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INTRODUCTION

Despite predictions to the contrary, the recovery of the international
econony in 1976 and 1977 was slow and uncertain.éf Unemployment remained high
in most industrialized countries and much of the world's industrial capacity
was less than fully utilized., While inflation rates declined, they were still

considered unacceptable in most countries.

The slow recovery of industrialized countries has had very adverse
implications for developing countries, caught, as they were, between the
rising costs of development capital and imported energy, although this has

been somewhat offset by the rising export values of the non-o0il countries.

Frustration with growing protectionism and price volatility was of
special concern to the developing countries and led to the deliberations
for establishing buffer stocks during the UNCTAD meetings (Maircbi, 1975)
and the North-South dialogue.

A second major consequence of the prolonged recession in the developad
countries, which is currently creating concern among the Region's oil export-
ers, is the trade imbalance created not only between oil exporters and import-
ers but also between the United States and its major trading partners (Europe
and Japan). Such an imbalance sent the value of thz dollar down by 20 per
cent against European currencies during the period reviewed. As oil prices

and payments have been denominated in United States dollars, and 2

1/ Evidence of this is made abundantly clear by the low industrial investment
statistics of the United States, Europe and Japan, and the rising public
sector spending of the United States which reflected not only movernment
efforts to stimulate the economy but also the continuing conservative
mood of the private sector,

vee/




The first chapter of the Survey deals with major macro-economic
developments and the varicus national development plans, Sectoral
developments in agriculture, nining, quarrying and energy,'manufacturing,
trade and payments, transport, socizal developments, labour and employ=-
ment and science and technology are dealt with in chapter two. The
third chapter of the report is concarned with progress in the state of

regional cooperation, A summary of problems and prospects is given
in chapter four.,
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Table 1.

Growth of Aggregate Output in 1975-1976

{(Percentage)

At current At constant

1976 cutput in
nillions of»national
currency units

Ireq
GDP (2)
GNP (b)

Jordan {East DBank)
a)

GDP (b)

GNP (b)

Oman
GDP (b)
GNP (b)

Kuwait }/
GDP (b)
GNP (b;
2/

Saudi Arabia —<
GDP (2)
GDP (Db)

Syrian Arab Republic

“GDP (a)
GDP (b)

Yemen 2/

GDP (b)
GNP (b)

United Arab Emirates

GDP (a)
GDP (b)

4582.8
4555.1

325.8
394.2
524.2

799.6
664 .6

3279.2
3503.2

1550540

21062.5
22956.3

5181.0
7751.0

28897.4
28765.5

Source: United Nations Economic Cormission for Western 4sin, based on

national and

Note: {a)

internatinnal scurces.

= At factor cost.
(b) = At market prices.

1/ The two years compared are fiscal years 1974/75(beginning 1 Aprdl 1974

and ending 31 March 1975) and fiscal year 1975/76 (beginning 1 April

1975 and ending 30 Junc 1976},
2/ Fiscal years ending around the middle of the yecar.
3/ Fiscal years ending 30 June.

l"/




Sectoral Composition of Output

Available information (sce table 2) indicates that the sig-
nifican~e of agriculture in total output remnined basically unaltered
between 1975 and 1976, with the notable exceptions of the Syrian
Arab Republic, where close to a 3 percentage point increase occurred,
and Yemen, where the share of agriculture fell sharply from
52.2 to 44,5 per cent of total output. '

The contribution of mining and quarryinzg is specizlly high
in the o0il producing countries due to the preponderance of the cil
sector. Positive developments, however, have been cobserved in
several countries, refiecting the srowing importance of phosphates,
asphalt, potash, construction materials and salt production. The
relative improvement in the pesition of manufacturing, construction
and services, has not significantly altered the dominence of the

mining sector in the economy of the Regiocin.

Expenditure on GDP

An examination of the pattern of expenditure on GDP {see
table 3) reveals a significant rise in the share of consumption in
total output in the oil-exporting countries. A dramatic expansion was
recorded in private consumption, especially in Iraq and Saudi Arabie,
where private consumption has accelzrated with the rise in woges,
business incomes and credit expansicon. Total consumption, however,
for this group of countries is, by international standards,
relatively lcow, ranging between 27 per cent {Abu Dhabi)and 55 per
cent {Iraq) of GDP. In contrast, total consumpticn in the non-

oil econonies was much higher, ranging from 81 per cent of GDP in

s e s/
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Table 3. Shares of Expencitures on Gross Domestic Product at
Current Merket Prices, Selected Years

(Percentase)
EXpenditure components
Gross domestic Exports  Imports Domes-
Consunption capital formation of goods of moods tic
; Gress  and and saving
Country Total Private Public Total tixed services services ratio
Democratic Yemen
1974 129.2 105-8 23.4 2103 L) 5-8 -5703 "2902
1975 120.2 5.7 24.5 23.9 .o 7.5 =51.,6 =20.2
Iraq
Jordan (East Bank) , . _
1976 } 121}05 90-3 34.2 41-0 3707 4907 -115.2 -2405
Kuwait .
1974/75 24,0 12.3 11.7 5.3 5.1 86.7 - 16.0 76.
1975/76 33.9 18.1 15.8 7.8 7.5 80.8 - 22.5 60.1
Oman
1975 54n3 10.6 43-7 30.2 " 66-22/ - 50.7 4507
1976 52‘8 LN .0 30.{; e 1603‘ .o 47.2
Saudi Arabia '
1974/75 22.2 10-3 ll. 12.9 v 85-3 - 2004 7708
1975/76 30.4 18.2 12.2 23.2 - 77.6 - 31,2 69.€
Syrian Arab Republic
1975 85.3 63.3 22.0 29.3 s 25.8 - 4054 1401
1976 80.6 60.1 20.5 350 o« 2304 - 3903 190
Yemen . .
1974/75 97.6 86.0 11.56  24.1 13,1 6.2 - 23.0 2.1
1975/76 105.8 92,7 13.1 22.6 14.9 T.7 35.1 - 5.6
United Arab Emirates
(Abu Dhabi) ,
1975 2109 o L) 25-9 24.4 10607 - 54.5 78.:
1976 27'3 e o 2204 20-0 95'7 - 45.4 72.’

Source: United Nations Bconomic Commission for Western Asia, based ¢on
national and international sources.
Note: Seec footnotes 1, 2 and 3 of table 1.

/ Defined as the ratio of the difference between GDP and Consumption to GDP.
/ et expcrts of goods and services.

© D
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The investment-sovings gap in non=0il exporting countries
continued to be large and was covered by substantial financial inflows.
By contrast, savings excecded investment by far in the cil exporting-
group. Thus indicating that the absorptive capacity of these
countries was still limited relative to the rate ab which income was

being menerated.

Central government revenues and expenditures in most countries

4

. . s . e L \
of the region continued to increase in 1976 = (sce table 4).

In the oil-producing countriss, total centrol sovernment
revenues, which reflect movements in oil receipts, grev at high rates,
vafying between 10 per cent for Oman and 42 per cent for Bahrain,
with Kuwait, Qatar and Aibu Dhabi recording srowth rates of about
25 per cent each. In Saudi Arabia, hcwever, central government
revenues grew by one per cent only as a result of a meagre 0,9 per

cent increase in c¢il revenues,

Taken as a percentaga of GiP, at current market prices, total
revenues in Cman, Saudi Arabia and Abu Dhabi dropped from an average
of 72 per cent to 69 per cent, while oil revenues decreased from an

average of 66 to 64 per cent. 2/

Available figures for Demccratic Yemen and Iraq could not be compared
because, starting 1976, the fiscal yeor wes ~hanged to correspond with

D. Fiscel Developments
1/

the calendar year.
2/

The ratio of total revenues to GNP in 1976 reached T6 per cent in
Oman, 65 per cent in Seudi frcbia and 66 per cent in Abu Dhabi, while
the ratio of oil revenues reached 62, 61 and 64 per cent, respectively.

.OI/
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0il revenuss continued to account for about 91 per cent of
the combined total government revenues in the oil-producing countries.if
Revenuss from this source continued to constitute ths bulk of tax
revenues, with customs duties constituting, on the average, only

4,5 ner cent of tax revenues.

In the non-oil cconomies, central government raevenues grew in
1976 by 31 and 40 per cent in Jordan and Yemen, respectively.
Budget estimates in the Syrian Arab Republic point to a 4 per cent
decrease, mainly as a result of the fall anticipated in the transfer

to the budget of surpluses from public enterprises.

In the four non-oil producing countries reviewed, tax revenues,
which constitute, on the averazz, about 73 per cent of total revenues,
graw by 48 and 66 per cent in Jordan and Yemen, respaectively, and by
only 3 per cent in the Syrian Arcb Republic. Indirect texes, mostly
customs duties, continued to constitute the highest sharc of total
revenues, while taxes on income and wealth formed a small proportion
of total tax revenues in these countries. This indicztes that these
countries, similar to most developing countries, have a revenue systenm
which still relies on indirect texss, in general, and on custorms duties,
in particular, as their main source of revecnues. There was scne
improvement during 1976 in zovernment revenues from taxes as ccllec-
tion was improved and tax laws werce revised, Toxes still do nct,
however, play the role expected of ther: in mobilizing financial

resources for public sector developrent.,

1/ This share was only about 21 per cent in cach of Bahrain and Irag.

"
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In spite of substantial government savings L/ in all the oil

producing countries, governnent budgets in Bahrain, Irag and Oman

rave experienced deficits owing to increased development cutlays.

These deficits were mainly met from reserves and in the latter two
countrics partly also from external grants and loans and public

borrowing.

In Jordan, the Syrian Arab Republic and Yemen, the increase
in total government cxpenditures in 1975 resulted in budgetary
doficits in all the three countries. For the latter two countries,
this reflected the large incrcases in development outlays (140 and
34 per cent, respectively}. Ordinary expenditures in the three
countries mentioned increased in 1976 by 6, 16 and 28 per cent,
respectively, as compared with 31, 61 and 46 per cent in 1975. The
substantial budgetary defici®t experienced in 1976 by the non-oil
producing countrics was largely met by internal loans and forcign

aid, and by increases in the public debt.

Monetary Developments

Tetal money supply (Mg)gf rose during 1976 at high rates in
all the countries of Western Asia ranging between 21 per cent in Iraq,

and 125 per cent in Yemen {(see table 5). Taken as 2 per cent of GNP =

Defined as total current government revenues minus current expenditures

Money supply is defined to comprise currency in circulation plus demand
deposits (Ml)' pluc private tine =nd savings deposits.

For the other countriss, no GNP figures are yet available for 1676. As
for Saudi Arzbiz and the Syrian irab Republic, only GDP figures were
available for 1976,

.

3/
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Table 5. Percentose Grourth in Money Supply, le=t
Poreisn Assets and C?edi to Private
~nd Public Sectors bebtween 1075 and 1976.

Money Net Credit to Credit o

Supply ~ , Foreign Private Public

(MZ) Ml fissets Sector Sector
Oil-economiaes
Bahrain 64.9 6k .4 14.2 67.5 -
Iraq 7 21.2 20.7 67.3 1e.0 9.0
Kuwait 36.9 35.6 -3.2 84,4 -
Oman 52.5 43,4 =31.9 25.5 b1
Qatar 54.8 57.0 31.4 544 2.5
Saudi Arabia 7.8 10%.6 48,7 47.8 -
United Arab Emirates 90.7 gL.5 54.6 83.2 413.5
Non-oil econcriles _
Democratic Yemen 43.7 47.1 ~-26.5 2.3 73.0
Jordan 29.1 20.6 10.4 53.3 25.5
Syrian Arab Republic 24,0 23.5 -99.2 45,1 52.2
Yenen 124.8 118.0 35.5 163.6 -11.2

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

1/ This is defined to include currency in circulation and demand deps
plus private time and s2vings deposits.

7
se e/




19

pressures.if To sone extent this moderation in the rate of
inflation may be attributed to external factors. The imports of
most of the oil-producing countries, which constitute, on the
average, about 40 per cent of GNP were relatively checper in
1975, as depictaed by the export prices of their main trading

partners.gf

With external factors exerting a moderating effect on the
level of prices in the countries cof the region, the increase in
consumer prices may be attributed to internal factors, mainly
increases in the money supply and in credit teo private and public
sectors, and in public expenditures, particularly from the ordinary
budget.

In the non-cil producing countries, namely ,Democratic Yemen,
Jordan, the Syrian Arab Republic and Yamen, consuner prices isllowed
& declining trend in 1976 over 1975, except in Jordan vhere the
rate of increase accelzrated from 12 per cent to 15 per cent, partly
as a result of the lorge inflow of Lebanese emigrants and businesses
and the consequent effect on the prices of foodstuffs and rents.

In Deniocratic Yemen, the Syrion Arab Republic and Yemen, the rate

These measures included the Central Bank's decision to raise interest
rates and impose ceilings on commercizl banks'lending tc the private
secter which resulted in lowering the rate of increase of Ml to 12
per cent in mid-1977, as against 36 per cent in 1976.

Horld export prices increased by cnly 2.3 per cent in 1976, as against
8.5 per cent in 1575; the export prices of industrizl countries - the
main trading partners of the countries of Western Asia - increased by
omly one per cent in 1975, as compared with 11.7 per cent in 1975.

oo/




of increase in consumer prices declined from 12, 16 and 24 per cent
in 1975 to 3, 15 and 15 per cent, respectively, in 1976, In
addition to the external and internzl factors menticned above,
improvenent in agricultural psroducticn in 1576 and in food

production also contributed in moderating price increases.

G. Overzall financial developmants

-1

During ths pericd 1875. 1977, the Region witnessed sipnificant
developments in the field of finance., This has been particularly

pronounced in the oil-producing countrias.

The serious shortazes of skills and the relatively limited
investment opportunitizs in sone of the countries concerned have
led financial institutions in the Rezion to seek investment cutlets
elsewhere, especially in developed countries' finoncial wmnrkets,

In addition to the establishment of coumercizl banks, a number of
conscrtium banks alsc started operatingz in Burope. This was
accompanied by the setting up of new investment companies, both

.

cutside and inside the Region, mainly in Xuwait and the United
Arab Emirates. In the latter country, siy new investaont
companies were set up during 1976. This resulted in the
increasing rcle of the fLrab world in underyriting operaticns
on an internaticnal level. Between 1774 and the end of liay 1977,
266 publicized Eurcbonds were issucd, of which 49 issucs were
"lead manapged™ by financial institutions from the Regin and in
particular by the 3 leadirg Kuwaiti invesinent companies. In
1976, the total amount of both lead and co-manoszed Burobonds
eached $2650.7 million, 16,3 per cent mcre than in 1575, out
of which $423,1 millicn werz ¥lead managed® by lceal comuercial

banks and financial institutions from the Rezion. Up to May 13577,

lo./
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H. Planning X/

' Development efforts in the ECYA Region have been carried out
throush successive plans of five andlthreé'years' duraticn or
through annual budgetary allocations, ‘Henée, current plans can be
viewed as a continuation of national endeavours to build on the

foundationg and framework of earlier plans.

In virtually all these plans, the emphasis has been on:
(a)} économic srowth and diversification; (b) reduction of un-
employment and underemployment, and provision of increased employ-
ment oppoftunities to meet the expected rapid growth of the labour
force; (c) more equitable distribution of income among different
segments of the population and different regions of the country;
and; {d) promction of self-reliance in carryiag out developmant
tasks through the mobilization of natural, humsn and financial

resources.,

The znnual planned growth target rates in the major oil-
exporting countries, ranging between 16 and 17 per cent for appe/
are impressive and reflect the economic meens which became available
through the increasing value of cil exports. The growth targets
of the non-0il economies, QarYiag between 8 and 12 per cent, are
no less ambitious, especially when viewed in terms of these
countries’ relatively limited domestic firancial resources, as
reflected by the importance given to-external sources of financing
in their plahs. A

1/ A1l planned growth rates are in real terms.
2/ Except for Oman, where GNP is planned t¢ grow at 33 per cent annually,
i




The Plan

1975 prices) at an

o

bl

i3

cirntes taat GDP and GUP will grow (at constant

apre annual rate of 16.6 and 17.1 per cent,

respectively, whereby GDP will rise from ID 4262.6 million in the

base year (1976) to ID 7881.5 million in the final year, and GNP
from ID 4155 milliocn to ID 7801.5 million. As a result, per capita

income would rise from ID 345 to ID 575, at an annual rate of

13.23 per cent. The

growth rates of 1

It

achiavement of these tarsets assumes annucl

1/

2 per cent in the commodity producing sectors— ,

10.9 per cent in the distribution sectorsg/, and 10.4 per cent in

the services sectors.

