leading to a rise in total revenue by 0.1
to over 0.2 equivalent points of GDP.

The decline in public spending and the relative
stability of revenues reduce public deficit.
Since we made the assumption that foreign
financing (in foreign currency) remains
constant, most of the decline is observed in
domestic financing (figure 3.22). In fact, the
noticeable decline in domestic financing by

a range of 0.77 point to 3.5 points for every
additional increase in energy prices from 10 to
50 per cent, clearly outweighs the neglectable
decline in foreign financing by only 0.05 and
up to 0.23 point for a similar range of energy



Figure 3.20 Variation of public spending as
equivalent GDP points, Tunisia
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Figure 3.21 Variation of Government revenues as
equivalent GDP points, Tunisia
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Figure 3.22 Variation of financing needs, Tunisia
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Figure 3.23 Variation of final stock of debt, Tunisia
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price increases. As a result of this decline in
domestic financing, the Government’'s domestic
borrowing is reduced, which allows for a
decrease in the domestic debt by 2.2 points

for 10 per centincreases in energy prices and
up to almost 10 points lower for 50 per cent
increases in energy prices. A slight decrease in
foreign debt, by 0.2 points and up to 0.7 points
from the first to the fifth quintile of energy price

increases, is also observable as a result of the
Tunisian dinar appreciation (figure 3.23).

(d) Sectoral effects

The sectoral impacts of energy subsidy
reduction are quite complex. As argued by
Bacon and Kojima (2006), energy price increase
has a significant effect on fuel and electricity
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Figure 3.24 Variation of sectoral demand, Tunisia
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Figure 3.25 Variation of sectoral output, Tunisia

L]

m 40

947654321012

LKl

| L))

Other commercial services
Public administration
Financial services

Post and telecommunication
Auxiliary services to transport
Air transport

Shipping

Land transport

Hotel and restaurant services
Trade

Maintenance and repair
Building and civil engineering
Water

Electricity and gas

Mines

0l and natural gas extraction
Mechanical and electrical industries
Ceramic and glass construction materials
Qil refinery

Chemical industries

Various industries

Textiles clothing and leather
Tobacco industry

Agrifoods industries
Agriculture and fishing

Source: Author’s simulation using Tunisia CGE model.

Figure 3.26 Variation of sectoral margins, Tunisia
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Figure 3.27 Variation of labour demand, Tunisia
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demand. The model shows that domestic
demand relevant to the products affected by
the reform declines significantly. In addition,
because households and firms reallocate

their spending to offset their higher spending
on energy, the demand facing most products
will decline. Only the demand for gas could
increase. This product, not affected by subsidy
decline, will benefit from the substitution effect
(figure 3.24).

As a result, firms will adjust their outputs
(figure 3.25) and reduce their margins

(figure 3.26). Transportation sectors (mainly
land transport and shipping) and industrial
sectors (mainly chemical, tobacco and textile
industries, but also directly-linked oil and gas
extraction industries) will suffer the largest
losses. Therefore, labour demand decreases
in the majority of the sectors raising the
unemployment rate, as described previously,
with a significant exception in the building and
civil engineering sectors (figure 3.27). Given the
construction sector is a highly intensive, male
labour force in the country, the gender impact
of this reform could be quite unequal, leading
to a gender bias increase in unemployment
affecting females more.

(e) Implications of the fiscal closure

The model shows that reducing energy
subsidies generates fiscal space for the
Tunisian Government. In the first group of
simulations we supposed that these “saved”
amounts are totally directed towards

the reduction of fiscal deficit. This policy
enhances the fiscal sustainability and reduces
indebtedness but has a negative impact on
growth and job creation.

Fuel subsidy removal will certainly improve
the Government budget. Expenditure-wise,
the Government will have more room for
various fiscal policies thanks to the subsidy
removal. The Government should reallocate
this extra budget to each sector accordingly.
Meanwhile, alternative policies are possible:

107

the saved amount could either be transferred
to households as a lump sum transfer or

used to fund additional public investment
programmes. The implications of these
alternative policies are illustrated by the
simulation of a 10 per cent increase of energy
prices. The results are quite informative.

The macroeconomic impacts of such
alternative policies could be completely
opposite. On one hand, increasing public
investment enhances the global performance
of the economy whereby economic

growth could increase by 0.5 per cent over
the simulated period (figure 3.28) while
unemployment rate could decrease by 0.32
per cent (figure 3.29). On the other hand,
reallocating the “saved” amount towards

a lump sum transfer to households has a
negative impact on growth and unemployment
since it does not foster an incentive to work.
However, these negative effects are still less
important than those arising from the fiscal
consolidation scenario. In fact, such transfer
payments to households reduce growth by a
mere 0.07 per cent compared to a decrease
by 0.14 per cent under fiscal consolidation.
Similarly, transfers to households raise the
unemployment rate by 0.05 per cent compared
to a 0.11 per cent unemployment rise under
fiscal consolidation.

The price effects of such alternative policies
compared to the fiscal consolidation

scenario are also opposite (figure 3.30). If
fiscal consolidation improves the balance

of payments of the country and implies

an appreciation of the Tunisian dinar and

a decrease of the inflationary pressures

on the long run by 0.2 points, the use of

the new fiscal space to increase public
investment deteriorates the trade balance and
consequently devaluates the Tunisian dinar by
1 point compared to foreign currencies (figure
3.31). Thus, both the energy price increase
and the money deprecation have an important
and amplifying double effect on creating
inflationary pressure. On the other hand,
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Figure 3.28 Real GDP variation, Tunisia
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Figure 3.30 Relative variation of price index, Tunisia

— Transfers ~ — Publicinvestment  — Fiscal consolidation
1.0
08 > —
L L - _—
———/
02 /
0 AN
M6 2017 2018 209 M0 002 08 W4
02 m
04

Figure 3.31 Relative variation of exchange rate, Tunisia
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the reallocation of this higher fiscal space
towards a lump sum transfer to households
places the effect of such policy on inflation in
between the demand stimulus effect of higher
public investment and the fiscal consolidation
scenario. In fact, the effect of household
transfers on inflation is higher than the

fiscal consolidation impact with its 0.6 points
increase in inflation effect compared to a 0.2

decrease in inflation under fiscal consolidation.

However, the inflationary impact of such
transfer policy remains lower than that of the
public investment increase scenario, which

induces 0.85 points increase in inflation.

As a result, depending on the long-run key
macroeconomic target variables of the
Government, overall public investment seems
to be a more profitable scenario that is both
growth-enhancing and unemployment-



reducing, even if it is at the expense of a
slightly higher inflationary pressure of 0.25
points. It provides a fiscal stimulus to the
economy allowing it to counter the effect of
the contractionary economic activity pressure
induced by higher energy prices.

2. The case of Saudi Arabia

The Saudi economy has been deeply affected
by the 2014 drop in oil prices. An economy that
had grown at an average pace of 5.3 between
2010 and 2014 has since 2015 grown at an
average pace of 1.7 per cent (figure 3.32).
With the county’s reforms in place, growth

is expected to increase further as oil output
increases. The employment of Saudi nationals
has increased, especially for women, but the
unemployment rate among Saudi nationals
rose to 12.8 per centin 2017. The introduction
of VAT and higher gasoline and electricity
prices led to an expected CPl inflation of 3
per centin 2018, before stabilizing at around 2
per cent over the medium term.®

The performance of the Saudi economy and
its fiscal revenue are highly linked to oil price
(figure 3.33). The share of oil revenue in the

Figure 3.32 Evolution of the growth performance of
the Saudi economy
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Government revenue decreased from 92

per centin 2011 to around 70 per centin 2018.
The fiscal deficit reached 17.2 per centin
2016 and the non-exported oil primary deficit
(NEOPD) amounted for 44.6 per cent of non-oil
GDP in 2016.

To address this situation, Saudi Arabia started
diversifying its Government resources with

the implementation of the VAT in 2015. It
announced in early 2016 a significant reduction
in fossil fuel subsidies. Gasoline prices
increased by about 50 per cent, and natural
gas prices by 67 per cent. Ethane, a key input
used by the petrochemical sector, has seen

its price increase by 133 per cent. These
measures narrowed the fiscal deficit to 9.3

per cent of GDP in 2017 and non-exported oil
primary deficit to 38.6 per cent of non-oil GDP.
In 2018, the NEOPD level was 25 per cent of
non-oil GDP, below its peak in 2014. The fiscal
deficit is projected to continue to narrow to

4.6 per cent of GDP in 2018 and then further to
1.7 per cent of GDP in 2019. With the decline

in oil prices, the deficit is projected to widen
and is expected to continue to be financed by a
combination of asset drawdowns and domestic
and international borrowing.%

Figure 3.33 Evolution of the fiscal indicators of the
Saudi economy
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Table 3.3 The “business as usual” scenario’s macroeconomic framework, Saudi Arabia

RealGP | 19 | 19 | 2 | a1 | 22 | 24 |
Average oil export price level mm
Population (millions)
Oilevenwe | wo | 183 | 1s0 | w9 | oo | w2
Nonoifrevenve | 42 | 51 | 59 | 59 | 57 | 55
Directtx | 12 [ 12 | 2 | 12 | 2 | 13
directtax | 28 | s0 | 30 | a1 | a1 | a2
Tarifirevenve | 07 | o7 | os | o8 | o8 | 08
Woge | s | wa | we | wa | w3 | w2 |
Goodsandsevies | 49 | 50 | s | 52 | 53 | 54
Transfertohouseholds | 62 | 58 | ss | 58 | 57 | 58
Transfertothe restoftheworld | 03 | o5 | o5 | o6 | 05 | 06
Publicinvestment | 80 | 79 | e | 79 | 7 | 15
oeficit | 3 | 42| s | 61 68 | 75

Source: IMF, 2018e.

