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"LE PROSPETTIVE DELLA COOPERAZIONE ECONOHICA FRA L' INDUSTRIA ITALIAN A 
E I PAESI ARABI" 

· IPAL~IO/Universita di Calabria, Cetraro, 12-14/VII/1974 

programma del convegno 
Abdulnour,Khaled: "Developnent objectives of Arab countries, Hith special 
reference to industrial developnent" 
Al Hay, Sabbah: "Investment channels in the Arab Horld" 
Assabi, Aiad: "Li bia" 
Kachachi, Sabah: "Industrial planning in Iraq; industrial developnent and 
projects" 
Hakdisi, Samir: "Arab oil revenues: some domestic and international policy 
aspects n 
Holctar,Hadj Ali: "Piano di sviluppo industriale in Tunisia" 
Sallouta, Abdalla:h: "Highlights on industrial developnent in the Syrian 
Arab Republic" 
Terzian, Zaven Bedros: "La cooperation petrochimique Italo-Arabe" 
"Developnent of the Libyan economy. A review and outlook" 
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CONVEGN0 UNIVERSITA' DELLA CALABRIA-IPALl\IIO . ============================================· 

"Le prospettive della cooperazione economica fra 1 '·Industria· 
italiana e i paesi arabi" 

_Programma 

ore 9.30 

ore 9.45 

ore 10.00 

ore 10.30 

di venerdi 12 luglio (Sala Grand Hotel,_ s.Michele 

di Cetraro) 

Saluto del Prof. Nino Andreatta, rettore dell ''Uni­

versita della Calabria 

Saluto-di Giampaolo Calchi Novati, direttore dell'IPALl\IIO 

Relazione di Samir Makdisi 0 American University di 

Beirut, consulente dell 'OPEC, sul tema: "Arab Oil 

Surpluses, Domestic and International. Policy Aspects" 

(Aspetti di politica interna e internazionale degli 

arabo-dollari) 

Relazione di K.K. Abdulnour, capo divisione della 

programmazione e del coordinamento dei progetti' dell' In- --c.. 

ore 11'. 00 

ore 11.15 

ore 12.30 

ore 13.00 

dustrial Development Center for Arab States_, Cairo, 

. sul tema: "Arab Development Plans with Emphasis on 

Manufacturing ·Industry" (I pian·i di sviluppo dei paesi 
' 

arabi con speciale riferimento all •:industria manufat-

turiera) 

Coffee-Break 

Dibatti to sulle relazioni Makdisi e Abdulnour 

Relazione di Sabbah Al. Hay, Direttore del Center for 

Economic_, Financial and Social Research and· Doeumen-. 

_tat ion, redattore. capo dell a· rivista ,;The ·Arab Economist",, 

Beirut, sul tema: ,"Financial Channels for Investments 

in the Arab world" (I_ canali finanziari, per gli investi~­

menti ilel mondo arabo) . 
' : .. : 
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ore 16. 15 

ore 16.30 

ore 17.30 

ore 18.00 

ore 18.30 

Saluto del reappresentante della Regione Calabria 

Dibattito sulla relazione Al Hay 

·Relazione di Abdallah Salouta, vice-ministro della 
' Industria, Damasco, sul tema: "Highlights on industrial 

development in the Syrian Arab Republic" (Gli aspetti 

fondamentali dello sviluppo industriale nella Repub­

blica Araba Siriana) 

Relazione di Sabah Kachachi, direttore generale del 

Dipartimento Industriale del Ministero della Piani-

ficazione, Bagda; sul 

and Projects in Iraq" 

in Iraq) 

• 
tema: "Industrial Development 

(Sviluppo e progetti industriali 
' 

Dibattito sulle relazionb di Salouta e Kachachi . . , 
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COHVEGNO UNIVERSITA' DELLA CALABRIA - IPALMO 
==:::=======:.:=============================== 

"Le prospettive di cooperazione economica fra l'industria italiana e i 
paesi arabi" 

Pror:ranma di sa'bato 13 luglio 
Mattin3. (Sala G:~and Hotel S.Michele di Cetraro) 

9.30 Relaz:.one di Z.B.Terzian, redattore capo della rivista "Le pe 
trole et le ga~·. arabes", collaboratore dell' Arab Petroleum Re­
search Center, Beirut, sul tema: "Le prospettive di cooperazione 
economica fra paesi arabi e. industria i taliana nel sett ore del · 
la petrolchimie:a" 

ore 10.oo Dibattito sulla relazione Terzian 
ere 11.>0 Coff~e Break 

ore 11.2.0 Relazioni di Omar Grine, Segretario generale dell'Arab Iron and. 
Steel Union, Algeri, rispettivamente sui temi: "The Development­
of the Arab Iron and.Steel Industry up to the Year 2000" (Lo s 
sviluppo della industria araba del ferro e dell'acciaio fino al 
2000) e "Possibilities of Industrial Cooperation between Italy 
§ll)lllthn Arab Cm:mtries: Case of. the Steel Industry "(Possibilita 
di cooperaziorie; ind.us'triale fra 1 'Italia e i paesi .a:rabi: il .­
caso 1lell 'indm;tria siderurgica) 

O':'e 12.20 Dibat·;i to sulle, relazioni Grine . 

)?.,meriggio (Universita della Calabria, Arcavacata di Rende) 

ore 16.oo Relazione di Gj_an Paolo Casadio dell'Universita di Bologna sul 
tema: "La diplomazia italiana del petrolio" 

i:r:e 18.oo 

Interventi di It.Prodi, "Politica di collaborazione imdustriale 
fra l'Italia e i paesi arabi?;A.Saba, "Progetti integrati di 
sviluppo e l'enperienza italiana~ ;V.Nesci, "L'attivita del Fi!! 
africa per la c:ooperazione fra 1 'It alia e i paesi arabi" e di 
F.P.Sgarro "La riapertura del Canale di Suez" (9G:uelk 
Dibat-tito - ~ 

JLle ore 19.30 all'Hotel Europa di Oosenza ai partecipanti al Convegno, 
sar~ offerto un_cocktail dalla Societa Italiana Resine 

I 1omenica 14 lug:tio i lavori proseguiranno nella Sala del Grand Hotel 
f .Michele con 1,, relazioni di A.Azza:D:ii., M.Jalal e H.Mokhtar rispettiv~ 
r:ente sui proge ;ti di svi.luppo industriale della Libia, dell' Arabia Sa~-. . ~----

di ta t dell a Tun.isia 

\ 

-............. _ . 
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1}/JOLJ LAfuU/( . . -~--~ ------ --------- --- ---·----------­
------ -----

l!l,troduc~! ... ?-L 

Developm~nt Oh~ectives of. 

Arab Countries 

t~lit;h Spec:i.al nefercnce ts 
I.ndust-rinl. Dcvolo•)meni:. 

_,._..._~.._,._.--.w-..,~-'-"0 ...... _ 

l• The ;fucts rovoaled by this paper ill'O based on th0 data r:upplied by the 

. /-......... --------- ··•·· 
develOpmE;nt plans of some· Arab countries.( 1fhese are tt.'!!::~nty···coui1t.t.b3-a ( 

.. . . . . ...__ 
memb.;r-s of the Arab 1etct.g;ue, but the present stud~ u11.:. cover only ____ ,._ 
. _""'-.-.,._------· ·····- ·-·· ----~-- .. ··----·-·-·---~~ - . 

thirteen countd.os l-Jilioh huv·e vublished plar.1>•'V\10ntion should ha 
'... -~ __ .,_.,.-. -->-· "'"" -- -~ •• ··~ •• .:....-.-'-~ • 

mado of the fact tJ'H\t t.h0 star-t.ing du.t0B and rlure.t~.ons of the plans 

dlff<lrf hot;ever all c;f them x~ end bottl<'.en 197iJ. and 19'?7• 
/ 

{U'L 
I lfould not lika "to disappoint you by saying tha·~ ·i;hfsx- dn.ia :~ nc.1t 

~. \-,' .'j ,., ,, c 
va.lue.ble as ~=:C·t;;;>,s a yer:u:• u.go 9 :1?<.1:r' most of t.he p1a.t!;G t:rerf~ fol ... i·nulat9d 

du.:ring lat.e sixt:1.es or carl~r seventies, he11r;!e they diU not take into 

vJL~c:~-~~~ok·~-~~\~O.i~. t:_e _J:_a:.t ... :'".?}~~:~:.r;;:~·:;;:,:~~;:;--·~~~~·~;''''"· 
and the i.n.t'J.atiou:r suffered by the Hl!ole ltol·ld and po.rr.icula:oly r"Crisis 

j 
l by 'the ind.u.otriaJ. couutritHl ~.spc:c:lally \le::::;ter.u ·Bur oF:; 

1
and. the Uni tcd. 

' . ~-·· ,A j "/ '" 
'
{ 

St~ntesl ~¥ould. have Gcrto.inl;v affected - citlH;;r positively or negatively 

. \ 

t!ucine coun·t:ries enjoyed .immr::11~1e i::.J:x1 ~~ases in their incomes, othcl" Arab 
" 

non-oil produci.ng countrie>s e.1'c co.nfron·~cd wj.th mnny difficulti•%< in 

\ ex.ocutlng their jll.::u1s duo to the e;rist.enca":l of v<:a"ioun 
" .. {!~1 !'"!'."""'"'}\".::;,...._ 

~a~Y ... }u"f!}i.Xl-~.:t.i·on of f ixsd. ea pi tal formation resulted f:::·om 

' ! . 
' ; 
i 
i 

I 

~t~k::~~~-:c:.~~-<~--'~~--
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prices of equipment and lnte:!.".mediate ma·terials imp;)rtarl. from industrial 

countl'ies. 

~\ 

\ 
Furthermore, the execution of the plans wi!l also be affllcted by the 

i determination of the developing countries to ac.fJieve an:.oquitable share 
I 

1 
< in international division of labour a matter 11hich vtas approved~ by the 

I internati anal soci e_ty during tho Spe,;:l.al Session of the urr General 

l Assembly in uhich a declaration was issued concerning the establishment 
'\· c~,.. 
- ot'(i-Jew international econo!llic syst<lm. Finally tire nov1 situation adopted 

' 

\ hy the European countries aiming at strengthening cooperation botlrteen 

\ them solves and Ai'ab countries wilJ. also affect. the implementation of the [ 

J
' . --~~-~-~.._ ... ~----····"-·" .... ""'-·-'"•''''".,..;._,..,.....t .. 

plans. ~----- .. -----"'"'~'"'""~-·---,---- .,.. -·--""'··--···--··------.... .,_"~.-...-~~- _.,_. ,.,..._, '~ ,.,..,..,~ __ ,.. . 
--~-~··-··· --·-··---~---.--- -- -~-. 

I 
3• The present paper v1il1 discuss the pla'lr.wd rates of grNii;h in Arnb 

countries, the importall!;o and the structure of the mMuf~eturing sectol' 

in the Arab e-:>onomies, and the basis of Arab guropean co-operation. 

Planned Rates of Gro~ 

4. The UN has recommended that developing countr:les l:lh;,uld achieve· an aver:.ge 

annual groHth ·rate of 6'" in gross domestic product duri:lg the fir;;t lwlf of 

1970's (second development docmle). Six Ars.b countries ncmely, Jol'dan, Tunisi01, 

Sudan, Syria, r~gyr)t, and Harocco are pl.eu1ning to maintain 5o 7-8% average 

rate of t;;r<:lwth in GDP. \1!-dlc Lebanon and other Aro.b oil producing countries 

l namely Algeria, Saudi Arabia, Iraq, Ku~JaH m:d Libya attempt to achieve a 9/& 

l~ato of grc:·tth in their GDP9 HoHever, the prosent and future ch~u1go:s in 

the px•icea of _ol.L uould enable tht:;; Ar'ah o:ll }.Jl"Oduci.ng -=:-oun.tr:i.es to ~_,_chieve 

much l~ie;hcr rates of gro1.rthtf io e. as r:1uch as t•,n.ce their ;;lannsd :ttates(l 
' . ··;'_; .. , .... ~, c,-_,._,~..,_,. . .,....."""""'·' .. ~·''~ ,.,___ ~.- -<.-~•'"'-·•-~·'·~·- '· ··-oc·<"•-;\ i 

rrho, actual reel ized rat.(}$':; of gro':lth d.uring mid seventies rarlg0d be-~\'lf.:en 159~ ! 
-~in ~lbya~ 5 .. 5 - 7 .. 6~:5 in Alge.Lio.{l S6rdan, Syx·iall rrunisiat; <lbout Lr .. 7)b in 

i 
I 

' I 
i 

/ 

- ! 
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Lebanon. Ku11rrd.t 1md J.lorocco. ~1hUe it diet not - for u vadety of l 
\ reasons - Hxccod 3• G j,u B,;;ypt, 2. 8 in Iraq and 2 .lf in Sudan. \ r-----··-----.. ---·~·-·····'-"''~~---· .. ·~-~----·--...................... .,, ______________ ,,,, .... ----·---· 

product by 4-6;'!. in oll the counti'ies except Hoi'occo whore ';;he rate 

grou by a minimum 1·uto of lt;~ onnualJ.y. Host of tllo IU'ab countries 
, t·-...;.~-N....-nw---~----<'.4"'>"~''-, ,._,,,~ • .,., ,.....,., .. ,,,,~_, .... ,-~~-"'•'"''"'~0---'•••._,-_,,__,.~<"'-.... ~;-'-::' 

ut'c.er;;pt ·to maintain Bimil<~.r rli!.tez.( \1!1ilo lrHq, Smlan0 Km1n:i. t, Rnd i 
~-"'"'""~'----····--·--·'''"·~->-~- ~--~ , ... ,._,: ~ '-~·-·-· 

.. ··'"' -- ·-·1 .,,_ I ' 

(,-'? LibyB, planning to muinto.in 8Qa;:;t 4 .. 1})~ 11 11.375 and 12CI~i 1 .. aten ot groHth 
I ---- ~--··- -·--. - -·--·--'··-. ,.. ~- ---.-~-.-.,,._,",_.,,~,.-.. ·"-'· ., ... , .. ·,·.··--··-<·-"'-'-'"'~.,_,,,,_..,. .· ·~""' 

\ ..... respectively .. \'"~/-\t:,·· the s:atac ·Gime in order for Norocco, __ , ----·--........ .,_, ... ____ ,) 
~ 

Al[~r~r.I a. to diver.· sHy their 0conomy. they plmu:iodonly 2.8;5 ;;rcmth rute 

:t-n a[.Y.'i.cul tur~: { lloHii)V'ert one must t.akc :into 
----~--- -~., ... ,.,._ --.,,.; 

\ door;; not mean a doe line in the i::,portrulca of. ag:ricul tux~e in. the econom5.es _ 
) . r 

i o.:f" th.c above· 3 count:s~ies, since this r>oc tor had g:rot1n b.J G,:b in Horocco 0 

,,/ and 11. '(5,;; in Alacda during the mid s:lxtil.ls. so it ttill only do<acaU<> 1 
f\ j 

'l .... ~ •'~'"'~'<'<-'-""" 
' in l."elativ-... i·t·"or-t-~I!l,....e ~--·-,.,.~:'~""'"''""-~",.. J • ~ V !i ,f;-' . ~ - ·• • ,..,,,.,~~,_~.,_.,;-,,".""'"'·~"'r"·~ ,,-."""'o;.-":-o:-"~"-¥·'·~"''-
J.. . ...-·"'·-'-'-"'',.,_ ... , __ ,___ .~,- .,-.,_. -· .,,.-"' ...... , ., -~·'-"""·''-''='·"1'·"-"'"'..,._. __ ,..._~,.:-'-" "~~c "-"''·"'·"'"-"'·,e>.,-~·J-:;,.,,, 

6. The UN has r.cconmcn<led <m 8), rumual ~;rm1tll l:'c;.te in the :wrlustrial 

s ,,.et ox• ~~~~h--~·;· .·~~~ :; ~~~=~~···~-~;:e ... t:.~~-~:~~~:·~-~~~~~::o;:~~;i.:.o1' .. :;;;:·_:::~-) 
The data l"cveo.ln that all t,he Arab countricn airn at highe;:- r·t.~tcs of 

f '···-·· 
20~1 re~~pectively~; _/ Howevel~~ the actual rotes cf sro~-;th x·eu.li~:cH.l in ·the 

~ .. ,,._"'""'''•• 

J manufacturing t":l00tor dUl"int; ·~he lut;e si~i ties Hox·c as f'ollour;g }o 5-::;;:b 
• 
~ in Eg~rpt,; Alecrin i-'Icm-occo ~~nd Lob[J.nou"" ?-Si?; in Sud.?J:l. Syr:if~, Jordun 
1 
\ 
I 
I 
! 

i 
J 
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7. The plans also ai.m at tncreasing the per capita manufacturing 

output, it ~.rill amount to ;t ).30 in Suclan, % 38 in Jordan, $ 45 in 

Iraq, :;'( 51-57 in Tunisia, Egypt. and Horocco, 1 60-66 % in Li,bya, 

(i ,:--_,. ./'~./' 

• j. _) \ ,__,-_,. _ _.,. 

,...r--.._ 
Algeria, Saudi 1\rabia, 1 89 in Syria, and % 152 in I<uwait. /The·\ 

~...,.,,., ' - ···-"~. _ .... ,.. ·-· .. , .... _,_ .. __ -.~ ..,. ...... ~---· --~....,.--"~ ......... ' ~-----..... --...,. ---·--~~--_.....,,., .. ,.,.,.,._,.,.,,...,, '. -~-r .. arinual :i"'ates of gro¥.rth will range be6ieen 1 % in r:uwait to 1!!\~; 

I in Libya, ~vhile i'c vlill amount to 5% in I1orocco, 6% in Lebanon\ 

\ and Egypt, 10% in Jordon, Tuni si. a ~~<1--~J:"~q __ I..~~-- ~~ .. L.'_~_qeri a, Suda~;/ 
\...._and Syria and 15% in Saudi l;rabia. 1, If 1·1e compare the total value' \ 

·-------. .• _ _.-·--·L--~-; .......... --. ¥-·"-~~--------~---~~~ __ , __ ....,.. __ ,__ - - .. -- -·•-" ~ 
of t.ho manufacturing output in the .7\rab countries as a grouP c>.t 

the begenning of their plans ( % 4323 roil. ) to its projected 

value. after execution of the plans ( lif 6818 rnil. ) , '"e find that 

it is projected to t]ro~r by 57.7%. 

I 
a/ The U.N. recornmandntions stress i.:hat in order for the developin<;J 

' 
countries to achieve the above mentioned recornmanded ro.tes of 
/ 

/grmvth, domestic less than 20% o·f GTJP .': 
·i 
/ The plans reveal 

saving must constitute not 

that the projected rate of saving in non oil 
; 

·/ , producing hrab countries will &:ount to only 8~ ... ~~ su_d':X:~.-!:~:::~~,:-...... . 

\. 

/ .' ~n .,!'<JXE'b ... .J:ordqn andSy:r;!p. __ a::~ .. 3.~~-~~!:.2:.t::;i.::~:~J:~I vJhile lt I;ill reach / 
· ! 2Bii in. Iraq and 4-1% in Libva. 'rhe rapid increase in oil prices t · 

( ~~ve certainly affected th: above rat~"s, hO\·reynx ,,.,no .. information is\ 
~ / ! ~--- .. -· ·····- ... . . --··- - --~~ ---- ' - ··--·~--:-·----

~v.aflab.J:e concerning .. the_ne>·J. rates A The. projecte0 rates of gross / .. ........ . ............. -···'" .. ·-... - '" ' 
investment ,.,hich ecmal the ra-tes of fixed· capital formation ranqe• 

•! ' - t-. 
(bet\.;e;jn lF; in c•Udan and 36% in lUgeria. Emvever, gross domGstio 

.!Isa~ir{gs vrill constitute only 53-60% of gross donGstic fixed c.aplt'al 

\ 
'· 

....... : . . } ' 

/ fo:~;fuaU.on in Jordan and Yemen Democratic Republic, 71-79% i.n Sudan and 
Tu~isia <.wd !34-92~ in Syrie~ and f:qyr.>t. 'Ti;;;~,;;;t:~;~~l;~-;;-·tl;~--;;~--;~t6~-~~i1i ___ _ 

....... / .... ,._.,._ ........ --~-.-~·-------·-·---,-----·-~·-. ___ , .. -~· - - ·-·· .... ~- '--·--· . 

fitend to decrease as a result of the increase in the prices of·-·th•~ · .Y/ \ .___. ... 
{X equipment and intermediate goods imp<Jrted fro;;-, industrial count:ties. 

/'\ L 
11 i / 

I / 
I I 

·. ~-
·, \ 

\, 
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9. Developing countries in general are characterized by the 

snall contribution of the industrial sector in GDP, '1-rhile the 

contribution of the industrial sector amounts to 18% of GDP in 

developing countries lt amounts to 31% in develpped countries. 

The available data reveal that in the second half of 1960's the 

contribution of the industrial sector in GDP in the ll.rab countries 

taken as a group, ~~as less than 18\'i, it vas a.s· lo•.-r as 2-4% in. 

'Libya and r:uwait, 8-10% in Jordan, Sudan, Iraq and l'lgeria, 13.,;15% 

in Lebanon, Tunisia, Horocco and Syria, whi.le Ecryt>t '·las the only. 

country among the l,rab countries to achieve th 18%. HoNever, the 

plans indicate that ~?hi le after the mcecution of the plans, libya, 

Kmrait, Sudc>.n and Syrla "'i.ll still maintain the same rates, the rest of tl 

of the Arab countries Hill achieve higher rates; Iraq, Tunisia and 

Jordan ~lill ma.i.ntain 12-13%, r-iorocco, 19% and Algeria and Eo,ypt 22%. 
0 

io. HoHever,a better indication of the importance of the i.ndustrial 

i sector ln any economy is its cont.ribution in the total product.5.on' 

of the cornmodt ty sectors. l\1 though this n1easurement did not 

necessarily indicate the degree of industrial development achieved 

in the country, it gives quite a reliable indicator about the degree 

of industrialggrowth, hence this measurement ~•as taken by the l·iorld 

Bank to classify countries according to their degree of industriali­

zation. The classification goes e.s follo1-1s: Countries are considered 

non industrialized !vhere the contribut.ion of the industrial sector 

: is.-'less than 20%, ~.ndustrializing where the contribution is 20-40% 
I . 

semi-industrialized ~/here the contribution is #..0;--•50%-, and wiwn the 

contribution ls more than 60%, the country is considered lndustri-

' alized.- .Applyi-!"lg this 1~1.easurement t.o the f\~rab countries under 

·study indicate that l!.ibya,. I<u,·rai t, Sudan. and Iraq l'jre non h,dustr~-
- . ' ~ ' 

al:i.zed countr.ies, \where .. the contribution of the industrial sector! 
~-~--~~ ...... -... ___ .,...__,__/ •. '· " .~--n~.~-.,---·• •• ·-•'•" ......... ~~-,_,.n_,t<>) 

\s 3, :"5'-7 ,· 15 and 17% respectlve1:_r· ·Algeria, I·lorocco, JcJrdan "''"·'-; 

"~~-"""-- ----~.-~ ........ - ...... .,.,.,,_,.,,.,~-~-~' '-'-~--~---~·-·· -· .-;• . 

'· .:·, 
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~unisiu, and SyTia aro indtlstrializing countries Hith 250 26, 31, 35. 37 

pcrccntr,go contr.i.!Jution. Only Et,';Jpt and Lebanon arc semi industrializing 

eount:d.es Hit.'l 4:tJj, 5J5$ x·cspcctivcly. l!ot;evor. tlftcr the execution of the 

plans 0 Iraq :-:ill be an inch:strializ:tng ccunti'y, Jordan. Algcr.i.a, Sy:da 

and t'lorocco ~;11:! be semi indu:;;triaUzed. While the l"tnnaining countries. in 

spite •Jf tho iuox·<:ase in tl!o contribution of "~ho :l.ndu:;;trial scctot', l"iill 

sustain i:hei.r provious posiM.on :l.n the· above rn<mt5.vned classification. 

Uo 'l.'he sti•..t<.ri;ui"O" of the Psab inductriul sector i$ characteri:;od by tho 

wide provnlouco of cvnsumo'-• industri0s• where Hs proportion to the "~Otal 

l.ibya, 



:"_\ 

I' 

./ 
I 

I 
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Thq above ~1as a general vie;J of the px•esent and future situation of the 

industrial sector, hot1evor in the follovling section>' ;1e •till try to go 

deeper and analyse the main branches of the industrial sector in the 

Arab countries. 

12. Consumer Industries 

12·1 Tlle main structural characteristics o£ consutuer industries in the, 

Arab countries, viet~ed as a t•thole - with the e:weption of Km1ai t, is that 

c:'i'~ food, beverage and tobacco industry is the rJost; important branch, it 
•' . . . ,. __ , ___ ·~----'""-""'"'""~-'"""--' ' 

"~~~~~~:.:. ~·or 30. 57-' of the tota"l' ~a~~.:.r•;~~~~i~g .o\l~Puh Jaeain<Jt 25;-:.~i-n .... ~~ ~J 
f --'-' ·-··--·~-' -. .... , ---~-,_.,_...,...,_ .. _,~,·-'"""·'•···'--- . - / 

\.developing; countries in .general and 10. 7;:1, in advanced countries/ The 
•, ... ,..., __ , .. ,c:, •. ,_.. •" _ .. _,._, _:·. . • ·-·-.--··~•· •. -.--.·---·-·-·::.-·•····· ~--· . '·-.···--···~-~----•. ~ •. ,-:·,':;~·~.f 

relative importance of thic branch ranges bct11een 20/~ :l.n Egyp·t to 63% in 

r,ibya. Ho<Lver most i\rab countri.es· are aiming a·i; decreasing the relati'!e 

importance of this i!lldustry, 
.---··- -;-~ .. ...,.,.._,,~,- ... -.--~-.,··-· 

. P-~-~---,__.,.~,.,__..,._, __ 

p_a.?=:.~~-?_u}arly in Tunisiu and Libya!'vrhere it ? 
··--·-··-·-.... -";-.·•--<·---- ----~_, ................. -~-,...--~~-----.-.. ) l 1'/ 

will decline from 48;~ to 28i'b and from 63ib 'Go 32·51[, l'GSpecU.vcl,.Y• .. ·e""'' 
"•~ .•. ,_, __ _, . ..,......,...,..._,..,.~~- '"'""~'''-"'~>~"""'"'~""-~',.,_"·'---•<;.w"''·'·'-~-·o.:---m•>"""'"~--~--. ·--·' - -, ,-.- .,., .. , ·~:"•"' 

· .12.2 Toxl;iles, made up textile goods and leather industries are the 

second largest group; theiv relative importance nmounts to 22.<'l9/G of tho · 

total manufacturing ou:tput of the Arab cou~~~:~~~\agalnStTa:4;.~-i;.;-d;;:;~r,Ti~!;T 

(c::·~t;i~i-Tngen~;;j·~~~d·a:·;~;:;~ ~~;~~~;:d-ones. Ho,1ever the relative / 

importance of this industry varies; '.·1hile it amounts 'Go 5% in Libya it I 
i 

'• ·~ " "~·~---••• '' -~- ~~..,., ·~-- • _.., __ ,~---v~'"'"' ~-~··--~-~~--·--~~-
.... reacli0S L~2J5··ii1 --syria:~~"'TlH~ datu reveals that v1hile 1runi£;ia and i.1orocco 

attempt to double the relative impoi'tance of tJ1ese indu<;trios, Eg;,,pt ui1r.s 

at reducing it from 38/. to 2'(;'{., 

12·3 rlood, furnitu•·e and fL:turc indllstry is confined to only 49!!. of the 

total manuf'c:ctul'ing output. 
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Ho1:1ever •. some countries nnruely Egypt, Tunisia and Libya aim at almos·~ 

doubling the above percentage. Pspor, paper products, printing aml 

publishing industrl.es contribute only 3;·~ of the total manufacturing output. 

Nevertheless, there is an attempt to increase its contribution in almost 

all the Arab coc;ntries except Egypt 11ho aims at roduclng tll!is industry's 

importance. 

13·1 Ch<CJmical, chemical products and p<Y~roleum products .industries are 

the main groups of this indus~ry with a relative impol•tance of l'?i~ of the 

__:~!_a_~:~1~i~~:,:~turing out.put, ( tl;;:·;"~;~~~·i: ·;:·~·~;lH~: .,t.;l:n the on~ ;0-~- d.:.::i~~i.~ig\ 
/- ____ __.. -'!' 

\ coun·b:rics in g~nel"'al 9 and sligh:~ly lower than the rate of' developed /{ 

~ countr le s~ /Tl~~~e -;;;d~~-tx·ie5 ··;;re-~n~~~-t--i~~.p;;.~~~--;;;-~z~;;~~--:~--~;;~---:~:;:·A- I 
j---- ·-- ---·· . l 
I their .rolR~.ive importance· are 62)~ and 32/~ rospec·tiVclyf while j;'G ranges \ 
• 

It ir.: cleur from the uv,,ilable dat"a that \thile the relativ.; importance of 

such indudries >till deteriorate in Tunisia, Egypt and Horocco, it will 

Increase by one third in Algeria and almost by 15;:6 in Libya. 

1).2 Het<.tl wdustry contributes 13,4;b of the total mDnui"act~l_ring olltput· 

_,..p.ii&;E;if~st -iB~-6;-;~ in devel:opi~~--~-;~~-~-~~i~s·~~;n-c:C ;;a~·s;-t ·--i~----~dVUllC~~f··;~t~~;t·r·i-~se · ~-~" ..... \ 
! 

i 

' 
'l'he ~'olativo importance of this branch varies from 5;S in Tunisia to 17;; in 

\ Jorcla.Yl;; while it~ amounts to f))~ in Libya, 10» in Sudan flnd S~rrin. ru1d J2-l3% 
\ 
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I 
In 'l't.iniGia, E(1";;pt und iiorocco groe.tor emphasis ;:ill be attachecl to this 

br.anch 0 their relative importnnco Hill inca~ousc 3 f'olG-~J in 'Iunlsio. Hhilo 

13•3 The rela·(;jv"' importance of uon metal minoraJ. p••odu-:::ts i.tl<lutotry ~-s only 

7,:; of the total rarmufactudng Dl.ltput in the .~:::.!> countJ.•ifls.'\---;:;~i:;;st-5<?.~·-in--
.... . ··- ·- . . . -.................. ----------------) 

( deii<ilO!Jill!'; CCttntricf:f arid 4.2 in advanced countrie:;. \·Jid.J.e the t·clutiVO 
! 
i impoJ:.•·tnnce of tllia industry vnri.cs from l:~ in Ssria to 9/b :i.n 
f • 
1 T<mir;ia. it is most impol·to.ut in Jorttan md Xraq uhero it re<)cl~~~----~-~:.&_:,~:: . . l;)i> 

\ X' 0Sp0 C ti \T (1]. J • ..... - .. _ ~·--""~.--r~~· .~-~_,..,,.~ ... ~'"' ... ..,.....,., ............... ~.,_..-..... ~ .. ,... ... --··~-«-...,_,.,,. ... ,. ... ,-~· - -·--- .~ 
·----------· ~--·~-- ,, -~--· ... ••><··-··-

mauui'.acturirte outpnt is l~4;5 cn.ly 0 its Schar·e i~ ggypt. omount;s :to '+15., 

,. · b l"il'"tlUn ... ci:u:t*il'g' · ,,_,e~.•·ncss in the ntructuro <>:-:. t·U"'il r~d .!.~ • .. · lA-· Bei'Ol'& 'i;his ohVJ.OUB ' vn 

vf iron and. 