Scectoral grovth is designed teo effect

structural transformation; the share of the commodity producing

sectors in GDP is to rise from 72.72 per cent in the base year

to 76 per cent by

the

end of the Plan period, and that of services

toc decline from 16.2 to 13 per cent. Agriculture is prasumed to

maintain its 5 ger cent share in totol output, and oil to

fall to 50.& per cent from the base year level of 53.5 per cent,

while manufacturing is planned to have its share rise from 6.7 to

11.4 per cent during the plon.

As to employment, the Plan envisames a 4,3 per cent srowth

in the labour for

3/

ce nd 2 rise in the crude participatizn = rate

frem 25.7 to 27.0 per cent, with grlculcure ahsorbing less of the

labour force, 47.7 per cent in 1980 as compared with 53.0 1 -r cent

in 1976.

2/
3/

Comprisin: agricul

Agriculture & Industry are expected to grow by 7.1, 17.8 per cent,respectively,

ture

industry, comstraction, water and electricity,

with manufacturing expanding by 33 per cent and 011 by 5 per cent.

Comprisinz trade,

Defined as the r

tran

.

tio ©

sport and banking

f labcur forcs to total populatiocn.

V4




will <drop to £.3 and 5;3 per caen’, respectively, from the nrevious
levels of 10.3 and 7.6 per cenb.

The Plan clso cnticipates an increesc of 32 per cent in
the lobour force betwcen 1376 and 1980.

The Five-Year Development Plan (1976-1530) of Oman envisares
a total expenliture of RO 2797 million, of which external finoneing
is ewxpected to cover 14.4 per cent., Of total fixed investnent
equivalent to RO 1356 millicn (35 per ceni of total GDP), the
public sector's contribution 1s estirated at €% per cent. Social
infrastructure is to receive 1C per cent, while eccnonmic infro-
structure will receive 50.4 per cent. Specinl cmphasis is given

to manufacturing and agriculture; the share of he formerin fixed ianvestment
L) b

is estimated to rise frea 2.4 per cent in 1$75 to 17.92 per cent in
1980, while that of the lotter will rise from 1.4 to 9.5 mer cent
over the same period,
The nlan aims at increasing GDP frow RC 758 ni illion in

1976 to RO 306 million in 1980, an GNP from RO 523 million to
RO 704 million {less than 3 per cent for CIP aad aboubt oae per cent
for GDP) at constant 1976 market prices. Thess relatively low
averase annual growth rates are explainad by the ovarall decline
vrojected  for the following three mejor sectors: oil {8;7 per
cent), constructisn (35,5 per cent) transport and cormunications
(24.0 per ccnt) over the plan nericd. As a resuli, the sharce in
GDP of the o0il sector will drop from 57 to 57 per cent. Such 2
decline is to be offset by o rise in most of the other sectors,
with increases occurring in the shares of agriculture and
manufacturing (fron 2.4 Lo 3.7 per cent and from 0.4 to 3.1 per
cent, respectively), between the base and target yecrs.

v




The Fourth Developmen Plan (1976-1580) of the Syrian Arab
Republic envisages a total spending of &7 54 165 m11110n, of which
the public sector's share is 82.7 per cent. Fixed investment over
the plan period is estimated to be SP 39,765 million, representing
apround 3Q per cent of total GDP during the qun. The highest share
of investment (24 per cent) is allocated to azriculture, mainly to
the Euphrates project (14 per cen ), followed by industry (21 per

cent) and housing (15 per cent).

GDP is planned to grow at an annual rate of 12 per cenv,
rising from SP 19,012 million in the base year (1975) to SP 33, 510
million in the target vear {(1980), with per capita income growing
at the rate of 7.9 per cent. The co“ﬂocitj—prouubln” sectors are
planned toc grow at 2n averase rate of 13.1 per cent, inplying annual
growth rates of 2. O, 15.4 and 16,0 per cent for ag ricﬁlture, industry
and construction, respectively., Althoush the overall importance of
the commodity-producing sectors in total output will chan ne very
little over the Plan period (from 45.0 to 46,2 per cent), the share
of industry is expected to rise from 22.4 to 26.2 per cent, vhile
that of agriculture will fall {from 16.3 to 13.6 per cent).

Labour force growth is estimated to be at the annual rate

of 4.C per cent, while labour productivity is to increase b 6.8

per cent.

The Five~Yeor Development Plan (1276/77-1930/81) of Yemen
scte total spending at YR 16,550 millicn, Fixed copital formation
is estimated at YR 15,071 million (representinc; 48,7 per cent of

totnl GDP)E/, of which 41.4 per cent is to be financed from

l/ This hizgh ratio is explained by the fact thet capital 1nte1a1ve
prcjects will be resorted to. Thus, the average capital-output
ratio will rise from 2.8:1 in the base year to 8,8:1 in the
target year, /
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The Five-Year Developriont Plan (1074/75-1G72/70% of

Democratic Yemen ls being implemented through annual budgets that

have been adjusted to changing circumstances and cveilability of

funds.

Investment expenditure, mainly dependent on grants and loons,
was set at YD 75.4 million. The largest share of expenditure was
allocated to agriculture (37 per cent}, followed by transport and
communication (25 per cent), social services (19 per cent)
industry (18 per cant).

Budgstary allocations in the first two years of the plan
were revised upward in the liszht of changed circumstances to amount
to YD 73 million, which is almost equal to the initial investment
target for the whole plan., However, actual investment expenditure
in 1974/75 and the remaining 2 months of 1975 amounted to YR 39
nillicn, showing a ratio of actual to planned expenditurc of
67.2 per cent in 1974/75 and 56.2 per cent in April-December 1975.
The reasons behind such discrepancies were mainly manpower shortages,
administrative bottlenecks and delays in obtaining foreign finance
and supplies.

The Three-Year Development Plan of Abu Dhabi was intended
to come into effect in 1977 and to provide for an expenditurs of
DH 34 billion., It ains at increasinsg GNP ond GD? {at 1575 prlces)
at annual rates of 13.5 and 15.% per cent, respectively. Around
39 per cent of investment expenditure will be devcted te the
devalopment of infrastructure, 38 per cent to industry, 21 per

cent to the public sector and 2 per cent to agriculture,

ooo/
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Table 7. Index Huabers cf Total lict Ag ricultural Production

in the ECHA Couatrics, Selccted Years
(1961-1965=*Qu)
Indiczecs Annual percontane chongs

Countey 1969 1974 1975 lo7s 1971 1961/e510762 1970
Bahrain 111 147 140 142 143 2.7 1.4
Democratic Yenen 118 135 134 133 131 2.8 -0,

Iraq 127 126 116 135 134 2.5 13.0
Jordan £5 89 53 53 53 -4.,8 -

Kuwait 120 13% 123 124 133 1.7 0.5
Lebanon 113 157 148 159 152 3.6 T.4

Ozan 113 133 134 135 137 2.3 0.8

Qatar 153 197 202 21 216 5.9 bt

Saudi Arabia 16 136 143 144 146 2.5 0.7
Syrian Arab .

Republic 108 132 135 133 136 3.2 12.3

Yemen o1 106 l2c 114 114 1.0 5.0
ECWA region 110 127 124 137 130 2.5 10.5

Source: United Mations Economic Commizsion for Vestern Asia, based on
dzta compiled from internntioncl scurces.

a/ Prelinminzry.

b/ Compound anrmual rates of growth,

Y




Table 8. Index Numbers of Food, Non-food and Total
Agricultural Production in the ECWA Region,
Sclected Years

{1961-1655=100]

Index numbers innual percentage change b/
Items 1975 1975 13772/ T531/55-1976 1676 over 1975
Food producticn (net) 126 139 132 2.5 10.3
Non-food production (net) 11l 118 121 1.3 6.3
Total agricultural
production (net) 124 137 130 2.5 10.5

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

a/ Preliminary.

b/ Compound annual rates of growth.

ll‘l/
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Table §. Index Mumbers of Crop and Livestock Production
(Gross) in the ECWA Region, Selected Years

{1961-1965=100)

Index numbers Annual percentage change
Item 1975 1976 1977 a/ 1961/65-1976 b/ 1976 over
1975
Crop production 123 137 124 2.5 11.4
0il crops 115 117 107 1.2 1.7
Cereals 104 128 95 1.9 23,1
Livestock production 130 137 140 2.5 5.4

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

a/ Preliminary.

b/ Compound annual rates of growth.

Following a pericd of stagnation in the late sixties, the
seventies brought continuous expansion of livestock production in
the Region at an average rate of more than 5 per cent annually.

It is in the smaller Gulf countries that the expansion of production
has been most rigorous; the 1576 output being double that ¢ the

19€1-55 average.

Agricultural inputs

The achivement of the requirced expansion of agricultural
production in the developing countries greatly depends on adequate

and sustained supplies of modern inputs or production resources, such
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Table 10. Trade in Agricultural Requisites in the FCWA
Region, Selected Years

(thousard of US dollars; percentags )

Percentage change 1
1961-65 1969 1974 1975 1961/65~-1975 1975 over 197
{averaze) {annual}
Exports _
Crude fertilizers 5,189 10,0328 85,755 76,504 23.0 -10.7
Manufacturad fertili- .
zers 206 15,680 173,252 213,43C .o 23.2
Pesticides 44 290 308 265 - -4,2
Agricultural machinery 177 469 467 128 .o -59.7
Total exports 5,616 ¢,811 255,7¢2 29C, 317 38.9 11.8
Imports
Crude fertilizers 390 2,296 22,905 8,005 28.5 -65.1
Manufactured fertili-
zZers 7,534 10,645 33,595 92,916 26.0 176.6
Pesticides 4,156 6,959 15,453 34,775 19.4 113.6
Lgricultural .
rmachinery 13,429 28,045 51,393 75,070 15.4 46,1
Total imports 25,509 47,945 124,352 210,766 19.2 69.5

Source: United Nations Economic Commission for
from international sources.

Western Asia, based on data compiled
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Table 11. Concentration of Trade in Agricultural Commodities
among ECWA Countriss, 1961-1965 and 1976

(in percentage)

Exports Imports
1961-1965 1976 1961-1965 1976
Non-oil economies 93.8 86.1 Non-oil economies 66.8 56.6
Iraqg 12.0 10.5 Iraq 15.7 22.3
Jordan 3.7 6.8 Jordan 7.8 7.6
Lebanon 13.5 22.4 Lebanon 23.3 9.1
Syrian Arab Reputlic 51.0 43.3 Syrizn Arab Republic 9.2 10.5
The two Yemens 13.6 3.1 The two Yemens 10.8 7.1
0il economies 6.2 13.6 Cil Economies 33.2 43.4
Kuwait 12.2 11.4
Saudi Arabia 16.8 23.8
Total 100.0 100.0 100.0 100.0

Source: United Nations Economic Commission for Western Asia, based on
data compiled from international sources.
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will instead be regarded as a useful tool in resolving environmentel
problams. Foresters may be called upon to stop dunes, regulate
floods, fight erosion and provide windbreaks, much nore than to
produce wcod. This trend is confirmed by the relatively importes n*
programmes in this respect in several of the Gulf countries. Alsc,
in Jordan and Lebancn there are co n31uer~b1e efforts to expand tree

plantations.

The Region's forestiry resource base being small, a relatively
sizeable import trade of forestry products has developed. Stable
world market conditicns disappeared in 1973-1974, as a crisis situation
developed for several product catesorics, the impact of which is still

being felt in the market.

Mining, Quarrying and Energy

The position of the developing countries in the field of
minsral rescurce development renzins unsatisfactory. They possess one
half of the world's land arza, but their known miner'l resources amount
to only one third of the world total.

The exploitation of natural ressurces has bsen a dymanic
factor in the economic and sccial development of Western Asia
Several countries depend almost entirely <n 2 sinzle cpmmodity (oil);
Jordan depends, tc a large extent, on revenues derived from phos-
phate exports in carrying out its develcopment projects, Other
countries in the Region are increasingly realizing the potentinl
rcle of natural resources in the develcpment process and are

currently undertakings mineral investisations of their territorics,
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A large number of mineral occurrences in Democratic Yemen,
Oman and the United Arab Emirates have not yet been studied and
evaluated, althousch prcliminery reports indicate possible dis-
coveries of new commercial deposits. Furthermore, nost of the
ECWA Region still needs to be surveyed before a proper evaluation
of its mineral reserves can be undertaken. Priority should,
therefore, bz ziven to pre-investment, as opposed to investment

activities in mineral resources.

Recognizing the role of mineral rescurces in the economic
end social cevelopment of the ECUA Region, and the need for a
regicnal policy-making body in this field, the Third Arab Conference
on Mineral Resources (held in Rabat, Morocco, April 1977) adopted
a resclution on the establishment of an Arab Organization for

Mineral Resources Development.

In the energy field, the Resion's total primary energy require=-
& )

. cqo s . . 1
ments are estimated at 32 million metric tons of oil equivalent L/

in 1977, as asainst 35 and 31 milliong in 1976 and 1975, respectively.
0il accounts at present for more than 75 per cent of these require-
ments, ratural gas for 22-23 per cent and primary (hydro) electricity
for 2 per cent. 1In 1960, the corresponding percentages were 82,

17 and one respectively, showinz the significant growth in t .e use

of’ natural gas in the Region, principzlly for electricity generation

and alsc in final consumption,

1/ All primary and derived oil and gas fuels are expressed in terms of
= the quantity of crude ¢il which gives the same amount of heat and
hydroelectricity in terms of the amount of 0il which would be needed
to produce the same amount of clectricity in existinz conventional
thermal power plants.
4
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The increasingly dominant role of the ECWA Region in the
international petroleum sct-up is clearly shown in the following
fizures. By the end cof 1977, the Rezion accounted for 47 per cent
of world proven reserves of crude oil., More than 85 per cent of
the remaining world reserves in supergiont fields L/ lie in the
Rezion., The cummlative output of the past seven years (1871-1577)
exceeded 2ll that the Region had over produced before (37 billion
barrels). The Region's reserves to production ratio declined from

65-66 to one in 1971-1972, to 51 to one in 1§76-1977 2/.

The five ECWA countrics members ¢f the Orzanization of
Petroleun Exporting Countries (OPEC) accounted in 1976-1G77 for
54 per cent of OPEC exports, as compored with 42 per cent in
19702/. buring the last three years, the ECUA Resion provided
the world with 46-47 per cent of its crude oil imports, as
armainst less than 38 per cent in 1270, cuntries of the Organizeoticn
for Econcmic Co-operation and Developnent | 5CD), responsible for
sore 82 per cent of world crude oil imports, have been absorbing
since 1873 four-fifth of the Resion's exports (82 per cant in
1571-1272). While ECUL countrics' dependency on OECD markets
has been decreasing, the OECD members' Jependency on the Region's
crude has heen increasing; the latter accounted for nearly hzlf
of the former's crude imports in 1976-1577, as apainst 40 per
cert in 1970. The United States has been the mosk strildng

example of this dependency increase; ECWA oil represented in

Super-giant fisld

alds & deflined as filelds with remaining proven reserves
of mcre thon 10 bil

ap
lion karrels.,
The world ratio stood at 2% to one in 1277.

OPEC accounted for 85-88 per cent of world crude oil experts in
1970-1¢77.
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and water are tha basic industries ond have been catablished over
a relatively leng period. Monufacturing, where it does X
net

i
been dominated by netroleum refining and more recently supplenmented
by rapid growth in tuildings materials, especially ccnent, and the
production of aluminiun and fertilizers in certain countries. In
the two Yemens, special efforts at industrizlization are still
neaded to create opportunities for sainful enployment, to raise
income potentials, and to create a modern sector capable of

absorbing modern technolosy.

When considering tha shere of industry in 0DP, exclusive of
crude oil extraction so as to facilitate the evaluation of cther
ndustrial activities, the ECWA countries have achieved hirh rates
of zrcwbh as compared with other developinT countries, such os

the Phillipines, India and Mexico.