The Government has announced its intention to
continue to gradually increase energy prices to
benchmark levels by 2025. The price of natural
gas is expected to startincreasing in 2020;

LPG and kerosene prices should reach their
reference price levels in 2019; diesel prices
should be incrementally increased starting
2019. Plans for water price reforms have been
delayed as metering and billing issues remain
to be resolved. The Electricity and Cogeneration
Regulatory Authority (ECRA) is supervising

an assessment of these issues and will be
conducting a study on water supply costs that
will help build future water tariff schedules.

To have a first order assessment of the
economic and sectoral implications of an
increase of energy prices on the Saudi
economy we use a multisectoral dynamic
CGE model and simulate the same shocks

implemented for the Tunisian case. As

a reference scenario, we also used the
macroeconomic framework presented by

the IMF in its August 2018 review, but this

time taking into consideration the revenues
generated from energy price reforms. The
“business as usual” scenario is presented in
table 3.3. It depicts a decline in the average

oil export price level in the next five years,
leading to a total decline in revenues due to
important declines in oil revenues. As a result,
Government expenditures will be reduced with
lower transfers to households and lower public
expenditures. However, the downward pressure
on revenue outweighs the cut in expenditures,
thus widening the public deficit. Consequently,
with an expected growing population from 33.2
million to 36.7 million, real GDP is expected to
rise from 1.9 to 2.4, with the unemployment rate
for nationals left unscathed.



(a) Effects on growth

Simulations show that when the energy
subsidy reform is undertaken with a fiscal
consolidation objective, it has a negative
impact on growth and employment creation,
especially for nationals.

In fact, increases in energy prices by 10 and
20 per cent lead to proportionate decreases
in real GDP respectively by 0.11 and 0.24
percentage points, with further rises in
energy prices leading to larger negative
effects on growth, pushing real GDP down
by 0.73 percentage point for 50 per cent
increases in energy prices (figure 3.34).
This recessionary pressure brings along
with it increasing unemployment. For every
increase in energy prices by 10 per cent,
unemployment rate rises by 1 per cent
reaching nearly 5 per cent for a 50 per cent
increase in energy prices.

The growth gap between the different price
simulation scenarios is initially wide in the
implementation year 2019, however, after all
adjustments have taken place, the gap is once
again narrowed down to only 0.1 percentage
point in the following five years (figure 3.35).

(b) The impacts on demand

The increase in energy prices has a negative
impact on households’ final consumption

and on firms" intermediate consumption.
Meanwhile the reduction of the crowding

out effect has a positive impact on private
investment (figure 3.36). In fact, on one hand,
for every 10 per centincrease in energy prices,
total final consumption falls proportionately

by 1 percentage point while the decrease in
intermediate consumption is slightly larger for
larger increases in energy prices, ranging from
a decrease by 0.28 to 0.35 percentage points for
10 and 50 per cent increases in energy prices,
respectively. On the other hand, as a result

of a lower crowding out effect, the decline

in public spending is offset by higher private

m

Figure 3.34 The implications of the increase
of energy products prices on growth and
unemployment, Saudi Arabia

m Real GDP  — Unemployment rate (percentage)

RV R S
Increase Increase Increase Increase Increase

5,00

400
300

200

1.00

W

N

-056 -
o -Uls

-1.00
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Figure 3.35 Growth gap, Saudi Arabia
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Source: Author’s simulation using Saudi Arabia’s CGE model.

investment thus causing positive effects on
total investment. Hence, a 10 per centincrease
in energy prices leads to an increase in private
investment by 1 percentage point and 0.71
percentage points in total investment. However,
high increases in energy prices dampen the
positive effect on investment due to their
stronger contractionary impact leading to small
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Figure 3.36 Local demand, Saudi Arabia
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Figure 3.37 Effects on external trade, Saudi Arabia
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Figure 3.38 Effects on inflation, Saudi Arabia
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increases in private and total investments
respectively by 0.15 and 0.11 percentage points
for 50 per cent increases in energy prices.

Given the fixed exchange rate, the decrease
in both final and intermediate consumption
reduce the volume of imports in the country.
Such a decrease in imports is occurring at an
increasing marginal propensity whereby total
imports decline by 0.15 percentage points as a

result of 10 per cent increases in energy prices,
by 0.32 percentage points for 30 per cent
increases in energy prices, and by 0.42
percentage points for 50 per cent increases

in energy prices (figure 3.37). Consequently,
firms marginally increase the volume of their
exports to compensate for the decrease in

the domestic demand. Total exports increase
by a mere 0.02 percentage points for every 10
per centincrease in energy prices, compared



to noticeable decreases in imports, thus
leading to a higher trade deficit.

(c) The effect on inflation

Since Saudi Arabia has a pegged exchange
regime, the subsidy reform has no impact

on its exchange rate. Thus, the increase in
energy prices is completely translated into

a surge in the price index. Such inflationary
pressure is sustained throughout the five years
following the reform (figure 3.38). Results of
the simulation confirm the important weight
that energy prices place on the overall price
level. In fact, while a 10 per cent increase

in energy prices leads to a 0.2 percentage
point higher inflation, a 50 per cent increase

in such energy prices raises the inflation rate
by 0.9 percentage points denoting noticeable
inflationary pressure which comes with the
major problem of lower purchasing power and
its economic consequences.

(d) Fiscal implications

One of the major benefits stemming from
such energy subsidy reforms is the positive
effect on the fiscal balance. Lower public

Figure 3.39 Variation of public spending as
equivalent GDP points, Saudi Arabia
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expenditure on subsidies will free up
resources to allow the Government to
increase its investment in key development
sectors such as education, infrastructure, etc.
In fact, a 10 per centincrease in energy prices
would raise the value of public investment by
0.02 equivalent GDP points and up to nearly
0.08 points for 50 per cent increases in energy
prices (figure 3.39).

As a result of a reduction in subsidies paid,
total Government revenue would rise by a
range of 0.5 to 0.6 equivalent GDP points for
every quintile increase in energy prices (figure
3.40). Given the higher VAT rates imposed in
the reforms and the higher prices of energy
products and goods, the sales tax or indirect
tax revenue would rise. Higher indirect tax
revenues are noticeable starting at 20 per cent
increases in energy prices, to levels over 0.6
percentage equivalent GDP points for every
quintile increase in energy prices. Such 0.6
percentage points in equivalent GDP increase
in Government and indirect tax revenues
largely outweigh the negligible 0.01 and 0.08
percentage points decline in oil and non-oil
revenues, respectively, tilting the balance
towards higher total public revenue.

Figure 3.40 Variation of Government revenue as
equivalent GDP points, Saudi Arabia
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Consequently, higher Government revenue
reduces its level of indebtedness and the
debt burden faced since financing needs are

lowered as a result of lower subsidies. In fact,
a 10 per centincrease in energy prices lowers

the financing needs of the Government by 0.6
percentage points with a sharper decline for

higher price increases (figure 3.41). Ultimately,

a 50 per centincrease in energy prices
reduces the need for financing by over 2.5
points. The lower level of required financing
will raise the level of public resources
available and thus increase the country’s
foreign reserves. An increase in energy
prices by 10 per cent enlarges the amount of
foreign reserves by 0.55 percentage points
(figure 3.42). Such anincrease in foreign
reserves reaches over 1 percentage point for
a 20 per centincrease in energy prices and
up to 2.2 percentage points for 50 per cent
increases in energy prices.

Needless to say, the fiscal position is
improved as a result of such gradual energy
price subsidy removal, leading to higher
Government revenue, lower financing needs
and improvement in the country’s foreign
reserves with more growth enhancing public

investment potential.

Figure 3.41 Variation of financing needs, Saudi Arabia
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(e) Sectoral effects

Higher energy prices arising from energy
subsidy reforms decrease both production

and demand in all sectors of the economy
(table 3.4). In fact, energy products represent

a major input cost going in the production
process. Such higher costs lower the supply
and thus the production in all sectors. The
higher the increase in energy prices, the higher
will be the decrease in production resulting
from it. Electricity, gas and water supply are
obviously the largest sectors affected directly
in which production declines by 3.19 per cent
for 10 per centincrease in energy prices and
by 12.10 per cent for 50 per centincrease in
such prices. Home construction is the second
most affected sector given the large share

of domestic energy product consumption:
production of private households by regularly
employed persons declines by nearly 1t0 5

per cent for increases in energy prices by 10
to 50 per cent. Other community and service
activities and transport sectors also face lower
production, with around 3 per cent decline as a
result of 50 per cent higher energy prices.