·t-.h.a tot.ai atld..i.t1.c:1:?J. 1~,.pl~oductivo cnpn.c:t ty 

: ~ ... ,4r· 1...,-t'f',\~~o~ n in lO.C~a ruaoun tfD vO do v .!$.~..... ...- - dl J' 
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Arab ro gion~ t1:JO in the 
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In petrochemical 
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Pur1 e 
six l-ut11;c l'Cifineries in the 

_') •fl. 

\·;ostl. ptu""t11- ono in the 1niddle and- thJ."Oe in the 

field., :5tu.diuo; haV\J re\te~.led that the ue~1 productive 

capac~i tl es necessal""Y ·tor ouch. c ;:;tublislunent· uill JX~ach a.pp;.:•o:d.r~lilte!y 

('/\/0 \,!\.'- ;;,J"' ( 
1+e:ri:'~ry ro~ uJ.l -t-he 3 rt:gi,n1f;; .in 1985 - t .. ck i!?-g .:!.nto cr;nsicler-aticn t.he 

domestic- and NO!'ld demari.do Thl-s--fi.atlec&s-l-t.at._es __ :tllO.w .. ~LELtermin~).tion of t!1c -----··----·-------.. ~--~ ........ _ 
apJ:r_r.P px·la tl;;;---pc-1 J:cb:'l s··-and:~-p1"oeedu re s-~-·s.m. ·d: ... -t.h e-.... ehis.t .. a . .u.~ .. 2f "t h. t3 sui t·~-biG.___. 

• '-'""'-.c~•-.. ._,.,,.,._.;"""-,.,__.,.__ ... ..._.._.,_,, 
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Gcntlomcn • 

- The picture I have t1•iad to drm·J of the prm.;ent and futuro situation o£ 

Arab indnst1-;; meruw that the1•e l.ios a lot bcforo us A1•abs to do, and 

ascertains tho.t th c po.th boforo us is long and difficult. 

·. \ \1L Arab s tutcs inil.ond to go t!u•out;h that path, t;:ey rot~lille th<'t tlloy hnvo 

abilities uhich nust bo uobilizotl, they also realize that thew must eo-

operate 11ith developed countries in o1•uor tc. achieve highet• dc;;roea of 

indtlstrializ;.ttiou und dc·Jolcpracnt. On the other· side, industrially 

developed countria:; ;;re pnssine; th:rough a complicuccd .r.·haso as :::. rosul t 

at' illflation and ri:::o of· prices o:-.c.l w a~es, dioturbunccs of' the bnla.nce 

oi' paymento, the prcv<ti.ling ClWI'e:J crisis and environmcntul pollution. 

In crde~ to solve those problc~s there hao to be a constructive 

co-oper:1tioll bet~1een clevclo.!?od s.ad devclopi113 countries. 'l'he ln·al.l-1 talien 

coo-ur:Hion c<:>tlld - for m<wy historical .mu geographical rensono - bo a eood 

oxilr.lpla to be f olloHOU.. 

- Cooperation mean;; action for tho mutual ocnef'i t~ o!: ·~he cooper~< tin~ p<.~rti eo, 

it does not moan o.ctioa :l.n ono dil•cction, otllel'Wise ~he tomb of co-operation 
.-, 

lfOIAld have been dug/·boi'c::;oe ita birth, \1hilo both of u!iJ uill uufi'or. To . L 

realiz.e this eo ucept oi' c eo-oration t;o have to dctenuino t ho p0licy, then t!.o uu.. 

und memJ.s of uchiovin& it nnd then establizh tile s;~it:.:ble mv.chincl'll' to 

impl o~1en t it. 

- The policy t;hich ::ct.lli::m; coopor'\ ;;ion is· that which aims at inct>easinn; 

the vertical exp~1.ncion in our tV;:nostic mal'kHts by increasing pet:> capi'~u out·· 

r;ut ir. m::.nuf01cturinr; ;Jlld co!lr.lodity. soctor:.;. It aJ.r;o nocossHatc:; horir.cnt::-.1 
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- '.i:he '11uys and mea\'lS c~;>.pabl<> of i:::plcctGUt:i.ng GUCh policy could be :Jtlllll!J::.u:izod 

in adopting a he.ul thy for:-n of coopc~ruti on bst.N<:Crt developed and .Arab 

countries iJh:l.ch halps th0 lo.tter to establish in.termed.iate and capi·t:J.l 

goods :lndu~'trics. sinc.o the statistics of inter.zla:l~ionGl ... ~ra<le ~eGvco.lrl that 

DovcloFed. cvuntrii!$ sh.ould also help :tn (:stubl:tr-;hillf:; co:rta:tn induG·trics '1hi.t'd1 

; ~ .'\. """\,.o\.. ") {:'.;;~.r 
mut.ual beuefi ts nocesni ·t.J:d;o~ theix· t .. ~"'~·u:~~~~ frou.1 dovelclJCd to dC:;Jv·c1.o_ping 
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The machinery required can take the form of the j()int industrial 

\ 

ventures atJ well as joint financial institutions, but to buili'J. 

up j_ndustrial joint ventures one shov~e, begin with the begi:rm:i.ng.= 

Thc l:)eginning meru1s the determination of successful industrial 

pl'ojects as the identification of industrial investment opportlmitiez. 

Therefore, ·joint investment opportunities institutions are inherently 

part of the above-mentioned machinery.- Moreover, this task should 

be one of the main duties of the joint financial institutionso-

These should take the initiative to find out industrial investment 

opportunities rat}fer than wait for such opportunities to come~."' 

·Gentlemen 

time is going quickly, the objective conditioning requirement for 

the starting of .arab-italian cooperations are already available.-

What we have to do now is to start with immediately 

'l 

. ··,:_ .·. 

·-· 

I 
I 
! 
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INVESTMENT CHANNELS IN THE 

ARAB WORLD 

The Arab oil exporting countries are currently 

witnessing an unprecedented growth in their financial 

wealth, which could only be partly invested nationally 

in the short run. A large proportion of these funds thus 

must seek investment outlets in the Arab World and in 

foreign countries. The form, direction and speed of 

this outflow will be strongly influenced by the structure 

of investment channels available for the transfer of these 

funds, and by other determinants like the goals, objectives 

and long term plans of each of those oil producing countries. 

This paper, however, shall be limited to the discussion of 

the structure of existing channels in the Arab World; 

and the prospects for their growth and development. 

For the sake of comprhensiveness and precision 

this paper will be divided in.to three parts as follows: 

Part I: Will cover the historical_ development of 

existing investment channels. 

Part II: Will examine the various financial insti­

tutions now in existence in the Arab World, expounding 

their present activities, limitations and deficiencies 

Part III:Will consider potential of those channels and 

their future development in the light of new realities which 

have appeared with the recent increases in oil price 

and the revenues anticipated therefrom. This section 
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will also elaborate on policies to be followed by 

present and future institutions to handle.developments 

which may arise. 

Part I: Historical Survey 

2. Arab banking emerged to serve the needs of a slowly 

growing trade sector. Early banking activities in the area 

were concentrated in the hands of branches of foreign banks. 

Not until the early fifties did local commercial banks 

begin to form and operate iri Beirut, Damascus and Cairo. 

But their activities were limited to financing small and 

local operations( mainly self-liquidat~g loans) and some 

financing of foreign trade. In the mid-fifties Cairo's 

role as a free enterprising center became weaker on 

account of political changes .in the Egyptian system 

of government. This was soon followed by the eclipse of 

Damascus for similar reasons. Beirut was left virtually 

alone to enjoy the role of the single free enterprising 

financial center in the Arab Middle East,a role made 

possible by the existence, though modest;'of certain 

investment channels·capable of catering to Lebanon's 

needs and to some of the Arab countries. By the late 

fifties, two occurrences led to the further strengthening 

of Beirut as an Arab financial center. 

A. The taking over of military socialist oriented 

regimes in Irak, Syria & Egypt ,drove out funds 

and capit:al into Beirut. By that time, Lebanon 

had passed' a banking secrecy law which made Beiru.t 

a haven to funds fleeing the ax of nationalisation. 
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B. During that period and in the early sixties, 

revenues of oil producing countries in the Arab 

World began to exceed these countries' immediate 

needs and were thus effectively "surplus funds". 

These revenues accrued as royalties to the oil 

producing countries - all in hard currencies. 

* In 1960 six Arab oil producers received 

U.S$ 1 billion and, by 1970, this rose to 

$4.3 billion. The combined effect of these 

annual increaseey in revenue,was an expansion of 

government expenditure through budgetary 

allocationsjthe governments being the sole 

recipients of oil funds. The Kuwaiti budget 
less than · 

for example expanded 50% in/one decade - from 

KD 209 million in 1964 to KD 313 million in 1970. 

Similarly,Saudi Arabia's budget grew by about 

30% between 1967 and 1970 (from SR 4.9 billion 

to SR 6.4billion}. 

The natural outcome of_ increasing government 

expenditure was an increase in private individuals' 

and companies' revenues, creating a larger demand for 

banking services by the private sector. 

The need for investment channels in the Arab World 

came to ·be felt with increasing revenues to the 

public sector and the demand by private contractors, 

merchants and money savers· for banking facilities. 

* Abu Dhabi, Kuwait, Libya, Saudi Arabia, 
and Iraq. 

Qatar 

i 
' ' '. 



4. 

5. 

, ; >~~--~;_:,.!- . . 0":'_'.._; . 
. ,, . ..,-.....' 

. •' -i. 

- 4 -

Public sector funds available for or seeking 

investment were of two types: 

a) short term funds consisting of budget allocations 

awaiting to be spent. 

b) accumulating annual surpluses needing lOng term 

investment. 

Private savers' and businessmen demand for banking fac­

ilities was continuously accentuated by swelling incomes 

precipitated by the oil boom. Commercial banks were 

·then facing the pleasant dilemma of finding investment 

outlets to their deposits. This problem v1as less acute 

to branches of foreign banks who simply transferred 

excess deposits to their head-offices abroad where the 

necessary machinery for international investment was 

fully developed. 

The majority of the oil producing countries;as late 

as the sixties,had not even established central banks. 

This suggests that public policies regarding management 

of funds were largely absent in most of those countries. 

It was not until 1968 that Kuwait established its central 

bank. Saudi Arabi~ and the Gulf States have yet to do · 

so while monetary policies are managed by boards with 

limited powers. 

Consequently, each of the producing countries 

managed· the receipt., expenditure and investment of revenues 

independently and in most cases differently from the 

others. Kuwait,for example, had established a department 

within the Hinistry ofFin:mce to carry out the channeling 

of its revenues,usually deposited with the Bank of England 
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(in Sterling Pounds) by the oil companies, upon which 

credit advices were sent semi-annually to Kuwait,notifying 

the government of its balances. This agency later became 

the public sector's investment unit, a uniqe form of 

direct investment channel thus_ circumV:enting the need 

to set up a specialised institution for this purpose. 

Spending of public funds in Kuwait,(public expenditure 

inside Kuwait)was met from funds withdrawn from the Bank of 

England into Kuwaiti commercial banks at the behest 

of the Kuwait Ministry of Finance. Saudi Arabia, 

however, had established the Saudi Arabian Monetary Agency 

(SAMA) in 1952. Cil revenues were automatically 

paid to SAMA in dollars. ConsequentlyJSA~ffi was in charge 

of managing the budgetary expenditures of the government 

and of investing the Saudi Arab government surpluses. 

nevertheless .• SAMA is short of a central bank. Other 

Gulf States followed into the footsteps of Kuwait while 

Libya established its central bank to manage investment 

and internal public expenditure as well. 

6. No standard procedure is followed by any Arab oil 

But, 

exporting country with regard to investing surplus funds. 

As mentioned eisewhere in this_ article, Kuwait has 

an agency within the Ministry of Finance which carries 

out actual investment decisions and relays instructions 

to be effected by the various banks in which Kuwaiti govern-

ment deposits are kept. But, .Ln addition __ to this , 

Kuwait established an investment office in London (a sub­

department of the Ministry of Finance agen.cy) to follow 

up day-to-day operations on the London market. Later in 

1962 the Government set up the Kuwait Investment Co. with 

a capital of KD 8.3 million and in 1965 the Kuwait Foreign 

,_ 
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Trading, Contracting and Investment Company. Both of 

these are ·semi-public institut.ions formed to function 

as vehicles· for investiric:(the Kuwait government's surplus 

funds. Although iniLially they were supposed to manage 

their own funds only, they gained access to larger govern­

ment funds through inviting the Ministry of Finance to 

participate in investment opportunities whenever those 

opportunities complied with the standards set by the 

Kuwaiti government. Furthermore, they could discount with 

the Ministry of Finance, securities they held and keep _the 
) 

commission. 

7. The Kuwait example was not followed by any Arab oil 

producing country. The rest of the oil producing countries, 

specifically Saudi Arabia and the Gulf States, relied on 

their currency boards and commercial banks to execute their 

investment decisions for both the short and long term. 

8. Certain governments such as Kuwait, Saudi Arabia and 

Libya, in an effort to provide easier financing to local 

development efforts, set up a number of institutions to 

extend funds to the industrial1 agricultural and other 

sectors. Thus was established the Kuwait Savings Bank in 

1965 with a capital of $ 86- million, the Saudi Arab 

Agricultural Bank in 1964 with a capital of $ ·. 8.8 million 

and the Libyan Agricultural Bank in 1955 with a capital of ,::,:c; 
and 

million/the Libyan Industrial and Real Estate Bank in 1965 

with a capital of. :;>', 152 million. The activities of these 

banl<s, as seen from their capitalisation.\vere too limited 

.·,'.• \ft - il 
tL 
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to permit them to realise the objectives set for them. 

9. A form of channeling Arab funds into pan-Arab invest-

ments was pioneered by Kuwait with the formation of the 

Kuwait Fimd for Arab Economic Development in 1962 with a 

capital of $ 344 million (recently the capital was raised 

to $3.4 billion). This was followed, in 1971, by the estab­

lishment of the Arab Fund for Economic and Social Development 

by the Arab League of Nations, with a capital of $ 344 

million. Later; the government of Abu-Dhabi formed the 

Abu Dhabi Fund for Arab Economic Development with a capital 

of$ 128 million (recently raised to $625 million). Fur­

theremore, in an effort to spread investment and extend aid 

to Third World and Islamic nations, the Arab African Devel­

opment Bank, with a capital of $ 500 million, was established 

in 1973. The Islamic Development Bank, with a capital of 

$ 1.2 billion, was also recently formed, These. banks are 

to grant easier loans to countries of the Third World. 

10. Commercial bank deposits rose dramatically as a result 

of economic and business booms and the expande·d volume of 

trade. Kuwait resident deposits grew from $ 575 million 

to $1252 million between 1963 and 1970. Similarly, in 
) 

Saudi Arabia deposits rose from $ 294 billion in 1960 to 

$471 billion in 1970. In Lebanon; the country emerging 

as a financial center for the area, deposits grew from 

$ 1.3 billion to$ 1.7 billion between 1966 and 1970. 

Parallel to the growth of deposits and assets, the number 

of commercial banks increased considerably. By the end of 

.. 
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1973 the total number of commercial banks in Lebanon, 

Kuwait, Saudi Arabia, the United Arab Emirates and Libya 

stood at 120, of which not less than 72 were in Beirut. 

11. The relatively fast growth of commercial banks' 

assets along with increasingly limited investment oppor­

tunities (locally), induced banks to expand their foreign 

assets considerably. This, of course, varied from one 

country to another depending upon the investment opportuni­

ties available. For example, Kuwait's banks foreign assets. 

increased from $ 665 million to $ 1,207 million between 

1966 and 1970. Similarly Saudi banks' foreign assets 

grew from around $ 48 million in 1966 to $ 88 million 

in 1970. These assets were predominantly held in the form 

of low-risk bank deposits, foreign government and first 

class companies' bonds. As could be seen,such assets are 

the simplest form of investment, yielding the lowest return. 

Kuwait, the only country publishing a breakdown of foreign 

assets o~ its commercial banks, revealed that bank depoaits 

abroad inl970 were 75% foreign assets.-

12. Another form of investment channel which had existed 

in Beirut and has b~gun to increase at an overwhelming rate 

during the past two years, is the commercial bank repre-

sentative office, especially in the city of Beirut. By the 

end of 1973, Beirut housed 38 such offices and, by mid 

June of 1974 it had 44 such representations. These offices 

carried out activities in the domain of investment channels. 

: ' 

. ' 
f 

J 
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Some of them were managers of private funds, soliciting 

private investors and channeling.such funds to head 

offices and· sellers of securities directly to institutions 

and private investors; 

13. Early in the 1970's Arab banking inst it ut ions dis-

covered the need for joint Arab ventures in order to facil­

itate inter Arab-financing •. The center for this type of 

banking joint venture was Beirut. Examples of this are 

the Beirut Riyadh Bank (Lebanese-Saudi), AudiBank (Lebanese­

Kuwaiti)·, Bank Misr Liban (Lebanese-Egyptian) , Banque du Liban 

et d'Outre Mer (Saudi-Lebanese), the Libyan Tunisian Bank 

(Libyan-Tunisian joint venture incorporated in Lebanon) , 

and the Arab African Bank (Egyptian-Kuwaiti). These banks, 

while carrying out the usual commercial bank activities, 

were involved, to a large degree, in financing inter-Arab 

trade. Some of them came to specialize in financing the 

foreign trade of certain Arab countries such as Misr Liban 

Bank which is financing the major part of the foreign trade 

between Egypt and Lebanon. The Arab Bank, incorporated in 

Jordan, has branched out in many Arab countries and is ex-

tensively used in financing inter-Arab trade. 
'1' 

14. A new type of financial institution emerged in the 

early 1970. This was the Arab-foreign joint ventures. In 1971 

the first Arab-French financial institution was established; 

the Union des Banques Arares Francaises (UBAF) with a capital of 

FF 100 million in which 23 French and Arab banks participated. 

The second of the breed was the FRA Bank, established in Paris 

with a capital of FF 100 million. Recently· •. the Union des 

Banques Arabes et Europeennes (UBAE) and the Banque Arabe 

,_ r···-·. '··. 7 T"'" 
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d'Investissement International (BAil), were being formed 

with several others being negotiated at.present. All·of 

these banks are established in Euuopean capitals and are 
• > .--

mainly active. ir1merchant. <:~nd. investment banking activities. 

They depend on their Arab shareholders for investment funds 

and their European shareholders for expertise and investment 

outlets. So far the experience has been a success. UBAF, 

for example, increased its total assets from FF 2.5 billion 

in 1971, the 1st year of operation, to FF 3.2 billion in 1972. 

15. As the Arab World became an ever more attractivemoney 

abundant market, more foreign banks were attracted to the 

area. During 1973, five foreign banks bought into existing 

Lebanese banks. By the end of 1973, Beirut housed twelve 

branches of foreign banks, nineteen banks whose majority 

shares were in the hands of foreign banks and three banks 

whose minority shares were owned by foreign banks. 

16. The latest type of institution recently established 

in this area is the multi-national investment institution 

including Arab and foreign shareholders. An example of 

this is the recently formed Arab Finance Corporation in 

Beirut; an investment banking group with three international 

shareholders and four different Arab ones. Also medium and 

long-term banks started to be formed, and in 1973 only, 

Lebanon saw the formation of four such banks. Their 

articles of association allow them to undertake investment 

banking, long-term financing and development banking 

operations. 
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17. In the midst of this expanding network of invest-

ment channels, with its varying forms, one should point 

out the limitations existing in the financial infra-

. structure· of ·th-is area·; ·na-inely the very thin and limited 

nature of the local money and capital markets. Local 

issues of securities are rare. Investment promotion has 

only just begun. Stock markets are non existent save 

for the Beirut Stock Exchange which specializes in Lebanese 

shareholding companies and which carries out, anyway, a 

meagre volume of business averaging about u.s. $ 100,000 

per day. Kuwait is in process of forming its own stock 

exchange and others are expected to follow suit in the 

near future. 

Part II: 

18. Part one was meant to explore the investment channels 

existing in the Arab World, the processes governing their 

establishment and the circumstances inducing their 

formation. This was necessary, I believe, to reveal that 

their formation was not evolutionary but forced. This 

abnormal disorganized growth left gaps in the central 

investment infra-structure rendering it inadequate to cope 

with the faster growing appendages . 

.·.;_.·. 

l 
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The Present Financial Structure 

19. There are three distinct types of institutions 

carrying out the channeling of Arab funds. These are: 

A. Government institutions,including: 

1. Inhouse government agencies (like the invest­

ment agency of the Minis try of Finance 

Kuwait). 

2. Currency boards (su~h as the Saudi Arab 

Monetary Agency.) 

3. Central banks. 

4. Public and semi-public investment companies, 

e.g., Kuwait Investment Company and the Arab 

Libyan ForeigA Bank. 

' 5. Local development banks. 

6. Inter-Arab and international development banks, 

e.g., Kuwait Fund for Arab Economic Development 

and the Islamic Development Bank. 

B. Private Corrunercial Banking Institutions which 

include: 

1. Branches of foreign banks. 

2. Local corrunercial banks. 

3. Inter-Arab private commercial banks. 

4. Foreign banks' representatives. 

C. Specialized Investment Banking Institutions: 

1. Arab-foreign joint ventures established in 

foreign countries, e.g., UBAF. 

·-:·.-·. .. . - ,~ 
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Country 

Lebanori 

Kuwait 

S. Arabia 

UAE 

Libya 

Iraq 

Syria 

Jordan 

Egypt 

.,.,.., 

Central Banks 
Public Agencies 

1 

1 

1 

1 

1 

1 

1 

1 

' 

ARAB WORLD 

FINANCIAL STRUCTURE 

( 1971) 

Comm. 
Banks 

73 

5 

11 

15 

5 

2 

1 

9 

5 

Develop. 
Banks· 

2 

2 

2 

1 

2 

3 

Medium & 
Long Term 
Banks 

Repres. 
Offices 

35 

Invest.· 
Trade 
Inst. 

2 

2 

2 

Other Specialized 
Banks 

3 

3 

1 

3 

4 

3 
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Country 

Lebanon 

Kuwait 

S. Arabia 

UAE 

Libya 

Iraq 

Syria 

. Jordan 

Egypt 

···--·-----------___ ...__ ---,. .. -·--c·----- ·-·· ·-··------- ___ .. ___ _ 

Central Banks Cornm. 
Public Agencies Banks 

'1 73 

1 5 

1 11 

1 26 

1 5 

1 2 

1 1 

1 9 

1 5 

ARAB WORLD 

FINANCIAL STRUCTURE 
(1974) 

Develop. Medium & 
Banks Long Term 

Banks 

Repres. 
Offices 

2 

2 

2 

1 

2 

3 

3 

.<. 

-

2 

3 

2 

Invest. 
Trade 
.·Instit. 

48 

1 

• 

Other Specialized 
Banks 

3 

3 

1 

3 

4 

3 

1 

' 
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.2. Arab-foreign joint ventures established in the 

Arab World, e.g., Arab Finance Corporation. 

3. Inter-Arab investment companies, e.g., the re­

cently established Egyptian-Kuwaiti, Saudi­

Qatari and UAE Investment.Company. 

Government Institutions 

It is advisable ,at this stage
1
to classify government 

institutions into two categories: 

a. The first category is that which channels oil funds 

into foreign investments without attaching them to 

b. 

particular projects or countries. In this category 

falls the inhouse government agencies, currency 

boards, central banks and public and semi-public 

investment companies. 

The second category of public investment agencies 
to 

usually attaches investments/particular projects, 

and therefore are involved in direct investment. 

This category includes development banks as well 

as inter-Arab and· international development funds. 

21. With increasing oil revenues accruing directly to 

governments, the above .types of government institutions 

are expected to become much more important and play a 

significant role in the channeling of investment funds 

of their respective countries. Saudi Arabia, for example, 

will see its 1974 oil revenues increasing to about u.s . 
. $ 23 billion against a u.s. $ 8 billion for 1973. This, 

'· 
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naturally, will involve SAMA in larger foreign invest­

ment operations than ever before. over and above this 

annual increase, the Saudi government will have to con­

sider the residual forthcoming increases which it will 

not be able to spend. It will certainly be encumbered 

with funds should adequate measures, such as expanding the 

activities of SAMA and creating new institutions,not be 

realized in the very immediate future. 

22. The traditional channels utilized by these institu-

tions to carry out investment in the international money 

markets will definitely limit the efficient investment 

of the much larger funds now to seek outlets. Under 

prese~ conditions these larger funds, if concentrated 

in one channel and into one country , stand to threaten 

the stability of the channel and the currency of the 

c~untry in which the investments are made. Conseqb.ently, 

the validity of the investments will be in doubt and the 

returns might be negative. As a glimpse of the magnitude 

of this paradox, the Arab oil producers are expected 

to accumulate a volume of a~out SDR 60 billion in liquid 

reserves compared to the total world liquid reserves of 

SDR 144 billion in 1972. 

23. It is perhaps ·important to point here that the oil 

/funds are not in fact surplus (if any thing of value is ,j 1

ever surplus). They are 

countries .for a depleting resource. 

compensation to oil producing 

It is therefore 



1 
I 
J 

.. ; ... F.L.:.- .. 

~ 15 -

t 
crucial for the Arab countries to seek investment outlets 

' not vulnerable to depreciation and with normal and ac-

1 ,'ceptable returns. Consequently, the Arab World has no 
' 

24. 

interest in upsetting the international monetary system 

nor the economy of any of the countries in which they 

have investments in some form or another. Rather, it is 

in their best interests to support the normal operation 

of the general monetary system and sustain the economic 

health of those countries. 

It is therefore obvious that government investment 

agencies are faced with dilemmas and limitations when con­

sidering investment, specifically on account of the .follow­

ing: 

a. 

b. 

c. 

The 'magnitude of res~rves makes it imperative that 

a decision of any of the respective government agen­

cies to invest in one direction or another ha:s ·to 

be cautiously monitored to avoid undesirable reper­

cussions that may arise. 

The relative lack of specialized skills and limited 

scope of local channels for the placement of investments 

in line with the general policies of the overnment. 

The insistence of those agencies (due to general 

public policies) to invest in secure forms of assets. 

25. To avoid these shortcomings, government to government 

financial transactions are becoming acceptable. These 

transactions usually skip the traditional investment 

J : 

/ 



. ·. "" 

"· .. 

'" ... ,. ,,;,;. ~ . ' . ".- .. · 

- 16 -

,-r•·'"'"""-,; ··•- •·.·· 
. '· _, .•. -::_,.-,. --~ " .. 

~hannel and mitigate possible repercussions and harm to 

the economies of recipient countries. An example of 

this newly emerging pattern is the reported Saudi credit of 

$ 10 billion to the US whereby the Federal Reserve might 

be issuing 10 billion dollars worth of non marketable 

US government securities to be committed t'o SAMA ·against 

the liquid loan. Another type of arrangement is that 

according to which the Arab oil producers and Iran are 

to deposit US $ 1.2 billion with the IMF against nominal 

returns. Similar type arrangements are expected to mush-

room in the near future due to the two advantages which 

they enjoy, namely the circumventing of the international 

market and the relative ease of administering such loans. 

27. The major shortcoming of this form of government in-

vestment operations is that they tend to concentrate invest­

ments in paper assets which are, unless well structured 

and well designed, vulnerable to depreciation, refutation 

and even default. The second limitation is that they 

may be politically influenced whereby higher revenues are 

foregone in favor of appeasing one nation or denying funds 

to a non friendly one. 

28. _5{ The second type of government lending institution 

now in existence in the Arab World is the institution which 

attaches loans to particular projects. As previously men­

tioned, these include local, inter-Arab and international 

development bariks·and funds. So far the operations of 

these institutions have been limited by two factors: 
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a. The limited number of projects in the Arab countries, 

sufficiently well studied to meet the requirements 

of these institutions. 

b. The limited amount of funds available to these 

agencies. 

The following is a list of the major government· 

agencies, both project tied and non project tied which 

exist in Saudi Arabia, Kuwait, Libya and the United Arab 

Emirates. 

* Name of Institution Total Assets Type of Operation 
(In Millions) 

A. Saudi Arabia 

1. Saudi Arabian Monetary 
Agency $ 5037 

2. Agricultural Bank $ 8.82 

3 .. The Industrial Bank $ 147 

B. Kuwait 

l. The Kuwait Central Bank $ 465 

2. The Kuwaiti Ministry 
of Finance 

3. The Kuwait Investment 
Company 

* 

N.A. 

$ 141 

Figures are the latest available. 

Issues Currency 

Banker to Government 

Easy_Loans to 
Industry 

Easy Loans to 
Industry 

·Issues Currency 

Banker of Banks 

Investment of Govern­
ment Funds 

The Foreign Invest­
ment of its Funds 
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Name of Institution 

4. The Kuwait Foreign 
Trade, Contracting 
& Investment eo. 

5. The Kuwait Interna-

Total Assets 
(In Millions) 

$ 128 

tional Investment Co. $ 34 

6. The Industrial Bank 

7. The Real Estate Bank 

8. The Savings and Credit 
Bank 

9. The Kuwait Fund for 
Arab Economic 
Development 

10. The Arab Fund for 
Economic and Social 
Development 

C. The United Arab Emirates 

1. The UAE Currency yoard 

2. Ministry of E'iriance 

3. Abu-Dhabi Fund for 
Arab Economic 
Development 

$ 34 

$ 10 

$ 250 

$ 3448 

$ 340 

N.A. 

N.A. 

$ . 510 

Type of Operation·· 

The Foreign Invest­
ment of its Funds 

The Foreign Invest­
ment of its Funds 

Easy Loans for 
Industrial Projects 

Easy Loans to Real 
Estate 

Easy Loans to 
Individuals 

Development Loans 
to Countries of 
the Third World 

Development Loam 
to Arab Countries 

Issuing of Currency 

Banker of Banks 

Investment of 
Government Funds 

Granting Development 
Loans to Arab 
Countries. 