The very limited data available for Abu Dhabi, Kuwolt and
Oman show that the manufacturing sochor is either in an eubryonic
stage, or dominated by petroleun refinine, fertilizers and other
nen-netallic activities, as in the case of Kuwnit. Gross value
dded in the manufacturing sector of Xuwait grew froa $142.8 to
$351,7 nillion between 1972 and 1075, but itfs share in the Region's

industrial activity romained low. Euploym - in this sector

increascd from 22 thousand to 24.4 thous ~nd in the sans period,

Tn Democratic Yemen n~nd Yemen, manufacturing recorded
high growth rates batween 1970 and 1975. The shere of manue-

facturing in the GDP rose from 5.1 per cent tc 7.4 per cont i

Vi
i H

o
o}

<

the former, ond from 4.3 per cent to 5.5 per cent in the latter
country. Over the seme pericd, the share of manufacturinz in

ered
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Trade and payments

Compared with a rise of about 13.5 per cent in the value of
world trade in 1976, total exports and imports of the ECWA region
(see table 12) increased by 22 and 32 per cent, respectively. For
exports, this represented a recovery from the 12.6 per cent decline
experienced in the preceding year; while for imports it was a

deceleration from the 57 per cent expansiocn realized in 1875,

Fast export growth was recorded in Jordan {36.6 per cent),
followed by Saudi Arabia (30.2 per cent), the United Arab Emirates
(24,2 per cent) and Qatar (23.4 per cent). Exports fell by 27 ner
cent in Yemen and moderate expansion was realized in Iraq, Kuwait
and Oman. Incomplete information' for 1277 point to a good axport
perfermance in Bahrain, Iraq, and Jordan, and o deceleration from
the 1575 pattern in the remaining countries for which data were

aveilable, particularly Qatar,

Imports into Qatar and Scudi Arapin expanded by 101 ard 71
per cent, respectively, in 1575 as compared to 1875. In contrast,
Iraq's imports fell by 18 per cent and thozz of Orian remained at the
same level. The remaining countriecs reccrded growth rates varying
between 19 per cent in th Syrian Arab Republic to 44 per cent
in Bahrain, Fartial dats for 1977 point to 2 recovery of imports
intc Iraq and tae maintenarce of rapid expaonsien in Bahrain,

Jordan, the Syrian Arab Republic and the United Arab Enmirctes.
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0il continues to account for the bulk of the Regicn's export

trade, thus highlighting the urgent need for export diversification.

Such efforts at diversification in the economies of the Rezion are
evidenced by the very high proportion of imports to cover the costs
of infrastructural and industrial investment, technology, as well

as shorter run import-substitution progirammes.

Iragi exports, while dominated by oil, are being increasingly
supplemented by exports of trucks, fertilizers and agricultural
equipment, usually under bilateral trade agreements. The Syrian
Arab Republic, while gradually increasing its earnings fron oil
exports, has also cnjoyed favourable export developments in the

volume and prices for its cotion exports.

In all ccountries, the increase in imports of consumer goods
under the impact of rising incomes and the demonstration effect,
together with increased availabilities of external financing in the
non-oil economies, has created an import pressure that is difficult

to control.

Consumer goods imports, however, are primarily constrained
by the priority accorded to development nesds, estimated export
revenues and the anticipated flow of aid and soft loans. Th
application of such management principles is exemplified by Iraq's
application of exchanss control which caused imports to be reduced
during 1976 and, converscly, to the increzsed imports of Jordan
and Yemen due to risinz development aid and lozns. Sericus problems
could develop when needed imports are subject to the uncertainties
of economic assistance, 2s in the case of Jorden and the Syrian Arab
Republic, where the momentunm of imports has been hard to adjust to
the volatility of aid and loan assistance.
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An analysis of the direction of the Region's overall export

trade reveals that exports to the lsading industrialized countries
are dominant, reaching in 1976 as high as 82.7 per cent for Democratic
Yemen, but as low as 6.5 and 7.4 per cent for Jordan and Lebanon,

respectively.

The percentages arce generally higher for the oil exporting
countries whose main markets are found in the major industrial
states. Japan is the largest importer of oil in the Asicn area
and constitutes the major export market for Bahrain and Kuwait,
Several consideraticns, including the cttraction of hard currency
earnings for the non-0il member states, limit interest in the
Asian, African and Eastern European markets, although the Syrian
Arab Republic and Yemen have developed relatively important export
markets in Bastern Europe. The former country and Iraqg have also
- developed large export sales in the nearer Scuth Eastern Eurcpean

states such as Yugoslavia, Turkey and Creece.

During 1976-1977, there was a growing interest in trade
development with Latin America, and recent trade negotiations should
promote the growing vclume of trade in that direction., OCurrent
trade developments with Latin America are doninated by the »oil
exporters, namely, Iraq, Qotar, Saudi Arabic and She United Arab
Emirates.

The major industrialized countries are alsc the major source
of regional imports, providing as much as €1 per cent of Saudi
Arabia’s imports in 1976 and about 70 per cent of thuse of Irag,
Kuwait, Qatar cnd the Syrian Arab Republic, Imports from this

cee/




Transfers, mainly from oil-producing mombers, have continued to
be an important means of meeting these trade deficits. In absolute
terms, however, net transfers were lower in 1976, as coupared with 1¢75, in
each of Jordan and the Syrian Arab Republic,and significantly higher (about
twice as much) in Yemen. 1In the latter country, net transfers werc

more than sufficient to offset the trade deficit.

As has been expected with the rapid accumulation of petrcdollar
surpluses, and the gradual development of an investment portfolio,
the levels of investment income have been rising, despite the dampening
influence of recession in the Western industrialized countries where
most investments have been placed. Government investment portfolios
have becen conservative, howover, with heavy reliance on short term

s 1
government securities. L/

International reserves of the FCWA Resgion (excluding

Oman ) rose from $32.3 billion in 1975 to $39.4 billion in 1976.
The upward trend in reserves was maintained in 1977. WNon-oil producerst
international reserves continued to rise between 1975 and 1976, with
the exception of the Syrian Arab Republic, where a decrease in aid in
1976 relative to 1975 required the funding of 1976 development
commitments from reserves. Among the oil producers, reserves have
grown rapidly between 1975 and 1977, with the exception of the United
Arab Emirates, where reserves dropped from $1928.5 million to $824.4
million between the end of 1976 and 1977. Iraq's cauticus import

policy in 1976 (due to concern over possible lavel of oil exports)

1/ See footnote on page 6.
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The post-1973 pressures brought to bear upm the then
inadequate transportation infrastructure have now been contained,
and in some instances put right. Compared with the mid=-1975 periocd,
when there were huge assemblies of 50 to 100 ships outside the port
of Jeddah, many of which waited three months or more for an available
berth, the current situation shows that most ports of the Region now

have virtually no congestion,

Saudi Arabia's $1.39 billion investment programme for ports
development in its 1575-1980 Five-Year Plan centres on projects at
Jeddah, Damman, Jubsil, Yenbu, Jizan, Tuwwal and Al-Qar, At Jeddah,
port expansion underway includes 7 general carzo berths, one roll
on/roll off (ro/ro) berth (dredged to & metres), and the "Northern"
‘berth for conventional cargo, all of which are expected to be in
operation by mid-1978, Work is in progress for establishing a
$1.2 billion industrial and commercial port complex at Jubail.

The ports at Tuwwal and Al-Qar are primarily intended for handling

bulk cement.

The port development prorramme in the United Arab Emirates
is very ambitious. In Dubai, plans are under-way to construct at
Mina Rashid 18 new berths, in addition to the existing 19 deepwater
perths at a cost of $340 million. This will increass the present
berth capacity from 5 to 13 million tons per annum. Mina Rashid
has, in the past, been an important distributive centre for
neighbouring countries and the developments underway point to its
growing importance as = trans-shipment centre for containerized

cargzo.
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Bahrain is expanding Mina Sulman's capacity. Extension of
the jetty has recently been complated and has been put into service.
Two additional berths are under construction and expected to be

completed during 1978,

Kuwait has expanded Mina Suwaikh's capacity which now has 18
carzo berths, one passenger berth and two dolphin bertha., Construction

of general cargo berths is also underway at Mina Shuaiba,

Iraq’s $30 million port development scheme, for the construction
of three new berths at Umm Qasr, is designed both for the sulphur
export traffic and for general cargo. At Abu Flus, a special berth
with loading conveyors is being completed to handle fertilizer exports
of about 2 million tons per yesar.

Jordan has recently expanded Mina Aqaba's capacity through the
installation of two floating pontoon berths.

In the Syrian irab Republic, two enclosing breakwaters have
been completed at Mina Tartous as well as the special pier for loading
phosphates (together with machinery and storage silos); a sulphur
loading berth is to be completed.

The port of Beirut is slowly reccvering from the aftermath of
the civil war. Restoration of the war-torn port is underway and
includes the construction of 17 sheds (in various phases), equipment
modernizaticn and rubble clearance.
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Port projects were based on handling the tynes of ships
serving the Rezion's trade which have undergone significant changes
in the recent past, moinly due to the introduction of container
ships and ro/ro vesssls. In the majority of cases, the plans
catered for handling break-bulk carge traffic an< the facilities
so bullt have become unsuitable for the fast developing container
traffic. Fifty to sixty per cent of the traffic is alrezdy
containerized.

Reassessment of major capital expenditures on port projects
has begun with Abu Dhabi's recent decision to heold in abeyance its
$74 million 34-berth outer harhbour project. This cut-back in
commercial harbour investment, however, does not nrejudice the
requircments of port facilities for the growins setrochemical
industries as Abu Dhabi is pgoing ahead with its schene for Al-Ruwcis!
20-berth port, directly connected tc its industrial/petrochenical

complex,

During the last few years, the develorment of railwoys in
the Region has progressed rapidly, particularly in Iraq and the
Syrian Arab Republic, to et nationsl needs and cater for the

increasing flow of traffic fron neighbourinsz countries.

The Syrian Arab Republic has accelerated the development and
modernization of its network and has phased out, in 1977, its steam
locomotives in favour of diesel engines. The main achievements have
been the modernization and construction of the new Dast-West line
from Latakia to Deir~ez-zor, via Alepro and Raqqa, alonz the EBuphrates

Valley and in the Nerth of Xamichlieh via Hasszke. The zep between

=L
=
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Iraq has completed the feasibility and design study of this
new rail link with the Syrian Arab Republic which runs from Baghdad
via Huseibeh to ibu Kamal; the bid offers were presented in 1977.
This line, when completed, will constitute a direct and shorter

link between the Gulf area and the Mediterranean ports.

During the period under review, large investments were allocated

for the construction of new roads and improvenent of the existing ones.

In Iraq the progress has been remarkable and the total lensth
of the road network now stands at 3,250 kilometres, most, if not all,
of which is of internationzl standard with sinsle and double carriage-
ways of 7.5 and 7.3 metres, respectively. The Govermment of Iraq
has a well-advanced plan to build an express double carriage highway of
three lanes connecting Baghdad with Kuwait via Basrah; Baghdacd to the
port of Agaba in Jordan and alsc Iraq with the Syrian Arab Republic,
The total length of these hizghways is expected to be about 1,200
kilometres. The feasibility and design studies of this project has
been completed and completion of the project is scheduled for 1980.

In Jordan some najor road links were coupleted cduring 1977,
such as the Yarmouk - Dend Sea road, the Safi-fqaba road, the Azrak -
Saudi Arabia border road, anu: the Ma'an-iqezba road., The Mafraq-HS5

road to the Iraqi border is under construction.

In Lebanon, where the events of 1975-1976 had brought to a
stop the construction and improvenment of roads, work started in 1977
to complete those sections of the international highway linking
Beirut with Damascus via Chtura and Masna' in the East, and Beirut-

Tripeli-Syrian border in the North,
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In Democratic Yemen, 460 kilometres of highway have been
completed with the aid of China. The road was opened in October,
1977,and joins the coastal towns of Mukalla with Amiene in the

southwest and passes through 3 governorates via Al-Mahfad.

Social Developments

The countries of the ECWA Rezion view the expansion of

education as an important condition of socio~cconomic development.

The emphasis on educction, however, varies from one country to
another. Trends in educaticnal development within the Region are
marked by 2 rapid expansion of the systems in all the countries.
This is reflected in higher enrolmaent ratiocs L/ at all levels,
increased number of teachers, greater differentiation in the

types of education and, the emergenco of planning.

At the first level of education, school enrolment ratios in
most of the countries increased steadily. 1In 1975, Jorden, Xuwzit
and the Syrian Arab Republic had nearly attained universzl educction

~at the primary level, Saudi Arabia and Yemen had low enrclnent ratios

at the first level, although these zlso have been increasing rapidly.

The proportion of female students at the first level in the
Region has been increasing, with females constituting about cone-
_ 2
third of the enrolments. 2/

The higher enrclment has been achieved at considerable ccst, since a
nunber of ECWA countries devote from 6 per cent to as much as 20 per
cent of their gross naotional product to cducation.

In Jordan, for example, the ratio of female enrolment reached in 1975
approxirately 41 per cent of the total,
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level of higher education, where the rotes of growth in a number
of countries (Iraq, Jordan, Kuwait, Lebanon and the Syrian Arab
Republic) have exceeded the ability to absorb productively the
large number of university graduates. One important result of

this has been the larze~scale emigration,

The striking of & proper balance betweern quality and quantity
in the field of education remains the key issuz., Financizl iimitations
and the unavailability of teachers has meant that, in several
countries, considerable numbers of children and youth dc not receive
appropriate education., Unsatisfactory skill balances in
education and the poor quality of school-leavers reflect the fact
that teachers in the Region are under-trained and under-qualified,
and that the curriculum in many countries is nct in harmony with
local requirements, This is the inevitable result of the rapid

expansion in most countries of ecducaticn since 1973.

The ECYA Region continues to experience a steady trend towards
the improvement of health in terms of falling morbidity and infant
mortality rates and rising life expoctancy. Wide-ranging variations

do exist, however, in this regard.

Although more effective ccrmunicable disease control has been
developed, control of the major infectious diseases like malaria,
small pox, tuberculosis and cholera remains a high priority in nost
countries. In 1977, a chelera epidemic was successfully controlled
after breaking out in Jordan, Lebanon and the Syrion irab Republic.
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Social welfare planning is becoming more comprehensive in
such countries as Jordan, Kuwait and Saudi frabiz, where current
development plans contain specific targets and 2 description of

policy measures needed to achieve then.

Particular segments of the pepulation (children, youth,
widows, the aged and the unemployed) are increasingly nade the
subject of specific social policies in some countries, such as
Demccratic Yemen, Jordan and Saudi Arahbia. The provision of
social welfare ssrvices to vulnerable groups have received,
throughout the Resion, nmost of the zttenticon, both from public and
private sectors. Thus, institutional care for orphans, the physically
handicapped, the mentally retarded ond dekirguents form the buldk of
social welfare programmes. Other socicl welfare prosrammes - like
vocational training, community education, health and nutrition
programmes, and school social work - have been initiated in some
countries of the Region ({vocational preparation centres in Jordan,
guidance units for women and girls in the Syrian Arab Republic,
school socizl work in Kuwait ond community education centres in
Saudi Arabia).

Wide veriations exist with respect to the situation of 5001a1
welfare personne1 in the Region, but, on the whule, it remains
deficient. Incrensed interest in the social welfare sector is
menifested in the establishment of training institutions in

several countries (Iraq, Jorcan and Lehanon}).
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women at every level, and the improved ratics of female to male
students are encouraging in this respect. Mevertheless,

illiteracy among women remains 2 major problem.

Job opportunities for women in the Region are also increasing
.. . 1/ .
and greater numbers of wonmen are finding paid employment.~ Female

participation rates, for the Region as a whole, continue to e low.

The growing interest in the acdvancement of women in the Remicon
can be seen in the establishment of government bodies in several
rember countries (Demccratic Yemen, Iraq, Jordan and Saudi Arahin)
to deal with women's affairs.