This decline in production is coupled with a
similar decrease in demand in all sectors as a

Figure 3.42 Variation of foreign reserve, Saudi Arabia
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Table 3.4 Impact on production and demand by sector

Production Demand

10% 20% 30% 40% 50% 10% 20% 30% 40% 50%
increase |increase |increase |increase |increase |increase |increase |increase |increase|increase

Agriculture,
hunting and -0.06 -0.15 -0.26 -0.40 -0.55 -0.29 -0.61 -0.95 -1.32 -1.69
forestry

Fishing -0.38 -0.79 -1.23 -1.69 -2.17 -0.39 -0.80 -1.25 -1.n -2.20

Crude petroleum

0.10 0.17 0.22 0.26 0.29 -0.29 -0.60 -0.92 -1.24 -1.58
and natural gas

Other mining
and quarrying
Petroleum
refining

Other
manufacturing

0.04 0.03 0.00 -0.05 -0.13 -0.11 -0.30 -0.54 -0.82 -1.13

0.03 0.04 0.02 -0.02 -0.07 -0.45 -0.91 -1.37 -1.85 -2.32

-0.23 -0.52 -0.84 -1.19 -1.57 -0.09 -0.27 -0.50 -0.78 -1.10

Electricity,
gas and water -3.19 -5.89 -8.23 | -10.28 | -12.10 | -3.19 -5.91 -8.25 10.30 | -12.12

supply
Construction 0.35 0.55 0.63 0.63 0.57 0.41 0.66 0.79 0.84 0.81

Wholesale
and retail

trade repair of
motor vehicles
and personal
household
goods

Hotels and
restaurants

Transport
storage and
communications

Financial
intermediation

Real estate
renting and
business
activities
Public
administration
and defense
compulsory
social security

Education

Health and
social work
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Other
community,
social and
personal
service
activities

Private
households
with employed
persons

I

n

H

Source: Author’s simulation using Saudi Arabia’s CGE model.

result of higher prices for all products. In fact,
demand for electricity, gas and water supply as
well as households’ demands are the largest
impacted sectors. However, the negative
effect on the demand side for all other sectors
exceeds that of the supply, mostly noticeable
for crude petroleum and natural gas, which

are the only sectors whose production is not
negatively affected by higher energy price
increases but whose demand (in contrast to the
case of Tunisia) largely declines by almost 1.5
per cent for 50 per centincrease in prices. This
difference, as specified above, is due to the
fact that subsidy reforms have been initiated in
Saudi Arabia for all energy products including
gas, which is not the case in Tunisia. Thus, the
substitution effect towards gas consumption is
not present in Saudi Arabia.

Such a decrease in both demand and supply
has a negative impact on both employment
and capital returns. A lower demand and
correspondingly a lower supply imply a lower
demand for inputs consequently leading to
higher unemployment and lower capital rates
of return. The factor remuneration by sector
depicts both lower employment rates and
capital rates of returns for all sectors except
the construction sector as a result of higher
energy prices (table 3.5). Once again, the rise
in the unemployment rate is mostly noticeable
in the electricity, gas and water supply sector
whereby employment is reduced by 11 per cent
for 10 per centincreases in energy prices and
by almost 40 per cent for 50 per cent increases

in energy prices. Fishing, transport, storage,
communications and manufacturing sectors
also face declines in both capital remuneration
and employment. Although the construction
sector is the only one facing positive factor
remuneration, the increase in employment due
to high energy prices is by a mere 1 per cent
and a similar increase is noted for the rate of
return on capital. This positive effect is minimal
compared to the magnitude of the negative
impact on employment and capital returns

in other sectors. Thus, the gender bias in the
level of unemployment across sectors is not a
concern as it was the case in Tunisia. In Saudi
Arabia, the gender diversity component is not
present in many goods and service sectors. In
fact, although labour force participation among
Saudi women increased significantly between
2000 and 2017 (from 10.1 per cent to 19.4

per cent), itis still well below the GCC average
and other countries at a similar income level.
The female unemployment rate is high at 31
per cent and educated women have a much
higher unemployment rate than their male
counterparts.5

(f) Implications of the fiscal closure

Overall, the impact of the energy subsidy has
a positive effect on the fiscal balance but
weighs negatively on economic growth and
unemployment due to lower economic activity
arising from lower demand and production.
Given the country’s fixed exchange rate
system, the increase in energy prices is



Table 3.5 Factor remuneration by sector

Employment Capital rate of return

Saudi 0% | 20% | 30% | 40% | 50% | 10% | 20% | 30% | 40% | 50%
employment increase |increase |increase |increase |increase|increase |increase |increase |increase |increase

Agriculture,
hunting and -1.15 -2.33 -3.53 -4.76 -6.00 -1.12 -2.24 -3.36 -4.50 -5.63
forestry

Fishing 374 | -739 | -1098 | -1450 | -17.95 | -3.41 | -673 | -998 | -13.17 | -16.30

Crude
petroleum and -0.08 -0.16 -0.24 -0.32 -0.40 -0.16 -0.29 -0.41 -0.52 -0.62
natural gas
Other mining
and quarrying

-0.48 -1.05 -1.68 -2.37 -3.10 -0.53 -1. -1.73 -2.39 -3.06

Petroleum
refining

Other
manufacturing

-0.80 -1.62 -2.46 -3.30 -4.15 -0.82 =1 -2.43 -3.22 -4.01

-1.56 -3.22 -4.96 -6.75 -8.58 -1.48 -3. -4.63 -6.27 -1.92

Electricity,
gas and water -1996 | -27.05 | -32.89 | -37.80 | -10.03 | - -24.51 | -29.92 | -34.49

supply
Construction . 1.32 1.43 1.29 0.96 0.66 ! 1.01 0.84 0.50

Wholesale
and retail
trade repair of
motor vehicles
and personal
household
goods

Hotels and
restaurants

Transport,
storage and
communica-
tions

Financial
intermediation

Real estate
renting and
business
activities
Public
administration
and defense
compulsory
social security

Education
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Health and
social work
Other
community,
social and 122 | 241 -3.59
personal
service
activities
Private
households
with employed
persons

Source: Author’s simulation using Saudi Arabia’s CGE model.

automatically reflected by higher inflation.
However, the magnitude of the variation of the
price index arising from the different scenarios
is what is considered in the analysis.

In fact, the fiscal consolidation scenario
depicted in figure 3.43 shows a decline in

real GDP by 0.11 points and an increase in

the unemployment rate by nearly 1 per cent
(0.94). Consequently, such a scenario with its
slowdown in economic activity has the lowest
inflationary pressure with a CPI rising by 0.18
points (figure 3.44).

Figure 3.43 Nominal GDP variation and
unemployment rate, Saudi Arabia

m Real GDP (leftscale) —m= Unemployment rate (percentage: right scalg)
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If such higher fiscal space with its
accompanied higher revenues is allocated
towards increased current expenditures mainly
via lump sum transfer payments to households
—which are currently not available — the
noticeable positive effect will be observed

on reducing the unemployment rate by 0.57
percentage points, while the negative effect on
real GDP persists although slightly improved by
0.02 points compared to the fiscal consolidation
scenario. As a result of this stimulus, higher
inflation is encountered with an increase in the
CPI by 0.27 points.

Figure 3.44 Relative variation of price index,
Saudi Arabi
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Source: Author’s simulation using Saudi Arabia’s CGE model.



Ultimately, if the improved fiscal balance is
channelled towards increasing the public
spending in growth-enhancing sectors, not only
would it foster growth by increasing real GDP
by 0.25 percentage points due to its strong and
direct multiplier effect, but also by lowering the
unemployment rate by 0.06 percentage points.
Evidently, such stronger fiscal stimulus has the
highest impact on inflation with an increased
CPI by 0.9 points.

Although the strength of the impacts might
differ depending on the country considered,
our model shows once again that overall public
investment seems to be a more profitable
scenario that is both growth enhancing

and unemployment reducing, even if itis

at the expense of a higher inflation. Such
expansionary fiscal policy enhances economic
activity outweighing the slowdown effects that
arise from higher energy prices.

C. Conclusion

According to the research conducted by
ESCWA, subsidies reduce the incentive to invest
in energy generation and provision, resulting in a
lack of development and maintenance of energy
infrastructure. Moreover, energy subsidies lead
to energy inefficiency in the industries rather
than stimulating productivity or competitiveness
and tend to promote capital-intensive
industrialization at the expense of the labour-
intensive variety, placing a toll on job-creation.?

Simulations demonstrate that reducing

energy subsidies generates a fiscal space

for governments. Meanwhile, if the “saved”
amounts are totally directed to the reduction
of fiscal deficit, fiscal sustainability could be
enhanced. However, economic growth and job
creation will be negatively affected.

Application of alternative policies is possible.
The saved amount could either be transferred
to households as a lump sum transfer or
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used to fund additional public investment
programmes. The implications of the
application of these alternative policies are
different in terms of growth, job creation and
inflation. Increasing public investment could
have a better impact in terms of growth and
job creation but negative impact on inflation
and balance of payments, as the country needs
to increase its exports of capital good. The
impacts of households’ lump sum option could
have an in between effect. The impacts on
growth and job creation could be higher than
the fiscal deficit reduction but less than the
public investment option.

The macroeconomic model used does not take
into consideration inter-fuel substitution and
competition and the effect of improvement in
energy efficiency and energy saving in different
economic sectors and households. These
effects could be taken into consideration later.
Econometric assessments could determine the
effects of energy efficiency programmes on
the level of energy consumption by sector. The
estimated relationships will be then introduced
in the model in order to fill this analysis gap.

As a follow-up to this report, research is
envisaged that could investigate further the
topic of energy subsidy policies and their
impact at the sectorial level which will allow for
an assessment of the impact of increasing the
share of renewable energy in the energy mix,
the effect of the use of clean technologies and
the upscaling of energy efficiency measures
on the different economic sectors. Provided
the availability of data and modelling tools, this
research could complete the macro modelling
of the present Survey and eventually refine
policy recommendations to be suggested.

In the 2019 report Energy Vulnerability in the
Arab Region, ESCWA has provided a number
of policy recommendations for mitigating the
effect of the reform of energy subsidies.5®
Among the recommendations, the report
proposes to (a) diversify the national energy
mix and increase the share of renewable

Survey of Economic and Social Developments in the Arab Region 2018-2019  Studying the Effects of Energy Subsidy in the Arab Region



120

energy; (b) establish sustainable demand-
side management systems for domestic
energy use; (c) reprioritize structural
economic diversification; (d) implement
large-scale energy efficiency retrofit
programmes across all economic sectors;
(e) ensure effective enforcement of energy
efficiency performance standards and
regulations; and (f) increase the uptake

of off-grid systems and enhance regional
energy trade.