Name of Institution 

D. Libya 

l. The Central Bank of 
Libya 

2. The Arab Libyan 
Foreign Bank 

3. The Agricultural 
Bank 

4. The Industrial 
Bank 

-·19-

Total Assets 
(In Millions) 

$ 3600 

$ 150 

$ 28 

Type of Operation 

Issue of Currency 

Banker of, Banks 

Banker to Govern­
ment 

Foreign Investment 
of its Funds 

Loans to the Agri­
cultural Sector 

Loans to the In­
dustrial Sector 
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B. Private Commercial Banking Institutions 

Although governments are the recipients of all funds 

commercial banks will come to benefit greatly from the large 

increases in government expenditures anticipated in the oil 

producing countries. The 1974/75 budget of UAE is 2.8 times 

that of 1973/74. With this growth in government expenditure, 

commercial banks' deposits are expected to increase considerably. 

Facing problems in investing their funds locally, these banks 

have then to look to foreign investment. 

30. There are, at least, five factors which determine the 

commercial banks' policies regarding their foreign investments. 

These are: 

a. 

b. 

The short-term nature of commercial banks' deposits, 

which limits their freedom to select alternatives for 

investment. In fact that leaves them with only two alter-

natives: deposits with foreign banks and discounting of 

. very short term commercial paper. Had there been locally 

circulated securities issued by either the government or 

a guaranteed institution, the latter would have been an 

acceptable alternative. 

The meagre money afd capital markets that exist in this 

part of the world constitute another limitation to the 

investment alternatives open to commercial banks. 

c. The recently emerging entrepreneurial class is not yet 

well established. This is due to the socio-economic 

structure of the region which is charact.erised by family 

owned business and the belated recognition of professional 

managerial skills. 

d. The predominance of foreign bank branches over .:tocal 

com:nercial banking institutions· in the Arab World, whose 

i·. 
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main interest , naturally is to channel these funds out 

of the region to their head -offices as soon as it is 

deemed practicable. 

·, }:. 

e) The lack of well conceived policies on the part of the 

central monetary agencies to induce commercial banks to 

undertake investment operations locally and to make these 

competitive with investment abroad. 

The policy of re avy dependence on foreign outlets for 

investment of bank funds has two outstanding shortcomings, 

namely the risk involved in foreign exchange fluctuations 
. .I 

(especially in recent years, )and secondly, depriving the local 

market of benefits that could be realized from local investments. 

This vicious cycle has contributed to impeding the emerge·nce 

of both the entrepreneurial class and the local capital market. 

Specific;ally the devaluation of foreign currencies during 

the past two years , along with the subsequent floating of 

many western currencies, brought real harm on traditional 

Arab investors in those currencies. Thus ,foreign deposits 

have lost their attraction to many commercial banks. 

Consequently, the premium paid by commercial banks on 

investment of their funds in local currencies , to avert 

exchange rates fluctuations became higher. Many Arab banks 

liquidated some of their foreign assets, especially banks located 

in Beirut and Kuwait, and started looking for new local 

outlets. In Kuwait, banks financed purchases of stock of 

newly established Kuwaiti companies, vh ile in Beirut banks 

opted to finance purchases of real estate. In both cases , 

because of the small size of the markets and the limited nature 

of assets which the banks could finance, demand on these assets 
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drove their prices sky high, far out of proportion with 

their present or future yields. 

33. This sudden shift of funds was a case in point of the 

inability and unpreparedness of the local market for any 

quick rush of funds into it
1
which further underlines 

the risks which might befall local economies should the 

existing and expected surpluses be unwisely channeled or 

improperly controlled. 

34. The recent development of inflationary pressures in 

the local economies and which Lebanon typically was a 

victim of, have induced central banks in the area to 

consider more seriously their taking a more active role 

in directing and guiding commercial banks which have 

classically been oriented to the short term, self-iiquid­

ating loan, in favor of some form of investment banking 

and other similar innovative activity. Some central 

baqks have already taken steps to permit discounting 

commercial paper of one year maturity, and renewable in 

certain cases, while in the very near past the .. only. dis­

countable commercial paper were those of 90 days duration. 

Such leadership bycentral banks would enable local 

investment institutions to rely less heavily. on straight 

foreign deposits and participate more actively in 

widening the base of their economies. Once the process 

starts in this direction, the acceleration effect will 

take place to further widen the economic base of oil 

producing countries, whenever that is possible and 

feasible, and open up numerous local investment oppor­

tunities. 
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C. Specialized Investment Banking Institutions 

The first step taken towards complementing the present 

institutional structure under which financial organizations 

operate in the Arab World was the establishment of joint Arab­

roreign banking institutions such as _UBAF. 

We are at present witnessing a recepti\e.attitude of the 

majority of the larger Arab banks towards the formation of this 

type of institution to which they plan to entrust the management 

of their surpluses. Risks of foreign exchange fluctuations are 

minimizEd by having these multi-national iristitutions hold 

diversifu d types of portfolios in. an array of foreign currencies 

and assets. Thus losses in one will, hopefully in the lo119,-run 

be compensated by gains in another. The participating ba;Jks 

will then be able to safeguard their interests by holding bonds , 

bills, and commercial paper in multi-currency portfolios. 

Arab-foreign joint ventures, however, do not satisfy the 

need for long term large volume financing of local enterprises. 

Those, along with existing commercial banks can satisfy some 

of the needs that are emerging, but will stay short of 

providing the type of investment that ma·ny industrial as well 

as agricultural projects need. Consequently, new types. of 

banking insitufu ns are emerging. These are. the new medium 

and long term credit banks which are being now formed . 

These institutions will be able to offer two new t~·pes of 

financial assets to be held by private investors in the Arab 

World, mainly long term certificates d depos.it and long term 

securities. 

i 
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37. The laws promulgating the formation of these institu-

38. 

tions are, however, strict and limited in scope and there­

fore impede the full operation of those banks. .Market and 

human conditions limit and hamper the growth and expansion 

of such institutions by: 

_,: 

a. restricting the number of institutions whose size and 

standard would render them qualified to issue long term 

securities to be underwritten by the medium and long 

term banks. 

b. the fact that the local investor has a vague concept,, 

if at all, of certificates of deposit renders him 

reluctant to trade them in the local market. Add to it 

the absence of active stock markets where these CD's 

could be transformed into liquid assets instantly. 

These are some of the difficulties that medium and long 

term banks face in promoting long term deposits which 

are their real source of funds for growth and expansion. 

The abovementioned limitations also face the newly 

e·stablished investment companies that depend on foreign 

clientele to supply them with issues acceptable on the 

international market.. ·.The anticipated buyers of those 

issues are commercial banks and government agencies with 

funds seeking investment. Their task will be rewarded in 

the long run and their contributions would be gaining 

momentum as time pas.ses. These banks are: 
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Capital ;Date of Estab­

lishment 

Headquarters 

Arab Finance Co. · $ 2. 6 million 1973 Beirut 

Banque d'Investissment 

et de Finance 

Finance Bank 

$ 

$ 

6. 5 

6.5 

million 1973 Beirut 

million 1972 Beirut 

Union Bank $ 6. 5 million 1974 Beirut 

SNA Bank $ 6.5 million 1974 Beirut 

American Express 

Development Co. $ 2. 6 million. 1974 Beirut 

39. Another type of companies which are being currently 

established in the Arab World are the Inter-Arab Investment 

These companies .could be listed with government institutions 

but are discussed separately for the sake of convenience. 

Such companies aim at investing their subscribild capital 

in .one or more of the Arab countries and take an equity 

position in these projects. An example of this type of 

compa11y is the recent Saudi - Kuwaiti -, Egyptian - Qatari -

company which started with a nominal capital of $100 million 

and which ultimately airrs at investing in projects in Egypt. 
. ' - ~ ~ 

Another Kuwaiti·- Egyptian company with a capital of 

$25 million also aims at investing in Egyptian projects. 

These companies are more easily and readily accessible to 

borrowers than governmental agencies encumbered by red tape. 

P.art Ill: T'uture Prospects for the DevelopmGnt cf Arc.b Investrnc!:t 

40. 

In-stitutions: 

The determinants of the future development in the Arab 

investment channels are: 

a) The increasing rate at which Arab liqui_d funds are 

growing. 

b) The foreign exchange risks that direct bank deposits 

'. : 
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in foreign currencies must sustain, 

c) The limited number of existing channels and 

paucity of expertise in managing such institutions. 

d) The need by oil producing countries for local 

investments. 

e) The predominantly growing role of government 

investment agencies. 

f) The rate at. which local investment agencies can expand. 

j) The opportunities offered by local enterprises for 

investment. 

h) The political considerations that could net be ignored 

by government investment institutions. 

The above factors will all play an active role in determining 

the direction in 11\h ich Arab investment institutions will move. 

41.. The expected outcome of the above interacting factor<: 

will result in the emergence of new types of institutions to 

develop and complement existing ones , and the expansion of the 

existing ones into areas where they are not currently active. 

For example, it is anticipated that public agencies will emerge 

in Saudi Arabia and grow in n~mber. to a large extent. They 

will seek to involve foreign financial assets and direct foreign 

investment. The Kuwait Investment Company has already taken 

steps towards this type of diversificaton. It is also conceived 

that new types of institutions of either functional or geographical 

specification will emerge whose capital will be subscribed for 

mainly by public agencies but also will include private investors. 

42. A more active role will be anticipated from the inter Arab 

and international development funds. As has already been 
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mentioned, the Kuwait Fund for Arab economic Development has 

had its capital increased from $430 million to $4. 33 billion and 

its scope of activity was broadened to include all of the third 

· · world. Other models of such international project oriented type 

of investment institutions such as the Islamic and Arab African 

Banks will be formed to cater to more comprehensive investment 

options. Already the UAE is involved in financing refineries in 

Pakistan and India, while a Saudi private group is financing a 

refinery project in Sudan guaranteed by Petro'llin of Saudi Arabia. 

43. The other category expected to. grow and expand noticeably is 

the local development financial institution. While Kuwait has 

recently established its indlE trial bank with a capital of 

$30 million, Saudi Arabia's new industrial bank had its capital· set 

at $147 million and during 1973 Lebanon also has had its own 

development bank as a semi-public institution established with .. 
. . . a capita~g~ $2 6 million. A further move in this direction was 

taken by/Saudi Arab. government which announced that it will be 

ready to finance part of the eqaity of newly established 

companies and will resel "1 these equities to private investors at 

par value when the company begins to realize profits. 

Private Banking Institutions 

44. The limitations that face private banking institutions in the 

Arab World, namely, the lack of investment opportunities to call 

on for short term liquid assets whenever these assets are needed, 

and the restrictions by the central banks on the activities that could 

be undertaken by commercial banks , could only be alleviated when 

either commercial banks go international and venture with large 

..... , ... 
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ones 
foreign institutions or inter-Arab/to free themselves from the 

strict control imposed on them because of their commercial 

banking nature. Furthermore, it is anticipated that the central 

banks in the Arab countries will take a different attitude towards 

commercial bankirg activities arid relax their restrictions on loans 

and investment activities. It is also conceivable tl:"a t commercial 

banks would be urged by central" banks_ to !B rticipate in the 

formation of ·broader- base capital markets. 

45. Investment Promotion Agencies 

46. 

As has already been indicated, investment promotion agencies 

willing and capable of undertaking the risk to identify , study and 

even finance projects, are non existant in the Arab World. Their 

absence is sincerely felt by government agencies , entrepreneurs 

and small private investors. ':l'he first such agency , the 
~ 

Investment Promotion Group, was established in Beirut in 1972. 

Such agencies are expected to increase in number. 

Those· are the directions in which investment channels of 

the Arab World are anticipated to grow. Unless these developments 

are realized, local channels will continue. to be barren and to 

serve merely as pipelines for funds outside the Arab countries, 

contributing very little to the development of those countries 

if at all. 
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summary and Conclusions ··'' 

47. The Arab World, if not the world as a whole, was 

cau9ht unprepared with the influx of oil money. Capital 

transfers of anything near this magnitude have been en­

countered in the past only with the payment of war reparations. 

And in those events the outcomes were always unpleasant. 

To handle such transfers noW at a moment's notice, 

and to find investment. outlets for them,fair to all sides 

including the donors and the recipients ,is no easy matter. 

It should involve nothing short of global cooperation. 

The banking facilities now existing in the Arab 

World are short of sophistication and experience to handle 

such loads. The field is thus open to new local institu­

tions and to international establishments. Among the local 

institutions being established or planned are government 

agencies and joint ventures with foreign concerns. The 

beginnings are already evident in the set up of several 

investment banking institutions in Beirut and Kuwait. 

Large scale development and government to government lend­

ing agencies have been institut~d by Kuwait, UAE and Saudi 

Arabia. The trend is decidedly in favour ·of government 

to government transact'i.ons as· was evident from the Saudi­

U.S. and Franco-Iranian deals 

But there will be more funds also for the ordinary 

channels·the commercial banks and the project or region 

oriented lending organizations. Government decisions and 

plans .will come to count very heavily. 
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Parallel with all of this there will be a real need 

for the institution capable of providing the advice and 

the. financing. International and multinational concerns 

are all welcome . 

I. 
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Ladies and Jentelnen, 

First of all I like iD thank tl1e .orgnnisors of. tllis rJcetin('; for 

the :drd invitation they sont LJ<! to ;;articipate • 

\ve all ho;:;e for fruitful results co"ting out of such kind of 

meetings. It scer:1s to me tll.~t the cxcht\ncos of vie,.;s o.bout 

such imj.JOrtant nattars aro so importo.nt especially for those 

\1ho participate in nokin;.; decisions in the field .of d~velop-

mcnt in t!1cir ccuntries •. ~'ire r..ll !!:now it is nqt so 2nsy to ere at 

the new thint:;s, but it is always easier to devGlop the existing 

ones. Th!!t .is w~y, la.G.ios au.G. G<::u.telr.len, I consiG.er ny self 

herG as listiner and hmisficier before beins a spen!mr, I like 

very cuch to h2ar, nnd nec;ociate consioicrinG Dlvmys that we can 

use of the results of such discussions, but .• t ~s it was·organis-

ed tbnt I should ;:;ivz a speech here, I ~rill do ny cc;st to mn.1m 

it so sur,nerised nnd short so that we ccm leave tin:c for the 

Ciiscussioas ve noed to ~nve in sueD. ir:'!~:ortc.nt subject. 

In this conction I hope I cnn put sone li;;:.t on our eccno:Jic 

devGlopL"!Cnt in tt~-;.G Libynn .t.~.re.~ J::.:-t.::e_:p:.:u::b:::l:.;1:.;. c:..!.•.:i.:n:.....>G"''e.=nG:rGl, in tl1ree 
( ~ , ------

(listinc;ushed periods. After thnt I concantrc.te n little bit 

about ti~3 cevelopnont in ti'e field of In:•ustrinlizntion where 

I hope to give an idea about Lee i'tole of tile Italian Industries 

in this conectfon. 

I li!ie ycu to accept ny ap)np?ohgise in advance if you feal 

that any point is not covered as you oay l:a.v0 an idc·a about 

the short tiDe during w:1ich this wns prepareC. consid.:rillg the 

hen.vy· engagaocnt at our Ministry of InC.ustry nt tl:is time, 

~Further mere I o.ppOlnQ;ise for the ::~nglish trnn.slc:tion n~e 

fron the Crginnl /"re~i;ic Text as it wns e~lso ondo so quickly. 
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1- ECONCHIC IT:CG<l2SS DURING '£~3 

P~IOD FR0M THE Y1~\P ... 64 -to 71: 

.· ... 

National economy start2d to revive greatly after discovery of 

Oil, when it turned. from a disacled econoey to one that is realiz­

ing surplus, Starting with the sixties econor~y also started to 

rcaline the highest development ratios in the ~~~ world, when 

tha real total gross local product (Considering ~roduction cost 

factors of the year 1964) had developed in a conbiend annual 

average of 14,2%, during the period fron 1964-1971, 

Consequent to this type of growth , the economi~ structure has 

chaaged in favour of the activity of oil production to the extent 

that it controlled the national econony almost fully during the 

sixties and inclined to decrease greatly in the y·ear 1971, when 

the fra!'lework of activity in oil pro<"cuction had raised from 53.7% 

in 1964 to 66,4% in the year 1970, Cn tha other hand the product 

of econoFiY activities other thnn.cil had decreased from 46.3;t to 

33.&,6 within the same period, 

<rn 1971, the framework of nctivi ty in oil production had decread 

to 58.1% while the prouuct of econoey activities other than oil 

had duly increased to 1;1.9% as r2sult of the policy of the revolu­

tionary government aiDing at decreasing crude oil production to 

such an extent that is reasonable frcn thG technical and economic 

points of view, at the same tinJG increasing the prices and revenues, 

The fraoework of product of activities of agriculture and foorests, 

and fishing had also decreased froiJ 1>,5% in the year 1964 to 1. 7% 

in the year 1970, later it increased to 2.2'~ in the year 1971, and 

it also decreased in th~ activities of convertible industries from 

3.2% to 2.1% than it incrGased to 2,1>% wit!:lin the previous years, 

uccossi vely. 

Due to the fact that tLc nature of thG Libyan ecoriomy necessitates 

that such econor1y has to pay to the rcvenuGs of foreign production 

a considerable anount of th0 total gross production, it is necessary 

2/ .• 
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that we show in addition to the growth of the real total gross 

local product, the growth of the real national incone and the 

real total gross nntienal product and the growth of the share per 

ca:r:itn of these three incotJ.e changeso 

.The r..::al national---incOEe-- hn.d -g-rows (considering lu"1changenbl~ 

production cost factors of tho year 1964), during the period 

1964-1971, at an annual conhiend rate of 14,6)0, while the real 

tctal national produc·t (as per stable narlwt prices for 1964) 

had grown at an annual conbiend ratio of 13,8'f , 

As the nuober of population had increanGd fron 1564,4 thousands 

in 1964 to approxinately 2010 thousands in the year 1971 in an 

combined annual pro-proportion of increase ostiwe..teQ by 3. 7% 

therefore the real incone per capita. fron tl:e totrrl gross local 

product bad increased fron abcut 233,1.L.D in the year 1964 to 

about 233,1 L.D. in the year 1964 to about 460,9 L.~. in the year 

1971 effecting an incrcasG of 227,8 L.D. durinG tbis period, with 

an annual conbiend ratie of l0,5fo the real incor:!G of the inMvidual 

fron thG national incooe had incrcasGd fron 161,4 L.D. to roout 

327 L.D., with an increase of 165.6 L.D. d11ring this period, with 

an annual cor:!biend ratio of 10.9,1, the real incone of the individual 

froc the national incono had increased fron about 195.9 L.:J. to about 

376.7 L;;;., with an incrcasG of 180.8 L.D. ,curing this period with 

an annual conbined ratio of 10.1% , this neans that tho real income 

of th0 individual fron the basic incone changes ( The gross local 

product , the national incooe and the total national pro'luct) had 

nultiphied within thG period 196q - 1971, 

Considering final consur1ption, it would appear thnt actual final 

consuoption (at tl::e rate of r'arl<et prices for t!:e year 1964), had 

increased during the period 1964-1971, <at an annual eonbiened 

ratio of 15.4%, 

The actual increase of consur-cption per capita ha.' allowed for n 

renl incren.sc in the stnndo.rd c:Z lionh1g of the inrlivi.:~ual in 

3/ .• 



the avern:;e of a eot:'biued ratio of 8%. · This is in addition to 

incroase of share p0r capite. fron public consunption utilized 

by nll nntionals. 

Econonic expansion cluring the period 1964,-1971 hnd resulted in 

-the increase of labour -in -national Gconotzy to about 143.2 thousand 

worlmen, therefore the nunter of work::1en in this econooy in the 

year 1971 rGached abcut 508.5 thousfu<ds. 

Distribution an,i services activities had participGtal together 

. in the coploynent of about 96.6 thousand workrlen to labour increase 

i.e. about two third of thG increawe, whilG Jhigl:lly production 

connociities he~vc participated to this increase by 46.6 thousand 

work~cn only, i.e. one third of the increase. 

The activity of public sorvic0s (not includins eduction and 

health) had contributed alone to an increase of a1out 30.2 

thousanC. vorl~JJ·2n · , thnt is to say nor2 thnn one fifth of the 

increase in the nur.::ber of wor3.:.oen durinG the pa!riod refered to. 

The nnober of national work:.:.:en had incroas<:;d froo about 348.2 

thousands in the your 1964 to about 462.8 thousnnd in the year 

1971, rcalizint; an increase of 1111.6 th-ousand worlm<m, in an 

annual cor:bined increase of l1:.2%· , wl1ilo the ntr:~2-ar of non­

nn.tionc~l wori~nen had increased. in the snr:2 :Jcriod fror::. .about 

17.1 tl:ousanC. ~.,orkrxm to at out 11:5.7 thousand., tvi tll un increase 

f 28.6 thcnsands in an annual conbincd increase of 15,1~ • 

The accor,plislments oenticned hereinbefore cm'not be considered 

as satisfactory in conparison '<fi th the resources spent on snoe 

and. the real capabilities available for the nc.tional econony •· 

The volunc o{ constwt gross locel investcent executGd ( consi­

dering current ne.riwt prices) during the oic;ht years, frort 1964 

to 1971, had anountcd b <OF;roxicately 1774.1> nillion dinars. 

This vulm:12 is equivalent to nn average vroportion- of 30.1% of 

tho total national product, iJCr year. In otl1or words the rat1o 

of investoent had ar10nntcd to 30.1)~ • 

4/ •. 
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~'Organizc;tionnl distribution of this invcstrocnt "ili revcc;l that 

oil coropnilies hail tnvcll_tccl 724.9 nillion dinars representing 

t,0.9)b • The Public s8ctor :1ad invastcc 768,1 dllion dinars 

cprcscntin(£ 1,3,3% ,· and ·tbo private sector 281.4 nillion dinars 

· Lcprescntin;; 15,8% of the tot:1l constnnt gross local investucnt 

execute<l during t!;e ;:leriod 196~..:i971. 

i'An inportunt chenge hnd tci1:en plac0 in the invcstr::cnt policy 

of oil production activity , sinco tho revolution of first 

Septeccber, Total gross cor: stant inv0s t.oonts of oil production 

CO!:'.paniGs hud decreased fror.1 154 r_;iEion cinars in the year1969 

to 93 nillions ic. the year 1970 and then to 54 dllion dinnrs in 

the your 1971" On th::; oth-Jr hand this ,.,as increased wi t!J r?spcct 

to public sector fron 111,4 nillion <'.inars to 12.2.6 nillion dinars, 

afterwards to 165o9 rJillion dinars in "th.0 sane yea.rs,succe,ssively8 

This is attributad .to tb8 fnct thn.t the revoluticnc.ry c;ovcrnr1ent 

had decreased oil production to a ree.sonable level froc! the ccononie 

and tcchlilical aspects on one side and to pash econorJie developnent 

wheel and creat tha varied econocy and the oocification o:I the 

I econor:;ic structure, 

\public services. 

in a:.:~-~:i tion to oakinG availnble th~J c.dequate 

UEfJ{J:~ES3 IN TilE PAST : 

Despite the fact that tl:e nativnal econcny bad net with a renarkable 

hiGh activity durins the period 1964-1971 as result of oil discovery 

accor::.pain~d by. abundance of revenues ns ccntioncd :1Greinbcfore, the 

developocnt had suiiercd r:any suffocations n.nd points of wenlrness 

C~uring tho si:-:tiGS, particulnrly in tl:.G folJ.owin[3 C1S!!CCts:-

1) :i·Tcn-ots~:Mr.'"J.DCG of tc:.l;_:Ec0C. g,r0~4tho Ti.:.c grov1th of the sixti~)S 

hcid toi-.cn [!. hijh ratio Jf crr~·:.~·J oil nroduction follow·cd by 

increase in the ratios of lo'~,· ::;reduction services t curing 

less for dcvclopuc;r~ ui hir)1 :;_)roductivity co;·.:r.mclitics , 

·lxu.·ticulnrly Agriculture nnd l~,Just:cyo 
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Not driving adve.ntQcc fror~ the big dc:~·.and on the cor.T1odi­

tius anO. services J:]Wc!.o nvnilntlc by a·il":}ro:.~_uction activity 

pre1~D.rint; the cocd. ntnos_pherc for the existnnce of local 

produ~t_i_op._ .. _ 

Non--:obsorvaueo of fair devclo1~~.:.ent localization, neglectin(~ 

t:1G villages und ryral' territories, the thing that resul tcd 

in nigrution of country inhabitants to urbun districts in 

an unusun.l nanner. 

Bad distribution in inco:~cs durinc; th:a sixties, Non-balance 

of distribution of incor.:cs 2.r:1ong inc.,_ivic~un.ls c.nd the big 

gaps between saoe bad rcsul ted in ti:·3 existence of big di­

fforcmces in tha incones and inclination Of p0ople of high. 

incooe to'"~urc1s sp-2ncling on lu.xurics. 

5) Cash inflation wns scoi-scvere, ttc·gcncral level of prices 

had. incrc:nsod by_ a pcrc-2ntuse of 7.9 per year in the average, 

during the perioc 1961..-1971, Also tha level of the investidc; 

cov.coC:i tics bad increased by an n.vcrago of abelut 8.11% per yonr 

during· the sane period. 

6) nis-bcllance in tho social facilities when tl:G eduction 

syster was not tnkint:; care of econor..1ic rcquireocnts of 

the country as less than 57; of the stu('~ents joined the 

tecl-micnl cC.ucntion, L.lso 85% of t:·:_e stuc"'_ents were nll 

in thB ele!::"'.entnry cducntidn. 

3- OIL PR.OGRES3ES IN THE 

YE;l.J:(. 1970 c.nd 1971: 

The rcvolutiont!.ry governr:-;znt st.:::.rtGcl ~o Sive greet i~tcrest in 

set tine; a now devclopncntal strategy ainin[l at lini tution of 

crude oil production in order to retain tho oil ';eal th of the 

6/ .• 
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country and get th0 big,:,cst l1Dssiblc revenues of stme and dedicate 

it to proc~uctivo nctivitios so as to free nationnl econooy of its 

bcin:::; G.cpm:Cont on oil prcC.uction • 

For th0 pruposc of ncalizat6n of tclis objective, oil activity wns 

nt the hcud of th2 list of Gconocic activities which experienced 

n nost ioportnnt prosrcss durine; ~i1e two y2nrs 1970 nnd 1971 nnd 

it will hnve its effect on the follow~GG years when til8 new ndequntc 

technology is observed in pr~duction. 

During these two years en agrecccnt of Septe[]bar 1970 and March 

1971 we>rc notified between the Libyan Gcver=cnt and the oil 

conpani0s oporatin::; i:_:l the country. These two ne;r22erents had 

talren cn:ta Of nany" wrong si tuntions crc3tGd by tile oil coupanies • 
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SECCl'T.J ~?.:liT: 

1972/1973 

The allotncmts of clovGloJX:cGGt buur;et in tlcc plr:n of 1972/1973 

ha<l nc10untod to "'osut )'(6 roillion ,.:;inars, This allotnent was 

nr:c!1c1ccl durinG tl:l~ year until it renchecl 444o4: illllion dinars. 

3xacutc(: allotr;::;:lt reach0G. 35l.t:. 7 cillion :~inc.rs in ti-.o proportion 

of 96.6~0 of tt.c exi)enditllr.)s plo.nnc<l for O.cvelopcent budb.ct nnd 

in the J_.:-roportions of 79.Efo of tho an:nclccl plann2d budget. No 

doubt tl-.at the volUi::e of executed oxpondi t~rcs tlurins this ;.1lan 

is to b0 considered. as bit:; as it 8XcGeds tto voluoc Gxecutcd for 

the ycar 1971/1972 by tio::> acouat of 107,1 roil lion clinars, and it 

at the sm:e tine is equivalent to 2,3 tii:cos tho cx:?cuted the 

volucc of 1970/1971 anC. is aloost equivalent to t~:o voluoe ex­

cuted during the eight years falling bctv~een the two years 1962/ 
1969. 

It is expected ttnt executicn of tll'' nllotocnt o:i' d:lvelopL1ent 

budt:et durinG the year 1972/1973 , in tli'J G.iff:Gre:nt sectors, 

would be os follows :-

8/ .• 
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SECT OHS 

AGE.ICULTUl~~ & J1..Gr~-
Fi.L\N F3FC·i..l"1. 

INDUSTRY 

PErli.OI,E{JH . 

ELECTLICITY 

TH.iJ.NSFC~',T & CCNHU-
NICJ~TICNS, 

SDUCLTICEALY & l!Jl-
TIC!l..:.L GUIDJJ·lCE. 

PUSLIC i-::&lLTH 

UBClJI'. ;'UJD SOCIAL 
il.FFAIRS 

HOUSING 

LOCAL GCVEFl'll·i~TT 

ECON(;l·!Y & TGUEISH 

IllFG:!JiATEN & 
CULTUlcE. 

. 
PLi'Jll!HJG fJ'ID 
lillt:IHISTI::LTION. 

Pf.CJJCT R~SERVES. 

TOTi;L 
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!A.HENDZD! I I 
CL":GIN[;.L EJIT'J~ND I F~OP3F.T-I PRGPDR- PE.O:?':.:f:.-
PLiJil'LID 1 FLi..mJED ITUi~~S I Tl GNi.L I TI ON TION OF 
J-J.JkT- lil.LLCT- EL3C- DIS1~_:.IB I OF EXECU-' 

UTICN l jiiJC':CU-!.S~NTS IN W'J·JTS UTSD 
I 

TION OF 
LILLION IN 'IN ~30- 1 TtiON A.E}:!~Y!l>ED 

..... , 

DIN,,LS, iciL:UIOF BILLION :JTJ:D AS TO PL:J~.f@ 

DINJlliS. DlNt.zi,S % PLil.NN- EUDGET 
ED ALLO-
TH:JllT 

% 

53.0 96,6 61.1 17,2 115.3 91.7 

48,2 68,2 1,8,0 13.5 99.6 70,1; 

31.7 31.7 23.9 6.7 75,1, 75 ,I, 

32.o 39.2 36.7 10 ,I, 114,7 93.6 

47,0 42.4 39.2 11,1 83.4 92.5 

39.8 39.9 30,6 8~6 76.9 76.7 

13,8 24,1 ilt,O 4,0 .101.4 58.1 
. 