All countries in the Region are experizncinz a rise in the
ratic of urban to total population. This ratio renges from 11 per
cent in Yemen to 80 per cent in some of the Culf Stotes. The socioe
economic circumstances and combinotion of forces beohind urbanizatiog
in the Region - and consequently its developmental implications -
differ from one country to another. However, certoain sub-regiznal
patterns can be distinpuished, 1In Bahrain, Kuwait, Qatar =nd the
United 4rab Emirates, urban growth has been nainly the result of
inter- and intra-resgional nmigration, althoush some movement from
the country side has taken place. A totzlly different situation
exists in Iraq, Jordan and the Syrian irab Republice, where over
50 per cent of the population live in rural areas. Urbanization
in these countries has been characterized Ly lorge-gcale rural to

urban migration and concentration of urban populaticns in a few centres.,

1/ For example, in the last five years, the p
in the labour force has risen from 5 to 10 per ce




Only a few countries {(Iraqg, Jordan, Saudi Arabia and the
Syrian Arab Republic) have realized the importance of regional
planning an< have consequently established regional planning
departments within their respective administrative orsanizations.
Although factors contributing to rapid urbenization vary from
one country to another, the problcems emanating from this develcp-
ment are similar. The results are frequently the slow deterioration
of urban settlements. In general, nost ECWL countries lack an
explicit nationel urbanization policy to cope with such problens.
Rural settlcment planninz has been undertaken and implemented in
only a few countries in the Regizn. Provisicn of scrvices, land
reform neasures and the distribution of gsettlements must 211 be
considered and integrated into rural settlement plans. In sone
countries in the Resion, large scale schemes are being undertaken

to settle nomadic populations, often by the provision of housing.
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than 20 percent, and the indigenous labour force is not adequately

utilized.

Notwithstanding the foregoing, scme significant changes have
been taking place. First, there has been the dramatic rise in the
participation of women in cconomic activity., Available data show
that between 1970 and 1975 female participation rates increased from
2.6 to 4.1 per cent (East Bank of Jordan), frorm 1.2 to 3.2 par cent for
the Kuwaitis }/, and from 5.5 to 10.5 per cent in the Syrian Arzb

Republic.

The ratic of fenales in the Syrian labour force rose from 10.7
per cent in 1970 to 21 per cent in 1975. Evidence frono the Syrizn data
for 1970 shows that the higher the level of education and technical trainins
attained by women, the higher their activity rates, reaching 93.2 per
cent for wemen having obtained vocaticnal and technical diplomas,

84.6 per cent for those naving a university degree,and 90 per cent for
those with a doctoral degree.g/ Such evidence cenfirms the assunption
that the extension of education anong the female population will
enhance wonen's demand for employment, thus putting pressure for more
Jjob creation in the future. While up=tc-date information for other
ECWA countries is lacking, it is believed that a similar evolution is

taking place, particularly in such countrics as Iraq and Lebanon.,

For Kuwaitis and non-Kuwaitis the increase over the same period in the
participation rate of females was from 5.2 to 7.8 per cent,

The activity rates were 4.2 per cent for women with primary education,
8.4 per cent for those having completed their intermediate education
and 26.4 per cent for secondary education graduates.
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the past two years,in limiting the number of students going to general
secondary education and universities, As a'result, a good proportion of
those finishing the intermediate level of education was directed to
vocational training centres and colleges. The Syrian Government seems
to be so determined in the implementation of this policy that it has

set up as an objective in its fourth five year plan of directing 50

per cent of the students at the intermediate level of education toward
vocational training and the labour market. Such a policy will certainly
contribute to correct the structural imbalances existing between labour
supply and demand. The extent of Success of this policy, however, will
depend on the ability of the Government to previde enough employment
opportunities, both to those leaving the schools immediately after

their graduation from the intermediate level cof education znd those

graduating from vocational schools and centres.

A third significant change, which could gradually modify pre-
vailing attitudes towards gencral and university educaticn, and thus
exert a correcting effuct on the labour supply structure, is seen in
the sharp rise in the wages of skilled manual labour over the past
three years. Although this relatively new development in the Region
could turn out to be transitional, it is likely that continuing in-
flation , over-supply of graduates with general training in the past,
shortages in the supply of manual skills, the reluctance of the indi-
genous population in the oil~producing countries to engage in menual work
and the continuirng economic boom in these countries, particularly in
- the construction sector, will exert a stebilizing effzct on this develop-
ment and, thus, positively affect, in the long run, the attitude toward
manual work, at least in the relatively labour surplus countries of
the Region,

Many of the prevailing and often acute employment and manpower

problems in the Region are not essentially structural in nature; they
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here, a new transfer of manpower from the Syrian Arab Republic to

Jordan developed in the past 15 months. According to some estimates,

no less than 50,000 Syrian workars are now working in Jobdan.l/ This
country's emerging absorptive capacity for foreign manpower resulted from
the migration of a substantial part of its own labcur force - up to 2
quarter according to scrie cstimates - to the oil rich countries. Higher
wages in this country contributed to attract the Syrian worliers.

Other expatriate workers are also flowins into Jordan although still in

small numbers, mainly from Pakistan and Epypt.

Another significant development in the Rezion is the relative
reverse transfer of monpower which started in 1977 between Ycmen and
Saudi Arabiz. Meny cbservers in Saudi Arabia noted a partial return
of the Yermeni workers to their country. It seems that the slowing down
in construction activities in 1977 in Saudi Arabiz, the efforts of the
Yemeni Government to implement the first five~year plan, aided by the
flow of external funds zond the resulting sharp rise in wajzes, were at
the origin of this partizl rzturn. Many well established contractors
in Saudi Arabia are now complaininzg of the shortages of skilled and
semi-skilled Yemcni workers. The fact thot the Yeuenis are exempted
from work pernits in Saudi Arabins makes it difficult, if not impossible,
to ascertain the masnitude of this trend. To meet the growing demand
for labour, both the public and private sectors in Saudi Arabia have
been importing labour from places as far as 3South Korea and the
Philiprines. According to rough estimctes, more than 75,000 South
Korecans arc now employed in Saudi Arcobiz and perhaps as much as

25,000 in othor Stotes of the Gulf.

1/ It is not possible to ascertain the exact number of Syricons working in
Jordan as they are exempted from work permits.
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introduction of new crops and techniques. In the other sectors, especially
industry, efforts to build up indigenous adaptive capabilities are still

minimal and reliance is mainly on imported technology packages.

The purchase of "pdckaged" technology has been costly and has
generally been unaécompanied by a process of technology absorption.
The selection and adaptation of appropriate technologies remain as
underdeveloped as the gencration of indigenous technology itself. The
growing 'felt needs' in this field of the Arab World and the ECWA Region,
in particular, has stimulated new efforts for the establishment of
institutional mechanisms to promote and regulate the transfer and develop=

ment of technology.

It is agreed that the choice and development of appropriate
technologies for the ECHWA Region should take place in the context of
a carefully designed science and technology policy. Hence, it he-
comes important to quantify the human resources available for
scientific and technological development. Mcst recent estimates put
the number of scientists and engineers per 100,000 population (19?65
at 523 (Oman excluded) for the ECYA Region as compared to 806 for the
Arab World z2s a whole, 1,000 for Latin America, 80 for Africa and

2,875 for the developed ccuntries (see table 14).

The rclatively high figures for Qatar and Kuwait can be attri-
buted to the presence of non-national scientists and ehgineers, Iraq,
Jordan and the Syrian Arab Pepublic, with a relatively diversified
scientific and technological infrastructure, have nct yet reached an
adequate scientific and technclogical base which is estimated to
require an average stock of 1000 scientists/engincers per lC0,000

population.l/ Ccuntries like Yemoen and Democratic Yemen still

1/ Sce: United Nations Economic Cormission for Western Asia, The Status
of Scicnce and Technology in thc Westerm Asia Region, (Septeémber 1977)
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Table 14, Total Mumber of Scientistis, Encirneers and

Tachricians in the Countries cf the ECWA Region

Scientists % Enginecrs Technicians

Number per Hunater per

Total 100,000 of Total 100,00C cf

Country Year Number Population Mumber  Populaticn
Bahrain 1971 928 385 6154 3470
Democratic Yemen 1973 305 19 .o .
Iraq 1972 43545 432 24659 244
Jordan 1973 4208 170 109 43
Kuwait 1973 10754 1139 2930 310
Lebanon 1273 37000 1163 020 250
Oman o .o .o . .
Qatar 1974 1352 1572 577 671
Saudi Arabia 1974 33376 395 .. ..
Syrian Arab Republic 1972 8713 128 .o ’e
United Arab Emirates 1973 664 319 .o oo
2men 197% 1394 22 660 11

Source: Conference of Mirnisters of Arab States Respensible for the Application
£, R
1

of Science and Techniologsy to Development,
3C-76/CASTARAB/L., Paze 3.

abat 16=-25 Ausust 1876,
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some of this burden has come from both the inlustrialized and the developing
countrics. Given the limitations imposed by staff and experience in relation
to the intricate tasks involved in the eveluation and administration of aic
orografiiesy the response of the cil-supplying countries to this need during
the recent period has been remarkable, making them major contributors to

the international zid-giving effort,

Financial flows from ECUA countries meubers of OPEC (see Table 15) rose
from $1.28 billion ir 1973 to $6.21 billion in 1976 on a disbursement basis.
In terms of GNP, these fluws represcented 0.75,11.50,10.37,7.04,and 11.45 per cent
for ‘Iraq, Kuwzit, Qatar, Saudi Arabia and the United Arab Emirates, respectively.

The concessional component of assistance provided by the same group
of countries increased from $1.04 billicn in 1973 to $4.14 billion in 1976
{see table 16), with Saudi Arabia beinz responsible for 56 percent of the
total, followed by the United Arzb Emirates (24.7 per cent) and Kuwait(12.7
per cent). Consequently, the three countries have come to occupy the second,
sixth and twelfth positicns in the list of world donors of concessional

assistance in absolute terms.

The share of bilatercl flows in teotal concessional assistance declined
from 91 per cent in 1975 to about 87 per cent .in 1976, reflecting mainly the
increase in nultilateral flows from Xuwsit (sce table 17).

Another feature worth notingz, in connexion with concessional assistance
provided by the five countries concerned, is the incroosed share of this
assistance thot was directed to non-iirab countrics (see table 18), This sroup
of dJdevelopin~ countries received 23,5 per cent of the total in 1976, as compared
with 10.3 per cent in 1975. At the same time, the share of ECWA countries

(excluding Erypt) rose from 23.2 to 36.6 per cent.
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Takle 1C. Geographic Distribution of Bilateral Concessional
Assistance Disbhursements by ECWA Countrics Members of the
Organization of Petroleum Exporting Countries (OPEC)
1575 and 1975

1975 1976
$ Million Percent S Million Percent
Arab Countriss 2/ 3731.9 89.7 2762.2 76.5
ECWA (excluding 1173.1 20.2 1321.,8 36.6
Egypt)
Other Countries 427.9 10.3 ShS .6 23.5
Total 4156, 100.9 3511,5 100.,0

Source: Organization for Eccnomic Cooperation and Developrent, Development
Cooperation 1977 Review.

a2/ Epypt's share amounted to $1372.C =2nd 1228.2 million in 1975 and 1576,
respectively.




especially when political-econonic philosgophies are similar.

The joint venture form of investment has been especially useful
in revealing and gradually 6vercoming barriers which have in the past
limited trade and investment growth between the ECWL States, This is
perhaps best illustrated by the joint Jordan-Syrian companies covering
"Land Transport" (824 million), a joint "Maritime company™ (330 millicen),
a joint "Industrial company" (360 million) and a “Free Zone Area®™ company
at the -border (21%.5 millicn). These conpanies were established in 1976

and recelived rapid commitments of funds during 1G77.
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as the labour force and, even in soue instances, the indicenous population
becomes outnumbered by forcisners,

The Region's exploitable hut non=renewnble mineral resources are
still not fully determined. Awareness of this problen requires the formulation
of a rational system of exploitaticn hased on the projection of prices and
econonic absorntive capacity, with due regard to the development of a2lternative

sources of incone,

Conservation of the environment needs to receive increased attenticn,
especially by those countries which are chle to afferd the reguired research
and the institution of preventive measures for environmental protection during
rapid mining, industrial and urban srowth., This challense also involves
basic and applied research within the Resion to restrain descrtification and
indeed to reverse the declining land productivity in thie vast stretches of
dry areas.

A continuingz need for each country, as well as for the Resion, is
the development of a clearer picture of future econonmic forces and the
efficient use of scarce resources in order to nttain optimality in the achieve=
ment of the economic and social moals. To this end, therz is a continuing need
to (a) improve the collection, proceassin~ and anolysis of statistics; (b) ime
prove the planning process at the ccuntry and if possible regionsl levels; and,
(c) continue the dizlopue of cooperative action by nienber states and to commit
resources to cooperative and coordincted activities based on 2 lonzer run view

of national welfare,

Also, of inmportant concern to the Rezion are three issues that link
the ECWA countries to the world., First, there is the cnallenss of trons-
forning the econonmic structurce of a number of monber states from that of almost
exclusively cil-exporters to that of an econcmically more balanced one. Sceond,

there is the responsibility to assist developing countries outside the Rericn,
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This challenze is heins met by the oil-producing countries lorgely throush
financial assistance. Third, there is the challenge of effective partici-
pation in world finencial affairs. This new direction is paining momentunm
as member countries® influence grows in international financial institutions,
as offshore banking develops ir the Gulf, and as privote and public Arab
banks of the ECWA Region handle an increasing share of recycled oil earnings,
as well as actively co-niznage issues on behalf of foreirn states in the

auro=~currency markets,
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IV. PROBLEMS 5MD PROSPECTS

Perhaps the most obvious challenge to all nember states is that
of achieving greater industrialization; this being true for non-oil as well
as oil producers. This challenge has s0 many éspccts - econonic diversi-
ficaticn, increasing employment opportunities, upsrading manpower and ansorp=
tion of improved technology - that the current search for and creation of
industrial enterprises is often very ambifious. This is especially true
when industrial investuent projects are based ¢n 2il and gas extraction. The
challenge to crgato an Arab industrial revclution, in competition with an
existing industrial world and heavily dependent on expatriate labour and
imported plant and technology, will increasingly necessitate the elaboration
of an industrial development policy that better coordinates the arcas and

scale of industrial develonnent between ECW. members,

Emphasis on industrialization, however, should not be at the expense
of agriculture. Past and on-going developnicnt stratepgies in the ECHL Region
have rniven agriculture the haondasiden rcle of industry. Agriculture was
coensidered a majcr source for copital formotion for subsequent transfer to
the develcopment of cther sectors, particularly industry. This policy has

d to the sector's staznation anid even deterioration., Growth of asgriculture
production has not kept pace with populaticn increase., The result has been
a2 wideningz zap between domestic supply and deinand and increased dependence
on foreirn supplies particularly for food nreducts. Countries such as the
Syrian Arab Republic are now rceconsidering their policles, whereby azriculture

is given high priority in development plans.

Recent developnents have accentuated the growing importance of
population problems, especizlly for those States that are highly dependent
on imported mannower. The limitations imposed by the scocio=political circume-
stances of many of these member States ~n the inport of labour, relative to
their financial abilities to pay for acceleratced growth, raises inmportant

questicns concerning social development, habitat an? cultural integration as
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An important element of cnoperation between the ECWA Resion ond the
industrialized world continuss to be the provision of zdequate 0il supplies
and the recycling of surplus petro-dollars, without which the economic health
of the industrialized countries would be jeopardized, with adverse implica-

ticns for growth in the developing werld,

Financial nid administered throush the various national and multi-
national Funds continues to emphasis infrastructural Jdevelopment. In 1976,
about two-thirds of the loans extended by the Arab Fund for Econcmic and Social
Development were allocated for these purposcs (transvort and communications,
electricity, water and sewers). Infrastructural facilities received about
57 per cent of the loans extended by the Kuwait Fund for Arab Eccnonic
Development in the period 1 April 1975 to 33 June 1875. Loans for infra=-
structure extended by the Abu Dhali Fund for Arab economic development, up

to the end of 1975, represented abcut 55 per cent of all loans.