These estimations could prove to policymakers
in the Arab region that if the portion of the fiscal
space generated by energy subsidy reforms
can be used to fund some of the above set
portfolio of policy recommendations through
adequate choices of infrastructure, technology,
governance and sustainable management
practices, then this will be key in addressing
the effect of any energy subsidy reform and

will speed up the mainstreaming of sustainable
energy management.
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Chapter 1
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The sovereign spread of a dollar
denominated bond is defined as the
difference in yield between the bond
and a benchmark US Treasury bond
of a similar maturity and is normally
expressed in basis points.

The term “mini job” was coined
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marginal employment that is generally
characterized as part-time with a low
wage. According to the latest law,
the monthly income of a mini job is
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In November 2018, the United States
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to importers of Iranian oil, namely
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freeze the assets of the Venezuelan
State-run oil company PDVSA
(Petroleos de Venezuela), which
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41 per cent of total Venezuelan oil
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Chapter 2
13. A high and positive correlation

coefficient between real GDP growth
rate in GCC countries and change

in Brent spot price over the last 30
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55.9 for Kuwait, 84.7 for Oman, 86.2 for
Qatar, 87.9 for Saudi Arabia, 91.9 for
the United Arab Emirates, and 92.2 for
GCC countries as a whole.
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International, 2019.
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Monetary Authority, some 12,949
mortgage contracts worth 5,653 billion
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signed in the month of May 2019,

a surge of 212 per cent in terms of
volume and 122 per cent increase in
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. Arab countries have implemented

different exchange rate
arrangements. Countries with rigid
exchange rates include Bahrain,
Comoros, Djibouti, Irag, Jordan,
Kuwait, Libya, Morocco, Oman,
Qatar, Saudi Arabia and the United
Arab Emirates. Countries with supple
exchange rates are Egypt, Lebanon,
Mauritania, Somalia, the Sudan,
Tunisia and Yemen. In the cases of
Algeria and the Syrian Arab Republic,
the exchange-rate regimes that do
not correspond to criteria for any
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arrangements that are characterized
by frequent shifts in policies.
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Appendix

Female and male labour force participation rates by country, 2014-2018
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Sources of National Statistical data

1. Algeria

Gross oil export revenues
Bank of Algeria
Quarterly Statistical Bulletin, No. 44 (September 2018)
https://www.bank-of-algeria.dz/pdf/bulletin_44e.pdf.

Real GDP growth
Office National des Statistiques
Quarterly National Accounts, No. 838
Third Quarter 2018
http://www.ons.dz/Au-deuxieme-trimestre-2018-les.html.

Consumer inflation rate
Office National des Statistiques
Indice des prix a la consommation, No. 277, Mois de Décembre 2018
http://www.ons.dz/-Indice-des-prix-a-la-consommation,124-.html.

Trade and current account balances
Office National des Statistiques
Les comptes nationaux trimestriels -1er trimestre 2019
http://www.ons.dz/IMG/pdf/comptesnt12019.pdf.

Bank of Algeria
Quarterly Statistical Bulletin
https://www.bank-of-algeria.dz/pdf/bulletin_41e.pdf.

Monetary indicator: broad money
Bank of Algeria
Quarterly Statistical Bulletin, No. 44 (September 2018)
https://www.bank-of-algeria.dz/pdf/bulletin_44e.pdf.

Fiscal positions
Ministere Des Finances

Rapport de Présentation du Projet de la Loi de Finances pour 2018 et Prévisions 2019-2020 http://

www.dgpp-mf.gov.dz/images/stories/PDF/RPLF/aplf2018.pdf.

General Secretariat of Government Journal Officiel

Recettes Definitives Appliquees Au Budget De L'etat Pour L'annee 2019 No. 79

https://www.joradp.dz/FTP/jo-francais/2018/F2018079.pdf.

2. Bahrain

Gross oil export revenues
Central Bank of Bahrain


https://www.bank-of-algeria.dz/pdf/bulletin_44e.pdf
http://www.ons.dz/Au-deuxieme-trimestre-2018-les.html
http://www.ons.dz/-Indice-des-prix-a-la-consommation,124-.html
http://www.ons.dz/IMG/pdf/comptesnt12019.pdf
https://www.bank-of-algeria.dz/pdf/bulletin_41e.pdf
https://www.bank-of-algeria.dz/pdf/bulletin_44e.pdf
http://www.dgpp-mf.gov.dz/images/stories/PDF/RPLF/aplf2018.pdf
http://www.dgpp-mf.gov.dz/images/stories/PDF/RPLF/aplf2018.pdf
https://www.joradp.dz/FTP/jo-francais/2018/F2018079.pdf

Statistical Bulletin (May 2019)
https://www.cbb.gov.bh/wp-content/uploads/2019/07/May-2019.pdf.

Real GDP growth
Bahrain Economic Development Board
Bahrain Economic Quarterly (December 2018)
http://bahrainedb.com/app/uploads/2017/06/BEQ-June-2018-1.pdf.

Ministry of Finance and National Economy
Bahrain Economic Quarterly (June 2019)

https://www.mofne.gov.bh/Files/cdoc/FI1051-BEQ%2001%202019%20English%20FINAL.pdf.

Consumer inflation rate
Bahrain Open Data Portal
Consumer Price Index 2016, 2017, 2018
http://www.data.gov.bh/en/ResourceCenter.

Trade and current account balances
Central Bank of Bahrain
Balance of Payments
https://www.chbb.gov.bh/wp-content/uploads/2019/04/Mar-2019-1.pdf.

Monetary indicator: broad money
Central Bank of Bahrain
Statistical Bulletin (May 2019)
https://www.cbb.gov.bh/wp-content/uploads/2019/07/May-2019.pdf.

Fiscal positions
Ministry of Finance and National Economy
Final Accounts, 2016-2017
https://www.mofne.gov.bh/FinancialFramework.aspx.

Ministry of Finance and National Economy
Total State Budgeted Revenues & Expenditures for the Financial Years, 2018
https://www.mofne.gov.bh/OpenData.aspx.

3. Comoros

Real GDP growth
Banque Centrale des Comores
Rapport Annuel 2017
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2017.pdf.

Consumer inflation rate
Banque Centrale des Comores
Rapport Annuel 2017
http://www.banque-comores.km/index.php?page=Ile-rapport-annuel.

Trade and current account balances
Banque Centrale des Comores
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https://www.cbb.gov.bh/wp-content/uploads/2019/07/May-2019.pdf
http://bahrainedb.com/app/uploads/2017/06/BEQ-June-2018-1.pdf. 
https://www.mofne.gov.bh/Files/cdoc/FI1051-BEQ%20Q1%202019%20English%20FINAL.pdf
http://www.data.gov.bh/en/ResourceCenter
https://www.cbb.gov.bh/wp-content/uploads/2019/04/Mar-2019-1.pdf
https://www.cbb.gov.bh/wp-content/uploads/2019/07/May-2019.pdf. 
https://www.mofne.gov.bh/FinancialFramework.aspx
https://www.mofne.gov.bh/OpenData.aspx
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2017.pdf
http://www.banque-comores.km/index.php?page=le-rapport-annuel

130

Rapport Annuel 2017
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2017.pdf.

Banque Centrale des Comores
Bulletin trimestriel de la Banque Centrale des Comores
http://www.banque-comores.km/DOCUMENTS/Bulletin_BCC_n21_d%C3%A9cembre_2018.pdf.

Monetary indicator: broad money
Banque Centrale des Comores
Statistiques Monétaires
Total de la Masse Monétaire
http://www.banque-comores.km/index.php?page=statistiques-monetaires.

Fiscal positions
Banque Centrale des Comores
Rapport Annuel 2016
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2016.pdf.

Banque Centrale des Comores
Rapport Annuel 2017
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2017.pdf.

Ministere des Finances, Du Budget Et du Secteur Bancaire
Financial Exercise
http://douane.gov.km/file/textes-nationaux/4479L0i%20des%20Finances%20Exercice%202018.pdf.

4. Djibouti

Real GDP growth
Banque Centrale des Djibouti
Rapport Annuel 2017
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf.

Consumer inflation rate
Banque Centrale de Djibouti
Rapport Annuel 2017
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf.

Trade and current account balances
Banque Centrale des Djibouti
Rapport Annuel 2017
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_
finale.pdf.

Institut National de la Statistique de Djibouti
Annuaire Statistique 2018
http://www.dised.dj/Annuaire_Statistique_2018.pdf.

Monetary indicator: broad money
Banque Centrale de Djibouti


http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2017.pdf
http://www.banque-comores.km/DOCUMENTS/Bulletin_BCC_n21_d%C3%A9cembre_2018.pdf
http://www.banque-comores.km/index.php?page=statistiques-monetaires
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2016.pdf
http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2017.pdf
http://douane.gov.km/file/textes-nationaux/4479Loi%20des%20Finances%20Exercice%202018.pdf
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf
http://www.dised.dj/Annuaire_Statistique_2018.pdf
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Bulletin Mensuel
http://banque-centrale.dj/en/#.

Fiscal positions
Banque Centrale des Djibouti
Rapport Annuel 2017
http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_
finale.pdf.

Institut National de la Statistique de Djibouti
Annuaire Statistique 2018
http://www.dised.dj/Annuaire_Statistique_2018.pdf.