8,2 8.2 3.5- 1.0 42.7 42.7 .. 
51.7 72.9 68,6 19.3 132.7 91;,1 . 
30,0 38.9 25,6 7.2 85.3 65,8 

2,8 4.3 0,7 0,2 25.0 16.3 

6.2 6,2 2,1 0,6 33.9 33.9 
-

1.7 1.7 0,7 0,2 41.2 41.2 

0,9 0,1 
i 

o.o - -· -
. 

I 
! 100,0 

. 

367.0 lilt4 .It l35l,,7 I 96.6 7-9.8 

I i I I 
' 
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IN 1972 i"'iil'J 

' 

INCPc~'lS&J CIN ::-:ELLTITI ?~CJ1NT.h.G OF 
TIIGUS;:JB FC!?l{-

IKFORTLJJC.E INCB.Zilfill 
}.:3N 

20,(, 53.0 !.,5 % 
18,0 1f7,0 29,0 % 

I 
38.4 100,0 I 7.5 % 

I I 
' 

\ 

The incrcc.se in enployr::.ont in this year is equiVnlont to 7.5% 

in th<:! nc.tionnl econooy while it is 4,5 % us for as the Libyun 

natione.ls a.re concerned. It Eoes. up t.o nbout 29% in the case 

of expatri~tes. The perccntaG'2 of labour in Gxpatrintes had 

ranched 14,5% of the total labour in tte national econor.y, 

A recc~rknble progress had taken pl~ce in the social services 

of 1972/1973 plan, Witt regard to education, the mu:1ber of ' 

i 
' i 
' l . 
l 

i 
I 
i 
I ~ 
I 

girl and boy pupils in th13 elcr-.~nte.ry education l:1ncl incrGased 

by 52,!1 thousancls i.e. 11,3 P• Gbc percentnge of pupil absorb­

tion in schools was increased by 82)[, PrelJarator:/ scllool pupils 

bad also increased by 13 •• 4 thousands i,e, 13,1% , Secondary sc~wol 

Studants increased a.lso ty 1.5 t~ousands 9 r·cpresvntiug 16;;. 

TecLmical seconC.ary school students also incrouscC: by 0,5 thonsnnd 

students i.e. with n 1-'Brccntage of 27.8 the nur:.ber of stUd\:nts in 

teachor institutes had in.crcused by about 4.0 t::wusands, represen-

·ting a perc'entar;e of incrcnso nnounting to 80 % • 

\ A kind of ~rouotion in ttc 

~lace during the two years 

sta.>1dard of public health had taken 

1971,1972 con;Jared wi tl' respect to 
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doctors nnd beds. Tl1c m.u)j'2r ·of H.Ds. had increnseC. froo 1 doctor 

to 2000 people to 1- to 1400 • The nud:er of beds hnd nlsc increas­

ed irocc 3.8 be'"s for 100 people to 5.4 l:oCls fDl' 1000 pco11lc • 

\fith r·:::spcct to hcusL!E:_; 10.3 thousnn.:;. housinc units were C0nstruct-

/ cd dUring ti1nt year c.lonc The l)Ublic sector he1c1 contracted 

'\ nbcut 6 • .3 thousand units and the private sector had constructed 

L~c rest. 

11/ .. 

, ;;:, '~ .. 

',,,. 

11 ,I, 

L' 

:; 

IJ 
:i . . . ,, 
; i 
:f 
11 
'F 

,. 



... _., 

----------- ~--­
~:- <:.'~-~-. -· ----~--------~-~-

- 11 -

THIRD PART 

rHE PIJ~' 1973/1975 

These are only tLc uost iupvrtant objectives of the plan , with 

concentration on productive aspects only. 

/ 

The strategy of the plan is based so as to realize naxinun ratio 

of devGlopc.ent to the national econony as a whole, supported by 

variety of econonic developnent, speeding up and increasing deve­

lopnent ratio. of tbc nain economic activities , and keeping up to 

a reasonable ratio .in respGct to t!'e ilevelopccmt of crude oil 

production • 

On the other hand., the policies drawn for realization of social 

justice and fair distribution of inccnes and resources in the 

· Lii:ycn Arilb Republic, ::re ccnsidere:! to he having the sane in­

portance of the. developr-,ent strategy in the current ;:>lan • As 

the unbalanced growth in t:oe past rcsul ting of lac!< of sufficiant 

schools nnd educational institutes for the Libyan people who are 

liable for education, as well as insufficient cedical care by 

virturc of sucL a situation, the government had to purBue con­

tinous efforts in progrnL£rinG .creutly for the social developnent. 

Therefore t::e strateBY of sociel devdo:)DGnt in t:,e current plan 

observes tb.o social rcquirvoants of t!1e Libyan na:tionnls to a 

groat extent. 

The strategy dso proposes tc1e neans tl:roue;h which the efiective 

policy might be carried· out, in this respect. 

12/ •• 
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Also the localization strategy in t o pre.S<?~t three .yeO.r Flan 

ains at realization of a localized Uev810lJ!:lent thrcu~h different 

lJossi blc socinl ond econor;ic policies takinG into consideration 

two basic criteria: Utilizc.tion of tLe ;.oetcntials of each and 

every region in-order to achieve I!:laxir:ruu possible growth; and 

vanish or lessen diffor"nc2sand .tolerances in social conditions 

prevcilinc; nr1ong the inhabitants nntionwide. 

Co-ordination J·:nd taken place a:::ong ti:c different i tens of 

strategy clenents ruontioncd hercivbefore. 

':le cive below the cconocic, social and localizP.tion o!Jjectives 

~specified in the. current plc..n derived frac the nbovenentioned 

strategy, et1p:1asizinc tl.J.e fact that the plnn haG. observed close 

relations anong the eionents of these objectives: 

A- ECCNCi<IC C:SJ~JCTI~:!;G : 

The three ycur 1;lan nir:.s n.t ree.l-iz2.tion of ·t::_e following 

econo~ic objectives 

1) Growth of. gross :;.:~reduction of nnti_onUl eccnm::y nt the 

rnte of 36 •. 8 % during the dll:ration of the plan, reprc­

sentinc; cm nnnu:!l coobined ratio of u.oo;; • This objec­

tive is support2d by the non~oil oconooic nctivitiC!s, 

with particulnr 'refcre:1cc to t;_~a activities of agriculture 

nnd convertibLe inCcustries ns tl:o plan ni:~s nt developing 

the production of non-oil eccnonic nctivi tiC!s, as a whole 

in tho plan, arid in nn nnnuc:.l Coobi2ncd rate of 16.5 ,;0 •• 

while the nctivi ty of nr:;ricul tt:re n!!cc f~l·sts and fishing 

in the ra.tc of 50% durin[ t~.c plan ••• i_,c in e..n annual 

conhined rate of 14.? % while convertible industries 

13/ •• 

I 

., I .\->• .. 

··' 

:. 

. ·; 

1: f 
. ~-



., ,."·.· 

. ,------:.--~--------· -:-. :_----::___ __ . c·-:·::--·-----· --·~·; ________ ··-~-

- 13 -

act~vi ty in t!10: ratio of 93.0Gj0 c1urins ti:~ plen rate 

of 21,, 5)i wh;,rcas tb2 nctivi ty of· crude oil ~;reduction 

in a. ratio of 15.sy; c~uring the ple.n durntion i.c in an 

annual conbined rnte of 57;, 

Spcnkinc: of .i:.Gricul ture, tha )lan air.,s at scfl-sufficiency 

in the pro,::uction of nacesc~ry foot~ stuf::Gs in the sborest 

possible tine within fron eight to ten years, 

This objective is tc be ccnsidCred as an o0ligntion and 

er-:bodics a big n.Gricul tura.l revolution n;_:~~-li2d throug~ 

the four cain proj8cts cf inte[;rnt.cd u.gricul tural develop­

cent : The rrojcct of Gifara vlnin , th2 project of 

El Jcbei J~Iu'ldar, thC> project of Fezzan terri tcry and the 

projoct, the _Thr~e-yonr plan aius at increasing wheat 

crops frcn 80 to 200 thousand tons , outton, cattl·2 and 

cnoel :-:2ats fron 20,8'fo to 20,8 thoEsaaC: tons poultry fron 

2,5 to 5,5 thousand tons, egGs fron 4.9 tc 8.1 thousand 

tons and ~ilk fron 56,9 to 95,6 thcusand tons, 

As for industry, the :.~lan aios at realization of additional 

pro·}uction in all public s·~ctor projects t:J be operated 

d.urins; thG plan in a.ddi tion to those inc~ustries of private 

sector, bnc!<ed by better utilization of ini:ustrial pro(mctive 

capacities throu;h rendering _nbundar-t the necessary rnw mn­

terin.ls, an~:. crec.tion of incentivos an.::-_ elenentes of encou­

rniencnt dcdicnt2d to the purpose of industry. 

As n first stngc tow~rd inc~ustrial ::~cvolopoont in the Libyan 

Art r;opublic, the strategy of the present three-year plan 

was based so as to give particular ioportance to the follow­

ing three branches of convertible injustrics:-

A) Food Ini:ustry, in order to ren~cr available necessary 

foods fron local production, as alternative to ioportn­

tion. It is proposed thnt such industries will grow in 

the rntio of 45/b C.urinc; the: durc.tion of the plan i.e. in 

an unnunl cot:lCiond rntio of l). 5~ • 

ill/ .. 
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B) Bul·ddin1; and. construction Gmt2rio.ls inG.U.stri0s to 

cover tlH~ r.:=quirer:.:::nts of this invest:..:ent pla.n of the 

three - ycnr plnn as w8ll as the follcill.nG plnns with 

·respect to big volunes of these it·2es,-as altGrnative 

to. irportation. It is propor8d th~t such industric:s 

will (;ro_w in the. ratio of 158% c'urin;; the dm:mtion of 

tbc plo.n i.e in nn ~nnunl conbincd rQtio of 37.5%. 

c) ChcrJicnl & :i?Gtrochocicnl industries. The Libyan Arab 

~OJUblic is relatively privileged in this respect. It 

is pro:~oscd th~t thu Frocluction of t21~sc; industries 

shall Grow in the r~tio of 96% Quri~; tte plan i.e in 

an annunl coubincd rntio of 25f,, 

By realization of the n.fcrenectioned rctios the plan 

woUld h~ve renlizoC. the Ui)lift of t2c :_)reduction .)f 

non-oil econocic c.ctiviti;:s as o. w!;ole fron 50.&,6 to 

58.2% , AJricul ture and forests nnc:. fisLinc; fro~ 

2,9;& to 3.2';;, convartible in<Custries fron 4,37~ to 6% 

during th2 poriod froc 1972 to the lest year of the 

::_:Jlan 1975 • 

As for crude oil procluction n~cl nntural e:;as, this will 

drop froD 49,4% to 41.8/ in the sa:-:1c period, 

2) Grow-th of real Gross naticnnl incone in tho percentage 

of 35% during the plan i,e. in an rumud conbkend ratio 

of 10.5%. As is in the case of total pr~cuction, this 

.objcctivG is bac!<ed by non-oil econocic activities with 

lJa.rticulnr refer-~ nee to ugricul turc_ nnC. industry. 

3) Being aaticipated that the po1;ul:oticn vill increase 

in nn n.i1nual conbine<l rc.tio of 11.556 :}urin~ the present 

tllrce-y-:;ar pl c.n, then L .. e re2.l sh.::ro iJer c·npi tn. fror;< 

the Gross nntion.::l inconc would incrcnnc frOc 775.2Din:'lrs 

os in 1792 to 89),2 i'.in.ws in ti.1c lnst yenr of the plnn 

1975, this si1nll rc:Qrescnt rrn increase of 138 dinnrs i.e 

in u.n nnnunl cor::bined r:rowth oi 6j5 • 
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C.urint; tlJ.c plan i,e in c.n nnnucl cor.1bin2d crowth of 

S .4% provided thut fhc cousucption L_Jer CG.~)i tu growth 

in the rQtiv of 19~~ durinG tb.a 1)1 ~ i ,c in nn annual 

cot:Jbkncd rn.tic of 6c;l whcrcns tht cencrcl consuntion 

grol'.'th in the IK~rcantn;;e of 37 .~~ Curin0 tl~e pln.n, i,e 

in an annunl co~t:ined rc.tio cf 11.2j; ~s is necessitated 

by devclol:z::.3nt requircn2nts with particular reference to 

public health and. education an.-. national defence. 

5) As rcsul t of all round e.ctivi tics nicing o.t cconowic and 

social devolor~:::ent rcsul tine; in adcli tional labour debnnd 

·by contractors for the pur~ose of execution of investncntal 

proGr= ained at by ti.:e plan, it is anticipated that addi­

tional oprortuni tics shall be rendered available for and 

which aro Gsticatcd by 125,9 tt~::.sand wcrlmen, il.s d2nand 

of working hands exceeds the available supply of sooc, it 

is therefore anticipnted thet thG nurcbcr of expartiate 

worlmen shall incr2as2 to the extent of 53 •. 8 thousands, 

In this respect th'r lJl::m air:s at the follo,·.rinc;: 

A- ~lakinG naxir.mn use of national onn-pover GivinG enploy­

nent to- won~n an'"".l nanads as woll us these hnving per­

nenent disabili tics, li~i tin,; veiled un2nployn2nt by 

way of creation of ~aterial nnt ideal incentives in 

order to ioprove n2.tionnl si.{illfulncsses. 

B- Increase of 11roductive suf:fici·.,ncy tC!rou;:).J. application 

of nodern t(:chnology in in-..:.ustric.l :?rO(~uction ~orr:.:dn;s 

ioplenents in a.grnrinn !_:ToCuction, Ga~ construction 

equipncnts to building contractors, ioproving labour 

syst0e, anti takin::; care of train.inc; tho cost possible 

nunbor of tho youth in th~ shortest possible tine, 

C- Givin;:; duo att<:mticn to ace\dcr::ic and tcclinical odu-

cation nnl. cxp.:1nsion of university cd.ucntion tltY~ incrcns­

i~g tbc nunber of those sent abrond in order to spcci.-:1-

lize in the fiel<ls required by dcvdop::;cnt proj~cts, 

16/ .. 

...,.. 

.{ 
·-: 

.:~ 

r 
'' ·[~··. 

r 
h 

,I\; 

q .. 
. ( 1 

.. · 



. :0. .... - 16 - .,-

6) \·Iitb r..:.:_gnrc}. to. f_?rCign __ trndc, th_9 rlon niDs ~t __ the gr_o~~l __ 

of ioctrolour·. exports in the ratio of 15,8)& during thcdu-

. ration of the l;·lan i.e in an annual conbinccl ratio of 556 
due to the policy of the goverr.nent necessitating linita-

. tion of cruLc oil production to·sucb a level that is tech­

nically and econooically, reasonable, 

Tiu:CJl : SOCiil.L ORDCTIVES: 

A_ rcoarkable progress took place in sevorEll nspocts, including 

the fell owing:-

1- Realization of- SociC'.l justice through expansion of the dis­

tribution base and ta.~rinr; those earn~ng linitcd incor:1e benefit 

coopnratively with the result of devalcpoont process. 

2- In tl:cc educn.tionnl services 1 ref!lization -ol o1:ligatory oducu­

tion up to the end of the :)rCpE'..ratorJ st-:1ge. 

Designing the educutiou.al pyrar1id tor;ethGr wi tl: the proootion 

of technica_l education nnd th<:! accupo.tionnl o.nG. ·professional 

illitracy, and inoronsin.J th;; nur-bor of student studyin0 abrOad. 

3- V/i th r(:SI;ect to he£".1 th servicGs, th2 :i_)}an aiws at in:._: roving ti~.3 

standard of health scrvic3s throu.;:1 incr8asing the nTIEbcr of 

health canters, nnG. :i:JroVidin; th:.?n by the suffecient n11r1ber 

of physicians c.nd equipinc; these canters with th-J necessary 

beds, 

4- As fc:r housin,~-,, thG final object of tho country• s policy in 

this field , is to prcvil1e caci1 ft"lc,ily . with n housing unit 

in th-2 followins ten years, i.e. by t2a end of the year 1982. 

This is accorc!.inc~ to ·snc l;lan. 
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T.'>E LOCLLIZATION OBJECTIV3S: 

The :_:rcoin['.nt feature which. characterizes t~:e pluns of the locn­

liza.tion dcvcl'o::~:-:ont is the coordinntion nnong ~iffcrent economic 

unCI. social acti~rities bo.sed on localization • This feature dis-_ 

tinJUishis i ten froo thase jXlrtioent to soctorc.l dmrelopoent 

whicb is bc..sed only on activity. Tl~c adequate c.eans for directinG 

the opcrc.tion of devolor;:·znt in tJJ..a r~cht way, is to draw integra­

ted, conpribensive,- sectornl and localization plt4.'"1s nnd connectinG 

therJ with tba nntionnl conprib.ensi ve pl c.n for eCononic and social 

developnent, 

The Libyan Arn'D l:~epublic being very spncions country with every 

low population density a:J.(~ ,.fi th bic; econooic and. social differences 

froo recion to anot~er, the present ~lan, therefore 3ives the locn­

lizEtt{on progrnn for econor.:2ic nnd·social develcv~cnt groUt inportnnce 

and also tries to· coordinate th:1t progran lii tb ti:le sectoral pro r;rnn 

were ever possible. 

FU'TH VOLUHE C'F TIB PLF.N 

EndeavourinG to realiz.c,tion of the strategy and objectives of the 

developnent aforo-santioned, the pres2nt three year plan has 

·approved a ~_rery densificd and inVestnental progron in the m:1ount 

of 2170 rrillion L.D.; BeinG so this will uplift tDe ratio of the 

gross local fast investnent as coopar0d l<ith the gross national 

pro<luct,i.on, usually referred ~o as 11 invostn~mt a.vc:rc.gc" , fron 

27,61 in 1972 to 4.6,&f in 1975. Tl:!e realization of th<>se objec­

tives nccessi tnt12s certain nrrn.nge;:-1ent of priori tics for the 

right dis,tribution of resources anon~ G.ifforont ccononic activi ti0s 

of nr.tiona econony; which will be centioncd below :-
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Locnl ,_ Fc.st Invcstn:mt Pl,mnec'. In The Three Year 

Plan( 1973-75) 
(r:oillion L.D) 

' ' 
E~.Oi'C<cTIONAL 

ECOIJC!1IC LCTIVITI!:IS Vll.LUB DISTI,IBUTION I 
'/o I 

I 

I 
i. .. r;ricul tur.:::, Forests nnd Fisl:ir:.s 311,3 14,4 

I Gru:lc Oil prc-cluction and Naturnl Gn.z 195.4 9,00 

I Hinint; c.ncl :~ uarr i c s 5.3 .2 

Convertible lrrC.ustrics 226.7 10,4 I 
Electricity, Gaz and Water resources 254.6 11.7 

Construction 18,00 ,8 
. 

V!hol Sale an c. Retail trads 7.9 • 3 

Transport, Storoge enC. CoC'.nunica.tions 270.0 18.5 

Benks and. Insurance 1.0 -
Rousin(!; · ~25,3 19.6 

ru1:lic services ( s::.ve education nnd heul th) 165.9 7.7 

Educntional servicos 181.9 8.4 

Hea'.,th services 90,6 4,2" 

Other &erVices 
.. 

10.5 .5 

Reserve 20,6 1,0 

Subtracted: Land. value 15.00 .7 

TCTilL : is :1 i vided between: 2170,0 100,Q 
-

Public Sector 1800,0 83.0 
. 

Private Sector 370.0 17.0 
. 
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Gross Local Income Objectives In the 
Three Year Plan (1973..:75) 

(Considering production fccctor costs. for 197.2 shown in million Dinars) 
----- -----·---------·--·- ----· ·-·---------------··- . _____ ___._ ----r-- .. -- ·- --- ·--- --- ··-·-·· -------··-

Economic activities Ratio of Planned 
% 

197.2 197.3 197.5 I 

. 

Agriculture, forests and fishing 4c.6 
,_!rude oil production and na tu.,.. ' 

ral gaz . J04:3 
M:L:..1ine and quarries 3:0 
Col'lvertible industries 35;8 
-r~- '..l.. .,.:,...;_0,Jur icity and water 8:3 
'J:Jastru.ction 125;5 

· ·;-~;_~ole se .. le and retail trade 60;7. 
1ll:: a.ns port 7 storage and -,o·Jmm-. 

unicn.tions 72;1 
Z.:.~~·.1kS and insurance ' 18.0 
Hot"!. sing 7.4:7. 
Public services (Save education 

and Health) : 131.5 
Educational services 50.0 
Health services 29.7 
Other services 19:6 
Total divided between i573:8 

! 
Crude oil productions and 

natural gaz i 909;3 
O-!;her activities • 664;5 

:Plan of Com1JinsJ 
i 197.3 197.5 annually 

45.o 63;3 12.3 56•0 16.0 

955.0 1053;0 5.0 15.8 ~.o 

3.6 5:3 20.0 77.0 ! 21.0 ., 
43.5 7.1;5 21.0 100.0 26.0 

10.0 15.2 20.5 83.0 22.5 

2.23.0 277;0 77.7. . 120.5 90.0 
66.2 80~6 9.0 ' 33.0 10.0 

81.8 111;2 13.5 54·0 15·5 
14.4 23.3 8.0 29.5 ! 9.0 

' 
85.9 116;9 15.0 56.5 . I 16.0 ! 

! , 

141.4 165.5 7.5 26.0 8.0 
58.0 80.0 16.0 60.0 17.0 
28.0 36.5 H~~- 48.0 14.0 
21.1 25.7 7.5 31.0 9.5 

1782.5 _2125;0 13.0 35.0 10 .. 5 

955.0 , 1053.0 5.0 15.8 5.0 
827.5 :1072.0 2~.5 61.5 17.5 

,-

\, 
I 
r 
J . 
I 

I 
i 

·.\ 
,[ . . , 

, j 
, ' 
, i 
' ~ , , 

, J 

:\ 
; 

" I 
•I. 
d 

:i 
11' 

l! 
1[ 

' 1! 
!;. 

Pi 
•'' 

jl 

11 
!I fi 
, .. 

i ; 

'i 



. .,, <' 