An increasing load on the "Funds" for rezional cooperative
offorts has been in the evaluaticn of project proposals, both because the
number of regquests hes been rising and because the sovernments are increasingly
turning to the "Funds® for evaluation of even government to government
requests. The "Funds", being aware of the shortaoce of qualified manpower to
construct goond project applications, have increased their technical assistance
~rants., This has brought on indirect tenefit to the Repion, in that such
personnel have often been recruited from the non=cil but labour supplying

countries ( Jordan, The Syrian Arab Republic and Lebancn).

Positive steps towards greater regional econonic cooperation grew

during 1976-1777 by the accelerated development of joint ventures, both

nilaterally and throush multinational ownership., The former is most commonly

found between countries with adjacent borlers e,s., Jordan-Syria, Saudi

1/

Arabia-Yemen— , Saudi Arabia-Bahrain, but it also leaps ocross the Regiong/

1/ & joint Saudi Arabian-ilorth Yemen airline is to takeover the running of
Yemen Airwoys with 51 per cent cof ownership retained by Yemen,

2/ Joint ventures are frequent between financial centres and more labour
abundant states, e.3., Kuwait-Yemen (4 joint ventures in 1977, covering
cement, pipe making, shipping and storage cowpany, touristic development,

and construction materials, and involving a total investment of $280m,Irag=-
South Yemen have alsc initiated a number of joint projects in 1977.
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Table 17. Concessional Assistonce (Met Dishursements) by ECWA
Countries Members of the Orgenizetion of Petroleun Byxbhorting
Countries (OPEC), Channelled Bilaterally and Multilaterally
1975 and 13974

(in Millions of US Dollars)

1875 1074
Total RBilateral HMultilateral Total Bilatercl tMultilaterel
Iraq (215.4) (195.4) 20.0 {(56.7) (49,3} 47.4
Kuwait 275.3 G10.3 65.0 526.5 37%.3 1E0.56
Qater 233.6 3c2.7 36.2 175.1 144 .0 31.1
Saudi Arabia 1627.4 17.5.7 21T7.4 2315.2 2073.7 242.1
United &Lrab 10646.1 a71.4 74.7 1021.5 355.5 53.4
Emirates
Total 4573.1 4155.8 413.3 413%.4 3%211.5 524 .6

Source: Organization for Ecconomic Cooperaticn znd Development {OECD),
Development Cooperation 1577 Review

Note: All fipgures in nareitheses are estimates.
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Table 15, Financial Flows (Het) from EZCWA Ccuntries Members of
the Ormanization of Petroleum Exporting Countries (OPEC)

to Develcping Countries, 1973~1976

0.8, $ (Milliens ) Lis Per cent of GNP

1973 1974 1975 1976 1973 1974 1975 1576
Irag 11.1  440.2 {251.4) (1l9.7) 0.21 4,16 ({1.91) (0.75)
Kuwait 550.0 1250.1 1711.2 1874.8 ¢.17 11.46 1l.44 11,50
Qatar 93,7 217.9 366.7 245.4 15.62 10.90 16.90 10.37
Sauci Arabia 334.G 1622.1 2466.7 2826.0 4.12 T7.19 T.42 7.04
United Arab 288.6  T4C.4 1206.6 1143.8 12.03 G.78 13.59 11.45
Emirates
Total 1278.3 4272.7 6002,6 6208.7
Source: Organization for Economic Ccoperation and Development (OECD)

Development Cooperction, 1577 Review

Hote:

All figures in parenthecses are estimates,
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ITI. REGIONAL AND IFTERREGION.L CCOPER.LTION

A seriocus constraoint on regional cooperation efforts continues to De
the very real issues of national icdentity and interests, hoth as they are
seen to exist now and the monner in which they may be projected intoe ths
future. Thus, naticnal planning assuwies on incortant dimencion in the process
of cooperative cconomic efforts. Unitl the future nee’s ond altermative
arowth patterns at the national and regional levels Lecome clecrer, the
evaluation of cooperative efforts will remain relatively difficult. Within
the Rezion, different perceptions exist as to the content and pace of

economic cooperatizn. This problem is further complicated by the ropid

socio=political adjustments that are accompanying econcnic growth,
Cooperation in the finoncial field has constituted the more salient
aspect of regional cooperation in recent years. Such cooperation has become
increasingly motivated by a sense of moral commitment to coverall reszional
prosperity and the reduction of disparities amons member countries, in con=

trost to an earlier emphasis on security and noliticzl consideraticons.

Of nc less importance is, perheps, the rcle played by the non-oil member
countries as suppliers of much of the neede’ additionzl monpover in the oil-
producing countries. This supply of labour, still inciequately documented,
is and has bheen the prime means »f fillins the class-roons with teachors,
adninistrations with skillsl and expericnced white collar-worksrs, the
commercial centres with shop-kecpers and the construction sites with labour.
Too often this contribution has not beer riven its due welrht, becaouse 1ts

Aivsy

impact has bean harder to assess, os comparel with thot of financial 2id,
Financial cooperaticn has also heen extendel beyons the ECHL Rasion and

the Arab world to benefit developing countries elsevhere. Information on

oil earning surpluses have been well-pubtlicisedld, together with the groving

deficits of the third world oil-importing countries. Pressure to relicve
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nced tc establish the preconditions for a scientific and entineering
hese. It is usaful to note that the technician/scientist ratioc for
developing countries is normally thought to be 2:1. Apart from

Bahrain, all countries of the ECHA Resion have 2 severe shortage of

technicians.

he ~rowth of research and development (R&D) in the ECWA Region

is, among cther factors, a function of rescurces effectively devoted to
these activities., The World Plan of iAction for the Application of
Science and Technolory to Development has set a tarset of 200 scientists/
engineers per one million inhabitants to be engaged in R&D at the end

of the current decade. None of the ECWA countries is likely to reach
this tarset, although efforts are being made to encouras: R&D projects

ir the Region throush the strensthening and creation of institutions

an epplied research centres.

Althoush the specific fizure of expenditure ~n R&D may not hea
rcliable instrument of assessment, it still ~ives an indication
of the importance attache. to this area, Countries like Jorlan, Kuwait,
Lebancn and the Syriaon Arab Republic Zevoted 0.31, 0.01, 0.4 and 0.11
per cent of their respsctive GNP to R&D activities in 1973. Iraq and
Yemen devoted cach 0,25 per cent of GNP in 1974. These figures senerally
fell short cof the 0.5per cent tarrset recommanded by the International

~

Development Stratesy of the Second United Nations Development Decade.
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In conclusion, it can be said that the substantial economic
growth of the majority of the countries of the Region did not produce
the kind of structural changes to modify significantly the pattern
of employment. With the exclusion of Lehanon and, to some extent,
Jordan, the majbfity of the labour force is still employed in tradi-
tional activities and Government service. On the other hand, changes
are taking plsce which could transform into sustained trends in the future.
At the seme time, the employment and manpower problems of the Rezion
have become less acute at the national level due to the hich degree of
elasticity in the intro-regional movements of labour. While these
movements are acting as safety valves, they need to he monitored in
common agreement with all the countries of the Rezion in order to

ensure the smooth flow of lakour and its efficient utilization.

Science and Techuologl

The ECHA countries have shown o Jefinite preference for acquiring
technolory through turn-key contracts. This is due mainly to the rapid
pace with which capital gocds are acquired in contrast to the slow
pace at which educational facilitiss, engineering firms anG research

institutions are emerging and cperating in the Rezlon.

Scicnce and technology, not withstanding their significancé for
the attairment of the objsctives of socio-economic development plans,
are still perceived as a marginal component and are, therefors, not
properly and fully inccrporated by policy-makers in their development
stratezies, This is reflected in the existing patterns of technolgoy
transfer which are not necessarily in harmony with the factor endow-
ments of the importinz countries. It should also be recognized that
the adaptive capacity of countries in the Region. is still wsak and

aries from one sector to another., In the agricultural sector, for

example, the adaptive capacity is slowly developing through the
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have thelr origin in emerging political and/or econonmic circumstances.
While such problems may be transitory in nature, they can have a lasting

effect on the process and pattern of economic development.

Typical of this sort of problems are those generated by the
civil disturbances in Lebanon(1975-1976). Not only did these events
disrupt the employment situation in Lebanon, but they have also had
impertant implications for intra-regicnal labour mcvements and manpower
deployment, especizlly in the neighbouring countries of Jordan and
the Syrian Arab Republic., The disrupticn of the greatest part of the
industrial and service activities in the country created an unusual
situation whereby hundreds of thousands of workers and employees either
interrupted their work or lost their jobs.

First, possibly as much as 250,000 expatriate workers, mostly
Syrians,left the country. Second, morc than a fifth (about 150,000)
of the national labour force temporarily emigrated to neighbouring countries
and to the Arab oil-producing countries, as well as to Cyprus, Europe
and America. Third, perhaps as much as the fifth cf the national
labour force changed their place of work or their o¢cupations. In the
process, the Lebanese economy lost a significant portion of its highly
qualified, middle level and skilled manpower,

The return of the Lebesnese nigrant workers, particularly the
highly quealified and skilled labour, is taking place very slowly. One
of the main results of this situaticn was the sharp increasc in the wages
and salary scales, both in the public and private sectors,

The transfer of manpower, in particular the skilled manual worl 2rs,
from Lebanon to the Syrian Arab Republic znd Jordan in late 1975 and
the first part of 1976, contributed much to the economic boom in both
countries in 1976, especially in the construction sector. However,

while almost all Lebanese workers who moved to these countries returned

lll/




Should this trend be confirmed, it will entail a significant
departure from past developments with respect to the expansion of the
labouvr supply, especially in the more developed countries of the
Region. This is likely to be associated alsc by some redistributicn
of employment by sex and occupations, as well 23 2 substantial rise
in the total participation rate in economic activity. It also means
that future demand for labour will have to be sharply increassd, to
well above historical rates, in crder to absurb the increasing female
supply of labour. In this connexion, it is worth noting that the
current Five-Year Plan (1976-1980) of the Svrian Arab Republic en=-
visages a substantial increase in the number of jcbs (472,900) over
the Plan period, i.e., at an annual growth rate of zbout 4,9 per cent.
Considering the above-mentioned trend of increased female activity
rate, it is thought that such a high annual growth rate of job
creation in the Syrian Arab Republic should prevail for the next two
decades in order that, by the year 2000, the labour denan

a
X 1 R . e s . o .
with the supply.~/ This examuple gives an indication of the nagnitude
requirements in the next two decades.

Another set of developments relates to the mocifications being,
introduced in the educational policy in the countries of Western Asia,
While the declared policy in all of these countries insisted in the
past, without much results, on promoting vecational and technical
education, a new approach to this policy by Irag and the Syrian Areb
Republic seems to be producing radical chenges in the ccmposition of
the flow of graduates from the educational system. Available informs-
tion indicates that Government intervention in the Syrian Arab Kepublic

at the level of the intermediate education certificate has succeeded, in

1/ This assumes that the tctal participation rate will increase from its
present level of about 25 to 30 per cent in the year 2000.
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Labour and Employment

Until recently, inadequate attention was glven by the Govern-
ments of the ECWA Region to employment and manpower problems; these
problems being considered-largely as a by-product of the process of
economic growth. The economic boom in the post-1973 period, notably in
the 0il economies, marked the emergence of a new attitude towards
manpower problems. It came to be realized that manpower shortages
could be a very serious constraint on the development process, ro-

quiring urgent remedial action at both the national and regiornal levels.

The Region 's employment and manpower problems may be usefully
divided into chronic or structural problems and non-structural ones.
The structural employment problems, being deeply rooted in the demo-
graphic profile and evolution of the population, the pattern of
employment, education, cconomic activities and social attitudes,
cannot be solved in the short and medium run. Their solution requires
basic socio-economic changes which could only occur in the long run.

In the labour-surplus economies of the Region (Jordan, Lebanon,
the Syrian Arab Republic and Yemen), the growth of the national
labour force at an average annual rate of about 4 per cent is still
far from being matched by the rise in demand,and the cutflow of
graduates from educational and training institutions is not geared
to actual requirements. While open uncmployment is relatively low, under-
employment is rife in the traditional economic activities and even in

the modern sector and public institutions.

In the labour=-deficit oil economies, the average annual growth
rate of the total labour force (indigenous and foreign) exceeds 6
per cent. Reliance continues to be made on imported labour. The average

crude activity rate of the local population in these countries is less
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Developuents within the housiqg sector are difficult to
gauge in the ECUA Resion since only few of the countries have
undertaken a national housing consus. It is, hcwever, evident
from the existing data that the provision of adequate housing
"is, in mcst countries, increasingly outpaced by population growth,
With the exception of Kuwait,Qatar and the United Aralb Zmirates,
nember countries add less than one dwelling per thousand in-
habitants to their stock snnually. Censequently, the housing
situation in many of the countries, pzarticulsrly those in the
northern tier - is characterized by considerzhle backlogs, in.

sufficent replacement of obsolete tock, and overcrowdine,

(%]
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Housing needs in the ECWA Region are far in excess of the resources
available to meet thaem at present and in the irmediste future,
Current house=-building trends indicate that, for most of the
countries, housing needs will remain unsatisfied for a long

tine to come.

The current problens cof the building materials industry

are the general inadequacy of local production to neet demand:
unbalanced regional pattern of production and consunption;
absence in most of the countries in the Reoion of sheet glass,
hardware and metal products; and, the lack of tochnical and
manazgerial skills. In most countries, there is a lack of
planning to ensure growth of an effective and stable nmarket for
the industry. There is a need for co=ordinated resenrch on
building materials and techniques. There is nlso = read to know
more about the adaptation, innovation and diffusion of technclonics

S
appropriate tc the developmen:t of satisfactory hunen settlements.

.l./
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The ECWA countries have attempted tou improve rural living
conditions and have concentrated on such rural development measures

as agricultural co-operatives, extension services, rural communication
services, and rural settlement planning. Land reform projects have
been undertaken by Democratic Yemen, Iraq and the Syrian Arab Republic.
Several countries (Democratic Yemen, Irag, Jordan and the Syrian Arab
Republic) have integrated rural development schemes. In Yemen, local
development associations are actively participating in the develop-
ment of the rural areas. There are also initiatives in several ECWA

countries, notably Irag, to develop education in rural areas.

With regard to youth, most countries in the Region have now a
ministry ccncerned, at least in part, with youth affairs. Although
the problems of youth are partly alleviated by growing education
enrolments, insufficient attention is being paic¢ to the problems
of out=of-school and unemployed youth.

Thus far the role of youth in national development in the
countries of the Region has been very limited, in spite of the fact
that two=thirds of total population are under 25 and cne-fourth is
in the 13-25 age group; Little has heen done to mobilize the energies
of the young people in the Region, as youth programmes have concenw
trated largely on sport.

Progress has been made in the integroation of women into the
development process. Some countries such as Bahrain, Jordan, Kuwait
and the Syrian Arab Republic, have mede notable achievements with

regard to female education. The incrcase in enrolments of girls and

ll./
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Systematic planning of healti programies is being practiced
in most countries of the Region. In some cases, like Iraq and the
Syrian Arab Republic, formal health plans, ccnsisting of curative
~nd preventive ccmponents, have been formulated., Although national
health planning machineries still favour curative medicine, scme
progress has been mede in the direction of prcventive nedicine in

nost ECWA countries.

The situation, with regard to the training of physicians
and other professional categories has greatly improved, Medical,
dental and pharmacy schools have been established in a nunber of
ECWA countries. Despite wide variations in the availability of
trained health manpower, most countries have been naking progress
towards the provisisn of a more comprehensive, co-ordinated and
technically competent health service. There continues, however,
to be an urgent need for micdle-level manpower. Recruitment into
niddle-level occupations is slow and a number of ECWA countries

continue to rely heavily on expatriates' skills.

In the countries with a predominantly rural population,
the problem of adequate incentives to attract physicians to train and
work in rural nreas is particularly acute. Althoush the governments of
the Region are aware of this problem, and are expanding efforts in
the development of a cadre of medical personnel trained to meet the

denmands of rural sroups, mocre still nceds to be done in this regard.

Llthough still heavily humanitarian-oricnted, social welfare

is increasingly being interpreted as a hody of nctivities and an
orgznized function designed to enzble individuals, families and
groups to cope with changing conditions.