5. Egypt

Gross oil export revenues
Central Bank of Egypt
Monthly Statistical Bulletin, No. 266 (May 2019)
https://www.che.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx.

Real GDP growth
Central Bank of Egypt
Monthly Statistical Bulletin, No. 266 (May 2019)
Real Sector
https://www.che.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.
aspx.

Consumer inflation rate
Egypt Statistics
General index of consumer prices
http://www.capmas.gov.eg/Pages/IndicatorsPage.aspx?page_id=6130&ind_id=2542.

Trade and current account balances
Central Bank of Egypt
Monthly Statistical Bulletin
https://www.che.org.eg/ar/EconomicResearch/Publications/Pages/MonthlyStatisticacIBulletin.aspx.

Monetary indicator: broad money
Central Bank of Egypt
Monthly Statistical Bulletin, No. 266 (May 2019)
https://www.cbe.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx.

Fiscal positions
Ministry of Finance Transparency Initiative
Citizen Budget for 2018-2019
http://www.budget.gov.eg/Budget20182019.

Ministry of Finance
The Financial Monthly March 2019
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http://banque-centrale.dj/wp-content/uploads/2018/08/BCD_Rapport_Annuel_2017_version_finale.pdf
http://www.dised.dj/Annuaire_Statistique_2018.pdf
https://www.cbe.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx
https://www.cbe.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx
https://www.cbe.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx
http://www.capmas.gov.eg/Pages/IndicatorsPage.aspx?page_id=6130&ind_id=2542
https://www.cbe.org.eg/ar/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx
https://www.cbe.org.eg/en/EconomicResearch/Publications/Pages/MonthlyStatisticaclBulletin.aspx
http://www.budget.gov.eg/Budget20182019
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http://www.mof.gov.eg/MOFGallerySource/English/Reports/monthly/2019/March2019/Full%20
version.pdf.

Ministry of Finance

Publication of preparing the budget 2019-2020
http://www.mof.gov.eg/MOFGallerySource/Arabic/budget2019-2020/Publication_of_preparing_
the_budget19-20.pdf.

6. Iraq

Gross oil export revenues
Central Bank of Iraq
Annual Statistical Bulletin (2017, 2016, 2015)
https://cbi.ig/news/view/492.

State Organization for Marketing of Qil
Iraq Crude Qil Exports (May 2019)
http://somooil.gov.ig/en/index.php/2015-11-14-05-40-7/46-2015.

Real GDP growth
Central Bank of Iraq
Preliminary Estimates of GDP for the First Quarter
http://cosit.gov.ig/en/national-accounts-statistics/national-income-reports.

Consumer inflation rate
Central Bank of Iraq
Economic and Statistics Data — Price Indicator
http://www.chiraq.org/SeriesChart.aspx?Tseries|D=356.

Trade and current account balances
Central Bank of Iraq
Iraq Balance of Payments
https://cbi.ig/news/view/725.

Monetary indicator: broad money
Central Bank of Iraq
Money Sector, Monetary Indicators
http://www.chiraq.org/SeriesChart.aspx?Tseries|D=154.

Fiscal positions
Ministry of Finance
Budget Department Reports
http://mof.gov.ig/obs/ar/pages/otherreports.aspx.

7. Jordan

Real GDP growth
Department of Statistics


http://www.mof.gov.eg/MOFGallerySource/English/Reports/monthly/2019/March2019/Full%20version.pdf
http://www.mof.gov.eg/MOFGallerySource/English/Reports/monthly/2019/March2019/Full%20version.pdf
http://www.mof.gov.eg/MOFGallerySource/Arabic/budget2019-2020/Publication_of_preparing_the_budget19-20.pdf
http://www.mof.gov.eg/MOFGallerySource/Arabic/budget2019-2020/Publication_of_preparing_the_budget19-20.pdf
https://cbi.iq/news/view/492.
https://cbi.iq/news/view/492.
http://somooil.gov.iq/en/index.php/2015-11-14-05-40-7/46-2015
http://cosit.gov.iq/en/national-accounts-statistics/national-income-reports
http://www.cbiraq.org/SeriesChart.aspx?TseriesID=356
https://cbi.iq/news/view/725
http://www.cbiraq.org/SeriesChart.aspx?TseriesID=154
http://mof.gov.iq/obs/ar/pages/otherreports.aspx
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National Accounts
http://dosweb.dos.gov.jo/nationalaccount/annual-accounts/tables_accounts.

Consumer inflation rate
Department of Statistics
Price Indices 2018
http://dosweb.dos.gov.jo/economic/price-indices/table-price-indices.

Trade and current account balances
Central Bank of Jordan
Economic and Financial Data
http://www.cbj.gov.jo/EchoBusv3.0/SystemAssets/New%20HTML/NSDP_2010.HTML.

Monetary indicator: broad money
Central Bank of Jordan
Money and Banking, Money Supply
http://statisticaldb.cbj.gov.jo/index?action=level4.

Fiscal positions
General Budget Department
Annual Report
http://www.gbd.gov.jo/en/Page/Index/annual-report.

General Budget Department
Law No.(1) for the Year 2019, General Budget Law for the Fiscal Year 2019
http://www.gbd.gov.jo/GBD/en/Budget/Index/general-budget-law.

8. Kuwait

Gross oil export revenues
Central Bank of Kuwait
Quarterly Statistical Bulletin

Balance of Payments of Kuwait
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/quarterly.
jsp?selYear=2018&selMonth=tcm%3A10-129078-1024&selTable=129147&publication-
id=10&table-type=2&btn-submit=Submit.

Real GDP growth
Central Bank of Kuwait
Estimates of Quarterly Gross Domestic At Current and Constant Prices First Quarter 2019
https://www.csb.gov.kw/Pages/Statistics_en?ID=69&ParentCatID=3.
Estimates of Quarterly Gross Domestic At Current and Constant Prices Fourth Quarter 2018
https://www.csb.gov.kw/Pages/Statistics_en?ID=69&ParentCatID=3.

Consumer inflation rate
Central Bank of Kuwait
Consumer Price Index Numbers
https://www.csh.gov.kw/Pages/Statistics_en?ID=34&ParentCatlD=3.
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http://www.cbj.gov.jo/EchoBusv3.0/SystemAssets/New%20HTML/NSDP_2010.HTML
http://statisticaldb.cbj.gov.jo/index?action=level4
http://www.gbd.gov.jo/en/Page/Index/annual-report
http://www.gbd.gov.jo/GBD/en/Budget/Index/general-budget-law
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http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/quarterly.jsp?selYear=2018&selMonth=tcm%3A10-129078-1024&selTable=129147&publication-id=10&table-type=2&btn-submit=Submit
https://www.csb.gov.kw/Pages/Statistics_en?ID=69&ParentCatID=3.
https://www.csb.gov.kw/Pages/Statistics_en?ID=69&ParentCatID=3.
https://www.csb.gov.kw/Pages/Statistics_en?ID=69&ParentCatID=3
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Trade and current account balances
Central Bank of Kuwait
Quarterly Balance of Payments of Kuwait
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/quarterly.
jsp?selYear=2018&selMonth=tcm%3A10-129078-1024&selTable=129146&publication-
id=10&table-type=2&btn-submit=Submit.

Monetary indicator: broad money
Central Bank of Kuwait
Statistical Release, Monthly (April 2019)
Money Supply, M2
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/monthly.
jsp?selYear=2019&selMonth=tcm%3A10-129349-1024&selTable=129351&publication-id=10&table-
type=1&btn-submit=Submit.

Fiscal positions
Ministry of Finance
Total 2017-2018
https://www.mof.gov.kw/FinancialData/PeriodRvwReport/PDF/FinalAccountPDF/Total2017-2018.
pdf#view=fit

Ministry of Finance
Annual Budget 2019/2020
https://www.mof.gov.kw/MofBudget/PDF/BudgetEng20-19.pdf.

9. Lebanon

Real GDP growth
Central Administration of Statistics
http://www.cas.gov.lb/images/PDFs/National%20Accounts/CAS_Lebanon_National_
Accounts_2017_Comments_and_tables.pdf.

Consumer inflation rate
Central Administration of Statistics
Consumer Price Index CPI
http://www.cas.gov.lb/index.php/economic-statistics-en.

Trade and current account balances
Banque du Liban
External Sector and Balance of Payments
http://www.bdl.gov.Ib/webroot/statistics/.

Monetary indicator: broad money
Central Bank of Lebanon
Statistics and Research
Monetary Aggregates and Counterparts, M2
http://www.bdl.gov.Ib/webroot/statistics/table.php?name=t521-5.

Fiscal positions
Ministry of Finance


http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/quarterly.jsp?selYear=2018&selMonth=tcm%3A10-129078-1024&selTable=129146&publication-id=10&table-type=2&btn-submit=Submit
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/quarterly.jsp?selYear=2018&selMonth=tcm%3A10-129078-1024&selTable=129146&publication-id=10&table-type=2&btn-submit=Submit
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/quarterly.jsp?selYear=2018&selMonth=tcm%3A10-129078-1024&selTable=129146&publication-id=10&table-type=2&btn-submit=Submit
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/monthly.jsp?selYear=2019&selMonth=tcm%3A10-129349-1024&selTable=129351&publication-id=10&table-type=1&btn-submit=Submit
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/monthly.jsp?selYear=2019&selMonth=tcm%3A10-129349-1024&selTable=129351&publication-id=10&table-type=1&btn-submit=Submit
http://www.cbk.gov.kw/en/statistics-and-publication/statistical-releases/monthly.jsp?selYear=2019&selMonth=tcm%3A10-129349-1024&selTable=129351&publication-id=10&table-type=1&btn-submit=Submit
https://www.mof.gov.kw/MofBudget/PDF/BudgetEng20-19.pdf
http://www.cas.gov.lb/images/PDFs/National%20Accounts/CAS_Lebanon_National_Accounts_2017_Comments_and_tables.pdf
http://www.cas.gov.lb/images/PDFs/National%20Accounts/CAS_Lebanon_National_Accounts_2017_Comments_and_tables.pdf
http://www.cas.gov.lb/index.php/economic-statistics-en
http://www.bdl.gov.lb/webroot/statistics/
http://www.bdl.gov.lb/webroot/statistics/table.php?name=t521-5
http://www.bdl.gov.lb/webroot/statistics/table.php?name=t521-5
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Public Finance Annual Review 2017
http://www.finance.gov.Ib/en-us/Finance/Rep-Pub/DRI-MOF/PFR/Public %20Finance%20
Monitor/Annual%202017-%20Final%20version.pdf.