- 20 -

.·:···:)'1~:~~-:-· 

~~~~- . 

.. -------~~-,.--------------- ---:-·----------- ·-·----------·- -· .-----=-:--:-~ -__ -. --·"- ··- ., . 

SEVENTH: IHDl:sTHIAL .?ROGrti'J·'lS 

Item I 
! 

2 

3 

4 

5 
6 

Sub 
Item i 

A 

B 

c 
d 

E 

F 

G 

H 

J 

A 

B 

A 

B 

c 
D 

A 

B 

, 

Extent of Participation of Italiali" Organizations in the 

execution of Industrial Projects; 

1- Funds: 

Programs in the Plan 

Industrialization: 

Food Inctustries 

\Estimation for 
\the l973-75plan 

28 989 000 

Spinning, weaving, clothing and lether industrieSj 14 833 

000 

240 

000 

000 

000 

Wood, v10od products and furniture industry 

Chemicals and chemicals products industry 

Metallic, engineering and electrical 
products industry 

Cement and building mater~als industry 

Development of productive units 

Partnership and establishing of n01; oompanies 

Training 

Industrial Research: 

Technical and economic studies and researches 

Mir~~ing and Geological studies and researches 

Encoura.gemen t of I11dus tr:'t: 

Contribution to ourrent consumption 

Marketing of national produots 

Industrial Training 

Industrial eduoation 

· Development of Tradi ticmal handicrafts 

Development oili ag_uatic wealth 

Industrial and real estate loans: 

Real estate loans 

Industrial loans 

Grand total of the Chapter 

, 
; 8 

i 15 
I 
'22 966 

807 

000 

000 
' ' 
'40 
I 

1 000 000 

500 000 

3 000 000 

2 500 

2 943 

000 

670 

2 500 000 

141 

2 876 

1 7'Ll') 

1 452 

7 460 

!65 000 

6 000 

22t) 154 

000 

000 

000 

000 

000 

000 

000 

000 

• 
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3- I;IFFICU~TI~~S !J·.JIJ E-·~cr:n_.~3}1S ·FI..CDTG :nt~USTRLili I:lN~LD~~T: 

The scctcr of Ind~;.stry is fnc0d ""uy several probl~r.1s which hinder 

its clevolop~ont .. Sooe of these Frobler:s are or.:.bdiad .on. the sGctor 

itself while t..h2 others nre found in th;:, other econooicnl sectors 

having relation wit!;. t~·· e developnent of tl"i2 sector of industry • 

Such ~roblcns r.:my be gi vcn in brief ns follov1s: 

1- Lnch: of tachnical, econoo.icu.l and oinints reson:rc!1es a.nd studies 

which nr0 to be ccnsid-.1rcd the foundation stone .for cstnblishnent 

~nd execution oi industrial !_Jrojccts accordinG tv sound scientific 

fundnr.::·:-!ltal s. 

2- The sr.~nllness of tho absorbing capn.ci ty of t:1c local r:nrkets 

in ad·Li tion to lack of orgn;)izationnl pov;er to cor;petn with forcit;n 

nru-kets, thus industriGs o:Z big econoe1ic aspzct cnn not tnke existeuce. 

3'- Laclr of industrinl consciousness in thJ privntc sector nnd its 

retirenent nnd hesitation with respect to investaant i!l inC:ustry. 

I,.- Lac~< of worimen specinlly these specializi~2· in the technical, 

adninistrative n.nd orQ;anizntional as:.:·e.cts. 

5- Inadequacy of basic fncili ties in tha locnticns noninnted for 

cstablisill~:.·;;nt of industries in sar.:'e, with ;nrticula.r reference to 

eloctrici ty, roads aad. water, sewernga nnC. th2 ~1iG~1 costs required 

for such achiever.,ents, in addition to lack of c:ther auziliary services. 

6- Inadequacy of production sufficiency in industrial projects 

which is in turn reflected upon high costs of pro:':uction and weak 

possibility of conpeting sioiln.r products. 

7- Uenh: nbility cf ox~cutior'.. of contra.ctcr c..:1:J. t:::.;:;; existence of 

sufiocntions in the nvnil8.tility of tuild.in; ::.~nt0rinls, the thing 

that would le:1d to delety in·executioil of coutruction projects, not 

tine shcdules fixed for their icplcnentntion. 
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A- OBJECTITIS 

1) ~ffcctin:::; devclopoent in the sector of industry in an 

annual cor::binod ratio of 21;.510 and in t;,J total industrial 
. . 1 ., ,. :\ t. .. 2""'1 1ncooe, -1n un nnnuu. cor:;.o1nec rn 10 or ':J'p • 

2) Cho.nsin:, the in.::!.ustrial structure ns coo1X1rcd with tbe 

total production frcn 4.3 ;G in the b"sic Y""r 1972 to 

67~ in tl:w l"st Y""r of t!:le .;,len incoc0 fran 2.3)0 in the 

bcisic yenr 1972 to.3.4f in th2 lnst yoCl:r o-1 the ~lnn. 

Th0 two enclosed tc"blos sllow tD.o ot,jectiv~s of J.:;roduc­

tion nnd·incono in the sector. 

B- T'u STf.."cT3GY 

• 

Below is the ·strateGY e.nd the priori tics and j_Jolicies oi the 

industrial developroent of the three-year plan , and which 

fori:ls a stnbc of the l:;roposed long plan, :6iving :)riority to 

the branch2s of incustrial activity nec2ssctatcd by tl:e con­

siteratioil.s and requirenents of thG current c;rovth stage ained 

at, and which are as .follows: 

a) Basic alioGntary industries to neet tho increasing con­

sunption denand and in order to realize self sifficiency 

with regard to these coc:nodi ties, These industries ,;ill 

lend to exploitation of the agriculturcl, aninal and 

fishinc prof,ucts which are locally available, through 

linh:ing n.g;ricul tural expansion r:ircgrnos· nnd the industrial 

probr.nr..s ~~y wny of establisbr:JDnt of in~ustries that would 

absorb the ngricul turol n.nci a.nicnl production exceeding 

the requirecor..ts, of locnl consteJ.iJtion.. Also estaiJlish-
~ 

nent;of inclc.stri.:;s t!1.nt -vrou.ld. ren:.cr nvnila"t'lc the re-

quirenents n0cessary foe dcv~lo1;r.-:ent of C..."1it:J.o.l products 

(fodder inJ.ustry). 
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b) The industry of builclin6 nz.t,:;ri~ls n~t C0l'!struction 

nec2ssnry :~or ron<lerin.~ c. ... .rail:!.blc t~:o rc~p.:.irer1ents for 

.JXccut"ion of dcvelopr::.cnt plc.ns in th~~ various sectors 

so as to do without inportation in t!1is as~:cct~gradually, 

c) Engineerin~ oetallic in~ustries whose finnl production is 

used as r.1ediu.~ cot:1ecdi ties suc~1 o.s reiniorcecent steel, 

pipes, agricultural tractors and trucks etc,, such itcns 

contribute to execution of the projects of other sectors 

and truc!rs etc,. snoh i tens contribute to execution of 

the projects of other sectcrs with particular reference 

to the sectors pertaining to agrict:J.ture, building nnd 

construction and oil , 

d) Che~ical industries whose raw naterials aro available 

locally and which would render available the production 

requirenents for otD.er se·ctors and at the se.oe tine de­

velop exploi ta.tion of nvnil~ble ncturnl rLn'l nntGrinls, 

such as the industry of fertilizers, caustic soda and 

.chlorine, etc .••• 

e) Coonencemcnt of cxGcution of a long tc= i_'rogran for the dGve• 

lopncnt Of pctrch\3~icnl in·:~ustrics, due to n~undnnce of hu~e 

rcserv\?s of gns nnd oil oi l!it;h qua.li ty unllin; possibl'e the 

establishr::ent of petrocl:wnical in:'.ustries so as to represent 

a pushinc force for nn into.gL"ated inc:ustric:.liz~tion proe:..un 

of cstablishwent industries ·based on nnturnl gc.s for pro­

duction of Broylenc nnd j~thylcnc gnses us well as nctrogeine 
' 

fertiliz"ers nnd. utilizn.tion of gas-ns feel for industrial. 

estates beside cst~blisbic,ent of oil by-proc:'ucts industry, 

f) Cor=pletion of technical .end econor:!ic studies for establisb­

nent of the iron and steel conplex on tbG ~asies of Gxplci­

t'a.tion of nnturnl [:PS r;.nd irpn rcw pntcrinls locally avai­

lable so as to fore: a solid base for engineering and r=etallic 

inC.ustries in thG long run. 
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If '"' Lad displayed in this sur:cr:;ary sor:;e of tl~e ::;encrnl aspects of 

tbo devclopr_~8nt plan with 1:-nrticulc.r C.cdication to the inrlustrio.l 

sector it would be worthwilo !lt tl::is stace to rcf<:>r to the fnct 

that t>,,;· oxacution of tl:is -.)lC!n he.d offcrocl c.n o1_xm chc.nc.:J for 

the · internationo.l firDs t::.J cor:1pcte a;·_-_cnc, the::1sel ves with reSl)GCt 

to execution of the various projects, 

Ita! inn organization had pcrticipated up to· now in several projects 

vig 

1- Consultive services concerninG r:::inins nn<."';. cm:1.::nt projects e 

2- :3xecution of scvorn.l prajocts such .is 

n} Corn mill projects in Tripoli, Bent;b.nzi c.ncl I-inrj. 

b) \l'ashing and spinnin.; wall project in Al Harj, 

c} Line factory in Bonghnzi. 

d) Expansions in th9 ir.custry of mincrcl waters in Tripoli, 

c) A fri.ctory for· Dat~s jc.m in I.l Khans. 

f) 1.._ fc.ctory fer canning vecotn.bles nn:l fruits, in TriPoli. 

g) A factory for l:;ro~sing nnd pac:.dnc; of dates in Ticrm • 

i) 1-~.. furni turc fcctory in TriiJoli and. mother ono in- El Bcida. · 

j} A lime fc.ctory in Benghu~i. 

llnd som:;; other projects which wo cannot f~etail no\·r, ben.rins in 

oind that the cost of contracts of projects alone noounted to approKi­

mntcly 18 million Libyan Dinars, 

In conclusion I havG only b repeat roy t:O~.nl<s to the Board of 

the insti tu:te an::C .t.hc univcrsi ty n:,,.cl to all tL,oee who helped in 

mnkin[; this chnnce avn.ilntlo :for us thnt we I!lny throw soce liQ;ht 

on some of the aspects cf t~~o_ dcv.;:;lopncnt l:-;lnn in m::r cormtry. 

Wi tc' Jdnd regards, 
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.-w INDUSTRIAL DEVELOP~lliNT AND PROJECTS 

INTRODUC'l'ION 

Modern Iraq, as a separate political entity, came into 

existence at the end of the First World Har, The Republic of 

Iraq was established in 1958 after overthrowing the monarchy in 

. the July 14 Revolution. Iraq has now a stable political 
:. 

organization and administrative set up which is endeavouring 

to bring about rapid economic development of the country on 

socialistic basis. 
'' 

Iraq is currently passing through an exoi ting period of 

·- intensive economic anu social development involving enormous 

capital investments in different sectors. The Government is 

very anxious to utilize the available resources and funds for 

speedy economic development-of the country, to cut dom1 the 

period normally required to be self-reliant and to build up 

industrial power so as to reach the take-off stage at the 

earliest opportunity. The Government has adopted the 

technique of planning as the principal tool for this purpose. 

The ultimate objective of these plans is of course to accelerate. 

the rate of growth of the economy, ·• to bring about substantial · 

~·' ' improvement in the standard of living of the Iraqi people and to , ... 
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attain higher.prosperity and advancement of the country. Even 

during the process of achieving these objectives some initial 

sacrifices on the part of the. people are necessary, there will 

be no hesitation in adopting policies which ultimately lead 
'' 

to the attainment of the desired goals and speedy development. 

Location & Topography ' 

IraCl lies between the longitudes 38° 42' and 48° 23 1 East 

and lati tuc.les 29° 27' and 37° 23' North in rlest Asia. 

is ideally situated in the· Middle East and provides a link 

bet~reen the West and the East. With sui table arrangements 

>rith the boarder countries in the north, it proviO.es the 

easiest land axis bet>reen the Medi teranean and the Arab Gulf, 

The length and breadth of the country are approximately 

1000 km and 750 km respectively. The total area of land is 

nearly 440,000 SCl.km. ' As regards topography, in the North 

there is high region of Kurdish mountains, in the centre are 

the river basins of. the Tigris and Euphrates sloping do>rn 

South to the head>raters of the Arabian Gulf, .the >restern and. 

southern parts consist of deserts which join the high plateau 

of Syria and Arabian deserts. 
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The alluvial plain of lower Iraq, in which most of the 

irrigated areas of cultivation lie, occupies the floor of a 

great aepression. In the lo~<er part of the. plain, there are 

extensive areas of shallow marshes. To tha north-"lfflst of Baghdad, 

in the area between the tHo rivet& lies a tract of d.es ert known 

as Jazirah. The two major rivers of Iraq are the Tigris and 

Euphrates both of Hhich rise in the eastern mountainous regioq 

of Turkey and enter IraCJ, on its north-1·1estern border. 

The country has been divided into 16 Muhafadhas which.are 

'the administrative units under the Central Government. The.area 

of each Muhaf~dha differs and. is mostly determined by the 

administrative requirements of the regli;on. 

Population ' 

{raq_'s population in 1947 Has 4.8 million, increased to 

6.3 million in 1957, 8.1 million in 1965 and was more than 

10 million in 1973. The annual rate of increase is about 

3 per cent and at this rate the population may reach ll 

million in 1975 and over 13 millllbon in 1980 • 
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are connected uith ade~uate means of transport. 

Roads occupy a major place in the transport system of Ira~ • 

.r~. 1951 there ~<ere 2732 km of paved and 3906 km. of unpaved roads 

which had increased by 1970 to 4793 km anQ 4568 km respectively. 

The principal trunk roads of Ira~ connect : 

l) 

2) 

3) 

4) 

5) 

6) 

Baghdad with Northern part of the country, namely, Mosul, 

Arbil, Kirkuk and Sulaimaniyah 

Baghdad ~•i th RamaJ.i and. then to the Syrian and Jordanian border 

in the Hest 

Baghdad with Ba~uba, Khan:<~in and. then the Iranian border, 

in ;the East 

Baghdad with Southern part of the country, namely, Kut, · 

Amarah, Basrah, Fao and Um Qasr (and Kuwait border) 

Baghdad with Hilla, Diwaniyah, Uassiriyah, Basrah, also in 

the South 

Baghdad with Kerbala and Hajaf in the South-West 

;':' 

'·• 

t 



• 
Iraq_ has both metre and. broad gauge :!:'dlnays operating in 

different parts of the country. The length of the railroads wecs 

1,670 kms in 1960 which incr8ased. to 2,235 kms in 1970. The 

three main raih<ay lines running across the country are 

1) 

2) 

3) 

13aghad.-}losul-Syrian border 

Baghdad.-Basrah-Um Qasr 

Baghd.ad-Kirkuk-Arbil 

River transport has been one of the oldest means of 

transporting ~en and materials in Iraq_. The perenial rivers 

Tigris' and Euphrates provide good. means ;if transport. It is· 

·now proposed to link Tigris and Euphrates by a navigational canal 

in the middle part .of the country. 

Basrah port has been established. in the backwaters of 

Shatt Al-Arab, the river formed by the confluence of Tigris and 

Euphrates. The port has all types of modern facilities for 

berthing, loading anci unloading of vessels an"' its capacity is 

proposed to be, further increased in the near future. 

'' ~li thin a distance of 40 km Iraq_ has another modern port, 
. '·,. 

, namely, Um Q,asr which hE:s facilities for berthing of modern 

, large vess c.ls. In fact the hinterland of Urn Qasr is 

proposed to be d.eveloped into a big industrid complex of Iraq_. 

:. "')lj,~· 
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In recant years air transport hccs been fast developing in 

haq. Air terminals ha.ve been established at almoot all the 

important cities of Iraq, namely·, Baghdad, Basrah, Mosul. and 

Kirkuk. 

With the development of oil resources of the country, Iraq 

established pipelines connecting the main crude oil producing 

regions with ports and oil refinery centres. ·The oil producing 

belt of the North in Kirkuk has been connected with two pipeliries 

l<ith the Mediterranean - through Syria .and Lebanon. The Kirkuk 

oilfields have as .nell been connected through a pipeline with the 

Refinery at Baghdccd. Similarly, a. pipeline has been established 

ponnecting the oil producing regions in the.South at. Rumaila with 

Fao and Deep Sea Terminal on the Arabian Gulf. These pipelines 

handle most of the transport of crude oil for exports as well as 

to the refineries in the cou.'ltry. Pipelines have also been 

established for the transport of natural gas to the points of 

their industrial utilization. The length of the oil and gas 

pipelines in 1972 was about 3,600 km and 875 km respectively, 

It is now proposed to connect the oil fields in the North with 

those :ln the South by constructing a new pipeline between 

Easrah and. Hed.i tha. With the completion of this pipeline all 

the developed oil fields of Iraq will be interconnected and 

will form one grid. · 
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difficulties or complaints of lack oi' transport facilities. 

In fact, the allocations for transport during the different 

plans have taken substantial portion of the total ~evelopment 

funds. It has been the policy of the Government to ade~uately 

develop infra-structural faolli ties in all. parts of the ~ountry 1 

so that development is not hindered. 

Power ----
Government has gi.ve:1 prime importance to the development 

of electric povrer in Ira~. The generation capacity has increased 

from 28.5 JfJgH in 1950 to ??4· 0 l~gH in 19?3. The 

of power generation is given in the table below : 

Develo-oment of Pm-rer Generation in Ira~ 

Year 

1950 

.1955 

1970 

1973 
1976 (Planned) 

. ;-

GenerLtion Cape.ci ty 
~ w 

41.0 

193.0 

238.5 

561.0 

?74.0 

grm;th 
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1 Most of the po;;er generated in Iraq is ultimately power ~ 

I from gas or oil. The main power generating stations have been. ~ 

I I 

I 

I 
I. 

interconnected and fcl~. a national power grid which is managed 

by the National Electricity .Auministration. During the next 

6 years Iraq proposes to spend approximately ID, 250 million 

on p01rer generation which will add nearly 3000 MgW to the 

generating capacity. The power rates for industries are 

as under : .r· • 

FiY.eQ charge ID. 

more than 600 kW; 

0/313 per kfl per month for loads of 

4 Fils per kWh fer the first 150 kl·lh per month 

3.5 Fils per kWh ,for the next 150 kflh per month .. 
l.--.· 

2 .s; lhls per kflh for over 300 kWh p<lr month 
'~· i \ .·-.;;· '.- ~-

Besides, Iraq is planning to generate cheap po1ver for bulk 

electricity consuming industries like aluminium, steel and 

_steel-rerolling. ,,,_ 
·I-.· ."•· . 

Water _; ~- ' 

Availability of water has not presented any ~ajar problem 

for industries in Iraq •. Most of the industrial units, particularly 

large ones, have becm located near the banks of rivers so that they 

¥ 
' 

' ' 
are able to obtain their water supplies from these sources. Sub-soil J. 
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' wa·ter is either not easily available or it is not of the required 

standard. H01;ever in roost of the indus'crial projects water 

treatment plants had to be installed to obtain water of the 

requisite purity. 

Human Skills : 

Ind.ustrj.al gr01rth is a recent phenomenon in Iraq • Lack 
. 

. of properly 'lualified human skills with requiai te experience has 

no doubt been the main constraint in the speed of ina.ustrialization, 

and help of expatriates had to be sought. The country is in the 

process of building up the requisite man power <rhich may be 

re'luired for the future ina.ustrialization programmes. Iraq has 

set up technical colleges and institutions to provide education 

in different disciplines but the yovng graduates and diploma-

holders emerging from these institutes have yet to get sufficient 

··experience to fulfill the requirements of skilled workers 1 

supervisors andmiddle management cadres, Most of the technical 

personnel working in different industrial projects ha<l to be 

built ur,locally with the help of in-plant training imparted.to 

progressive and intelligent persons selected from different 

institutions. 

. .. 
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Iraq is stilt in the process of organizing adequate 

.institutions for the building up of its own technical man-povter 

and engineering skills eo that it can undertake to do things on 

its own ancl its dependence on expatriates is reduce(, to the 

minimum. Building of man-power is however a time-consuming 

process. The country wi.ll have to take substantial help of 

the.expatriates during the Seventies to put through its envisaged 
i 

programmes of economic development. 

LOCAL RAW MATc~RIALS 

Iraq has abundant natural resources which give it a great 

potential for developme~t. The 2 major rivers - Tigris & Euphrates 

flowing through the country provide water facilities to a vast expanse 
·-· 

of ·land and this gives Iraq a distinct advantage over other countries 

in West Asia, The total arE:la of cultivable land is about 12 million 

hectares out of which only about 4 million hectarew are cultivated. 

The major agricultural. crops are wheat, barley, rice, :dates, tobacco, 

sugar, cotton, some fruits and vegetables. Iraq is. also endeavouring 

to have a breakthrough in oil seeds so that it can produce both edible 

.. _,: .. 
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and non-edible oils. The agricultural resources of the country 

therefore provide good scope by deve~opment of various food 

industries like flour mills and bakeries, food processing, 

preservation and canaing, vegetable dehydration and preservation, 

vegetable oils and hy<irogenated oils, sugar a-'ld confectionery, 

aerated water, beer and distilleries. IraQ is also developing 

fast its animal husbandry anr1 d.airy industries Hhich cover milk, 

milk products, che.ese, butter, etc. 

IraQ also possesses gooel mineral res ouroes, It has an 

abundantly rich supply of mineral oil and natural gas. Proved 

· reserves of oil are estimated at 4· 7 billion metric tons and those 

12 of gas at 38 x 10 cu.ft. The production of crude oil is over 

100 million metric tons annually, most of which is exported •. The 

production of natural gas associated with crude oil extraction is 

more thah 250 billion cubic·ft. per year, out of ·which only about 

15'% is utilized and the rest burnt .• 

Apart from the gas and oil resources, mineral Cteposits, such 

as, sulphur, phosphates, salt, limestone, gypsum, marble, bentonite, 

sand, stones and other non-metallic minerals exist in abundant 

quantities. There is ·a possibility of the occurrence of metallic 

minerals also, like, iron ore, copper, chrome, zinc, bauxite, etc. 

for which geological surveys are in progress, 



..•. ; .. · 
~:~i/iJbi~.~~~.~~~\;.~~~:o~~~~::.~.;..~.::.:.;..f. ·:C<i<;. ""··''"'''' • ~- ·-;~ 'C· ·'c.,-.;. 

~ 
1 
t 

' •... 
' 
t I 

r 
. r 

t 12. 
I 

• ) 
l 
' ' 

The industrial system of Ira'l has, therefore, to be primarily 

' I 
I 

' 
based. either on oil or on non-mGtallic minerals llhioh are easily 

1 

I 
i 

&vailable. Mechanical and electrical in<iustrial project·s, l<hich 

re'luire iron anQ steel and other metals as their principal raw 
I 
I materials can at present be developed vrith the help of imported 

t 

t 
' 

raw materials only. 'l'hese important facts determine the structure 

of industrial programming' for Ira'l• .I 
A.· I 

ECONOMIC GROHTH 

As macro economic indicators, tlte Gro.ss Domestic Pro<iuct of 

Iraq in 1972 was about US $ 5 billion l<hile it 11as less than US $ 2 
:.·· 

billion in 1960.. During the uecade 1960-1970 the GDP has sho11n an 
I 

annual growth of 7.6 per cent. During the last 3 years the gro1;th 

rate has exceeded 12 per cent per aa~um. The per capita income in 

1973 was about US $ 600. The composition of GDP ar.U the ·share of' 

th·e different sectors in 1972 uas as follows ' 

.At:;riculture 21.0 % 
Mining & Petroleum 28.3 % 
Manufacturing 10.5 % 

. Other Sectors 40.2 % 
Total 100.0 % 

' 
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The employment pattern has been that in 1970 there was a 

working force of about 2.7 million out of which 55% were employeQ 

in agriculture, 7% in in<iustry and 38% in other sectors • 

. ;.· 

Till 1950 all industries in Iraq_ were in the private sect,or. 
' 

The economic and political conditions which then existed were not 

conducive to industrial development on a large scale. The economy 

lias fu.ndamentally agricultural. Oil exploration, its extraction 

and exports were in the hands of foreign compani.es. The 

administration did not have a progressive outlook •. Industrialization 

was confined to basic consumer. industries, like gain-milling, textiles, 

bricks, utensils-; buckets and other commodities of day--to-day use. 

·There was a sudden spurt in Government· revenues from oil . 

royal ties in 1950's due to increase in production of crude oil and 

the 50-50 agreement with the Oil Companies. ·It was also then decided. 

to ·c•":ilize these new resources for the economic development of the 

_country. 1951 marks the beginning of the era of planned development 

in Iraq. Several plans have since been formulated and implemented. 

Another important event was the 14 July 1958 Revolution which ended 

the monarchy and established the Republic of Iraq. The new regime 
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concentrated on 3 major fields namely agrarian reform, increased 

oil production and accelerate~ industrialization, 

Good success ·has beEm achieved in carrying out the Agrarian 

Reform progre.mmes and. efforts are now being made for modernising 

of the agricultural sector. With the sustained progress and 

development of agriculture it is hoped it shall be possible to 

undertake establishment of rural industries and. d_evelop a 

decentralized industrial sector in Iraq_. 

Increase in oil production had faced some difficulties in 

the .1960's due to continued control of foreign oil companies on 

oil extraction in Iraq_. It was felt necessary to develop a 

national o.il sector in order to have adeq_uate control over oil 

extraction and its future development. The Iraq National Oil 

Company (INOC) was established ani it produced oil for the first 

time in April, 1971 in the North Rumaila Oilfields. Sarprisingly, 

the reaction of the foreign owned Iraq Petroleum Company (I.P.C.) 

was not a favourable one and it gradually started reducing its oil 

output and exports to a dangerous level which affected the revenues 
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and· resources and. consequently jeopardised the economic d.evelopment 

of Iraq_. It was under such condi t.ions that the Government of Ira;;t 

had to take the historic decision on l June 1972 to nationalize the 

operations of the I.P.C. In 1973 the American and Dutch interests 

of the Basrah Petroleum Company (_B.P.C.) vrere also natiom,lized and. 

this has brought about 80 per cent of Iraq_'s crud.e oil production 

and. exports under the direct control of' the Government. 
,;,-

.As regards industrialization, the period 1950's is important 

for the fact.that it marks the beginning of the public industrial 

sector in Iraq_. In response to a strong national demand., the 

Government d.ecid.ed to set up six public sector projects, namely, 

the Bitumen plant in Quyara, the Oil Refinery in Baghdad, the 

Cotton Textile and the Sugar Factories in Mosul and 2 Cement 

Factories in Hammam Al-Alil and Sarchinar respectively. The 
\' 

period 1950-58 has, therefore, been characterised by the 

development of both tha public and private sectors although the 

Government invGstments in inJ.ustrial projects were oompnratively 

small in relation to other sectors. BetHeen 1951 and. 1958, there 

was an investment of ID. 34.9 million in the ~blic Industrial and 

Power Sector. 

'"-··- i 

> i. 
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Since 1959, 3 economic plans have be.on formulated, In 1959, 

a Provisional Economic Development Plan for· the years 1959-60 l<as 

introdlH'.ed with a total alloeation of ID. 328 million· in which 

tho ,.hare .of th.o Industrial Sector Has put at ID. 32.8 million. 

This was followed by the 1961-64 Plan wi tli an investment of ID; 445 

million. The share of industry ancl electriei ty in this Plan was 

raised to ID. 122 million. In the n2xt Five Year Plan for the 

period 1965-69, the total plan investmant was iriereased to ID. 668 

million and the share of industries and power to ID. 187 million. 

~he important feature of this Plan ·was that in view of the inereasing 

importance of indu,.try and power, the allocation to this seetor 

was the highest, namely, 28 per eent and its actual execution during 

the plan period was also the highest amongst all sectors. 

Iraq is presently executing the 1970-74 Plan. This Plan 

origin.ally :provided for an investment of ID. 536.9 million but 

th:is was subseq_uently revised to IJJ. 952.5 million which ;ras a 

substcntial increase over the earlier plans. In June 1972, the 

foreign oil eompanies in the North were nationalized, and. the 

Government expected to have subs.tantial increase in oil produetion 

to provide resources for new development. In the revised allocations, 

the share of the Indu,.try and Power Sector was placed at ID. 207.25 

million - 21.7 per cent of the total allocation. In adc..i tion to 

this central plan allocation, the industrial programmes include 

self-financed investments by the State Organizations and companies 
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amounting to more than ID. 380 million for the period 1970-74. 

In view of the sudden j_mprovement in resources, the allocation 

to the industrial sector for the 1974 Annual Plan.has been 

increased to ID. 225 million. . . " 

·.The brief history of industrial development given above 

·will indicate that although Iraq hacl to face very many difficulties 

and od<is, it has os teblishGd adequate machinery anti organization 

to plan its future industrial cievelopment and to execute the 

projects. In view of adequate reaources, it is hoped that the 

rate of gro·wth in the Industry and Pmwr Sector shall be' much 

accelerated in the years to come. 

__ , __ ._: f 

P'lttern of Industrial Grouth 

By 1972, Iraq had achieved initial success j_n establishing 

many large.scale industries in the country. The pattern of 

industriulizaticn has been that Iraq has established industries 

required to meet the basic consumer needs of people, to process 

the locally available ra1; matGrials, to provide. basic inputs for 

agriculture and other sectors, and to gradually start assembly 

of somewhat difficult and complicated -i terns. 

:-.-·~-: --
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The industrial development of the cotmtry has largely been 

~esource based, Since the main emphasis has been on consumer 

industries, ·Iraq has given importance t(' the establishment of 

agro-inc~ustries, namely, grain•mi lling, fruit preservation and 

canning, vegetable oils, <la'ce processing, suga:;:-, cigarettes, and 

textiles. Iraq is also establishing industries like, glass, 
" 

oil refineries, sulphuric acid, caustic soda, fertilizers, which 

are based on locally available resources and raw materials. Of 

late the country is anticipahng to enter into the secondary 

stage of its industrialization programme :oihen it proposes to 

establish industrial projects based on imported. raw materials 

like iron ore, bauxite, etc. and to manufacture capital goods 

as well as intermediates and semies. 

~ply to Domes tic'. Market - "'·· . 

. Since the industrial development of Iraq has so far been 

largely consumer-oriented, a .major part of industrial output 

is being utilized for internal consumption. The table. below 

indicates the growth of some consumer and construction Iriat·ari~.l 

industries in Iraq a..r1o. the extent to Hhich they have increasingly 

met the <tomes tic demand ami· even started exports. 

-- ~ 
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Increasing Share of Internal Production in 
Domestic Demand 

Estimated 
Per cent of 

Internal Local Prod. Commodity Year Domestic Production to Demand ·Remarks 
Demand (Per cent} 

( l) (2) ( 3) (4) rs) . . (6) -
Textiles (cotton) 1960 73 29 40% 
(million sq_.m.) 1970 92 45 48 % 
Sugar 1951 76 0 0% 
( 000 Tons) 1959 172 12 7% 

1970 273 60 22 % 
Vegetable Oils '1960 23 22 96 ')Z 
(ooo Tons) 1970 56 57 102 % Surplus 

E..-cport. ed 
Toilet Soap 1961 5620 5509 98 ~ rt 
(Tons) 1969 6843 7311 107 
Detergents 1961 10225 7066 65 % 11 
(Tons) 1969 11547 12272 106 % 
Cement 1960 136 813 llO'f, 11 

(000 Tons) 1970 1210 1.543 128 % 

Exports ' · 

Iraq_ 's largest export has ah1ays been crurle oil <rhich occupie:? 

the premier place in the country's exports. Besides oil, Iraq_ is now 

endeavouring to export ·other industrial .i terns. Good success has been 

achieved in the exports of cement and fertilizers. Another important 

item exported is the processed dates for which this· country is the 

largest exporter in the world. Some success has also been achieved 

in the export of items, like, textiles, detergents, soap, shoes, 

leather goods and other products • 
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An indication of the industrial progress made by Iraq_ can 

be had frOG! the data given in Annoxures I, II & III. 

GOVERNHENT :UGHINERY 8c INDUSTRIAL INSTITUTIONS 

With the increase in oil revenues and. the Government <i.ecision 

to utilize th•3se funds for the economic o.evelopment of the country, 

in 1951 the Development Board .and the Mirlistry of Development were 

set up. These organizations were given the functions of planning 

and implementation of industrial and other developmental projects •. 

After the Revolution of 1958 and with the increasing importance given 

to .. public sector, the Development Board and the Ministry of 

Development were superseded by the Planning Board and the Ministry 

of Planning and a separate Ministry of Industry was as well constituted. 

' Even since 1959, the Ministry of Industry is the principal organization 

to look after the industrial development of Iraq. It formulates the 

projects which are evaluated and includecl in the plans after the 

approval of the Ministry of Planning and the Planning Board. Since 

the public sector is now the main thrust of industrial development 

of :rr-aq_, a major respcnsi bili ty has devcl ved on the Government to 

continuously carry out research and develop new projects necessary to 

meet the economic development req_uirementsof the country. 

t-; ft 
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The Government has been follow~ing a dynamic policy for 

establishing ir-"Jti tutions for formulation, implementation and 

management of public sector projects. ~'he Ministries of 

Industry and. Planning jointly consider the need of institutions 

necessary in this regard, and. during thu last decad.e the 

following institutions have been established : 

' 

l) State Organization for Industr:i,_al Design &. Construction 

This is the most impor.tant organization for planning and 
implementing neH industrial projects. It provides 
necessary engineering and tec.hnical services. It has a 
design cell, a construction department ancl an advisory 