0'0/




(@A)
3)

'3

Education at the secondary level includes general education,
vocaticnal education and teachers' training, Cencrcl education,
however, has been ziven higher priority than vocational education
and teachors! training in the Reglon, although the formor has
received increasing emphasis in most countries. In Jdordon, for
instance, the rate of enrclment in vocaticnal training rose

significantly, from 8.5 per cent in 1972 to 15 per cent in 1972,

Higher education has also expanded with the foun@ing of new

universities in Kuwait, Jordan, Saudi Arabia ondDesocratic Yemen,

and expansion in enrolment and facilities at the older established
universities in the Syrizn Arad Republic 2nd Iraq. There persists,

however, an imbalance botween the relacively low number of graduntes
in science, medicine and tochnological fields, and the larze numbers

in the humanities and law.

Major probloms facing nearliy all countries in the Reglon
include the nced to match educaticnal growth with that of employment
cppertunities and reducing cducational wastage and illiteracy which
is still wide-spread in the Region, particuisrly amons the older

1/
age groups. =

Inadequate teaching and instruction facilitics have resulted
in a great numboer of graduactes who are unable to obtain cmpleymant
2t the level for which they believe thanselves to have been aducated

and trained for. This phenomcnon is particularly appara:

1/ The over-all rate of illiteracy for the ECWA Region is approximately
70 per cent.
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‘The Syrian irab Rapublic is developing its road systen,
particularly those which link the country with its neighbours,
Construction work is underway to huild and upgrade the 37 kilometre
stretch linking Damascus £o the Lebanese border, The highway
linking Damascus to the Turkish horder (386 kilometres) is being
improved to meet international standards. About 120 kilometres
of the sections Damascus~Homs-Hama and ileppo has been completed
and the whole project will be in operation by 1980. Feasibility
and design studies on the 104 kilometre Danascus-Deraa road,
linking the Syrian firab Republic with Jordan was ccmpleted in 1976
cnd construction work started in late 1977. Work is in progress to

complete the highway linking Homs with Tartous port.

‘Saudi Arabia is financing the causeway linking it with
Bahrain at a total cost of $325 million. The feasibility and
design studies were completed in March 1977 and international

contractors were invited to submit tenders.

The United Arab Emirates has been building the remaining
25 kilometres of the road which will link it with Qatar. On
completion of this stretch expected for April 1978, the Emirates
will be linked to Curope.

Yemen has plans to finance the construction and improvement
of its road network which stands now at about 2079 kilometres, of
which 596 are asphalt, 491 gravel znG 992 kilometres unsurfaced roads.
The Government has completed a feasibility study of 734 kilometres of
roads, including an engineering study for 260 kilometres. The roads
which are at present under construction include Taiz-il-Turba, Taiz-
Al-Mafraz, Sana'a-Ma'areb, Amran-Hejja, and Sana'a=-Sa'ada, of 79,

63, 172, 77 and 242 kilometres, respectively.
G.l/
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Hasseke and Kamichleh has also been completed and services for the
carriage of goods and passengers come into operation by the latter
part of 1977.

The Latakia-ileppo-Deir-ez-zor section started full operation
in 1976. The East-West line, in additicn to its providing first
class high capacity transport services for the North Diezirah plain
of the Syrian Arab Republic, will alsoprovide a direct, if not the
shortest, connecticn between Aleppo ond Baghdad, without havinz to

use the transit route throuzh the Turkish railway network,

A feasibility study for the construction of the line “Setween
Deir-ez-aor and Ahbu Kamal on the Syrien/Iragi bcarder has bezn
completed and an agresement has been reached with Irag for the latter
country to construct a similar line %o link it with Bashdad via

Husaibah, Ana, Haditha, and Hanedi,

A new line is also under construction between Hons and
Danascus to connect Danmascus by standard gauze with the Euronean
railwey system, via Aleppo-Midon-Ekbez and Istanbul., This line is
expected to be in operation by 1980. For the transportation of

phosphate from Khniefiss and Chorkieh mines, a new line is under

ot

constructicon betwesn Palnyrz and Homs via Mhine., To incrense the
capacity and efficiency of the existing line betweon Tartous nort
and Homs, a new section linkins Homs with fkkari is under COne

struction and is expected to be in cperntion by 1320,

l-i./




Yemen's port development pirogranme includes construction of
two additional berths at Mina Hodeida. A floating berth has already

been installed at Ras Al-Khatib some 12 kilometres south of Hodeida.

The port development programme underway in Democratic Yemen
is aimed at the rehabilitation of Mina Aden and the construction of

2 general cargo berth at Mukalla on the scuth coast.

The above developments were largely influenced Dy the short-
or medium-term requirements spurred by the post-13573 sconomic
activities in the Rezion. It is not likely that the rate of growth
in the construction sector (commercial, urban, industrial or
infrastructural) can be sustained at a peak for anything longer
than the medium-term. As the pressure on imports moderates, there
will inevitably be a2 surplus of cargo-handling facilities, notably
in the oil-producing countries of the Gulf area, but in the long=-

term these may not be too great.

The ewmphasis in developaent plans has zencrally been on develop-
ment and expansion of port physical facilities, like new berths, without
paying due attention to improvencnts that could be produced through
vetter carge handling methods and techniques. HMajor cfforts on the
part of port authorities in the recent past has amply demenstrated
that port capacity could be increased substantially through improved
port operations, as reflected in a remarkable reduction in the delay
time in ports., A co-ordinated sub-regicnal approach to port planning
would have provided z more rational development of port facilities

for the overall benefit of 211 member countries.
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£bu Dhabi's port development of Mina Zayed now has 18 berths
to which 10 will be added, cf which two will be container berths.
An industrial commercial port is also planned at Al-Ruweis ncar
Jabel Dhanna with 20 decpwater berths to serve a $2,040 million

industrial/petrochemiczl complex,

Ras Al-Khaima's $380 million port development scheme at Mina
Saqr is underway and is scheduled for completion by the enc of 1978,
It includes 2 contairer berths, 3 zeneral cargo berths, 2 ro/ro
berths and ons berth for handling Ras Al-Khaima's growing ewports
of building stones and gravel. Umi~al-Qaywain is aiso developing
its port capacity. The Emirate of Fujayrah has a two-berth deepwater
port project underway only 20 miles south of Sharjah's new port at
Khor Fakkan, where work has begun for the construction of 400 metres
of quayage with a berthing depth of 12.2 metres capable of receiving
the largest container ship afloat, or to berth simultanecusly two
medium~size container ships and feeder vessels. Handling facilities
are to be improvad in Khor Fakkan by the middle of 1978. As the
Gulf's main transhipment terminal, Xhor Fakkan will brine the United
Arab Emirates and its hinterland markets significantly closer to

the Indian Ocean shipping lines.

Qatar's programme for expansion of Mina Doha includes cone
struction cf 4 berths and the widening and decpening of the navigable
channel. The industrial port at Mina Umnm Said, 40 miles south of

Doha, is being developed primarily tc cater for industrial requirements.

'05/
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and improved export performance in 1977 have been reflected in the
sharp rise in reserves from $2727 million in 1975, to #4601 million
in 1976, and further to $5657 million by the end of September 1977,

The growth of trade of the ECWA Region will continue
although at a slower rate during 1978~1979 as consolidation in
development spending occurs in the oil countries and growth in
financial loans and aid encourages heavy capital import prograrmes
in the non-0il states, The demand for oil exports will depend on
the economic recovery of the industrialized nations. Growing
pressure to export more oil will provide additional surplus earnings.
These surpluses may perhaps still need to be recycled to finance
balance of payments deficits in other countries and to support
international liquidity. A continued decline in the exchange value
of the dollar may lead to altering thoe basis of oil pricing, unless

there occurs a major economic recovery in Europe and Japan,

Transport

In recent years, the port development programme in the Region,
particularly in the Gulf area, has proceeded on an unprecedentec
scale. Available information sugrests that the total value of on-
going and planned port development projects in the Gulf will amount
to something like $5 billion and by mid-1980 the Gulf area (ircluding
Iran) will have about 400 deep water berths. In 1970, it had only
30 such berths, which had become most inadequate for handling the
post-1973 massive import programnies of member countries, with very
adverse effects on costs and delivery schedules.

.O‘/




source also accounted to betiween 50 and 60 psr cent of total imports

in Democratic Yemen, Jordan and Oman, and were below 50 per cent in
Bahrain, Lebanon and Yemen. Asia (especially Japan) and Eastern

Europe were also major suppliers for the ECWA region. Eastern

Europe provided 13.9 per cent of imports to Irag, 15.6 per cent to Lebanon,
9.8 per cent to the Syrian Arah Republic, and 8.4 per cent to Yemen; while
Asia provided 10 per cent of imports to Bahrain, 1%5.6 per cent to

the United Arab Emirates and 18.9 per cent to Yemen.

Trade with Africa and Asia (excluding Japan) is marginal but
is dominated by the entrepot ports of Hong Kong and Singepore with
important raw materials from Malaysia and a grouing trade with the

Republic of China.

Balance of payments data for 1976 show little change in the

composition of surplus ancd deficit countries, with the oil states
(except Bahrain) continuing to enjoy large surpluses. Kuwait and
Qatar, however, experienced small daoclines in their trade surpluses.
Iraq, through conservative import policies on non-developmental

needs, increased its surplus from $3036 to $5372 million.

The balance of trade deficit of Bahrain deterioratcd from
$24 million in 1975 to $318 million in 1976, while that of the
Syrizn Arab Republic almost trebled, rising from $495 to $1380.=~
million, and that of Yemen doubled to about $500 million. Jordan,
however, recorded a substantial narrowing in its trade deficit in
1976.
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The historicol trend of intra-regional trade is one of

generally low performance. This pattern has not changed substantially
during 1976, with intra-regional exports and imports accounting for
3.6 and 9 per cent of total export and import trade (see table 13).
Aside from crude cil, intra-regional trade is dominated by trade in
agricultural commodities and, in limited cases, by menufactures.
Re-exports, particularly in the Gulf area, play an important role

in intra-regicnal trade.

The Region continued to provide cnly a marginal export outlet
for the oil economies, reflecting the overwhelming importance of
crude oil in their ewport trade, most of which is consuned cutside
the Reginn. In contrast, the Region remains a nmajor market for the
exports of the non-oil economies, nctably Jordan and Lebanon, and

the main cutlet for member countries exports of manufactures.

Table 13, Dlercentage Share of Intra-regional
Trade in Total Trade, 1975 and 1976

Imports Exports

Country 1975 1976 1975 1976
Bahrain 4,2 44,3 14,1 22.9
Democratic Yemen 26,1 23.2 5.6 4,1
Irag 2.2 2.6 1.5 0.1
Jordan 16.9 7.0 32.4 31.0
Kuwait 3.7 2.3 4.3 6.0
Oman 21.0 22.0 0.2 0.03
Qatar 9.6 14.5 1.0 0.8
Saudi Arabia 10.3 7.5 2.5 2.5
Syrian Arab Republic 8.1 6.8 7.6 5.4
United Arab Emirates 5.9 €.2 2.3 2.7
Yemen 9.2 15.7 23.3 43,6
Total ECWA &/ 0.6 .0 5.2 3.6

S —

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

i/ Includes Lebanon., /
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total employment increased from 9.1 ver cent te 21.5 per cent in

Yenien.

Manufacturing in Democratic Ysmen continues to e deminated,
to a large extent, by oil refining. In Yemen, the food industry noles
the highest contribution to value added in monufacturing {35 por cent
in 1975). The contribution cf other brenchas iz expected to rise as

development efforts zain further mementun,

Excluding oil refining, the Cominance of the traditional
industries, mainly food and textiles, in the industrizal structure
of the countries of the Region continues. In several ccuntries,
however, increasing attenticn hes becn siven in receat yoars to
the develcpment of heavy industry, notably in the arca of petro-

chemicals and metal products.

Gross value added in manufacturins in Saudi Arsbin incressed
by an averaze annual rate of szhout 32 per cent over the period
1070-1975. Excluding the mining sector, the share of monufacturines
rose from about 20 to 22 per cent over the same perisd, MWithin
the menufacturing sector, the dominant activity is petroleum
refining, which accounted for arcun? 64 per cent of total monu-

facturing activity in 1975,

It is interesting to note that the bulk of the manufacturing
output in Yemen is produced by amall establishments, ol which 77

per cent are accounted for by establisiments in the fco: and

Q

textiles industries. They also employed 70 per cent of the total
workforce in manufacturinz; 73 thousand out of 107 thousand in

197471575,
oo./
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1677 31 per cent of that country's crude oil imports, as compared

to 18 per cent in 1973 and only 10 per cent in 1970.

Among the eight ECWA oil producers, Saudi Arabiaz must be
singled cut because of the importance of the Kinsdom's position in
the Region and on the world oil scene. More than crne=half of the
Region's proven oil reserves lie in Szudi Arabia. This country has
the largest reserves in the world and is the second largest producer
and the first exporter. In 1973, Saudi Arabia producad as much oil
as the seven other ECW. producers combined, and in 1977 it topped
them by over 30 per cent, with an output of more than 9 million
barrels a day, as 2geinst 7 million barrels a day for the rest
of the Region and less than 60 millions for the whole world, The
Kingdom accounted for 26-27 ner cent of world crude exports in
1976=1877.

At the beginninz of 1978, the price of the "marker" crude
(Lrabion Light 4PI 32° FOB Ras-Tannura) was $ 13.814 per barrel,
representing a 17 per cent increase over the price of § 11,651
set at the berinning of 1074, Over the same period, world import

prices rose by about AC poer cent.

C. Industry and Manufacturin:

When ECWA countries are considered in terms of their current
stage of industrial development, composition of industry and the
size of markets for locally produced goods, manufacturing, although
small, is seen to be rclatively well established in Iraq, Jordan,
the Syrian drab Republic and Lebanon. In Bahrain, Kuwait, Omar,

Qatar, Saudi Arabia and the United Arab Emirates, mining, electricity

oo'/




Of the totzl primary energy requirements in 1977, it is
estimated that, over one-third went to energy production, transe-
formation and distribution industries (own use and losses of
industries engazed in nztural gas production, processing an‘i
transportation, in electricity generation and transmission, in
crude oil refining, etc.), while the rest was used by final
consumption sectors (industry, transportation, households and
cormerce, agriculture, etc.) in the form of finished petroleun
(85 per cent), natural sas (4 per cent) and electricity (11 per

cent).

The Region's primary enerzy production, adding un to total
energy requirements and net energy exports, represented in 1976-
1977 23 times the total energy requirements of the twelve ECWA
countries, aond was essentially constituted (97-98 per cent) of
crude oil, This reflects the importance of the Region as a major
crude oil suppliesr to the rest of the world,

Net exports of energy from the Regicn in 1977 kept approxi-
mately their level of 1976, i.e., 2 little over 800 millicn tons
of cil equivalent, as compared to 500 millior tons in 1670. Crude
0il exports represented ¢2 per cent of the total, approaching 15
million barrels per day in both years, as comparad to 3.4 million

barrels in 1670; the remaining 8 per cent wsre accountsd for oy
exports of finished products, bunicers and, as of 1977, some liqui-

fied natural gas {LNG} exports from Abu Dhabi.

..l/
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The development and utilizzticn of mineral resources in

ECWA Region offer possibilities for strensthening economic and
technical cc-operation among menber states and between them and other
countries. Unfortunztely, the present situation in this fisld (other
than oil anu gas) is not encouraging. Ameong all kinds of netzllic
mineral raw materials, cnly copper is mined con o limited scale in
both Oman and Jordan. Despite the existence c<f a ferrous industry

in a number of countries, all mztallurgizal plants still depend in
their procduction on imported iron concentrates., Furthermere, the

aluninium industry established in somo Gulf countrics is completely

dependent on imported bauxite. The demand for all kinis of metzls
is, therefore, met by imports of mineral row neterizls znd semi-

3

manufactured and manufactured products.