Ministry of Finance
Fiscal Performance
http://www.finance.gov.lb/en-us/Finance/EDS/FP.

Ministry of Finance

Citizen Budget 2018
http://www.finance.gov.lb/en-us/Finance/BI/ABDP/Annual%20Budget%20Documents%20
and%20Process/Citizen%20Budget%202018.pdf.

10. Libya

Gross oil export revenues
Central Bank of Libya
Economic Bulletin
First Quarter 2019
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019-1st-Quarter-Economic-
Bulletin.pdf.

Real GDP growth
Central Bank of Libya
Economic Bulletin
First Quarter 2019
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019-1st-Quarter-Economic-Bulletin.pdf.

Consumer inflation rate
Central Bank of Libya
Economic Bulletin 4th Quarter 2018
https://cbl.gov.ly/en/indicators-of-banking-sector/.

Trade and current account balances
Central Bank of Libya
Economic Bulletin 4th Quarter 2018
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/02/Economic-Bulletin-4th-Quarter-2018.
pdf.

Monetary indicator: broad money
Central Bank of Libya
Economic Bulletin
First Quarter 2019
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019- 1st-Quarter-Economic-Bulletin.pdf.

Fiscal positions
Central Bank of Libya
Economic Bulletin
https://cbl.gov.ly/en/economic-bulletin/.
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http://www.finance.gov.lb/en-us/Finance/Rep-Pub/DRI-MOF/PFR/Public%20Finance%20Monitor/Annual%202017-%20Final%20version.pdf
http://www.finance.gov.lb/en-us/Finance/EDS/FP
http://www.finance.gov.lb/en-us/Finance/BI/ABDP/Annual%20Budget%20Documents%20and%20Process/Citizen%20Budget%202018.pdf
http://www.finance.gov.lb/en-us/Finance/BI/ABDP/Annual%20Budget%20Documents%20and%20Process/Citizen%20Budget%202018.pdf
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019-1st-Quarter-Economic-Bulletin.pdf
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019-1st-Quarter-Economic-Bulletin.pdf
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019-1st-Quarter-Economic-Bulletin.pdf
https://cbl.gov.ly/en/indicators-of-banking-sector/
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/02/Economic-Bulletin-4th-Quarter-2018.pdf
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/02/Economic-Bulletin-4th-Quarter-2018.pdf
https://cbl.gov.ly/en/wp-content/uploads/sites/2/2019/05/2019-1st-Quarter-Economic-Bulletin.pdf
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11. Mauritania

Gross oil export revenues
Banque Centrale de Mauritanie
Bulletin Trimestriel des Statistiques (June 2018)
https://www.bcm.mr/IMG/pdf/bulletin_trimestriel_des_statistiques_pour_le_deuxieme_
trimestre_2018.pdf.

Real GDP growth
Banque Centrale de Mauritanie
Rapport Annuel de I'exercice 2018
https://www.bcm.mr/IMG/pdf/rapport_anuel_2018_vf.2.pdf.

Consumer inflation rate
Office National De La Statistique
Indice National des prix a la consommation (INPC)
http://www.ons.mr/images/INPC/2018/Publication%20INPC_%20d%C3%A9c-2018.pdf.

Trade and current account balances
Banque Centrale de Mauritanie
Annual Report 2017
https://www.bcm.mr/IMG/pdf/rapport_annuel_bcm_2017_fr.pdf.

Monetary indicator: broad money
Banque Centrale de Mauritanie
Bulletin Trimestriel des Statistiques (June 2018)
https://www.bcm.mr/IMG/pdf/bulletin_trimestriel_des_statistiques_pour_le_deuxieme_
trimestre_2018.pdf.

Fiscal positions
Le droit des affaires en Afrique francophone
Finances pour I'annee 2017
http://www.droit-afrique.com/uploads/Mauritanie-LF-2017-rectificative.pdf.

Le droit des affaires en Afrique francophone
Finances pour I'annee 2019
http://www.droit-afrique.com/uploads/Mauritanie-LF-2019.pdf.

12. Morocco

Gross oil export revenues
Bank Al-Maghrib
Annual Report 2016
http://www.bkam.ma/en/content/view/full/14431.

Real GDP growth
Haut-Commissariat au Plan
Comptes nationaux des secteurs institutionnels 2018
https://www.hcp.ma/downloads/Comptabilite-nationale_t11873.html.


https://www.bcm.mr/IMG/pdf/bulletin_trimestriel_des_statistiques_pour_le_deuxieme_trimestre_2018.pdf
https://www.bcm.mr/IMG/pdf/bulletin_trimestriel_des_statistiques_pour_le_deuxieme_trimestre_2018.pdf
https://www.bcm.mr/IMG/pdf/rapport_anuel_2018_vf.2.pdf
http://www.ons.mr/images/INPC/2018/Publication%20INPC_%20d%C3%A9c-2018.pdf
https://www.bcm.mr/IMG/pdf/rapport_annuel_bcm_2017_fr.pdf
https://www.bcm.mr/IMG/pdf/bulletin_trimestriel_des_statistiques_pour_le_deuxieme_trimestre_2018.pdf
https://www.bcm.mr/IMG/pdf/bulletin_trimestriel_des_statistiques_pour_le_deuxieme_trimestre_2018.pdf
http://www.droit-afrique.com/uploads/Mauritanie-LF-2017-rectificative.pdf
http://www.droit-afrique.com/uploads/Mauritanie-LF-2019.pdf
http://www.bkam.ma/en/content/view/full/14431
https://www.hcp.ma/downloads/Comptabilite-nationale_t11873.html

Consumer inflation rate
Haut-Commissariat au Plan
Indice Des Prix A La Consommation
https://www.hcp.ma/Simuler-votre-indice-de-prix-a-la-consommation-IPC_a638.html.

Trade and current account balances
Bank Al-Maghrib
Report on Monetary Policy Monetary Policy Report 2019
http://www.bkam.ma/en/content/view/full/538087.

Monetary indicator: broad money
Bank Al-Maghrib
Documents Information and statistics
Key Monetary Statistics (May 2019)
http://www.bkam.ma/en/content/view/full/18990?text=M2.

Fiscal positions
Ministry of Economy and Finance
Economic and Financial Statistics, Public Finance, 2016-2017

https://www.finances.gov.ma/en/Pages/Statistiques.aspx?Active=FP&m=Y0OU%20ARE?.

Tresorerie General Du Royaume

Bulletin Mensuel De Statistiques Des Finances Publiques, Décembre 2018, 2016-2017
https://www.tgr.gov.ma/wps/wcm/connect/ecc9ebd2-3256-4bc5-992e-9b854e4d8edd/
BSFP+D%C3%A9cembre+2018.pdf?MOD=AJPERES&ContentCache=NONE.

Ministry of Economy and Finance
Bulletin Officiel Cent-septiéme année, No. 6736 bis, 2019
https://www.finances.gov.ma/Docs/db/2018/B0_6736%20bis_fr.pdf.

13. Oman

Gross oil export revenues
Central Bank of Oman
Quarterly Statistical Bulletin (June 2019)
https://cbo.gov.om/report/QuarterlyBulletins/58.

Real GDP growth
National Centre for Statistics and Information
Monthly Statistical Bulletin (June 2019)
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.
aspx?ltemID=%2bt%2b7bHS1zzxqA8IHQArKYrw%3d %3d.

Annual Report 2018
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.
aspx?ltemID=A%2ffusGsV53s4aYIUB6FvwOw%3d%3d.

Consumer inflation rate
National Centre for Statistics and Information
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https://www.hcp.ma/Simuler-votre-indice-de-prix-a-la-consommation-IPC_a638.html
http://www.bkam.ma/en/content/view/full/538087
http://www.bkam.ma/en/content/view/full/18990?text=M2
https://www.finances.gov.ma/en/Pages/Statistiques.aspx?Active=FP&m=YOU%20ARE?
https://www.tgr.gov.ma/wps/wcm/connect/ecc9ebd2-3256-4bc5-992e-9b854e4d8edd/BSFP+D%C3%A9cembre+2018.pdf?MOD=AJPERES&ContentCache=NONE
https://www.tgr.gov.ma/wps/wcm/connect/ecc9ebd2-3256-4bc5-992e-9b854e4d8edd/BSFP+D%C3%A9cembre+2018.pdf?MOD=AJPERES&ContentCache=NONE
https://www.finances.gov.ma/Docs/db/2018/BO_6736%20bis_fr.pdf
https://cbo.gov.om/report/QuarterlyBulletins/58
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.aspx?ItemID=%2bt%2b7bHS1zzxqA8IHQrKYrw%3d%3d.
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.aspx?ItemID=%2bt%2b7bHS1zzxqA8IHQrKYrw%3d%3d.
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.aspx?ItemID=%2bt%2b7bHS1zzxqA8IHQrKYrw%3d%3d.
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.aspx?ItemID=A%2ffusGsV53s4aY9U6FvwOw%3d%3d
https://www.ncsi.gov.om/Elibrary/Pages/LibraryContentDetails.aspx?ItemID=A%2ffusGsV53s4aY9U6FvwOw%3d%3d
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Sultanate Consumer Price Index
https://www.ncsi.gov.om/Elibrary/LibraryContentDoc/bar_MSB%20January_9b52bh4a8-2163-
4060-9000-3f521023556€e.pdf.