administration >~hich serve as consultants to new projects. 
Of course Iraq cannot claim to be self-sufficient in the 
matter of engineering and consultancy .services ancL help is 
sought from foreign organizations in this important aspe<;t. 
The staff and personnel of this organization serve as the 
local counterparts of the foreign experts. Hith the·large 
investments anticipated in the industrial sector this 
organization 11ill have to handle the most important 
d.evelopmental work in the i_ndustrial sector. 

. i 

2) 

3) 

4) 

State Organization for Weaving & Textil·es 

This organization looks afte:r the management.of 17 different 
ind-ustrial units engaged in spinning, >leaving and dress­
Iilalcing as Hell as 13 small units ·for making han<i-woven 
carpets. 

State Organization for (:h.Duical Io.uur::t.rj_,m 

This organization looks after· projects undertaking leather 
tanning, manufacture of leather products and shoes, cigarettes, 
match0,;, paper, soap, detergents, fertilizers, etc. 

St,at~ganizati.on for Construction Inaustries 

This looks after 6 cement factories, one asbestos and 3 
cement proclucts making units, cue glass project and 3 
projects manufacturing bricks• It is also supervising 
the construction anci ex panG ion of 3 cement factories. 

.1" 
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5) 

6) 

00 

7) 

0 

State Organization :f_or Engineering Industries 

This organization looks after 4 projects manufacturing 
mechanical and electrical i terns E•s well as 3 assembling 
units fer trucks and tractors. 

State Orgar~ation for_ ~ooCL _ _I_ndustrj_es 

'.rhis orga_YJization looks after the food Gtuffs, etc. 
industries li.ke vegetable oil, fruit preservation and 
canning, soft drinks, dairy products, sugar eto; 

. ~ i 

State· Organ~ze,tion for Drugs 

This organization works under the Ministry of Health and. 
looks after one large project manufacturing antibiotics 

_ other drugs and. pharmaceuticals in Samara. 

and 

8) State Orga:niz.ation for· Planning and Implementation of 
·Oil P1·o.jects 

This organization works under the Ministry of Oil & Minerals. 
It looks after the oil and. mineral pi'Ojects, oil refineries 
and all projects connected. with extraction and. export of oil 
including oil pipelines, oil terminals, eto • 

. It 1-rill therefore be seen that Iraq_ has been able to set up 

institutions which can look after the establishment of new 

industries and their proper management. 

In this connection it may be added _that the Ministry of 

Planning has a full fledged Industrial Department <rhioh .works in 

.close liaison ;,i th the Ministries of Industry, Oil & Minerals· as 

well as other organizations concerned with_the industrial and. 

other sectors of the economy. The Industrial Department prepar~s 

··; 
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I the annual and five-year investment progl·ammes, undertakes to 

allot priorities to the different projects and .decides the 

pattern of industrial gro1<th of Iraq; This Department is 

prlncipally concerned with indus triBl plcmning of the country, 

I 
I 
~ 

formulation of projects, +.heir evalu&tion and follOi<-up of 
; 

' i 

I implementation. 
INDUSTRTAL STRATEGY ill~D POLICY 

I 
l 
! 

The. Government of. Iraq assign a major role to r·apid 

I industrialization in their economic .cievelopment strategy and are 

agriculture to an agro-industrial one. The contribution of 
I 
I 
I 

interested in the transition of the country's economy from 

the industrial sector to the GDP should increase substantially 

· and the industrial ~ tructure should be based on modern 

technoloGY· In course of time industry should form the 

mainstay of the economy of Iraq. 

' 

In keeping with the socialistic objectives, the industries 

in Iraq should on the one hand be able to meet the basio 

consumer needs and amenities of the people according to a 

-(' 
pre-determined standard of living and on the other build up 

a self-s·.l8taino6. ,".11d. self-reliant growth. This requires 

adequate growth of (a) . ~onsumer industries; (b) processing 

industries which convert the available raw materials into 

intermediates and finished products· and thus enable the country 

to realize the best value for its :ra1r materials which in turn 

~,. :, . ;.-. 
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may provi<le.ade~uate resources for future growth, and (c) technologicall~ 

advanced. engineering -industries so that the country in course of time 

·may be able to take care of its future industrial development and 

projects. 

Selection of Industries 

Prusently the economy of Ira~ is basically depeno.ent on the 

output of agricu.l ture and mineral oil. Sale proceeds of mine±-al 

oil are the·main resources of the country. The_ industrialization 

programmes will therefore have to be base<i on proper utilization 

of agricultural output and mineral oil. Ira~ has reached the stage 

•rhen the input/output relationship bet>reen agriculture and industry 

is· such that further progress of agriculture itself depends on the 

development of industries which can on the one hand consume the 

output of agriculture and on the other provide the re~uired inputs 

·such as inachinery, improved implements, fertilizers, etc; for 

agriculture. .·.•.· .. 

Iraq_ is presently ex:porting large ~uantities of crude 

mineral oil. Gradually, these exports should be increasingly 

replaced by fuels, lubes, fertilizers and other intermediates 

and semies based. on mineral oil. Ira~, the~'efore, would like to 

set up large refineries both for fuels and lubes, fertilizer 

:·,: 
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factories, petro-chemical complexes to manufacture caprolactum, 

polysters, xylenes, carbori blacK, acr;ylonitrates, poly vinyl 

ohloricLe, plastics, ethylene, organic Chemicals, pesticides 

and insecticides, butacl.ine .and. other ind.ustrial products. 

Iraq_ lays stress on the development of consumer goods. 

industries so that the country is able to support from domestic 

production the demand. for essential items like housing, 

processed food, clothing and other d.ay to day req_uirements. 

Development of these industries would c.lso help create a base 

for large and capital goocJ.s i11U.ustries. 

Ira(J. is also interested in the development of heavy and 

large engineering ind.ustries so that there is required technological 

development· enabling the country to establish and run sophisticated 

projects on its own, in place of being depena.ent on imports. 

Establishment of sophisticated. metallurgical and engineering 

industries is a time consuming process. These projects generally 

require long gestation periods for requisite capabilities to be 

built up. Necessary >wrk in this context needs to be initiated 

and managed in the near future. 



Iraq is planning for an L1tegrated -industrial strtictll;I'e, taking 

into account inter-indtAs tr:l linkages, so that maximum .internal and 

external economies are achieved and crastes al'e avoided, T01-rards 

this aim, the programme is to establish industrial complexes 

comprising of groups of interrelated prodtAct3, For example, 

products like salt, caustic soda, paper, rayon fibre are trucen 

as a group, so that their input-output relationships are utilized 

for speedy ineiustrialization and maximum eoonomio benefit. 

Iraq believes in selecting the most appropriate size and · 

teclmology for its industrial. projects, they should be most 

suitable for the economy and working con<.iitions of Iraq and be 

able to yield maximum economies o:f scale anc. high returns on 

investment. Each case is considered -on :its merits, and since the 

.. _ c',ovolopm'ental strategy is to expand industrial exports in th·e 

long run, the products must be able to compete in the international 

market. Equal importance is given to medium and small scale 

industries vrhich are essential on the one hand to feed the large 

industries vrith various items and on the other to meet the local 

consumer requirements on a diversifieu basis • 
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To sum up, adequate development of industries based on 

agriculture and locally available :i3sources 1 establishment of 

sophisticated engineering and metallurgical industries uhich can 

provide adequate technological base to the inJ.uatrial set up of 

Iraq, selection of technology and scale of production on merits, 
I 

proper balance between consumer, industrial. intermediates and' 

capital goods industries an<i a shift over iJ. the foreigntrade 

of Iraq from one of exports of mineral oil to that of processed 

and semi processed articles are the salient features of the 
·." .. 

industrial policy of Iraq. 

Organization & Ownership : 

Iraq believes in development of the country on a socialistic 

basis. .As such all large scale industries which are important 

for the economy or for the future development of the country have 

to be in the public sector. .As stated earlier, the public sector 

is the main plank of .inciustrialization.of Iraq_. But the 

Government permits the establishment of industrial projects in 

private sector as well. All proposals are considered by the 

Licensing Committee which accepts them, provided they meet the 

- Plan. objectives and' are· in keeping ·with the Goverr.ment policy. 

The Government ale.o pro:,ides substantial assistance in various 

forms to the private sector so that it may develop £ast. The 
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In~Lustria.l Investments .D0v'" £,. Heg. Act as la-Jt amen-led.· in 

1973 governs the issue of liccmses and grant of concessions and 

incentives tc the private sector. 

Foreign Investments • 

Iraq_ does: not give any encouragement tc the setting up of 

foreign projects in the country. The emphasis is more on 

technical collaboration than on foreign financial interests and 

ownership. However, Arab nationals from other countrias are 

permitted to have financial anii. investment interests in projects 

in Iraq_. 

,Development of Techn~ : 

Iraq_ is interested in the setting up of modern industrial 

projects with the most modern and appropriate technology 

sui table for the climate and economic oondi tions of Iraq. In 

the past, Iraq_ has largely been dependent on foreign technology 

and know-how for most of its industriz.l projects. For example, 

the Rayon Manufacturing Plant at Hindiyah and the Pulp and Paper 

Mill· at Hartha were set up with the help of West German technology, 

the Fertilizer Plant at Basrah took the help of Japanese technicians, 

the Agricultural Implements Plant at IsKendaria and the Electra-
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technical plant at :Baghdad were establis-had with the help of 

the Soviet Union, the. textile mills with the help of French 

and British technology, the oil refinarie.. with the assistance 

29. 

of American and fui tish t<>chnicians a.n<i the lubricating oils and 

automobile tyres and. tubes with Italian technology. 
The Government explores poosib;i.lities of obtaining 

technology anii know-how from alternative sources in diffe.rent 

countries, and finally after oonsiu.ering all aspects, it accepts 

the mos.t favourable offers from reliable and. best known and 

reputed organizations in the world. The GovGrnment has also. 

been taking 'help of the United. Ue.tions and many friendly foreign 

countries which possess the required technology. For this 

purpose Iraq has entered into various bilateral technical 

coll.abore.tion agreements with other d.eve1oped countries to 

'· provide experts e.nd technical know-how for the preparation and 

··execution of pro j eots, The country would. continua to accept 

help from all developed countries in this regard. 

'-i•:'. ·. . . .; 
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PROSPECTivB 

~TRIAL DEVELOP!-1ENT PROGRAM}.!!§. 

Industrial development programme is an important oons.ti tuent 

of each five-year Plan. .After careful study, various ;i.ndustrlal 

projects are included in the Plan and given relativG priorities. 

These priorities (stated in. the Five-Year Plans) are kept in view in 

the establishment of the projact,, and. all efforts are made to achieve 

the tar,;ets.'ilhenever it has been found that additional resources are 

available for taking up more sophisticated. industrial projects, 

each case is examined on merits and new projects are included in 

the annual plans after the approval of the Planning Board. 
' 

Since 1964, annual plans have been given particular importance • 

.At the time of the.preparation of each annual plan, the implementation 

and progress made during the year are thoroughly reviewed, resourc6s. 

position is examined and suitable changes are made in the plan projects 

and implementation programme. The annual planning methodology has 

introduced dynamism in development of Iraq. 

Sectoral planning is also an important aspect of the preparation 

of the overall economic development plan. The sectoral plans take 

into account the varyir.g factors, like, changes in pr:i.oes. 1 teol:uliques 
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of production, locations, t:fP.O& of L1vestmen·ts, etc. and there 

is constant exchange of information at the micro and macro levels. 

The sectoral and annual plans will, therefore, assume greater 

importance in the overall future economic plans of' Iraq. 

·The revised 1970-74 Pl.em of Iraq was based on a total 

investment of approximately ID. 950 million - an annual investment 

of about ID. 200 million. Due to the sudden spurt in oil reven~es 

in 1973, the resources available for development have substantially 

··increased and the Annual Plan for 197'4 provlcles for an investment 

of I..i. 1169 million with ID. 225 million ~ abbut 20'%) as the share of the 

Industrial Sector (industry and power). In fact the total outlay of 

indus.projeots included in the 1974 Annual Plan ;Tould be nearly 

ID. 850 million. Besides there are substantial investments in 

"the self-financed oil and minerals· sector as well as in some 

industrial projects for their expansion. The position may 

further improve in view of the future increase in th0 output of 

oil and its prices. ·Ynder present oondi tions, Iraq may have an 

interim Annual Plan for 1975 and the next 5-year Plan oay 

The position rogarding resources and 

prices etc. may perhaps s~abilize during this period and the 

Government will have more projects as ><ell as the seotore.l plans 

;.· 
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ready for the next 5-year Plan. In view of the importance of the 

Industrial Sector-in helping the country to attain a higher stage 

C?f development and technological advancement and g_uick absorption 

capacity of investments by the industrj.al and. power projects, this 

sec"tor will be given greater emphasis in the future development 

plans and. larger share in the overall investments. On a macro 

·estimate, Irag_ should. be able to generate resources of more than 

ID. 10 billions d.u:ring the pe1·iod 1976-80, from which approximately 

ID. 7 or 8 billions could be earmarked. for the development plan •. 

The share of the Industrial Sector (including po>~er) in this 

investment could be about ID. 2 billions. 

In preparing the industrial sector Plans, Iraq has been 

considering the. industrial growth from a long term point of view 

so that d.uring this period. all projects which require long 

gestation period and. for which there will be substantial demand 

in the future (either on national or regional basis) are taken 

up and the country makes a strea.J.y ad.vance towara.s self-reliance. 

Thoughts have not yet crystalised fully so far as the projects 

for the next Plan are concerned an~ a large number of candidate 

industries which can possibly be developed in Iraq_ are under 

consideration. The d.iscussion contained in the subsequent paragraphs 

I• 
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\1 

should not therefore give the impression that the projects I 
( 

mentioned therein are the last choice for the next Ple,n. Thei;e 

can be man;)' additions and deletivns but the inventory given in 

this paper is inclioative of thG proposed line of development of 

the industrial sector in future. 

~ Industries : 

It is proposed to make the countro' steaJ.ily self-sufficient 

in its req,uirements of food industries. DetaileQ studies are 

being made in this regard and it is proposecl. to add new capacities 

in the ·following industries in this group during the next Plan :-

1. Grain Mills 
2. Sugar Factories 

3. Vegetable. & Fruits Processing end Canning 

4. h<i r!. c,s & Ni lk Products 

5· Vco~stable Oil l<:xtraction & Hydrogenation 

6. Cigarettes and. ~~atches 

7. Manufacture of Starch e.nQ Dextrine 

8. Bakeries, Biscuits and. processed foods 

9· Liquid Suger from Dates 

10 •. · Alcoholic Products and Drinks 

11. Soft~drinks 

l-2. Baby foods 

·' ' 
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Textiles & Leather Industries : 

Thes0 are important consumer industries and. it is proposed. 

~o expand the capacity for manufacture of these items keeping in 

view :;. .• tar alia the basic req_uirements of the people and a 

fair standard of living :-

1. Cot-ton Textile Factories 

2. Wool Tex·tile Factories 

3. Synthetic Fibre Textile Factories 

4• ·Heavy Cloth Factories 

5· Carpets Factory 

6o LGather Factori0s 

.. 7. Shoe and other leather manufactures • 

Chemical Ind~gtries : 

Iraq_ possesses resources for the development of 

chemic:>l industries and one of the important targets of the next 

Plan ··;.:c;~_cl b,., tu undertake the development of as many chemical 

It is also proposed to gradually shift 

over from the exports of the raw materials of chemical industries 

to semi-manufactures, intermediates and end-products as far as 

possible. Keeping in view these facts and the increasing internal 

demand of various chemical p'oducts the development of the 

follawing industries which inclwies both the expansion of existing 

proj sots and setting up new ones, is envisaged :-

i 
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1. Paper an4 Cardboard factories 

2• Fertiliz.ers, (nitrogeneous and. phosphatic) 

3. Establishmer;t of a 1fhole petro~che.ruical, poruplex to 
manuf1wture . ethylene, polyeth<?ne an'~ PYC 

2nd. Petro-chemical complex to ma.l<;e .s.ynthetio fibres, 
butadine ~n~ organic chemicals 

Soda Ash Factory 

Salt (Sodium Chloride) Factory 

Caustic Sod.a 

Sulphuric Acid and. othsr Chemicals 

Automobile Tyres & Tubes 

10. Dru(';s, Pharmaceuticals.and. Antibiotics 

11. Plastic Tubes 

12. Plastic Sacks an~ Bags 

13. Plastic Boxes 

Construction Inclustrias : 

Development of construction industries is necessary for 

3.?. 

meeting the basic housing requirements of the people, for establishi~g 

the development projects, for building up infra-structural facilities, 

for constructing administrative blocks and for implementing most of 

the development programmes included in the Plan. 

One of the main bottle-necks, Iraq is facing ~n carrying t'>!'ough 

its development projects is the shortage of construction materials. 

Although it appears to be somewhat difficult to be self-contained in 

all construction materials, every effort shall be made to have a big 

·stride forward in the establishment of const:ruotion industz:-ioo. It 

(." 
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is proposed to substentially augment cap<O.Ci ties of ma.nufactw:a of 

important items like cemant, asbestos, glass. etc. while many new 

lines. of manufacture shall be taken up. Tile pr<>pooals oe.n be 

summarised as under t 

1. Expansion of existing cement factories 

2. New cement factories 

3. Mechanized brick factories 

4• Asbestos Pipes 

5· Other asbestos products, like corrugated sheets, 
ordinary sheets, etc. 

6. 'Light concrete plant (thermostone) 

7. Ceramics and expansion of glass factory 

8. New glass factory 

9. · llhi te cement plant 

10. Plywood plant 

11. Prefabricated Houses & :Buildings 

12. · Cement Concrete Potes 

l·letallurgical, Engineering_a.nd Electrical Industries : 

,. 

Some industries in this important field have already been 

·established in Iraq, like, manufacture/assembly of agricultural 

implements and machinery, electric motors 1 fans 1 wires 1 trucks,· 

tractors, refrigerators, steel furniture, builders' hardware, 

utensils,. air coolers, gas stoves and ovens, etc. There are a 

number of small scale units as well manufacturing different 

tl 
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engineering items and undertaking repair anQ servicing jobs. 

During the next Plan, Iraq proposes to develop industries in 

thiS group in a big wa0'. This is necessary for the country to 

have the reCJ.uisite ilochnologioal competence and self-reliance 

for establishing new projects as well as their .proper 

maintene.nce, In the absence of thewe industries Iraa.' s 

dependence on imports of all types of equipm·ant and machinery 

remains paramount and the country is not able to make progress 

to the desired extent. It is these industries where the 

technical know-how and engineering design of the factories is 

a difficult and time consuming process. The sophisticated 

engineering projects generally have long gestation periods 

and reCJ.uisi to .capcbili ties lfhich have to be b"ilt •. up. b1oreover 

Ira<l >~ill have to establish thase industries on the basis of 

mostly imported raw materials and technology. Inspite of 

all these d.iffj.culties, IraCJ. has decided to establish 
. l •· . . 

engineering industries and the following projects are under 

cons iJ.erati on 

1; ·rron and steel complex consisting of manufacture of 
. iron, steel, its alloys and its rerolled and fabricated 
·.sections. · 

,2.. .Aluminium Smel tar 

Ship-making 
. ~': ": ~ :J. : -' ·' 

•:; ,;;·:. 
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4· 

5; 

6. 

1· 
8. 

9· 
10. 

11 •. 

12. 

13. 

14. 

15. 

16. 

17. 
18. 

19. 
20. 

21. 

22. 

23. 

24. 

25. 

Aluminium Prociucts & Alloys (wire-rods, sheets, oircl~s, 
extruded items, eta.) 

Aluminium cables and wires 

Diesel engines 

Sluice Valves and Looks 

Water and electric meters 

Cutleries 

Electric Motors 

Spark Plugs 

Transformers 

Metal Stampings 

Assembly of electronic it@ms an~ devices, etc. 

Poultry equipment and machinery 

Aluminium Tubes and Containers 

Tin Containers and Oil Barrels 

Telephone and Electric Wires and C2blGs 

Electric Irons, Heaters and other items 

Dry and Storage Batteries 

Electric Fans 

Foundries and Workshops 

Hater Taps 

Conduit and Galvanised Iron Pipes 

Agricultural Pumps 

Oil and Gas Industries 

Iraq_ proposes to develop projects in a big way in this 

field. The projects presently under consideration are :-

Large oil refineries for fuels and lubes for exports 
and manufacture of LNG and LPG 

J8. 
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Details of the various industrial projects in advanced 

! . 

stage of consi<iers,tion are given in Annexure IV. 
~ 

Electric Pm·1er 

E~ectric power generation and transmission shall be 

substantially augm;:mted during the noxt Plan to meet the large· 

re'luirerr,ents of power for the Industrial and other s EJctors. 

It is also·proposed to undertake rural electrification 

programmes so as .to provide electricity to even remote areas in 

the country. I 
' 

.cooperation between Iraq and~?thep developed countries 

Ira'l is presently at a very crucial stage of its industrial . ; 
' 

development. It possesses the resources which can be most profitably 

invested in large industrial projects. The country is endeavouring 

to have a well oonceiveo. indllstrial development progl'.amme so as to 

build up projects which can subscribe to the country attaining a ii 
'· 

·self-reliant status <luring thG next decade. One of the typical 

difficulties of most cieveloping countries is generally the absence 

of adequate resources for their speedy development. This is none :I 

of the handicaps in the case of Iraq. On the contrary the main 
' l' 
i''· 
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'-! problem before the country is the most economic and beneficial 
•. 

utilization of readily available resources for speedy d<'Yelopment. 

Ira'l has set before it the objective of developing industries 

which can on the one hand change the pattern of trade of the 

country namely from the export of mineral oil to that of 

intermediates and manufactured products and on the other meet the 

consumer and developmental needs of the country. Ira<J. must, 

therefore, establish the basic consumer industries, industrial 

raw materials projects, engineering, electrical, metallurgical, 

chemical and petro-chemical industries which can help the country 

to be more or lGss self-contained for meeting its consumer needs 

as· 11ell as for supply of a major poi·tion of the capital O<J.Uipment 

and machine tools for Ira<J.'s future development. 

The rapid growth of public sector will considerably help 

the achievement of the above objectives. 

During the next 10 years, the country will however remain 

dependent for supply of essential inputs for the vital sectors 

of the economy like agriculture, electric power, railways, 

motor transport, machine tools, machinery, heavy capital 

e<J.uipment and some industrial raw materials. Similarly the 
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~: 
' requirement of imports for maintonance p"rposeS" will be 

:substantial till the country is able to establish Hs own 

projects. .,1nother fiel<l in lfhioh the country lfill have to 

!look for assistance from the friendly a.ev0loped countriGs is 
f~ 

that of skilled m11n-po1<er, technology and know how. lfi thout 
··. ,' 

assistancG in these fioldsj the development of Iraq may not be as 

:, i 
'"·' 

speedy as envisaged. 
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AJillillXURE I .~z. 

_______ rn_d_us_t_ry---------~--.J.9_C_gu_o_~_)_u_;_' n_ ... i_N-';'"'T:"":c:,"'~:....f_ ... ~ __ P_u_b'"'!""'~-"~-"j""~.::f.:.~.=.:_o~r --

I - FOOD INDuSTlUES 

II 

----
Dairy Products 
(including ice cream) 

Date Preservcction 

Fruit & Vegetable 
Canning & Preservation 

Vegetable oil 

Grain-mill Products & Ice 

Sugar 

Confectionaries 

Alcoholic Drinks 

Beer 

Soft Drinl<:s 

Cigarettes 

TEXTILE_S, APPARELS & 
LEAT!fSR INilUST!liES 

Woollen Textiles 

Cotton 'I'extiles 

Synthetic Textiles 

Jute & Carpets 

Underwears & Knitted Fabrics 

Ready-made Clothes 

Leather Tanning 

Shoe Manufactclring 

4728 10 4 
4725 75 9 

2202 5 1 

18973 2 l 

23479 106 6 
8328 2 2 

1990 34 
1445. 3 

636 2 l 

5799 14 6 

10651 2 2 

4028 3 2 
10380 9 3 

5584 56 1 

1754 5 2 

1092 26 

6519 93 6 

1978 7 l 

4080. 35 2 

..... 
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\ ~ . Output • Q Total ~. 
Indus try f ~ llo. of Q 

·-------'-(_o_o_o_)_I_D---1.~ Units 0 

III - CI:!EMICAJ, INDUSTRIES ' 

Paper & Paper l'roclucts 
(except printing) 

Sulphur 

Rayon Fibre 

Paints 

Drugs /5.; Pharmaceuticals 

Soaps & Detergents 

Oil Refining 

Oil Gases 

Rubber Products 

Plastic Products 

Fertilizers 

IV - BUILDING .& CONSTRUCTION 
IlWUSTRIBS 

Glass. 

Bricks 

Lime 

Cement 

Concrete Products 

..- Asbestos 

V - METALLIC & ENGilrEERING 
IN.J\JSTRIES 

·Utensils 

Metal Furniture 

Bicycles 

Cooling & Heating Components 

Electrical Equipment 

T.V. & Radio Sets 

Dry & Storage Batteries 

2691 

235 
3950 
591 

1780 

419 
19573 

838 
204 

1693 
1184 

510 

4969 
280 

11110 
109'( 

1291 

646 

1746 

259 
1543 

914 

1317 

847 

25 
1 

l 

5 

5 

7 
6 

l 

5 
29 

l 

4 

134 
23 

5 
14 

2 

17 
28 

l 

7 
8 

3 

2 

.+J • 

Ho. of 
Public Sector 

P~ojects 

2 

1 

1 

1 

6 

l 

l 

l 

1 

l 

4 

5 
2 

l 

·4 

2 
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AN1fEXUHFJ II 

MAJOR PUBLIC INDUSTRT 1\L PROJEC_!S IN OFERA'l'ION 

Namo of ProJect 

FooJ Canning Factory 1 

Dairy Products 1 

Cigarottus Industry 2 

Sugar Faotories 2 

Wool Textile Industry 2 

Cotton Textile Industry 3 

Synthetic Fibres Textiles l 

Jute Textil0s 1 

Shoe Industry 2 

Leather Tanning l 

Kerbala 
(Baquba, 
Numania) 

~ Hems ! 
ttv~anufaoturod Q 

Ca1mod 
V0gotablos 
and fruits 

CapE:.ci ty 

.)0 ton/day 
72 ton/day 

J)ato Syrup 
1'ornato 

950 
800 

Paste 
ton/yr. Je.ms · 
ton/yr~ y,Jg,ata.bles 

Baghdad !~ilk, chrJGs o, 120 
Buttc1r, 

ton/day 

cream 9 etc. 

Baghdad ( 1' Cigarett0s 
Sulaimania.y' ( 1) 

Misan (1) 
Mosul (1) 

Sugr:r 

13250 mill/yr. 
( 2 shifts) 

100000 ton/year 
from cane 

140000 ton/yr 
from· beet 

II - TEXTILE & LEATHER INDUSTRrES 

.... 

Baghdau (2) 

Baghdad (l) 
Mosul (l) 
Kut (l) 

Hill a 

Baghdad 

Baghdad (l) 
Kufa (l) 

Be.ghdac'l 

Blankets & 
Woollen 
Cloth 

Cotton 
Cloth 

Synthetic 
cloth 

? 2.55 mil.m~/yr oloth· 
650 thou.Blank0ts/yr. 

4200 tons yarn/yr. 

99 mil.n?/year 

Jute B<cgs 10 mil.Jute B11ghds 
-Hessian & per year 
Twine 

Different 
typus of 
shoes and 
boots 

Leather 

9. 6 mil. pair jyr. 

. 2/ 8.3 mil.f yr. 

_; .' 
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Annexure II-( Contd.,) 

Forti li'zers l 

Fa par l 
->.· .. 

! ~-

Sulphur Extraction l 

Rayon 1 

·Drugs & Phe.rmaoeutioe.ls l 

Glass l 

Cement .. 5 

Asbestos l 

· Concrete Blocks 2 

' ~- ,__•. 
' ', ._·,-.;.:·~' . ·-···· .. ::...:~-- .. ~ ---- .-. --·..-~~"''""'~'"""'""'" , ... 
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III - CHE!HCLL IN:OUSTP~ 

Be:..src:h Amonium 
r, Sulpho. to 

& Urec:. 

420 ton/clay 
.Amoniuzn 
Sulphate 

Basrah 

Kirkuk 

Hinci.iya 

Sc.mc:rra 

Hriting & 
PP,cking 
Paper 

Sulphur 
from Gas 

Cellulose­
based 
fibres 

160 ton/dc:y Uraa 

40000 ton/yr, 

120000 ton/:rr. 

8500 ton/;yr, 

Anti-bioti'cs 16 ton/yr anti-
& other biotics plus other 
drugs drugs 

IV - COHSTRUCTION MATERIJ~LS INDUSTRY 

Ramadi 

Baghdad (l) 
Hindiya (l) 
l·!osul ( 2) 
Sulaimaniya (1) 

Baghdad 

Be.ghdad ( 2) 

. :'"·· 

Sheet Glass 19300 ton/yr, 
& Bottles 

Port lend. 
Cement 

Asbestos 
sh0ets 

Hollow & 
Solid 
Blocks 

2.3 miLton/yr, 

6000 ton/yr pipes 
24000 ton/yr shoets 

255 thou.ton/yr. 

' ,.,._ . 
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Annexure II - (Contd..) 

Agricultural 
Implements Plant 

Truck Assembly Plant 

Electrical Appliances 

Dora Refinery 

Other Refineries 

l 

l 

V - ll'iETALLURCICliL & ENGINEERING INDUS'l'RIES 

Iskendoriyn. 

" 

.Agricultural 30 thou.uni ts/yr• 
Implements 

Trucks & 
Bus os 

5740 units/Yr •. 

VI - ELliCTRICAL INDUS'l'HIES 

l Bsghdad Fans, Fans- 185 thou/yr. 
Transformers,Transf.2000 unit/yr. 
Small HP Water Pumps-
Motors, ·45 thou.units/yr. 
Water Pumps, Small H.P. 
Fittings motors - 45 thous/ 
i'd:c·. unit/yr. 
:· . Fittings - 8.5 

etc. mill 
unit/yr. 

VII - OIL .ANJ GA,3 DTDUSTRIES 

1 

5 

Bccghd~.d 

Khanaq_in (l) 
Be.srcch (l) 
Haditha (l) 
Kirkuk (l) 
viand ( l) 

Fuels & 
Lubes 

· Refining ce.paci ty 
· 3.5 mill.ton/yr. 

60 thou,ton/yr. 
lubes 

5.5 mill ton/:Jr 

+With ce.pital investment of abvut l million ID. or more, 

· Da to relatvs to end 1973. 
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Anne::c'Ur:c___III 

M.AJOR Pu:BLIC SECTOR PROJECTS+ 
-~~r-T.r:~ren;~n:bati oii) ~ 

l'Jame of the Projec·b ··~ } Loo'=1.tion 
1 

fEstimated ~ 
} Tota.l Cost ~ 
gn (Million}? 

I - FOOD Il~~STRIES 

47. 

Products 

Beet Sugar Factory Sltlaimaniya 9.00 60 1 000 tons of Beet 
Sugar p.a. 

Dairy Plant 

Wines &. Fruit Canning Factory 

Mosul 1.30 

Arbil LOO 

9,600 tons of Dairy 
Products 

! 

About 1 million 
bottles 

• 
" ,. 

Dairy Plant (South) 2.75 ~~;~~c!~ns of Dairy L 
Tore1la Yeast & Animal Feed Misan 
Factory 

Fruit & Vegetable Canning Factory Dhok 

Expansion of Baghdad Dairy Plant Baghdad 

Liquid Sugar from Dates 

Alcoholic Drinks· Complex 

Hindiya 
(Babylon) 

11 

1.00 

1.10 

2.15 

5,000 tons p.a. 

5,ooo tons p.a. ' 

About 10,000 tons 
of Dairy Products 
p.ao 

3.50 30,000 tons p.a. 

· 1.15 l million litres of 
alcohol p.a. 

II - TEXTILE and LEATHER INDUSTRIES 

Wool Textile Factory Nassiriya 

Wool Textile Factory Arbil 

Cotton Textile Factory Diwaniya 

Heavy Cloth Factory Baghdad 

Carpets Factory Baghdad 

7.00 

4.50 

17.00 

1.39 

Cloth 1.5 million 
sq,meters p.a. 
450,000 blankets 
& 25 0 tons yarlll 

Cloth 1.5 million sq. 
meter·s p.a. 

Clot~ 40 million 
~q"" meter-·p-.a. 

Coarse oloth 
6 million sq.meters 
p.a. 

1 million sq. meters 

+Hith ea pi tal investment of ID. 1 million or more. 

f. 
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~necc"ure III - ( Contd,) 

MAJOR PUBLIC S:<;CTOR PROJECTS+ 
-~er~r~;l~G.n tc:., ti or:;-----

- ~ E[;timated 

48. 

Name of the Project ~ Location Q 1l'otal Cost ~ 
ID (!iiillion) ¥ 

·products, 

III - CHEMICJ\L INDUS·TRIES 

Expansion of Basra Paper Factory Basra 

Paper Faotoi:·y Misan 

Expansion of Fertilizer Factory Basra 

Truck & Automobile Tyres and 
Tubes Factory 

Petro-chemical Complex 

New FertUizers Factory 

Plastic Pipes Factory 

Expansion of Plastic Pipes 
Factory 

Polyster Fibre Factory . 

. ·.,.' 

Diwaniya 

Basra 

Basra 

Mise,n 

Baghdad 

South 

40.00 

18.70 

28.00 

10.50 

60.00 

60.00 

2.60 

1.26 

1.50 

IV COUSTRUCTION INDUSTRIES 

· Cement Factory ) Felluja 3.80 

) 
Expansion of above Factory ) " 3.50 

Brick Factories .( 6) Different 6.00. 
Places 

Asbestos Pipes Plant Kirkuk 1.15 

Pressed & Plywood Al-Q.a<lisiyah 2.8Q 

+ With capital investment of ID. 1 million or more, 
?osition as of end-~973. 

,: _;-- _,;. :,·. . . . , .. 

!Ybi te & Sanitary 
Paper 30000 tons 

Packaging Paper 
60,000 tons 

Increase in Urea to 
300,000 tons from 
about 50,000 tons 
p.a. 

Truck & Car Tyres 
& Tubes·300,000 
tyres & 300, 000 
tubes 

Various Petro-chemical 
compounds 

Urea 2,000 tons per 
day 

10,000 tons of Pipes 

Plastic Pipes .of 
different sizes 

l, 750 tons p.a. 

Cement 200,000 tons 
p.a. 

Cement 400,000 tons 
JL a. 

Mechanized production 
of Bricks 

20,000 tons .p.a. 

18,000 tons p.ae 
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Annexure III - ( Contd.) 

M'JCR PU"LTG O'?f'"'()T· PROJ'''CT''+ .t1 '. ..i.J - ;J_:;v.l_ n .!:•.J .• ...J 

---r~D_lier j_rnplen.lentc:tioD)--·-
\ __ ----

·--lE~imated Q 

~Location Q Total. Cost ~ 

~----~-~~----~-------~~---~_[p~~~l~l~io~n~)~~~--~----
. Name of the l'roject Procluot8 