A nmuch more favourable situation preveils in the ficld of
non-nmetallic minerals. The mest importont of these minerals is
phosphate, loczted in Irag, the Syrian Arsb Republic, Jordan and
Saudi Arabia. The mogst inportant chemical raw aaterials in the
Region consist of sulphur (Iraq), sodz, potassiunm and salts,
currently or expected t7 be mined in several countries. The larsest
deposits of salts are located in the Dead Sca and rock salt in the
Salif area of the United Arab Enirates. The svailebility of raw
materials in most countrizs of the Reglon contrihutzd to the develop-
ment of the cement industry during the last few years. Furthernmore,
bullding stone, marble an: zypsum deposits are unevenly distributed
within the Region and 2 number of countries are suffering from

acute shortzges of these minerals, most of which are imported,

on'/




Figheries _

In 1975, the latest year for which data are available, the
Region's fish production was estimated at 460.8 thousand tons,
barely 0.75 per cent of world catch, On“the wholé, the Region's
catch in 1975 was 3.3 per cent better then in 1674, Compored to
1974, Kuwait and Oman reported a 10 per cent increase in catch in
1975, vhile Iraq and Yemen recorded decrcases of 10 mnd 15 pcr cent,
respectively. The small size of the presznt catch - despite the
locally abundant morine and inlend fisharies resources - can be
attributed to external factors rather than the lack of abundance
of fish. Fish and fishery products could play a major role in
increasing protein consumption in the Region provided they are
adequately utilized and their quality controlled. Resources are
underfished or untapped and catch could be incrensed by 2,1 million
tons, of which 1,5 million tuns of pelagic catch. Also, in the Ped
Sea, there is potentinl for expansion Lo A total catch of 180,C00
tons, as compared with less than 40,000 tons in recent years.
Regarding inland fisheries, it is Iraq and the Syrian Arab Republic
which could more effectively exploit their potential, including
acquaculture (fish farming) for which they have all the requirements

to develop flourishing and successful progrommes.

Forestry
Less than two per cent of the totzl land arca of the Region
can be categorized as sparsely wooded land and as little as 200,000

hoectares as forested areas, and even these are cf low productivity,

In the cil-exporting countries, the importation of forest
products shculd be ns problem. Given the tree-growing problems of
the Region, the forest, concelved of as a wood~producing area, may
well have little interest. It is much more likely that forestry

eoel
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Trade in Agricultural Products

Trade in agricultural commodities in the ECUA Region as a
whole is relatively unimpcrtant within the framework of overall
cormodity trade. Excluding oil from total trade, however, gives
agricultural trade priue importance, as it becomes a major corl-
ponent cof the Region's trade structure. The share of agricultural
exports in total ECWA trade, excluding oil, was as high as 46 per
cent in the early seventies and is estimated at around 35 per cent
in 1975-76.

The steep rise in the value of oil exports has been reflected
in o significant reduction of the relative importance of agricultural
trade in the ECHA Region's total commodity trade, The share of
agricultural commodity exports in total merchandise exports dropped
from 9 per cent in 1976 tc just about one per cent in 1975-76
(549 million U.S. dollars}. The correspending figures for the
import trade were 25 per cent in 1970 and 17.5 per cent in 1975~
76 (3,258 million U,S. dollars). The reduced relative importance
of agricultural imports is a conscquence of the surge in imports of
nanufactured products. However, fcr the non-oil exporting ECWA

countries, agricultural exports assume considerable importance.

A second characteristic of trade in agricultural comrodities
relates to the uneven distribution of the importance of this trade
amonz the ECWA countries (see table 11). There is a very strong
concentraticn of agricultural exports, while agricultural inports
are distributed more evenly. The Syrian Arab Republic and Irag
together accounted for about two-thirds of total exports in 1976.
With regard to imports, it is noted that the ECWA oil-exporting
countries have substantially increased their share. The position of
the two Yemens has been worsening, both on the export and the import

side.
..0/




as chemical fertilizers, pesticides, improved sceds and farm machinery.
The shortages of fertilizers and pesticides of a fow years ago (1973=75)
have eased, as reflected in considerably lower prices in 1976. However,
higher energy prices and the need to import the bulk of the requirements
of modern agricultural inputs have continued to pose critical financing
problems for the ECWA non-0il exporting countries, particularly the two

Yenens.

The civil disturbances in Lebanon - on important producer of
phosphate fertilizers and consumer of nitrcgenous and potash
fertilizors - greatly disrupted production and reduced the use of

chemical fertilizers.,

Zxcept for potash fertilizers, which are all imported, the
Region has an inportant and proving surplus of nitrogenous and

phosphate fertilizers.

The Region's export trade in agricultural requisites (sce table
10) consists of crude fertilizers, rock phosphates from Jordan, and
manufactured fertilizers, mainly from Kuwait and Lebanon. Significant
export surpluses have occurred only in recent years. A drop in world
market prices of rock pacsphates in 1975 reduced, to some extent,
Jordan's cxport sarnings, while thers continued to be healt 1wy progress

in exports of manufactured fertilizers in 1975,

.l./
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Crop an? livcstock p?b”d”tl”’

As can be seen fron tadbie 2, crop production in 1976 was
11.4 per cent better thar in the previcus year, hut still fell
considerably short of the 1572 recorc harvests, Irag and the
Syrian Arab Republic reported excaellent crop growth (25 per cent
and 13.5 per ceat, respectively}, while in Yenen and Lebanon the
output of crops actually <roppec. Infortunately, the level of
crop output achieved in Iraq and the Syrian frab Republic in 1876
was not maintained in 1977; this led to a reduction of 2.5 per

ent in the resional crop cutput.

The main sources of crop production growth in the ECWA Regicn
was found in fruit arnd vepetables, as well as selected industrial
crops other than vepetable oils. Thoese have exhibited steady growth

over the past yzars and future prospects are ro mlsing.

The recent incracsed ahbtention to livestock problems, and
the considerable investments beins allocated to livestock development
in the ECHL countries, have positively offected rrowth of livestock
production, Investments in o number of projects have been successful
In 1975, the Resion's livestock production was up by 5.4 per cent
as compared to the previocus year, There was a spurt in rrowth of
livestock production in Bahrain (22 per cent) and Kuwait {1 per
cert), and simnificont increases in Iraq, Jorden, Lebanon and the
Syrian Ara> Rzpublic ranqging between 5 ond ¢ per cent. In Oman,

Saudi Arabia and the two Yemens, output stagnated at the 1675 level.,
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Despite o 19 ner cent incrense over the previcus year, 1976

agricultural producticn in Irag was still second best to the 1272

:’.
( )

record year. During the past few years, agricultural policy-makers
have had to sort out a nurber of complex and difficult problens aad
agriculture did not match the hish expoctations formulated in the
early seventies, In Yeien, coriculturzl production suffered a setback
in 1976 after the excellent crop of 1875, whereas in Joerdan production
starmated at the depressed level of 1875. In Denceratic Yenen oubtput
declined slightly between 1675 2nd 1075,

As is well knocwn, heavy damage was inflicted on the asri-
cultural sector by the civil disturbances of 1275-1076 in Lebanon,
Not only were there heavy losses in income, but also o substantial

part ¢of the capitalstock in agriculture was destrcyed.

Food and non-Fcod production

Compared to 1575, both food and non-food crons dil wvery woll
in 1¢76 (see table 2), Part of the increase in food produstion is
to be attributed to intensified effeorts to promote food production.
Non-food crops recovered from the set-baci: in production in 1875 and
a further increase in ocutput is reportzd for 1977. The latter may be
interpreted as a breock-away from the stagnant level of output pre-

vailing since the early scventiss,

!l./
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. CECTCRAL DEVELOPMEYS

A. Agriculture

Total production
The Rezion's agricultural producticn reached an nlletime record
level in 1975 and was 10.5 per cent hisher then in 1975 {(see table 7).
This compnres very favourably with the trend rate of
at 2.5 per cent per annum. The growth achisved during the year 1976
also larpely outstrips the 4.5 to 5 per cent cnnual increase in food
demand in the Region and the srowth ir pepulation,

The high increase in output in 1975 appenrs to have beeon

(D

nainly due to favourable wenther conditions which prevailed over
much of the Rezion. The determining role of the veathsr is further
reflected by the preliminary estimates of the 1677 regivnal asri-
cultural output which, due to less favour:ble weather, is reported
to be down by 5.1 per cent, as cocupared to 1675.

At the national level, record outputs were achieved in Oman,
Qatar, Saudi Arabia and the Syrian Arab Republic. For the fourth
year, out of five years, a remarkable perforrance was rezistered in
the Syrian Arab Republic; production was up by 13.3 mar cent over
1875, In OCman and Saudi Arabiz the growth of preduction was slower,
but was fairly steady over the past years. The considerable
investments being made 2t preseat in thz anricultural scctors of
the Guif countries ausur well for accelerating the pace of ~rowth

of azricul ural production in future years,
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external sources. Of domestic financing, the private sector's share
is expected to be 33.5 per cent, The transport and communications
sector will receive the highest share of investment (3b.8 per cent),
followed by industry (22,2 per cent) - within which the share of
manufacturing is 12.5 per cent « agriculture (14.3 per cent) and

housing (13.1 per cent).

GDP is expected to rise at an average rate of 8.2 per cent

per annun, from YR 5,181 million in the base year to YR 7,671 million
in the terget year {at constant 1975/75 prices). Over the same
period, GNP is to rise from YR 7,751 miilion to YR 10,757 million
or at an anrual rate of 6.8 per cent. Sectoral annual growth
rates are estimated to be 5.5 par cent in agriculture, 11.9 per
cent in industry, 14.4 per cent in construction and 11.3 per cent
in transport and communications. As a result, the share of
agriculture in GDP is expected to drop from 44.5 to 39.2 per cent
and that of industry to increase from 5.8 to 6.9 per cent. Trade,
which occupies the second highest share in GDP, is to grow at

10 per cent per annum with its share risirg from 23.6 to 25.7

per cant,

Domestic scvings are expected to grow at the fast rate of
21.2 per cent, with the result that the YR 300 million negn ive
savings in the base year will be replaced by positive savings

arounting to YR 185 million in the targst year,

The labour force is asstimnted to grow by 8.7 per cent
arnually, with labour productivity rising at an average rate of

5.9 per cent.
.ll/
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Saudl frabia's Second Developnent Plon (1975« LDBO) started in

an atnmosphere of financial abhunZance, 7The Plaa allceations are
large, amounting to SR 435,220 million. Fixed capital investnent
is put at more then SR 318,416 :illion, represeating C‘ovn‘ 32 per
cent of total GDP over the Plan pericd. Anproximately 80 ner cent
of total fixed investment is to be absorbaed by construction pro-
grammes in the fields of industry, elucation, health, tronsport ond

communications, housing and desalination plants.

,\
)
ot

The averase annucl srowth of GDP 1275 merket prices) is

expected tc be 10.2 per cent, accounted for "y an expansion of 13.3
per cent in the non-oil sector, 12.5 per cent in the governuent
sectcr and €.7 per cent in the oil sector, Total GDF will rise
from SR 143,500 million to SR 242,237 million “etween the base year
7“) and the final year (1%80). Desnite the differerce irn anti-
CLpated growch, the respective shares or oil and non-cil sectors
in GDP are not to chonge significantly between “he baose and tarpet
years in view of the overwhelming inmportance of the oil sector at
the cutset of the Plan; o0il will continue to account for more then
20 per cent of CDP. The relative shares of songe componants of the
non-oil sector, however, will show siznificant chanses, such as
construction, the share of which will rise from 25.56 to 33.3 ner
cent, and agriculturc, the sharc of which will dacline froa 8.5
to 4.6 per cent,

HMenpower requircments ars viewsd by the Saudi planners as
the critical constraint on plon implenentatisn. The frowth in
anpower requircnents iz estimated to be at the annual rate of
o

o
Do

per cent, with two-thirds of the increases (estimnted at
500,00G) to be met from abroad,

lol/
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The Five~Year Development Plan (1976—19805 of 295952.1/
envisazes a total investment of JD 7565 million, equivalent to
36;4 per cent of GDP and divided equally bYetwecn the public and
private sectors. Het foreisn financing is estimnted to cover
37 per cent of total investment nceds. ifinins and manufacturing
are expected to absorb 30 per cent of total investment, followed
by transport (15;7 per ccntj, water (12,7 per cent) and asriculture
5.2 per cent. Fixed investment is estimated to rise quickly in the
first two years, to JD 150 and JD 177 million in 1976 and 1377,
respectively, due to the launching of a nurber of large projects
(industrial and infrastructurzl in nature), then to taper off in

the rest of the planning period.

The planned overall ge wth tarzets are set at the averagse
annual rate of 11,9 and 11.5 per cent for GDP and GuP, respectively.gf
Thus, GDP at factor cost and 1975 prices is to rise from JD 250
million in 1675 to JD 508 million in 1980, while GMP will rise from
JD 368 million to 634 million. The cormodity-producing sectors will
grow at 21.1 per cent, raising their share in GDP from 35 per cent
in 1975 to 44 per cent in 1980, while the combined aorowth of the
remaining sectors will be at the annuzl rate of 3.6 per cent, The
fastest growing sector, at the averagze annual rate of 26,2 per cent,
is expectaed to be mining and nanufacturing, the share of whicn in
GDP is expected to rise from 15.6 to 23.3 ber cent over the plan

period, Conversely, the relative shares  of arriculture and construction

ey
]

Relating %o the Has:
The Five-Year Develon

ank only. ({see the Hashemite Kinrdon of Jordan:
At Plon in its First year, in Arabic).,

Real growth realized in 1276 wazs 5 per cent for GDP and 23.6 per cent .
for GHP, reflectin-: the importance of net factor income from abroad,

'I./
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Planned growth in agriculture varies between 4 and 8 per cent.
In contrast, planned growth in industrial and related activities ig
much higher in the majority of countries, particularly in Iraq and
Jordan, with projected growth rates of 33 and 26 per coent, respect-
ively.

Investmen£ is expected to absorb a high percentage of total
output at around 33 per cent in the majority of the countries, with
the public sector accounting for no less than 50 per cent of the
total. This is particularly true in the oil-exporting countries,
where cil is a state-dominated sector and in which the public

investment exceeds, in some instances, 90 per cent of the total.

Information about employment growth targets is made available
in some plans only, and even then the target growth rates (varying
between 2 and 9 per cent) are coﬁfined to anticipated growth in the
labour force and not to growth in employment opportunities;

The Iragi National Development Plan (1976—1986) envisages a
total investment of ID 13,455 million (around 44 per cent of total
GDP), of which ID 12,255, or 91 per cent, is earmerked to the public
sector.;/ Ho firm allocations of financial and other resources to
sectors over the five year period are stated.

1/ The officially released investment programme for 1576 represents
11.1 per cent of the Plan's total investment, of which agriculture,
industry, transport, building =nd services are allocated 19.9, 47.5,
16.2, and 14,3 per cent, respectively.

000/
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Eurobonds issued totalled $1145,3 nmillizn cf which $173.9 rillion

or 15.1 per cent were "lead managed". In addition, the Arab

Company for Tradins Securities (ACTS), which was fermed in Kuwalt,
began operating in 1577, by making 2 secondary market in Kuwaiti

Dinar bonds. Eurobonds have also been issuved in Saudi riyals,

United Arzb Enirates’ dirhams and, more recently, Bahraini dinars.

The period 1975=1977 was also characterized by the emergence
of the Gulf Region as another hanking centre in WVestern Asia., at
the end of 1275, the five Gulf strtes of Bahrain, Kuwoit, Omon, Qater,
and the United Arab Emirates, had 8¢ cumerclal banxks, Py the
middle of 1677 the number had increased to 125, The Unitsd Arad
Emirates witnessed early in 1777 =2 squeeze on the dirhan and the
bankruptqy of two banks, one of them temporarily. Bahrain was
successful in the establishment of "offsihicre hanking unite’ 70BlUs),.
The assets of the OBUs renched $13,500 rillion at the end of
October 1577, cf which 73 per cent were in dollors, 20 per cent
in local currencies, mainly in Saudi riyzls and Kuwaiti dinars
and the balance in European currencies. here were 33 OBUs

operating in the Gulf rezicn at the end of October 1577.