Central Bank of Oman

Quarterly Statistical Bulletin December 2018
https://cbo.gov.om/sites/assets/Documents/English/Publications/QuarterlyBulletins/2018/
QBDec2018.pdf.

Trade and current account balances
Central Bank of Oman
Quarterly Bulletins
https://cbo.gov.om/sites/assets/Documents/English/Publications/QuarterlyBulletins/2019/
QuarterlyBulletinMarch2019.pdf.

Monetary indicator: broad money
Central Bank of Oman
Banking Indicator (March 2019)
Monetary Indicators, Broad Money Supply (M2)
https://www.cbo.gov.om/Pages/All-Indicators.aspx.

Fiscal positions
Ministry of Finance
State’s Final Account
https://www.mof.gov.om/english/Financial-Reports/The-Final-Account.

Ministry of Finance
The State Budget 2019
https://www.mof.gov.om/Portals/1/documents/Financial-reports/The-state-budget/2019/2019.pdf.

14. State of Palestine

Real GDP growth
Palestine Monetary Authority
Statistics Time Series Data — National Accounts
http://www.pma.ps/Default.aspx?tabid=202&language=en-US.

Palestinian Central Bureau of Statistics, State of Palestine
http://www.pcbs.gov.ps/post.aspx?lang=en&IltemID=3341.

Consumer inflation rate
Palestine Monetary Authority
Monthly and Quarterly Data, Consumer Price Index in Palestine
http://www.pma.ps/Default.aspx?tabid=201&language=en-US.

Trade and current account balances
Palestinian Central Bureau of Statistics
The Preliminary Results of the Quarterly Balance of Payments for Palestine according to the sixth edition
https://www.pcbs.gov.ps/Portals/_Rainbow/Documents/PCBS-BPM6-Q%20-%20english.html.


https://www.ncsi.gov.om/Elibrary/LibraryContentDoc/bar_MSB%20January_9b52b4a8-2163-4060-9000-3f521023556e.pdf
https://www.ncsi.gov.om/Elibrary/LibraryContentDoc/bar_MSB%20January_9b52b4a8-2163-4060-9000-3f521023556e.pdf
https://cbo.gov.om/sites/assets/Documents/English/Publications/QuarterlyBulletins/2018/QBDec2018.pdf
https://cbo.gov.om/sites/assets/Documents/English/Publications/QuarterlyBulletins/2018/QBDec2018.pdf
https://cbo.gov.om/sites/assets/Documents/English/Publications/QuarterlyBulletins/2019/QuarterlyBulletinMarch2019.pdf
https://cbo.gov.om/sites/assets/Documents/English/Publications/QuarterlyBulletins/2019/QuarterlyBulletinMarch2019.pdf
https://www.cbo.gov.om/Pages/All-Indicators.aspx
https://www.mof.gov.om/english/Financial-Reports/The-Final-Account
https://www.mof.gov.om/Portals/1/documents/Financial-reports/The-state-budget/2019/2019.pdf
http://www.pma.ps/Default.aspx?tabid=202&language=en-US
http://www.pma.ps/Default.aspx?tabid=202&language=en-US
http://www.pcbs.gov.ps/post.aspx?lang=en&ItemID=3341
http://www.pma.ps/Default.aspx?tabid=201&language=en-US
https://www.pcbs.gov.ps/Portals/_Rainbow/Documents/PCBS-BPM6-Q%20-%20english.html
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Fiscal positions
Palestine Monetary Authority
Public Finance
http://www.pmof.ps/pmof/internal.php?var=11&tab=03.

15. Qatar

Gross oil export revenues
Ministry of Development Planning and Statistics
Economic Outlook 2018-2020
https://www.mdps.gov.qa/en/knowledge/Doc/QEO/Qatar-Economic-0utlook-2018-2020-En.pdf.

Real GDP growth
Ministry of Development Planning and Statistics
Economic Outlook 2018-2020
https://www.mdps.gov.qa/en/knowledge/Doc/QEO/Qatar-Economic-0utlook-2018-2020-En.pdf.

Consumer inflation rate
Planning and Statistics Authority
Qatar Economic Outlook 2018-2020
https://www.mdps.gov.ga/en/knowledge/Doc/QEO/Qatar-Economic-0utlook-2018-2020-En.pdf.

Trade and current account balances
Qatar Central Bank
Balance Of Payments
http://www.qcb.gov.qa/English/Publications/Statistics/BalanceofPayments/Pages/default.aspx.

Monetary indicator: broad money
Qatar Central Bank
Monthly Monetary Bulletin (May 2019)
http://www.qcb.gov.qa/English/Publications/Statistics/Pages/MonthlyBulletin.aspx.

Fiscal positions
Qatar Central Bank
Quarterly Statistical Bulletins
http://www.qcb.gov.qa/English/Publications/Statistics/Pages/Statisticalbulletins.aspx.

Planning and Statistics Authority
Qatar Economic Outlook 2018-2020
https://www.psa.gov.qa/en/knowledge/Doc/QEO/Qatar-Economic-0utlook-2018-2020-En.pdf.

Ministry of Finance

Qatar’s 2019 Budget
https://www.mof.gov.qa/en/Pages/Data2019.aspx.

16. Saudi Arabia

Gross oil export revenues
Saudi Arabian Monetary Authority
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Annual Statistics 2018
http://www.sama.gov.sa/en-US/EconomicReports/Pages/YearlyStatistics.aspx.

Real GDP growth
Saudi Arabian Monetary Authority
Annual Statistics 2018
http://www.sama.gov.sa/en-US/EconomicReports/Pages/YearlyStatistics.aspx.

Consumer inflation rate
Saudi Arabian Monetary Agency
Yearly Statistics
http://www.sama.gov.sa/en-US/EconomicReports/Pages/YearlyStatistics.aspx.

Trade and current account balances
Saudi Arabian Monetary Agency
Monthly Statistics
http://www.sama.gov.sa/ar-sa/EconomicReports/Pages/MonthlyStatistics.aspx.

Monetary indicator: broad money
Saudi Arabian Monetary Authority
Monthly Bulletin (May 2019)
http://www.sama.gov.sa/en-US/EconomicReports/Pages/MonthlyStatistics.aspx.

Saudi Arabian Monetary Authority
Money Supply
http://www.sama.gov.sa/en-US/Indices/Pages/MoneySupply.aspx.

Fiscal positions
General Authority for Statistics
Budget Data
https://www.stats.gov.sa/en/1026.

Ministry of Finance

Press Release

http://cbssyr.sy/index-EN.htm

http://cbssyr.sy/index-EN.htm
https://www.mof.gov.sa/en/MediaCenter/news/Pages/News_18122018.aspx.

Ministry of Finance

Pre-Budget Statement 2020
https://www.mof.gov.sa/en/financialreport/Documents/Bayan%20Tamhidi%20ENG %20
Portrait.pdf.

17. Somalia

Real GDP growth
Ministry of Planning, Investment & Economic Development
Directorate of National Statistics
http://www.dns.org.so/gross-domestic-product-gdp/.


http://www.sama.gov.sa/en-US/EconomicReports/Pages/YearlyStatistics.aspx
http://www.sama.gov.sa/en-US/EconomicReports/Pages/YearlyStatistics.aspx
http://www.sama.gov.sa/en-US/EconomicReports/Pages/YearlyStatistics.aspx
http://www.sama.gov.sa/ar-sa/EconomicReports/Pages/MonthlyStatistics.aspx
http://www.sama.gov.sa/en-US/EconomicReports/Pages/MonthlyStatistics.aspx
http://www.sama.gov.sa/en-US/Indices/Pages/MoneySupply.aspx
https://www.stats.gov.sa/en/1026
http://cbssyr.sy/index-EN.htm
http://cbssyr.sy/index-EN.htm
https://www.mof.gov.sa/en/MediaCenter/news/Pages/News_18122018.aspx
https://www.mof.gov.sa/en/financialreport/Documents/Bayan%20Tamhidi%20ENG%20Portrait.pdf
https://www.mof.gov.sa/en/financialreport/Documents/Bayan%20Tamhidi%20ENG%20Portrait.pdf
http://www.dns.org.so/gross-domestic-product-gdp/

Consumer inflation rate
Ministry of Planning, Investment & Economic Development
Directorate of National Statistics
Consumer Price Index
http://www.dns.org.so/consumer-price-index/.

18. The Sudan

Gross oil export revenues
Central Bank of Sudan
Economic and Financial Statistics Review
Fourth Quarter 2018
https://cbos.gov.sd/sites/default/files/Q1_2018.pdf.

Real GDP growth
Central Bank of Sudan
Economic and Financial Statistics Review
Fourth Quarter 2018
https://cbos.gov.sd/sites/default/files/Q1_2018.pdf.
Annual Report 2019
https://cbos.gov.sd/sites/default/files/1-2019.pdf.

Consumer inflation rate
Sudan Data Portal
Consumer Price Index of Sudan, 2016, 2017

http://sudan.opendataforafrica.org/rperipd/consumer-price-index-of-sudan-december-2017.