I\.T .,;_ C017STHUCTI Oj§ nm(JiJ1iJUE§. ( Contd.;) 
CJ 

Light Concrete Plant 
(Thermos tone) 

Basrah L50 Thermos tone 

Ceramics Factor;y· Ramadi 1.40 6,000 tons p.a • 

Expansion of Glass Factory Ramadi· l. 70 9,600 tons p.a. 

Expansion of Cement Factory Baciosh 3-25 Cament 200.000 . ', 
ttJns 

p.a. 

II Cement Factory, Kufa Kufa 30.00 Cement 2 million. 
tons p.a. 

Cement Factory (South) Samat·ra 10.00 Cement 500,000 tons 
p.a. 

II Cement Factory. Hammam Al- 30.00 Cement 500,000 tons 
Alil pea. 

White Cement Factory Felluja 4.30 White Cement 
100,000 tons p.a. 

Expansion of Cement Factory Urn (iac> r 1.50 Klinke:r 500,000 
tons p.a. 

V - METALLU.P,GICAL ancl El!GINEBHING Hf.OUSTRIES 

Iron & Steel Complex 

Ship-making Plant 

Aluminiwn Rods & Hires 
Sheets ancl Circles 

Cables & Wires Factory 

Basra 
If 

Thi-Qar 

Nassiriya 

VI - ELECTRICAL IN.DuSTRIE:S 

Expansion of Storage 
Batteries Factory 

Baghdad 

64.00 

16.00 

10.00 

3.50 

1.15 

400,000 tons p.a. 

15 Ships of 1500 
tons P• ao 
Repair of 1,200 
ships p.a. 

25,000 tons per 
year 

1, 500 tons of 
Wires & Cables p.a. 

Storage Batteries 
and llry Cells 

-
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Mi>J.OR PUJ3LIC S:ilC'I'OR PROJ:SC·I'S + 
(under j~mi~l Gmdnta tTC?~-

50. 

--------------.------r:Eistimated r--· 
Name of the Project p,o_ cation I Total Cost ~ Products 

~ -~Nilli~~-1---------------

VII - OIL and GAS W.DUSTIUES 

Oil Refiner.t ]~OSL!l 13.00 Fuels 
tons 

Oil Refinery (South) § Basra 25.00 Fuels 
types 

Expansion of Oil Refinery Basra 15.00 Fuels 
.tons 

Lubes Refinery (Dora) Baghdad 7.60 Lubes 
p.a. 

§ This refinery has since been com~leted and 
reached the trial ~reduction staJe of its 
o;_Jeration . 

. ( 

+With capital investment of ID, 1 million or more • 

1.5 million 

differ'er,t 

3.5 million 

60,000 tons 

." ~. ' 

,• . .t 

' ., 

" ' 
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51. 

'T -f]:stimated ~ 
~ Looati on · ~nv.3e -tment } 

_,_, '-,-'' ____________ j_ ru:LC":!illionN 
Na.me of Project Products & Capacity 

Cane Sugar Factories 

I - 122J2. UfDLJSTRIES 

Various 
Places 

Of capacity 5000 Tons 
of cane per d.ay 

II - TEA'TILE and LEATHER INDUSTRIES 

Cotton Textile Factory Amara 22.00 

Cotton Textile Factory Kirkuk 25.00 

Cotton Textile Factory Baquba 22.00 

Shoe Factory 2.5 

III - CHBW~CAL INDUSTRIES 

Paper Factory 

Soda .Ash Factory 

.Amara 

Fa a 

32.00 

8.00 

40 million sq.m. :p.a. 

45 _u_ 

40 -"-

61,000 ton p.a • 

300 tons per day 

J '· 

,Salt (Sodium Chloride) 

Petro-chemical Complex 

Fao 3.00 1 million ton per year: . · 

Um Qasr, or 60.00 
Zubair 

. , 
IV - CONSTRUCTION HTDUSTRIES 

II Cement Factory Badosh 20.00 

, 500-700 tons of 
Naphtha, SBD, 
Etb:y'c l.eue, •oe<tc • 

Cement l million 
tons p.a. 

V - METALLURGICAL an<.! ENGINEERING INDUSTRIES 

Sponge Iron Plant 

Aluminium Factory 

Diesel Engines 

Sluice Valves & Locks 

Water Meters 

Cutlery 

+ With capital investment of ID. 1 million or more. 

;.-
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~· 
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( undel;- oonsj_deratioil) __ _ 

2 y 3stimato·d 
Name· of Proj8ct ~Location ~Loves tinerlt Jrroclucts & Capuci ty 

Electric Meters 

Spark Plugs 

LNG & UG 

Oil Refinery 

. 

____ ____l___ ____ jpl(Killion) ~ --------·-

,., 
VI - ELECTRI~IN1JUSTRIES 

1.75 

1.00 

VII - _oiL and G.AS IlffiUS·l'RIES 

Zubair, 
Rumaila 

Um Qasr 

40.00 

60.00 

900 million cu,ft. 
p.a. 

10 million tons 
p.ao-
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r\lr'lc""'\o\'s : 
Arab Oil 3th plus Gill: Some Domestic and International 

Policy Aspects* 

· .. .• 
Samir A. Makdisi 

Economics Department 

American University of Beirut 

The important changes_ which have occured in the oil sector 

in the past few years culminating with the price increases of late 

1973-early 1974 have focussed world attention on the :iJnpact of these 

measures at the nationa:i and the international levels particularly 

as far as the oil consuming countries are concerned. It is the 

primary purpose of this paper to discuss some of the domestic and 

international policy aspects of the impact of the recent dramatic 

·acceleration in the revenues of the Arab oil exporting countrieso 

The paper is divided into four main sections:the first notes . 

v 

briefly recent price developments and the prospective acceleration ~ 

oil revenues contrasting them w:ith past trends; the second outlines 

some aspects of the oil price increase on/the domestic economy of the 

oil exporting countries,_ on the balance of payments of the consmning 

·countries and on the position of the oil countries in the international 

monetary system; the. third includes observations on some alternative 

', ·,. 
·-,_.·.-

* The writer is grateful to l'rofessor z. Mikdashi for canunents 
on an earlier draft. 
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uses of the investible surpluses: problems of investment generally 

and in tl1e Arab economies, the developing countries and in the 

industrial countries are briefly discussed. The fourth section con-

tains the main conclusions~ 

I. The oil price ad;justment of late 1973-early 1974 and the 
prospective acceleration of oil revenues. 

After many years of relative price stability, the posted price1 

of oil exports rose about 27 percent during 1971, by a. little less 

than 9 percent during 197:) and by 2 00 })ercent during 197 3 and by 

another 230 percent on January 1 1 1974. Considering the period October 

1973-January 1974 together the rise in the posted price <rould have 

been equivalent to about 470 percent compared with the price prevailing 

in 1972o2 The government take per barrel (which measures the amount 

accruing to the. national government per barrel exported} rose by 

greater proportions as a result of either complete ~ationalization or 

major revision of the oil agreements which increased the share of the 

national governments. Government take is estimated to ·have risen in 
. ·~ • _c . .-

1973 by about 3:10 percent; fOT 1974 it i.s expected to rise by not much 

less than another lOO percent. Again taking October 1973-January 1974 

1Posted prices are tax reference prices, i.e., they are used for 
calculating the oil revenues of the exporting countries. Since 19§7 
posted prices have exceeded the actual market prices of oil. 

2Taking the price of Arab light as our indicatoro 

... . ·-·-,:. · .. - '•'f 
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as one period, the rise in government take compared with 1972 would 

•··be close to 500 percent and if participation agreements presently in­

force (60-hO government participation) are considered, government take 

could rise about l140 percent in comparison with 1972.1 

Given the above trends, the dramatic increase in prospective oil 
attached table 

revenues is clear. The:./~- represents the data for oil revenues by 

individual countries for the period 1960-74. Looking at the oil 

~ revenues (in current prices) accruing to the Arab countries alone, 

whereas they increased in 1960-70 by an annual average of 15 percent, 

they rose by 6lDpercent in 1971, byJiJ.percent in 19721 by an estimated 

jjo percent in 1973 and by an estimated 2!(o~/eJcDent in 1974 •. The 

magnitude of prospective oil revenue would depend upon the assumptions 

one would chose to hold concerning the projected rise in exports of 

oil and in government take. These in turn are dependent on the future . 

world demand for oil, the development of competing sources of energy, 

the volume of oil production and the participation agreements betvreen 

th(l ·oil countries and the oil companies. Extrapola:ting; the trend in 

the growth of exports which prevailed in the past decade, for example, 

and assuming that government take will. stabilize at around $8.@7per 

barrel of exports, then the pro._jected oil revenues of the Arab oil 

. ···-. ' ll':''~ 

·• . , ... ;, 'l ' 
'r 

-······ :JJb 

l.:rhe Saudi ~overrunent take is used for purposes of lllustrationo 
Se~Petroleum Intelligence Weekly, (January 21, and.l1ay 13, 1974). As of 
end ~.e, 1974 the posted price of Arab ],ight .was MP& barrle while Saudi 
Government take was $,~~r barrel. At theh~f 197(} the· figures were $ _&.roo I· 'bo 
and $ O.'ift} respectively. The proportion of government .take to the. posted 
price increased during the period under consideration fram.49 percent t'o 

£0 rm._.. +- t<" r« t• J 7 . 
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exporting countries in 1980 would amount 
-:.::!; . . 

to $~00billion.cam-

pared with an estimated $~-gq billion in l974o 

No doubt the above picture dramatizes. the sharp increase in_ 

the financial resources at the disposal of. the oil exporting countries 

(see section II below). However, to view these developments in the:ir 

correct perspective, one should take a longer view and not concentrate 

simply on the events of the past few years. Over the period 1960-1970 

. for exanple the average increase in government take was about 1.5 per-

cent annually. More importantly perhaps the price terms af' trade of 

a number of oil exporting countries had deteriorated during 1960-70; 

furthermore, it was believed by the oil exporting countries that the 

price of crude oil was being maintained by the oil companies at an 

unduly low level by comparison ~dth the price that would have prevailed 

under more competitive conditions. The oil price developments of 1971-

·74 have, therefore, be in regarded as a correction for past under" 

valuation of oilo 

Indeed, for a number of oil exporting countries the abundance of 

oil revenues (measured in relation to certain economic variables such 

as national income) has assum~d major importance domestically _and in-

ternationally only recently in the sense of substantial realized or 

expected "surpluses" (see below section III). To illustrate, fCI!' Iraq, 

the ratio of oil re·.renue to GDP hovered arolmd 15 p8rccnt :L'l 1963-70, 

then incre;c_sed to 2 0 percent in 1971 and to a much higher rati? in 197 ~ o 
1 

1Iraqi oil revenues fell in 1972 because of cut backs in oil exports. 
In 1973 such revenues increased by about 500 percent compared ~dth l97lo 
Income estimates for that year are not yet availableo 

- ., ' -·~ 

.. - _, 

>" -. . ·.: . . .... , ., 

., . ' .. ; 

.-.----

,,~---- ' ' 

... 



• 

.. 

'•·.- .·· ,,-

; . .,, 

For Saudi Arabia, the ratio was about 25 percent in the second half 

of these siXties c, s:lmilarly rising ~o a much higher ratio in 1973o1 ·, 

As mentioned later, the existence of a surplus. largely depends upon 

the absorptive capacity of the economy concerned. 

Irrespective of the reasons or the justifications for the oil 

recent price developnents, the fact remains that the sharp and sudden 

rise in the price level has confronted the Arab oil exporting couritries 

rlith issues at the domestic and international levels which have assume.d 

a much greater :Importance than. ever before. To. these issues ~ now 

. briefly turn. 

II. The :Impact of oil price increases • 

There are various domestic and international aspects to the 

:Impact of the recent oil price increases on the economies of the both 

the exportiilg and the consuming countries. This section deals with 

three of them. The first is the developnental · problem faced by the 

economies of the oil exporting countriel;l. particularly as concerns their 

capacity to absorb the oil revenues, i.e., to transfonn them into real 

resources. The other two are international: the effects of the oil . 

·. price increase (the consequent distribution of international liquidity: 

·in favour of the oil exporting countries) on the balance of payments of 

\rational income estir:w.tes for that year are r..ot. yet 
availableo 

• -~' '-, . . . ·.;~""<·-- . -:·-~- .. ····· 
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of the consuming countries and the position of the oil surplus countries 
. . 1 

in the international monetary system. 

The domestic and international aspects mentioned above are inter-

connected. For example, the magnitude of .the expected reflow of oil· 

money towards the major money and capital markets of the world would 

bf course depend upon the ability of the oil producing countries to 

absorb their revenue domestically, and at one step removed, regionally. 

Similarly, the attractions and pattern of foreign investments are in­

fluenced by the evolving framework of the international monetary system 

and the degree of its ability. 

A. The Domestic Aspects: 

Development strategies of developing economies normally aim at 

achieving two main objectives: (1) the maintenance of what is considered 

a rapid or a satisfactory (self sustained) rate of growth ·. ·. and (b) 

diversification of the economy which implies the widening of the 'in­

dustrial base. A third objective which has gained increasing importance 

in the pest decade is the !JJ.B.intenance of relative financial stability. 

For most countries, other than the oil countries, the major prerequisite 

for achieving these objectives centers on the ·raising of the level of 

domestic savings, supplemented, to the extent possible, by foreign 

10ne study which dealt with the effect· of the oil price increase on 
the price levels of major consuming countries indicates that under. eJ!;isting 
conditions, this effect is, relatively limited: oil prices <r.Lll contribute 
from one to tt.TO percm t tov the increase in the domestic price levelso 
(see T .R. Stauffer, "Oil ~ney and World }loney: Conflict or Confluence", 
Science (April, 1974) • " 

. -------- -~-~.;......_...,.-:: ____________ --:-_· ·-~· -~----:----::---·--·-·-·-·-;·--:-------: - . 
. ' - /-':.:"" . ...... _ . 
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assistance. Where oil revenues are abundant (in relation to certain 

economic variables) .this pre-requisite is readily fulfilled or more' 

realistically today substantially over fulfilled. 

lnstead of facing a constraint on savings, the oil exporting 

countries now face problems of investment. 'Ihe developnental problem, 

at the domestic level, has translated itself into one concerned with 

the capability of the domestic economy of absorbing available savings 

in accordance with a well conceived economic strategy or plan. But 

perhapa one should hasten to add that the problem is not so much the 

elaboration of plans (which if need be could be done with the imported 

technical help) but the ability to translate planned objectives intin 

realized objectives which itself is dependent upon the. implementation 

of well defined and conrdinated policy tools.1 ) 

With the availabi~ity of financial resources no longer a conM. 

straint, well conceived plans <~ould necessarily hinge on a proper assess-

merit of the capacity of the economy to absorb these resources. Such 

an assessment is difficult. The absorptive capacity is dependent upon 

a variety of (human and non human) factors uhich evolve with time. It 

is perhaps an extremely difficult task to construct an exact operational 

definition of this capacity. Nevertheless, the oil exporting countries 

are now faced, more than ever before, with the need to arrive at some 

lrhe serious difficulties of drawing up Btiitable plans should not 
be underestimated. ·Lack of proper policy coordination has characterized 
many a national plano 

---.- ; ..;. ·., 
¥ ., ---·;:· ;;-. • -~' _-,_-r. -."T .·' 
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quantification of the ability of their economy to absorb available 

resources over a projected period of time. 

The need for some operational guidelines is underscored by the 

need to arrive at a meaning of 11investible surpluses" of the oil pro­

ducing countries. To project these surpluses one might begin, for 

example, by the calculation of the "surplus" during a given base year, 

say 1973, and then project the future annual "surplus" for a given 

future period. The base yeaX surplus is nonnally defined as the balance 

of payments current account surplus.1 For future years, at least two 

estimates >iould be called for: (1) the projected marginal propensity· 

to import goods and services, in .the short and in the lomger·,run and 

(2) prospective oil revenues which in turn would depend upon projected 

world demand conditions, level of prices etc •••• where other export 

commodities are also important, their receipts would have to be projected. 

Allowance for 'What is considered an adequate level of international 

reserves would also have to be kept in mind. 

As far the Arab oil exporting countries are concerned, it is r•rko.r-> 

""" t --- . ~ realistic to assume that in the forseable future their absorbtive 

capacity will not grow at a rate which will absorb all the oil reVBnues 
' . 0 

accruing to them •. ~ ]'; the immediate years the cumulative SUJ;plus 1. . , 
. ttvv<./ ,;..~r Lt-~~jlt .-t ~.rcwr....,~ 1-"-.t t-1-..·:s· w.J-1 """'""J ._,/ 
is :: " s be He grow at an increa~ing rato/• __ The picture does. change~~ 0 C: 

the financing of investments in an overall .Arab context is to be excluded 

1rt is assumed that no specific allowance need be made for increasing 
the level of international reserves. If these reserves are judged to be 
inadequate such an allo•rance vrould have to be made. 

tl • -J..j IAty j r./ (..{.._ .... ~ """("" J. >J~ "'-' r r . 
;V n, n;,G '~ ;...~ .;.,~ "'~ Jr{f• '('""-Hj 1~'. ~,,,.-:--f~ 
rtr· .. . I:r- . . ' 1. · . ~~ • , • ~-:- •. ,1 "f"' ~· "\, , f 1 .. -v ... ( ~, n; k 1 t o....,il'v"T;r~--c-r.·· -ex.~ -,;.·-!')·s-o•'·t,.,.".Cc-·~--r"~P"~-,-ll-~-'-=-t--~----------:;-~~- ~ , r ~~ 1\ 

· ... 
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from the concept of the "surplus11 • That is, oil surpluses would_ 

in this case refer only to that amount which remains_ after the cam.: 

bined absorptive capacity of all the Arab economies had been con- -
. . fi>((;' hilt 

sidered. E-v-en then, hmmver, the coming few years would xtill ~ / · · 

6li]lSObocl te witness the growth of substantial Arab investible sur-

pluses., 

B. The International Aspects: 

1) Impact on the balance of payments of consumin~ 
countries 

In viewing the impact .of the recent oil price increases on 

the balance of payments of consuming countries, it might be useful to 

distinguish between the developed and the developing econo~~es. On 

the ~<hole, the developed economies do not seem to face as serious a 

problem as do some of the developing economies. It should be emphasized 
r.. ... 

that within each group there are great individual differences. ~ some 

countries, the balance of payments rew~ins strongly favourable while 

for others may ·• face serious difficulties in copying with the new 

balance o:r' ·payments situation. 

The ·ability of the developed economies to meet the short-run 

balanc_e of payment impact of the oil price increases rests on the wider 

means at their disposal to meet the increased oil bills: their domestic 

economies are flexible and they can resort to alternative domestic and 

external policy measures to alleviate the new burden; their ability to 

borrm>, if necessary, can be an effective means to cope with the new situation; 

. ; 
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equally :importantly, if no more so, is the fact that a large portion 

of the oil money is expected in the short-run to flow back to the 

major 1-rorld money and capital markets 0 
1 This is not to deny that in 

the case of one or two countries which have been facing persistent 

and substantial deficits the recent developments in the oil prices 

would not add an'l additional burden. However, in such cases, the 

balance of payments problem had already been in existence and was. not 

·created by the increase in oil )?Ticeso 

As for the developing economies, a number of them are likely 

· .. :,.-,.· 

to be able to cope l-lith the new situation, because of one or a combina­

tion of the follm·ring reasons: (a) they maintain relatively high 

reserves part of which can be used to defray the increased cost of oil 

:imports; (b) they anticipate substantial increases in their export 

receipts (e.g. Morrocan phosphates); and (c) their projected capital 

iirl'lows seem adequate. l1ore generally, their balance of payments 

outlook looks favourable. One could also add that some of the countries 

might have some leeway in adjusting their import priorities and eco­

nomic policies. ~ the short-run, h01iever, such adjustments are like:cy 

to be of a very limited nature. 

At the same time there are countries whose oil :import bill is 

relatively substantial, whose reserve position is not particular:cy strong 

-·and .. whose export proceeds are not especially favourable. These countries 

. d . 
1Given the siz~.rdepth of these markets any sych .reflow is not 

likely to cause :important disruptionso (Cf. Stauffer Ibido, PP• 324-325) • 

·~··· .. .., •• 
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would be indeed of some form of short-run accommodation. (see section 

IV below). 
; 

If the short-run :ilnport of oil increases can be accommodated by 

one means or another, it is not unrealistic to assume that in the 

longer-run the process of adjustment to the new redistribution of inter­

national liquidity (other things being equal) would proceed wHh no 

great hindrance. Such an adjustment would of course be greatly faci~ 

.litated by the maintenance of a properly functioning international 

monetary system. 

2o Oil exporting countries and the international monetary 
system 

The concern of the oil exporting countries 1-1ith the inter-

national monetary system and more specifically with international monetary 

reform is directly related to (a) the fact that their bil.lance of payments 

has been and is. expected in the foreable future to remain in surplus 
and 

bearing in mind that oil is an exhaustible resource/(b) they have 1> be 

conc·erned with how to use their investible surpluses among alternative 

foreign useso 

~ The phenomenon of persistent balance of payments surpluses has 

prompted the oil exporting countries to argue that they should not 

·necessarily be subject to internationally agreed rules of adjustment but 

that special considerations should apply to them. Thus, in their case 

a currency revaluation does not solve the payments problem while for 

other countries whose balance of payments is in surplus such a policy would 

be envisaged 0 Apart from that, a stable international monetary is in 

... ...,.. •. • ' ·c:-· ~ . ···Jr.··· . .. 
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the interest of the oil exporting countries. Worldwide inflation 

and various unregulated currency adjustments (as has been the case 

in the past few years) pose problems of a serious nature to the 

management of their portfolio. These countries are interested in 

maintaining the real value of their assets and monetary turbulance 

would not only make this objective more difficult to achieve but rT ould 

place additional burdens on the management of their funds. 

To the extent the recent oil price developnents have added a. se-
- the 

;;x:ipus burden to/balance of payments of certain consuming countries 

and therefore to the difficulties in working out smooth processes of 

adjustment, then there is no reason to assume that the oil exporting 

countries •rould not consider helping the affected countries thereby 

contributing to the efforts to establish a stable system. The form 

of assistance could be either multilateral and/or bilateral. More 

generally in deciding on how or use their surpluses. the oil exporting 

countries would be concerned with the impact of their action on the 

international monetary system. One should hasten to add, however, that 

:!;he turbulance rThich the system has been facing is not· related to ithe 

oil question (indeed, the impact of oil price increases are yet to be 

felt) but to other developments which we c~~ot go into here. On a 
, ... ..J..J 

_world wide scale, the sudden increase in oil prices ~ add somewhat 

to the existing problem, but it certainly would no·!; occupy the center 

of-the stage. It is therefore not incorrect for the oil exporting 

countries to take the position that the help they extend to needy countries 

is motivated not by the burden of responsibility for having raised oil 

;1 ~~·o·-· .. .. 



• 

- 13 -

prices but rather because they believe in a stable monetary EUStem 
lG 

and are ~illing to contribute to maintaining ~ stability. 

At the·same time if the oil exporting countries are expected 

and are <rilling to contribute to the stability of the system, then 

it realistically follows that their responsibilities in the management 

of this system should increase correspondingly. The oil exporting 

/

cou.'ltries, in other •rords, should be able to exercise a greater in­

-fluence than hitherto on decisions relating to international monetary 

rfOI'il! and management~> 
III. Some Observations on the Alternative uses of InVestible Surpluses. 

A. General considerations: 

Once the investibilie surplus over a .Projected period of time 

has been.determined, the problem becomes· one of maximizing return 

overtime. Long run maximization would involve several related decisions. 

An obvious decision is how the oil surplus cou.'ltries are to manage 

their portfolio, given the short and longer yields in real terms on 

various alternative assets, along with the risks attached to each one 

of them.1 Since it is in th~ interest of these countries to have a 

stable international monetary system, they orould also have to decide 

on the extent and £he form in which they are willing a11d can contribute. 

to this stability. A stable system would minimize possible ris1:s arising 

from menetary turbulance and as mentioned earlier would render portfolio 

mansze:;Ient less complex •. Furthermore, the Arab oil expOrting count.ries 

share a conununity of interests with other Arab countries and, therefore, 

l A related dacision concerns the price and rate of production of oil. 
Oil in the ground and financial assets are substitutes. 
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·they 1.rould want to decide on how to strengthen financial and economic 

.ties with these countries. Such a decision could affect significantly 

the economic ~~d geographic pattern of investments of the Arab oil 

exporting countries.1 

Oil is an-exhaustible resource, It is essential not only that 

·the generated oil revenues be used appropriately for the.purposes of 

building up and diversifying the domestic economies but that the emer-

-ging surplus be invested judiciously to provide a stream of future 

returns which would sustain domestic grmvth. The judicious use of 

available financial resources would imply a proper diversification of 

holdings which accounts for projected economic as well as political 

interests. It would also imply the injection of an element of flexibili~ 

in their asset holdings which 1vould permit the surplus countries to 

take advantage of emerging opportUnities. 

The rest of this sedion shall deal with four nain issues: (1) 

problems of investment relating go the maintenance of the real value of 
, · · · and investments; · 

oil surpluses/ (2) investments in the Arab countries; (3) investments in 

developing countries and (4) investments in the industrial countr:lles. 

B. Some problems of investment: 

At any point of time a comparison of existing yields _and risks 

_among alternative assets would provide a guide to the desirable pattern 

of inves~~ent. Over a period of time, however, the oil exporting countries 

lror a discussion of certain general problems relating to the invest­
ment of oil surpluses see R ,E, Habro 1 

11 Problems of Invesi;nient 11 paper delivered 
to the Conference on "I vestments Policies of the Oil Producing Aralb 
Countries" Kuwait, February 18-211 1974. 
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- are interested in maintaining the value of their assets and returns 

.. in real terms • 'IWo problems they have to cope_ with in today's world 

are (1) i'lflation and (2) currency adjustments~ 

The prevalance of inflation usually induces the chanelling of 

investments toward assets which act as a hedge against rising prices. 

_Real estate has traditionally been .one attractive outlet under such 

circumstances, Yrom a domestic economic point of view such investments 

_may not necessarily be the most desirable investments. The problem 
the 

which arises therefore is how to reconcile between maintaining/value 

of the acquired assets, generating an adequate stream of income and 

effecting what might be considered a desirable pattern of investment. 

Indexing has been suggested as one way out, i.e. indexing of bonds 

and other holdings in te~as of the price of a basket of goods and 

services. Indexing may of course prove unattainable or unrealistic. 

Unfortunately we cannot but pose the problem here,· offering no solutions. 

EV0n if the problem of inflation is dealt with satisfactorily, 

there remains the question of currency a.djustments which may also lead 

to a decline in the real value of the assets held by the oil exporting 

countries,. 'lhe experience of ma_ny countries since 1971 attest to-.the 

fact that CUrrency turbulence affecting in particular:. · reserve cur-

-rencies have not only led to substantial losses but have frequently 

induced speculation and shifts in funds uhich themselves were and addi-' 

tional source of instabilit:;ro It is pe!'haps ~tseful to remark here 

that there is no evicieC~ce that Arab held foreign balances contributed 

.-.:·· .· ~-. . .~.,·-.....- •• ~ ••• ----- ~;---·""1""""! 
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significantly, if at all, to the money turbulance which the major 

·money markets have witnessed in the past few.years. 

There are two specific problems which the oil exporting countries 

faces 
. .,.,._., lo.~ V h>·G 

under existingn&onditions: (1) assuring that oil receipts are 

not depleted in real terms because the currency in. uhich they are demo­

minated is depreciating relative to a!_; her currencies and (2) assuring 

that the real value of their international reserves as vrell as their 

investible surpluses do not suffer unduly as a ·consequence of floating 

rates. 'Again a number of suggestions have been made in this connection; 

for example the valuation of oil receipts, in terms of SDR1 s or in 

terms of an Arab accounting unit uhich is based on 1ieighted values of 

major Arab currencies. It is not certain, ho;Tever, how, short of specific. 

exchange rate guarantees extended by individual countries, there cam 

be safeguards agau1st the depletion of the value of invested funds 

arising t:rom currency adjustments. It is not surprising that the oil 

exporting countries are interested in a stable and well manage:! inlter-

national monetary syste, and in particular in well regulate:! currency 

adjustments. 

A third problem which could be faced by oil exporting countries 

· in the use of their surpluses abroad is the possibility of arbitary and 

discriminatory actions by the capital receiving countries, e.g. the freezing 

of assets and expropriation. It is obvious that the fears of the oil 

e::>::port:tng countries. concer[\ing the possibility of such actions should be 
to unem 

alJiviated by eXtending/the appropriate guarantees. 

. .... 
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C. Investments in the Arab Countries: 

Among others, three factors are expected to influence the flow 

of investments to the Arab economies. The first is the availability 

of actual and potential investment opportunities for both public and 

private funds. Such opportunities do exist at the. level of indiv:iJclual 

countries as well as regionally. The :immediate task is to identify 

".· 

them, drm; up the necessary programs, enact the appropriate financial 

legislation which •rould induce investments (including guarantees against 
a 

take overs) and at/more general level_implement policies which wo1lid 

maintain relative financial stability.1 Moves -in these directions have 

infact already been initiated by a number of Arab countries.2 

The_ second factor is the development of the national money 

and capital markets and of an over all Arab money and capital market. 

Arab financial intermediation has a major potential role to play in 

terms of facilitating the movement of funds from one country to another 

in search of investment opportunities. The more developed such markets, 

the more efficient is resource allocation within each country and re-

gionally. The evolution of such markets is a long run proposition. None-

theless, it_ should ge given high priority particularly as the already 

1 It has been argued that developnental loans geared to program 
f:Ln..a:.:~j_nr:; r.:J.t:Cer t.~·;:~.;; ~~o indi·;.rjdnal projects is a more effnc-~iV0 method 
o.f utilizing available resources. 

2An Inter Arab L~vestment Guarantee Corporation is expected to 
begin operatio?J. soon. 

' 
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e~siting f:inancial markets abroad act as a powerful magnet to surplus 
I -

funds • . 

_The third factor is the desire of t;1e oil export:ing countries 

to contribute, directly or :indirectly to t.he developnent of the other 

· Arab economies• The economic and political solidarity of the .Arab 

world could prove to be an extremely impor-tant factor in the· utiliza-. 

tion of the available surpluses. The :inter-Arab economic approach· 

has been and carJ. remain either bilateral (government to govern:nent) 

or multilateral, i.e. via ',.'\: regional funds and "blinks. The Kuwait 

Fund for Arab Economic Development and the more recent Arab Fund for 

Economic __ and Social Developnent illustrate the multilateral approach. 

other Arab regional :institutions have been either established or are 

expected to be established. 

I 
I 

All the forego:ing factors are related to the issue of absorptive • 

capacity at th~ individual country level and regionally. As noted earlier:;· 

this capacity is greatly influenced by the human element ;rhich manages 

the economy. The more capable this management, the more readily are -·· 

-)potential :investment· op~ortun.ities identified_ and coordinated with:in 