In addition to the abeve, it is important te note the
establishment of two stock markets in the Rericorn; one in Kuwaitl
and the other in Jordon., There are 33 companies o the Kuwait
Exchange; 32 of them Zuwaiti. The Amman Stock Exchonge opensd
cn 1 Janvary 1278, with shares quoted for 33 companies., Compznies
which wish tc be quoted must be 51 per cent Jordarnian-svaed and
rmust be directed by Jordanians. The exchanse autheritiss want
trading and brokerzge cperations to be carrisd cut by companies

rather than by individuals
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Table 6. Percentage CGrowth Rotes of Consumer Price

Indices and Government Expendituras
between 1075 and 1876
Consu;er 1/ Total )

price Hl = govern;ent Ordlna?y

index expenditures expenditures
0il economies
Bzhrain 14.9 64.4 H6.0 30,2
Iraq 10.3 20. ‘o ;..
Kuwait 6.3 35.0 .4 10.8
Oman 2/ cee 4344 17.3 24,9
Qatar 2/ cee 57,0 25.5 57.9
Saudi Arabia 31.6 1n2.6 121.2 116.¢
United Arab Emirates 2/ e 81.5 101.6 653.3
Non=-0il eccnomies
Democratic Yemen 3.1 47.1 cos ces
Jordan 15.0 20.6 6.4 6.0
Syrian Arab Republic 14,7 23.5 73.5 16.0
Yemen 16.5 115.0 43,6 27.8

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

1/ Definad as currency in circulaticn plus demand deposits.

2/ The rise in consumer nrices has been estimated at about 35 per cent
in each of Oman and the United Lrab Emirates. and to have exceeded
20 per cent in Qatar,

..0/
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Comparing rid-1977 figures with that ol 197%, ©

Y

ne growti in

money supply has been slower although still high.

In the non-oil prcducing countries, Ml grew in 1876 at rates
ranging between 21 per cent for Jordan and 116 per cent for Yamen,
with the Syrian Arab Republic at 24 per cent and Democratic Yemen
at 47 per cent. This growth could be mainly explained by increases
in the volume of bank credit to the private and public sectors. In
Jordan and Yemen, the main contributing factor to growth in Ml uAas
the expansion in crodit to the private sector to Tinance the rise
in imports. Credit to finznce the budget deficits was the mzin
factor behind the growth in total money supply in Democratic Yenen
and the Syrian Arabd Republic. In the caose of Yemen, a doubling of
net foreign assets, as a result of large Arab aid, was zlso 2 mzjor
factor behind the increase in total moaey suppiy. Net foreisgn

assets, however, declined by €9 per cent in the Syrian Arab Republic,

Prices and inflation

Consumer prices in the countries of VWestern Asia continued
to rise in 1976 (sce tablzs 6), although at lower rates than in
1975, In the oil-producing countrics, the increases veried in 1976
from 6 per cent in Kuwait to 32 per cent in Saudi Arabin,
Available information indicates that consumer prices declined further
in 1977 in all these countries except in Kuwnit, where they increased
by 9 per cent in mild-1%77, meinly as 2 result of the rise in
governnent ordinary and development expenditurszs, in spite of

measures taken by the monetary zuthorities to contnin inflaticnary

o0/




”

slightly increcsed in Iraq and the Syrian Arab Republic reaching

Lt d

2

24 and 41 per cent, respectively: remained practically unchanged in

Jerdan {66 per cent); and, incroased sharply in Oman, Saudi Arabia

and Yemen, to reach 25, 17 and 57 per cent of GNP in 1676, =8
~pared with 18, 11 ond 34 per cent in 1975, rospectively. Ml

centinued to coastitute the larzest component of the money supply

in most countries of Western Asia, except in Beahrain, Kuwait and

the United Arab Exirates where time and savings deposits constituted,

on the averass, 65 per cent of the total,

The increase in Ml in 1976 cver 1975 ranged between 21
per cent for Iraq and 103 per cent for Saudi Arabiz, followed by
Xuwait (36 per cent), Oman (43 per cent),Qatar (57 per cent),
Bahrain (64 per cent) anc¢ the Jnited Arab Dudirotes (82 per cent).
Available growth rates for GNP, at current market prices, during
the same period were nuch lower, at 17, and 16 per cent for Iraq,

Onan and Saudi Arabia, respectively (see table 1).

The growth in totol ncney supply Mz , in general, and Ml,
in particular, is largely attributable %o the increase in credit to
the private sector, mainly t~ finance rising imports and constructicn
activities. Another contributing factor to the rise in M2 is the
growth in net foreign assets resulting from the large inflow f oll
receipts with<held from current government budzet spending., In the
case of Kuwzit and Oman, however, net foreign 1ssets decreased by
3 and 32 per cent, respectively, during 1976. In Kuwait, the decline
was due tc the increased outlow of funds in the form of aid, loans
and overceas investnents. Uhile in Oman the decline reflects the
drawing down of thesc assets to meet current budzetary expenditures
and the decrease in foreign aid received from go 71.6 million in

1975 to 18.0 million in 1976.
CQ./
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Total centrzal government expenditurses in the oil-producing
countries continued to increase, althouzh at relatively higher rates
than for total revenues, except in the case of Kuwait, In 1976,
government expenditures grew at rates varying between 8 per cent for
Kuwait and 121 per cant for Saudi Arabia l/, with 17 per cent for
Oman, 2% per cent for Abu Dhabi, 30 per cent for Qatar nnd 66 per cent

for Bzhrain.

In the case of Bghrain, Saudi Arabic and Abu Dhabi, the high
rates of increase are mainly attributed to increases in development
outlays, especially on infrastructure. The rise in the remaining
oil=-producing countries is ascribed to increases in ordinary cxpendi
tures incurred to meet the growing dencnds of an expanding public
administration, rising inflaticnary pressures and the resulting
increasss in wages and salarizss of public servants, in addition to
increased spending cn defence, With the exception of Bahrain, Ireq
and Saudi Arabia, ordinary expenditures in the remaining oil-producing
countries contirued to constitute the higher shore of total govern-

nent expenditures in 1976.

In Kuwait, Oman and Qatazr, the rotio of ordinary to total
government expenditure increased, while it showed & sharp decline

in Bahrain and a slight decrease in Irag, Saudi Arabia and Abu Dhabi.

1/ This high rate may be due to excluding in 1975 ths sum of SR 52,504,-
million allccated to government cxpenditures under the 3e
Development Plan.

’
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Table 4.

Compoziti

1

2

<

on of Central Government Revenues in 1976

Bahrain

Dil Revenucos 1/
Indirect taxes =
~Customns Duties
Other Revenues

Democratic Yemen

Direct taxes
-Incone & Profits
tax

Indirect taxes

~Customs Duties

Other Revenues

Iraq

011l Revenues 1/
Direcct taxes =
~Income and Legacy
e 1/
Indirect taxes =
~Customs Duties
Revenues from Govern-
ment Administrative
and Development Plan
Other Revenues

Jordan

Direct taxes
-Income tax
Indirect taxcs
~Customs Duties
Other Revenuszs

Kuwait

01l Revenues 1/
Indirect taxes =~
-Customs Duties
Other Revenues

=
wo -

L) U b
L]
O+

11.5
1.2

{Percentage)

Oman

01if Revenues ,
Direct taxes :-1,
Indirect taxes =
~Customs Duties
Other Revenues

Qatar
0il Revenues
Other Revenues

Saudi Arabia
01l Revenues
Other Hevenues

Syrisn Arab Republic
Direct taxes

~-Income tax

Indirect taxes

- Customs Duties
Revenues from Public
Enterprises

Other Revznues

éEE_Dhabi

0il Revenues 1/
Indirect taxes <
Other Revenues

Yemen

e
RE] ) - "
Direct taxes

-income and Profits tax

Indirect taxes
~Customs Duties
Revenues from Govern-
ment Enterprises
Other Kevenues

\O .

NMOWwoo
-
WW BWo

Source: Unite

compiled from national and international sources.

1/ Excluding revenues from oil.

et

ilations Econonic Commission for Western Asia, based on data
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the Syrian Arab Republic tol25 per cent of GDP in Jordan. Wyith the
exception of Yemen, expenditure on coasumption declined between
1975 and 1976 in the non=oil countries for which data were available.
The ratios of capital formaticn to GDP in the ¢il and non-oil countrics

showed 2 significant rise over the same pericd.,

TIn the nojority of the ccuntrl: reviewad, the ratio of imports
to GDP was botween 31 and 51 per cent, with 2 alnlmum of 22 per cent
(Kuwalt) and a maxinum of 115 per cent (Jordon). The latter depicts
an extreme casc of depandence on iriports. The relative share of
imports dropped in the Syrien Arzhb Republic, the two Yemens, and
Abu Dhabi.

Unlike imports, exports varied drametically in significance
between the two mzjor sub=sroups (oil and non-0il countries). The
share of exports in GDP stood at 49.7 per cent in Jordan, 7.7 per
cent in Yemen in 1976, and at 7.5 per cent in Democratic Yemen. L/
The heavy vbpﬁndence on oil exports in the cil economies is indicated

by their exports® large share in total output which exceeded two thlPdS.

The savings efforts in the Rezion display a marked contrast
between the two sub-sroups. Demestic savings range from high
proporticns of GDP in the oil-producing countries to negative rates
in the non-cil economies, as in the case of the two Yemens and
Jordan. The domestic savings ratio appears to have ceclined in the
cil countries, except Oman, anc to have improved in each of Jordan,

Syria and Democratic Yenen.

1/ This figure reclates to 1975.

-0'/




Table 2,

8

L/

Structura of Gress Domestic Product~ ,1975-1276

14 4o 1
{Percentage sha

re cf GDP)

Country Apgri- Mining 0il Manu-  Cons=  Transe Trade All ;
culture and factu~ truc- port & others =
Quarry- ring tion Cormunie
ing cations

Democratic Yemen 3/

1975 22.9 T.4= 6.5 8.4 i7, 35.7
Iraq

13975 7.5 57.6 57.4 6.9 2.3 4,0 4, 7.7

1976 7.6 54,0 53.4 7.1 7.8 4,7 4, 14.5
Jordan (East Bank) , ,

1975 9.7 18.1 5.0 9.2 15, 4C.7

1976 10.1 18.4 7.0 10.1 15, 39.2
Kuwait o _

1974/75 0.2 77.2 4,6 0.6 1.9 4, 11.5

1975/76 0.3 76.0 5.0 0.9 2.6 5.3 15.%
Oman ,

1975 2.4 64,1 0.3 12.1 3.2 5. 11.

1976 2.6 63.0 0.4 12.0 3.1 5. 12.9
Saudi Arabia :

1675 1.0 77.9 4.2 3.5 2.6 2 Te7
Syrian Arab Republic 4/

1975 19.3 23.317 5.8 T4 13, 25.7

1976 22.1 22l 7.1 5.0 15, 23.2
Yemen 4y

197471975 52.2 5.6z7 3.9 3.1 13. 16.8

197571976 44,5 5.6~ 4.4 2.5 23. 13.8
United Arab Emirates

(Abu Dhabi ) o . .

1975 0.0 73.6 0.2 2.4 2.4 4,5  10.9

1976 0.0 66.4 0.5 7.2 3.5 6.1 15.2
Source: United Nations Economic Cormission for Western Asia,

bazed on national and international sources.
Note: See footnotes 1,2, and 3 of tzble 1,

1/ Lt current factor cost for Democratic Yemen,

Iraq, Jeordan, Szudi Arabiz an:

Ibu Dhabi, and at market prices for the remnining countries.,

2/ Housing represents o

rclatively high share in the oil countries.

3/ Excluding the BP refincry.

4/ Including electricity and water,

to.ll

~
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For the non-cil exporting group, information at constant priges

for the period under review is available for Jordan, the Syrian Arab

Republic and Yemen. GDP at factor cost for the first two countries

grew in 1976 by 5.0 and 6.2 per cent, respectively; thus, in both
cases, falling below the growth envisaged in the two countries’
respective development plans.E/ However, because of the significant
increase recorded in indirect taxes in Jordan, the growth rate of
GDP at market prices was more than double that at factor cost, reach-
ing 11.8 per cent. GDP at market prices increased by 8.4 and 3.0

per cent, respectively, in the Syrian Arab Republic and Yemen.

When viewed in terms of GNP growth, the performance improves
significantly in both Jordan and Yemen, rising to 23.6 and 15.6
per cent, respectively., These much higher rates demonstrate the

importance of factor income inflows for both countries.

This same phenomenon exists in the oil-producing countries.
Investment income from abroad is growing rapidly in the oilwrich
countries, specially in Kuwait and Saudi Arabia 2/. On the other
hand, repatriated income from labour, multinztional companies, and
foreign firms operating in these countries works in the opposite
direction; The net effect of these developments has been to raise
the ratio of GNP toGDP in Kuwait from 91 per cent to lC? per cent,

and in Saudi Arebia from 82.9 to 97.2 per cent between 1974 and 1975.

1/
2/

See Section I-H belcw,

Investment income in Saudi Arabia totalled $3800 million in 1976
and was estimcted at $4600 million in 1977. In Kuwait, investment
income amounted to $1403 million in 1976. {See Middle East
Economic Digest, 29 July 1977).

-00/




I. MACRO-ECONOMIC INDICATCRS

Growth cf Output
The economic performance of the ECWA Region, during the period

under review, was moderate, as compared with the achievements of the
immediately preceding years which witnessed sharp rises in the price
of oil. Available information indicates that growth between 1975 and
1976, in current prices, varied between a minimum of 8 per cent (Oman)
and a maximum of 33 per cent (Abu Dhabi), with most growth rates fall=-

ing between 15 and 22 per cent (see table 1).

In most countries, the growth in GDP was accounted for by growth
in all the production sectors, although the rates of growth varied
considerably between sectors and among countries. Kuwait was a notable
exception, however, as value added in the oil sector declined by 13.8
per cent and GDP fell by 5 per cent in 1975/76. Available data make
it possible to review real growth performance in only five countries

( two major oil-producers and three non-oil producers Yo

In both Irag and Saudi Arabia, although economic activity
remained comparatively strong, some slackening was observed, with the
result that real GDP at factor cost grew by only 7.4 and 7.8 per cent,
respectively. In Saudi frabia,a minimal growth of one per cent in the
0il sector resulted in the decrease of its share in GDP, at constent
prices, from 53 per cent in 1975 t> 50 per cent in 1976. This develop=-
ment was partially compensated by the impressive growth in bo'hn the
private non-cil sector (16.3 per cent) and the public sector (11.9
per cent}. In Irag, the commodity=-producing sector recorded a 6 per
cent growth, as compared with 13 and 10 per cent, respectively, in the
distribution and services sectors. Again the slight growth in the oil
sector depressed its share in GDP to 53.4 per cent from its 1975 level
of 57.4 per cent.l/

Based on data at current prices.
.l./




considerable nortion of oil surpluses are invested in United States
securities, the depreciation of the doller vis~dwvis the major
currencies represented a serious erosion in the purchesing power cof the
dollar-denominated financial assets and future oil revenuss of the oil

exporters.

Within such a world fremework, the ECYA Region provided a major
stimulus to the international eccnomy. It offered the most rapidly
expanding market for capital, technology and consumer goods, relative to
pcpulation size. Its surplus members have maintained their role as major
aid donors and their performance in this respect in relation to their
incomes was by far superior tc that of the developed countries. L/
Furthermore, the manner in which they have manzged their financial sur=
pluses has been a najor stabilizing factor in the turbulent international

noney and exchange marksts.

The analysis that follows deals with econcmic and social develop-
ments in the ECWA Region during 1976-1¢77. In some cases, however, it is
limited to earlier years due to the unavailability of relisble data. As
the time element of project initiaticn, the stats of work in prozress,
and work finished are not zlways clearly definable, the trznsport and
agricultural sectors are surveyed from a broader time base and are often

projected tcward a post-1977 time horizon.

l/ For example, concessional assistance provided by Iraq, Kuwnlt, Qatar,
Saudi Arcbia and the United Arab Emirates in 1976 represented 0.60,
3.23, 7.40, 5.77 and 10.23 per cent of their respective GNP, compared
with an average of 0.33 per cent for all the members of the
Develepment Assistance Committee (DAC). See Orzanizotion for Economic
Cooperation and Development, Development Cooperaticn 1977 Review.

e o0y




DH
1D
JD
RO
Sp
SR
YD
YR
OBUs

U.S.

ABBREVIATIONS

Not available

Nil or negligible
Dirham

Iragi dinar
Jordanian dinar
Onani riyal

Syrian pound

Saudi Arabian riyal
Yemeni dinar
Yemenl riyal
Offshore banking Units

United States.
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