Central Bank of Sudan
Economic and Financial Statistics Review October — December 2018
https://cbos.gov.sd/sites/default/files/Q4%202018.pdf.

Trade and current account balances
Central Bank of Sudan
Annual Reports
https://cbos.gov.sd/en/publication-type/annual-reports.

Monetary indicator: broad money
Central Bank of Sudan
Economic Brief, March 2019
https://cbos.gov.sd/en/content/32019.

Fiscal positions
Central Bank of Sudan
Annual Report 2017
https://cbos.gov.sd/sites/default/files/annual-report-2017.pdf.

Central Bank of Sudan

Economic and Financial Statistic Review
https://cbos.gov.sd/en/publication-type/economic-and-financial-statistic-review.
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http://www.dns.org.so/consumer-price-index/
https://cbos.gov.sd/sites/default/files/Q1_2018.pdf
https://cbos.gov.sd/sites/default/files/Q1_2018.pdf
https://cbos.gov.sd/sites/default/files/1-2019.pdf.
https://cbos.gov.sd/sites/default/files/1-2019.pdf.
http://sudan.opendataforafrica.org/rperipd/consumer-price-index-of-sudan-december-2017
https://cbos.gov.sd/sites/default/files/Q4%202018.pdf
https://cbos.gov.sd/en/publication-type/annual-reports
https://cbos.gov.sd/en/content/32019
https://cbos.gov.sd/sites/default/files/annual-report-2017.pdf
https://cbos.gov.sd/en/publication-type/economic-and-financial-statistic-review
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19. Syrian Arab Republic

Real GDP growth
Central Bureau of Statistics
Consumer Price Index, CPI
http://cbssyr.sy/index-EN.htm

Consumer inflation rate
Central Bureau of Statistics
Consumer Price Index, CPI
http://cbssyr.sy/index-EN.htm

20. Tunisia

Gross oil export revenues
Statistques Tunisie
Oil, Production and trade of crude petrol
http://www.ins.tn/en/themes/energie#sub-377.

Real GDP growth
Central Bank of Tunisia
Nation’s Accounts
https://www.bct.gov.tn/bct/siteprod/tableau_n.jsp?params=PL203150,PL203160&la=an.

Consumer inflation rate
Statistiques Tunisie
Statistics Monthly Bulletin, December 2018
Evolution of the consumer price index by year of base, CPI
http://www.ins.tn/en/publication/statistics-monthly-bulletin-december-2018.

Trade and current account balances
Central Bank of Tunisia
External Sector, Balance of Payments
Evolution of Main Flows and Balance of External Payments
https://www.bct.gov.tn/bct/siteprod/tab_trimestriel.
jsp?params=PL120010,PL120020,PL120030&cal=t&page=P120&tab=040&pos=3&la=an.

Monetary indicator: broad money
Central Bank of Tunisia
Statistics, Monetary Sector
Analytical Accounts of the Banking Sector
https://www.bct.gov.tn/bct/siteprod/tab_trimestriel.
jsp?params=PL120010,PL120020,PL120030&cal=t&page=P120&tab=040&pos=3.

Fiscal positions
Ministry of Finance
Summary of Public Finance Results (State Budget)
http://www.finances.gov.tn/index.php?option=com_
content&view=article&id=134&Itemid=304&lang=fr.


http://cbssyr.sy/index-EN.htm
http://cbssyr.sy/index-EN.htm
http://www.ins.tn/en/themes/energie#sub-377.
http://www.ins.tn/en/themes/energie#sub-377.
https://www.bct.gov.tn/bct/siteprod/tableau_n.jsp?params=PL203150,PL203160&la=an.
http://www.ins.tn/en/publication/statistics-monthly-bulletin-december-2018
https://www.bct.gov.tn/bct/siteprod/tab_trimestriel.jsp?params=PL120010,PL120020,PL120030&cal=t&page=P120&tab=040&pos=3&la=an
https://www.bct.gov.tn/bct/siteprod/tab_trimestriel.jsp?params=PL120010,PL120020,PL120030&cal=t&page=P120&tab=040&pos=3&la=an
https://www.bct.gov.tn/bct/siteprod/tab_trimestriel.jsp?params=PL120010,PL120020,PL120030&cal=t&page=P120&tab=040&pos=3
https://www.bct.gov.tn/bct/siteprod/tab_trimestriel.jsp?params=PL120010,PL120020,PL120030&cal=t&page=P120&tab=040&pos=3
http://www.finances.gov.tn/index.php?option=com_content&view=article&id=134&Itemid=304&lang=fr
http://www.finances.gov.tn/index.php?option=com_content&view=article&id=134&Itemid=304&lang=fr
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21. United Arab Emirates

Gross oil export revenues
Central Bank of United Arab Emirates
Annual Balance of Payments Statistics, Development in the Balance of Payments (March 2019)
https://www.centralbank.ae/en/statistics/publications.

Real GDP growth
Central Bank of United Arab Emirates
Annual Report 2018
https://www.centralbank.ae/en/statistics/publications.

Department of Economic Studies and Policies
The UAE & The World’s Leading Economies, Managing Challenges and Opportunities Amidst
Global Change https://www.economy.gov.ae/EconomicalReportsEn/The%20UAE%20and %20
the%20worlds%?20leading%20Economies.pdf.

Consumer inflation rate
Federal Competitiveness and Statistics Authority
Prices and Indices
http://uaenumbers.fcsa.gov.ae/wuhehnf/prices-and-indices?emirates=1000000&region=1000000
&indicator=1000010&group=1000000

Central Bank of the United Arab Emirates

Quarterly Economic Review — Fourth quarter 2018
https://www.centralbank.ae/sites/default/files/2019-03/QER%202018%20Q4-Feb18%20
%28004%29-%20Final.pdf.

Trade and current account balances
Central Bank of United Arab Emirates
Annual Reports
https://www.centralbank.ae/en/statistics/publications.

Central Bank of United Arab Emirates
Annual Balance of Payments Statistics
https://www.centralbank.ae/en/statistics/publications.

Monetary indicator: broad money
Central Bank of United Arab Emirates
Monthly Statistical Reports
Monetary Survey (March 2019)
https://www.centralbank.ae/sites/default/files/2019-04/UAE%20Monetary%20Aggregates %20
%28E%29%20-%20March%202019_240419%20%28FINAL%29.pdf.

Fiscal positions
Ministry of Finance
Federal Budget
https://www.mof.gov.ae/En/opendata/Pages/details.aspx?sid=1.
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https://www.centralbank.ae/en/statistics/publications. 
https://www.centralbank.ae/en/statistics/publications
https://www.economy.gov.ae/EconomicalReportsEn/The%20UAE%20and%20the%20worlds%20leading%20Economies.pdf
https://www.economy.gov.ae/EconomicalReportsEn/The%20UAE%20and%20the%20worlds%20leading%20Economies.pdf
https://www.economy.gov.ae/EconomicalReportsEn/The%20UAE%20and%20the%20worlds%20leading%20Economies.pdf
http://uaenumbers.fcsa.gov.ae/wuhehnf/prices-and-indices?emirates=1000000&region=1000000&indicator=1000010&group=1000000
http://uaenumbers.fcsa.gov.ae/wuhehnf/prices-and-indices?emirates=1000000&region=1000000&indicator=1000010&group=1000000
https://www.centralbank.ae/sites/default/files/2019-03/QER%202018%20Q4-Feb18%20%28004%29-%20Final.pdf
https://www.centralbank.ae/sites/default/files/2019-03/QER%202018%20Q4-Feb18%20%28004%29-%20Final.pdf
https://www.centralbank.ae/en/statistics/publications
https://www.centralbank.ae/en/statistics/publications
https://www.centralbank.ae/sites/default/files/2019-04/UAE%20Monetary%20Aggregates%20%28E%29%20-%20March%202019_240419%20%28FINAL%29.pdf
https://www.centralbank.ae/sites/default/files/2019-04/UAE%20Monetary%20Aggregates%20%28E%29%20-%20March%202019_240419%20%28FINAL%29.pdf
https://www.mof.gov.ae/En/opendata/Pages/details.aspx?sid=1
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22.Yemen

Gross oil export revenues
World Bank
Yemen Economic Monitoring Brief 2019
http://documents.worldbank.org/curated/en/161721552490437049/pdf/135266-YemEconDevBrief-
Winter-2019-English-12-Mar-19.pdf.

Real GDP growth
Ministry of Planning & International Cooperation
Yemen Socio-Economic Update 2018 (December 2018)
https://www.pbsbdialogue.org/media/filer_public/a3/ea/a3eafb34-a930-4e64-b5f6-46a0124e46f1/
yemen_socio-econommic_update_english_final.pdf.


http://documents.worldbank.org/curated/en/161721552490437049/pdf/135266-YemEconDevBrief-Winter-2019-English-12-Mar-19.pdf. 
http://documents.worldbank.org/curated/en/161721552490437049/pdf/135266-YemEconDevBrief-Winter-2019-English-12-Mar-19.pdf. 
http://documents.worldbank.org/curated/en/161721552490437049/pdf/135266-YemEconDevBrief-Winter-2019-English-12-Mar-19.pdf. 
https://www.pbsbdialogue.org/media/filer_public/a3/ea/a3eafb34-a930-4e64-b5f6-46a0124e46f1/yemen_socio-econommic_update_english_final.pdf
https://www.pbsbdialogue.org/media/filer_public/a3/ea/a3eafb34-a930-4e64-b5f6-46a0124e46f1/yemen_socio-econommic_update_english_final.pdf
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