\ an over all progra.'ll and· the more readily are available resources ab-
t 

l{orbed. 

D. Investments in Developing Economies: 

- - What has been observed concern:ing the .Arab economies applies, --

:iJ1 part, to other developing economies: their attraction to Arab surplus 

funds would depend upon availabrue· opportunities a.~d the establishment. 
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of an econ~~ic and financial atmosphere favourable to foreign invest-
i 

ments. There. are hm·rever two issues •rhich merit special attention 

in. con.'1ection with these countries. The f,irst is that they should 

not only identify attractive investment outlets but should make special 
r 

efforts to familiarize the surplus countries with existing opportunities. 

Secondly, there is the question of assistance to some of these coun-

tries ••hich are facing balance of payments problams connected "lth the 
. I 

increase in oil prices. One form of assistance Hhich has already ma-

. terialized in the recently established DIF oil facility. It is 
.. . , .. 

. .1·5 . . . 
financed, to the tunc of about $J billion by some of the oil e ::>.'J)orting 

countries imd is intended to finance the balance of payments of 

developing cou..'1tries which have been adversely affected by the recent 

oj~ price developnents. In addition a number of ~rants have been ex;. 

tended on a bilateral basis, while other forms of assistance are under 

discussion by· the ~embers of OPEC. 

E. Investments in the Industrialized Countries: 

While it is. true that the effect of the oil price increases 

was to redistribute international liquidity in favour of the oil exporting 

countries, -it is also true that, given the existing short-ruu> constraints 

on the absorptive capacities of the economies of the oil exporting and 

other Arab countries, there will probably occur in the short-run at least 

a large ,reflow to .the industrialized countries. The nature of this _reflow 

could take the form~ direct 1 inves~ents _ e .g • establishment of jndustries · 

and purchases of real estate or _via the major money and capital markets 

including the Eurodollar market.!~ 

~Joint ventures in the econ~mies of the oil exporting countries 
themselves constitute anothelf' channel • 

. M-r~r,.....r 
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The attractions of. the indus.trialized countries fo~. the __ 1 
· . · ~;~. d, 'r'"" •1 'P'" '""' f o_.f P'•-> f"" 1-. ,f< ~c-~"' '1 

surpluses are many:~he great ~ariety of available real assets 

and instruments of debt, the relative easf·, 1-rith which information 

can be s.ecured, the available technical knowhow:Jand facilities, 

established financial traditions, traditional economic and financial 

. ties between the , oil exporting and the industrial countries, etc.;~ 
The short-run reflou of oil surpluses is not a'Cpected to cause· any 

under disruptions to financial markets because of their depth, size 

and flexibility. 

To the extent that surplus funds reflolv to .the industrialized 

countries, this would .of course ease the process of .their balance of 

payrJents adjustment to the new oil situation, though the incidence 
. "1-\ . 

of the reflmv- would differ from one country to another.,!';) But while 

the economies of the industrialized econo."llies !)light be alJeviated by 

this defacto recyling ~ Arab surplus fUnds, the oil exporting coun-

tries are still faced with the problem of maL~taining tJle real value 

of their assets. Perhaps more concreted efforts at economic and 

financialcooperation between the two parties directly or via the 

intermediation of international financial organizations could lead 

to same satisfactory results in this regard. 

~lleviation of the balance of payments burden .of the indus .... 
trialized countries would also tal<e place \1!11 the current account sirice 
the larger portion of;til exporting countries expenditure On goods and 
services will be made in these countrieso · 

_v At CA. ~-' T(~, )(•!C';/ ~·-t;'),,." (t·,__. · ~ L7~-< r.-1 '"P.- t..:..r 
c-v-.-...fn'rJ e:vJ.J L..:...-t ....... t... j-(/ilw cl<.J r· t "ll•'>i>A' r t..kft-c.t h ....... . 
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IV. Conclusions. 

(l) The recent oil price adjustments could be :regarded 

' as a correction for the past undervaluation of oil and; by con-

sequence, the previously relatively inadequate level of oil re-

venues accruing to the oil exporting countries. Whether this 

correction is sufficient, insufficient or more than sufficient. is 

a separate issue not dealt with in this paper. 

(2) The emergence of substantial oil revenues focus8s 

attention on the developmental problem of the oil exporting cotL~-

tries: their. ability to transform oil revenues into real re­

sources, i.eo their absorptive capacity in the short and the longer 

runP Oil is an exhustible resource and the importance of' its 

judicious use for building up a11d. diversifying the domestic econo-

mies of the oil exporting countries in accordance with rational 

·plans cannot"be overstated• Rational foreign investments of sur~ 

pluses which provide a continuing future income stream is equa,lly 

important. The concept of a surplus refers to the a1nount available 

for investment after allmring for absorptive capacity (either at 

the individual country level or at the level of the Arab economies 

combined) and for any desirable increases in the level of inter-

· national reserves of the countries concerned. 

(3) The impact of the oil price increase on the bala11ce 

of" payments of consuming countries is expected to vary from 

one country to another. On the .whole, the industrial economies 

. . . - ' . . 
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are likely to cope effectively with the new situation;; many of 

the developing countries uiU also be able to cope lvith it parti­

cularly those COuntries Hhich are' benefiting or have benefited from 

the rise in commodity prices and also maintain relatively high 

levels of international reserves, For other countries short-run 

accomodation has been forthcoming through multilateral and/or 

bilateral cha~els; additional assistance by oil exporting countries 

could be expected. This question highlights the::new responsibilities 

of these countries in the international monetary system and the 

need to have them assume a largErrole than hitherto in its management 

particularly as they are concerned ~iith contributing to its stability. 

(4) In deciding on alternative uses of their investible sur-

pluses, the oil exporting countries have to be concerned 1fith maxi.mis:il1g 

their return, :in real tenns, over t:ilne, and ;rith ma:intaining the real 

value of thelr oil receiptso Yields on various.alternative short 

and longer ter.m assets have to be adjusted for inflationary trends 

while possible'currency adjustments have .to be taken into acco1mto 

S:ilnilarly, the oil exporting countries would like to assure, by one 

means or another, that; the value of their oil receipts in real term·. 
. . 

is being maintainedQ Certain suggestions have been made to cope 
: f.•d::Y.L U r; lf.t 

with these various problems but~cej)table solutions have yet to be 

Horked out • A,n additional ·concern of these countries is to secure 

adequate guarantees against expropriations and s:ilnilar actso 
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(S) Turning to the geographic pattern of the Arab oil 

investments, their flow to other Arab countries will be governed 

by _available opportunities as 1iell as by the effectiveness and. 

strength of inter.:..Jl.rab economic and political solidarit-y. The \ 

flovl of Arab oil money to other developing economies l-Ihere 

potential opportunities do exist is likely to be governed by the 

extent to which the surplus countries are familiar with these 

opportunities and with the adequacy of guarantees extended to 

foreign investments bythe host countries; some funds will also 

flo1f in connection >vith aid programs sponsored by the oil producing 

countries vlhether directly or via international organizations., 

• 
·Given the short-run constraints on the absorptive ·capacities of the 

Arab economie~, f). :b~ge portion of the Arab suyplus funds is expected 
. \.1 n-1../ 

to reflow to the major~ money and capital markets, which -.. •) \..r 
. . .· , t r ~-{,_~~ll ,j ir'll...- V-.Bf-~J.L~ ~ .t~J ft1.d c.--f~-J. 
provide a number of attractionsT-or such fun~rGiven the size aii(f 

depth of -~ ":1f{c~ C.·"J1r e:{, markets it is unli;cely that the re-

flow would cause any important disruptions. The industrial economies' 

balance ?f payments ;dll be alleviated not only by this de"factof 

recycling of Arab surplus funds but also by -~he increasing ·expen­

ditures of the. Arab oH exporting. countries· on goods and services~ ,, 
.' '· (.~. 
the=l-a~ part of which is expected to originate in the industrial 

countries~ 
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Je commencerai par reiterer mes remerciements pour les organis~ 
-teurs de cette rencontre et je m' excuse aupres de mes collegues parti ·. c.._ 

pants de ne pas avoir pu faire ma communication par ecrit et vous l'a­

voir distribuee des le debut, et ceci pour des raisons que j'ai deja ex 

pliquees aux organisateurs de cette rencontre. 

Mon intervention va porter s.ur les possibili tes d' investissements 

et de developpement industriels en Tunisie dans le cadre d'une vision 

globale de la cooperation et de la collaboration entre la Tunisie, le 

monde arabe et le monde mediterraneen d'une part, et le monde occidental, 

et particulierement les pays du Marche Commun- dont l'Italie fait partie­

d'autre part. 

En effet, depuis 1960 et le demarrage de la planification en Tun.!_ 

sie, le pays s '.est engage dans une voie irreversible de decolonisation 

economique. Cette dynamique dans laquelle s'est engagee la Tunisie s'in 

scrit, comme je l'ai deja dit, dans un cadre national mais aussi dans 

une vision de complementarite entre les pays arabes et mediterraneens 

d'une part, et l'occident- et speciaLernent les pays duMarche Commun­

d'autre part. 

SUr le plan optionnel et au niveau des relations bilaterales et 

rrrultilaterales, cette dynamique de developpement et de cooperation s'ig 

scrit dans le cadre d'une nouvelle vision de relations economiques. 

Cette nouvelle vision se.base surtout sur le desir de remettre 

les relations economiques internationales sur des bases d'equilibre, re 

lations enLre monde en voie de developpement et monde nanti. 

En effet, la guerre, le conflit du Moyen Orient constitue le deto 

nateur qui ebranla les structures bloquees, et ceci devant les negocia­

tions et devant l'echec de ces negociations entre pays arabes et monde 

occidental, lequel echec est qui engage les pays arabes dans une veri­

table bataille de liberation economique. Et - c'est la revelation -

c'est pourtant que des pays du Tiers Monde en general, et arabes en par 

ticulier, ont ose se dresser pour redresser unilateralement la situation 

. i't 1 1 oppose. 

Ce que les pays nantis appellent 1 crise de l'energie' n'est en 

fait que la preuve que les pays en voie de developpement en general, et 

le monde arabe en particulier, sont capables aujourd'hui de maitriser 

un peu mieux leur destin. 
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Le relevement, ou plutot le reajustement du prix de petrole, decide 

unilateralement par:,.les pays arabes producteurs de petrole, est un acte 

de souverainete economique qui annonce le debut d'une remise.en cause 

effective de la politique economique internationale. 

En effet, l'exemple des pays arabes a ete immediatement suivi par les 

autres producteurs de petrole, puis par d'autres pays pauvres mais pr£ 

ducteurs "de matieres premieres. La plupart des ressources minieres ou ve 

getales des pays du.Tiers Monde connaissent deja un debut de valorisation 

qui compense particulierement l'erosion monetaire subie ces dernieres an 

nee so 

Un autre pas a ete franchi avec la cascade des nationalisations et des 

prises de participation dans les compagnies etrangeres exploitant des 

ressources. 

Un phenomene de solidarite agissa'l.te se manifeste alors entre les pays 

du Tiers Monde qui voient dans la contribution et la consti·tution des 

groupements d'interet un moyen efficace de lutte contre l'hegemonie du 

monde developpe. C'est une veritable dynamique de la decolonisation eco 

nomique qui est declenchee. 

De l'autre cote, les nations riches sont d'abord prises de peur et de 

panique. Leur premier reflexe releve encore de cette myopie tradition­

nelle en la matiere qui les empeche de concevoir les reformes necessaires 

dans le cadre d'une evolution pourtant ineluctable. 

On etudie plutot les moyens de repercuter les hausses des prix des ma 

tieres premieres dans les prix d!"s produits manufactures, on s'evertue 

a inventer des formules de plus en plus sophistiquees, a caractere app.§: 

remment technique, en vue de canaliser les flux monetaires nouveaux, 

comme s'il ne devait s'agir que d'adaptations de systemes dont on vante 

la souplesse, et comme si l'hegemonie des nations riches sur le Tiers 

d d • n / ' 11 Mon e evaLt etre perpetue e. 

Dialogue des sourds, escalade vers une guerre economique, rebellion 

et revanche du Tiers Monde, en un mot le developpement du Tiers Monde 

est-il' incompatible avec le progres des pays riches? La tentation de 1 1 ~ 

scalade est reelle, les risques de confrontation ne le sont pas moins. 

Les pays developpes sont partages entre le desir de ne rien changer et 

la conviction qu'on ne peut reporter indefiniment les solutions fondamen 

tales. 
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Pour sa part, la Tunisie qui a toujours cru en la cooperation inter 

nationale, comme source de progres pour taus, et qui a beneficie depuis 

son independance d'une contribution etrangere substantielle au finance­

ment de ses investissements, estime que ces tentations et ces risques de 

confrontation et d'affrontement pers:iS::eront tant que de nouvelles bases 

n' auront pas ete adoptees pour. la cooperation economique entre les peuples. 

De cette vision nouvelle du monde que releve le plan Bourghiba pour 

la cooperation, inspire de cette philosphie sur laquelle la Tunisie a 

base toute son action politique. Pour la Tunisie la lutte pour l'inde­

pendance n' a jamais signifie,·· haine ou vengean:::e mais substitution de 

rapports de cooperation entre partners egaux a des rapports de domination 

entre colonisateurs et colonises. 

S1 agissant des relations economiques internationales, la Turiisie reste 

fidele a sa doctrine. I1 faut·substituer a la politique economique ac­

t:uelle des pays riches des relations de cooperation et d'entr'aide entre 

peuples egaux, assurant avec la meme volonte au developpement et au pr£ 

gres. 

Entre les deux mondesqui risquent de s'affronter il n 1 y a pas d'inco~ 

.patibilite d'interets, mais au contraire il y a complementar;_te de res­

sources et convergeance d'objectifs. Que les pays developpes acceptent 

une revision des rapports de domination et l'antagonisme cedera la place 

a une cooperation, tout cela constitueune reelle vision nouvelle de la 

cooperation internationale, 

En fait, s'i.l est vrai quela decisiondes pays arabes producteurs de 

petrole a mis a riu le 17.octobre 1973 la tragique division du monde en 

peuples riches et peuples pauvres, il n 1 est pas mains vrai qu'elle a suE 

tout demontre a quel point ces peuples ont besoin les uns des autres. 

La pauvrete n'est pas toujours faiblesse mais la richesse n'est pas ne­

cessairement developpement, 

Les atouts ne sont plus du meme c8te. La cooperation internationale 

indisp,ensable devient ainsi negociable. Elle reprend sa pleine signifi­

cation avec, l'emergence d'un nouveau. type de rapports economiques entre 

nations. Ce nouveau type de liens entre pays en voie de developpement 

et pays developpes implique une charte universelle de developpment qui 

consacrerait cette nouvelle philosgphie ainsi que les principes direc­

teurs qui doivent regir la cooperation internationale. 
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Premierement, il importe d'abord que les pays developpes conviennent 

que le developpement du Tiers Monde ne peut que les aider eux-memes a 

se developper, et que la remise en cause du systeme actuel ne peut im 

pliquer ni inversion de roles ni revanche. Il faudra que le monde deve 

loppe comprenne qu'il a interet - ce n'est pas seulement une question 

de doctrine - a envisager le developpement du Tiers Monde pour accroitre 

ses propres possibilites d'avancer et de progresser, 

L'exemple du Canada est eloquent. Son industrialisation n'a jarnais 

porte prejudice a l'economie des Et:cts Unis, bien au contraire, elle a 

offert a ce pays developpe de nouvelles possibilites. De meme le deve­

loppement des Etats Unis a favorise un plus grand developpement de l'Eu 

rope. N'est-il pas evident aujourd'hui que- le developpement de l'URSS 

et de la Chine va profiter considerablement aux economies americaines, 

japonnaises, europeennes sans qu 'il y ait rapports d '·exploitation ou de 

domination? C'est que le progres appelle le progres, tout cornme la mi­

sere appelle la misere. 

Dire que la cooperation sera contractuelle c'est dire que le cadre 

'donneur-receve.ur', 'assistant et assite' a vaincu. Une cooperation 

contractuelle implique des partners egaux et des obligations reciproques, 

equilibrees, estimees equitables pour les deux pays. 

Mais parler du developpement c'est aussi le plus souvent evoquer l'in 

dustrialisation. Pour nous,une industrialisation veritable n'est conce­

vable que dans la mesure ou elle est basee sur la transformation sur 

place de la ressource naturelle ce qui est a meme de permettre de resoudre 

definitivement ·le probleme des prix des produits de base et la deterio-
'-

ration des termes d'echange et de fournir une clef naturelle et indiscu 

table pour la repartition du travail et la redistribution des richesses. 

Parce que dans notre esprit, la ou il y a matieres premieres il n'y 

a_ aucune raison de les transporter a 10.000 lire le km pour les transfer 

mer sinon celle d'accaparer toute la richesse. Ceci est d'autant mains 

justifie que ces pays avances transplantent des millions de t.ravailleurs 

pour faire face aux besoins de leur croissance et, en termes clairs, 

pour traiter les matieres premieres importees. 

Ceci ne veut point dire que nous preconisons l'abolition du commerce 

des matieres premieres. Sa valorisation sur place ne peut etre que pr£ 

gressive. Pour cela, une Charte de Developpernent sera la charte du re­

dressement et des equilibres a partir duquel des contrats .specifiques 
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de developpement pourraient etre con~us. 

C'est d'ailleurs dans cet esprit que la Tunisie va entamer des le 

mois de septembre 1974 la negociation d'un nouveau contrat avec le Mar 

che Commun Europeen. 

Sur le plan national, depuis janvier 1973 la Tunisie s'est engagee 

dans la realisation de son quatrieme plan - qui est quadriennal, 1973 

- 1976 - lequel plan s'inscrit dans le cadre de la deuxieme decennie de 

developpement, 1973-1982. Ce plan quadriennal dont je parle fixe comme 

finalite premiere la promotion de 1.'homme. Cette promotion passe avant 

tout par l'emploi et le relevement des economiquement faibles. A la suite, 

le second objectif d'ailleurs, est le degagement de la tutele financiere 

etrangere. A titre d'exemple je vous citerai que le pourcentage du finag 

cement des investissements tunisiens au cours de la premiere decennie, 

1962-1971, representait 45% contre 55% de financement interieur. Pour le 

plan quadriennal 1973-1976,ce .pourcentage de financement exterieur descen 

dra jusqu'a 20% et nous esperons n'atteindre que 18%. 

Pour cela, la Tunisie figure parmi les premiers pays a avoir pris des 

mesures efficaces pour l'encouragement de l'industrie et l'encouragement 

aussi des industriels etrangers a s'installer sur son sol dans le but de 

produire pour le marche national d'une part et pour l'exportation de 

l'autre. 

Je dois ici citer une loi - c'est la loi du 27 avril 1972 - portant en 

couragement des industries exportatrices instal lees en 'runisie. Je· •dorme 

comme exemple que les industriels italiens ont ete deja invites pour une 

_premiere visitE; en Tunisie et l'ont deja rendue durant le premier t.ri­

mestre 1974; 'c' est une delegation qui representait la Confindustria it_9; 

_ lienne qui est venue en Tunisie pour voir et connaftre les vraies poss~ 

bilites et les reels encouragements que la Tunisie offre a l'industrie 

italienne sur son sol national. 

Done, pour faciliter ce contact et pour rendre ce contact plus facile 

entre industriels italiens, et etrangers en general, d'une part et in­

dustriels tunisiens ou possibilites nationales tunisiennes, une agence 

de promotion des investissements a ete creee et les agrements, a titre 

d'rexemple, qui ont ete deja accordes dans le cadre de cette loi 1972 

ont atteint jusqu'au.mois de juin 1974 un volume de 250 millions de dol 

lars dont 25% sont destines pour l'industrie exportatrice. 
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Parmi les industries susceptibles d'etre developpees et sur lesquelles 

le quatrieme plan de develo.ppement national met une importance particu­

liere, nous pouvons citer les industries alimentaires, les industries 

de transformation,., de conservat-ion des produits agricoles, les indu­

stries du cuir et de la chaussure, les industries diverses telles que le 

materiel de precision, les industries de plastique et celles surtout de· 

la petrolchimie et des derives du petrole. 

Sur ce point, bie_n que la Tunisie, n'etant pas grand producteur de p~ 

trole - ceci je donne a titre d'exemple, que la production tunisienne en 

matiere de petrole aujourd'hui est de 4.300.000 tonnes - et il est pre­

vu pour 1976 qu'on arrive a 10 millions de tonnes, et d'ailleurs ce 

n'est pas une prevision en l'air mais c'est une prevision qui se base 

sur des donnees reelles, sur l'etat d'avancement des recherches- done 

bien que la Tunisie n__: 'est pas un grand producteur de petrole, elle a ete 

le premier pays a avoir fait avec l'Italie une reelle politique energ~ 

tique. Et je veux citer ici la partie ENI Italienne. 

Cette politique va de la recherche jusq'au raffinage. La premiere raf 

finerie, d'ailleurs, qui a ete installee a Biserte, en Tunisie, est une 

raffinerie tuniso-italienne. Sa capacite de production, •• de raffinage 

est de 1 million de tonnes, et a partir de 1975 nous entamons l'install~ 

tion d'une nouvelle usine de raffinage d'une capacite de 6 millions de 

tonnes dans la region de Gabes, vu que toute la region de Gabes au sud 

tunisien constituera pour nous le pole de developpement industriel pour 

toute la Tunisie et d'ailleurs c'est le point d'attraction et de coope­

ration pour l'installation d'une industrie en comrnun avec la Libye ou 

avec d'autres pays europeens, 

Dans ce secteur de petrole nous considerons qu'une veritable coopera 

tion entre pays arabes et l'Europe serait de grand interet parce que le 

petrole n'est plus pour nous un generateur de royalties mais au contraire 

un propulseur des economies nationales des pays arabes. Le petrole pr£ 

pulseur d'economies nationales est une source enrichissante d'industri~ 

lisation. 

L'exploitation des derives du petrole est d'une rentabilite reelle 

comme le developpement d'ailleurs du secteur de la petrolchimie. 

Quant aux investissements dans ces differents secteurs, dont j'ai 

enumere certains exemples et ceci a titre indicatif et non limitatif, 

ils doivent provenir des possibilites nationales ou des financements 

! 

! 
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exterieurs, et arabes en particulier. Nous avons promulgue un code des 

investissements qui est riche en encouragement. >. ... , . 

Nous classons les projets qu'on doit agreer ou qu'on doit encourager 

suivant la nature du capital, suivant la structuration du capital, suivant 

l'activite et suivant le nombre d'emplois agrees, ceci en egard au pro­

bleme fondamental auquel on accorde l'importance premiere, c'est la crea 

tion d'emplois. 

D'autres elements de classement a part le capital, d'autres elements 

done d'appreciation, peuvent etre pris en consideration et surtout la 

priorite de l'investissement, en cause, le lieu d'implantation du pro­

jet en Tunisie, la nature de l'activite, le nombre d'emplois payes· et 

surtout la nature de l'apport en capitaux, en devises ou en dinars tuni 

siens, ainsi que le degre d'integration industrielle et le montant des 

exportations par rapport au chiffre d'affaires. 

Ici - je ne veux pas retenir encore votre attention pour vous citer 

les differents avantages, ils existent dans le Code des Investissements 

d'ailleurs - pour terminer, je ne peux pas passer sans parler des poss! 

bilites qui s'offrent avec lq realisation-de plus grands projets: eur­

mediterraneens. Je veux citer le gazoduc liant l'Algerie, la Tunisie et 

1 1 Italie, Ce projet creera- nous en sommes surs- des liens permanents 

et non des liens mercantiles entre les trois pays •. 

Je vous remercie de votre attention. 
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I. INDUSTRIALIZATIO!l: ITS OBJECTIVES t:.:I·TD ~OLE IH TilE DIVEf(SIFI-
CATION OF T~3 ECGNOLHC STi:1.UGl0ili3 . 

Elimination of economic backwardness in any developing country 
requires that do;;1estic development poteritials be steadily and appre­
ciably increased and a diversified economic structure set up 1-1hich 
would enable the various sectors to make their own contribution Kithin 
a well defined development plan. Evidently, industrialization offers 
in this respect one of the most impartment and effective tools to help 
achieving this vital target. 

Diversification of economic structure is a pressing ne:·Gd in 
developing countries and is a complex and inter-related operation and, 
so far, there is ne single formula "hat may account for its different 
aspects. Diversification is not a target in itself, but is a means of 
attaining higher levels of efficiency and productivity in national eco­
nomy, 

Moreove·r, realization cf economic develop:?Jent through diversi­
fication requires not only changing the prevailing structure and estab­
lishing new industries, but also setting up an optimum balance between 
the various branches of national economy in each stage of the economic 
development process. This would enable achievement of economic progress 
at the least possible costs and avoid lowering development rates deter­
mined in the plan. 

In order to have an insight into the possibilities of diversi­
fication and determine optimum ·priorities, it is essential to carry out 
general surveys so as to get acquainted Hith the extent of availability 
of natural resources and determine their locations, as a· preliminary 
step towards studying the possibilities of. their utilization for indus­
trialization purposes. 

fin important factor that should be borne in mind in the indus­
trial development process is the close control of the extent of both 

-· industrial and agricultural dev<:::lopment, particularly .in those count­
ries which still are ;;1ainly agricultural, like the Syrian i>rab Republic. 
The reason for tr.is lies in the fact that··an imbalance between the 
gromh of agriculture and that of industry can have tmf6'rtunatc conseq­
uences on the gromh of the eco::omy as a whole. 

Industrialization consists of the implementation or expansion 
· of a continuing and ever-growing series of indu3trial development prc­
jects. The objectives of industrialization arc many many-faceted and 
it is of the utmost importance to define them in as clear, comprehensive 
and explicit ten;,s as possible, despite the difficulty that such defi­
nition involves. Nevertheless, a preliminary, but by no means complete 
list of possible major objectives of industrialization may be drawn up 
as follows: 

1- To raise living standards. 

2- To promote manpower employment. 
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3- To accelerate the rate of development of the industrial 
sector and broaden the range of manufactured goods produced, 

4- To develop greater economic indeDendence. 

5- To ensure that new investment in each branch of industry 
makes appropriate use of the economies of large scale 
production and ;nod ern technology, 

6- To achieve certain balance-of-payments objectives,· for 
example, by developing an appropriate mix of import­

substitution and export-oriented industrial production. 

7- To direct new investment into those branches of industry or 
projects that have government priority. 

8- To promote the desired geographical distribution of new 
industrial activity. 

9- To promote a more equitable distribution of income. 

10- To develop and maintain the desired balance between public 
and private ownership of industrial projects. 

11- To ensure that a sufficient volume of finance is available 
on appropriate terms fer the industrial sector, 

12- To ensure tile development of a growing and adequate body 
of experienced entrepreneurs and trained industrial managers. 

13- To ensure the development of an adequate supply of engineers,. 
technologists and technicians. 

14- To promote the development of national technology and 
research, suited to the conditions and resource endowments 
of the country. 

15- To make maxitnum use of the c·portunities fer regional cc­
operation in the field of industrial development. 

Achievement of these objectivec requires the formulation of long­
range industrial develor::-ment plans and progranrri1es, as well as. the desien 
of a soundly conceived anC: oonsastent set of industr.ial ;oolicies anci policy 
measures that would ensure availability.cf suitable implementation tools. 
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II. · DEVBWPi:'!ll'lT Mm PL/\NiliNG 

The process of economic develupment is characterized by being a 
dynamic and continuously active one, and liable to adjustments depen­
ding upcn c!1ant:es in prevailing conditions. Ccnsequent 1y, the same 
a;:>plies to the planning process. 

Eccncmic planning may be c!efined as a scientific forecast based 
on the use of objective econo1cic laws and knowledge of the trends 
followed by the different ;oroductive branches as well as of the needs 
and requirements of the society and possibilities of developing it. 
Planning, therefore, ccnstitutosan important means of accelerating prog­
ress and is mainly the responsibility of the state. 

Planning in this sense of the word is a relatively recent event 
in the Syrian Arab Republic. Its first application was on a limited 
scale, both in scope and aims, and its main objective was rationali­
zation of investments in the ;:;ublic SGctor. Then it passed through 
various stages until it settled in the form of integrated and systema­
tic programmes of economic and sccial development covering both the 
public and the private sectors. This was in the early 1960s which 
witnessed the issue of the First Five-year Flan fer Economic and Social 
Development,60/S1~64/65The Second Five-year Plan 1966-1970 followed 
next, then the Third Five-year Plan 1971-1975, which is the one in force 
at present. 

During the period 1955-1960, priority was given tc ·infra-structure 
development ;orojects. In the First Five-year Plan attGntion centred 
mainly on agriculture, while in the Second Pivc-year Plan the main stress 
was on the introduction of fundarnental cifanges in the econcmic and social 
structure of the Country, in order to achieve a cont-inuous self-supported 
devclc:)ment which would lead to uplifti!lB the economic and social wel­
fare c-f the Syrian people in the near future, tc raise living standards 
in urban· and rural areas to acceptable levels, to Gstablish an industrial 
foundation which wculd cope with dom.;;stic nntural 8nd agricultural poten­
tialities and to raise agricultura·l prcduciivity. The Third Five-year 
Plan, however, aims basically at completi~3 t~-~e building of the indus­
trial base by the development ana modernization of existing industries 
and the establishment cf industries Hhich •.-1culd enable the Country to 
exploit its natural and agricultural rescurses. Invest:;:ent allocations 
envisaged in the Plan give first ;>riority to the industrial sector. 
1\griculture comes next followed by ether sectors. The Plan's target 
is tc make the contri:,ution of industry to national income not less 
than that of agriculture, 

...... - '., 
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III. Il'DUST:liliL DEVELCH;:ENT t,CHIEVEf•E!ITS 

Overall economic appraisal of the performance of the industrial 
sector during the 1960s reveals the achievement of an appreciable 
progress in mcst branches of industry. Such progress, however, acce­
lerated since the early 1970s when a number of new industrial projects 
-started actual production after compl0ticn of trial runs. l.mong these 
projects r.1ention m2.y te macle of the follcwing: steel rclling mill, 
nitrogen fertilizer plant, fine cotton-yarn plant and exploitation of 
rock salt. and phosphate reek deposits. 

However, since the early 1970s and precisely since the Corrective 
movement of 16 November 1970, Syria.gave big and sound steps in the 
context of industrial development. This is evident from the fact that 
Gross Dornestic Product ( GDP ) in the manufacturing sector achieved 
during the period 1970-19'72 an annual growth rate of 13 .0%, while the 
corresponding figure fer the period 1960 - 1970 was 5 ,6/o. 

Mention may also be made of the measures adopted in the early 
1970s which aimed at providing a number of incentives to the private 
sector to encourage it to invest in the productive fields and play a 
positive role in strengtl'lening the national economy and develop it in 
the field of industry, beside the public sector which leads the process 
of economic development. Thus while the Third Five-year Plan for Eco­
nomic and Social Development estimated investments in the private indus­
trial sector at 150 million Syrian pounds, i.e., at an average annual 
rate of 30 million Syrian pounds, licenses granted to the private sector 
during the period 1971 - 1973 for the establishment of new indust'rial 
enterprises or the enlargement of existing ones Here as follows: 

Year 1971 1972 1973 

Number of licenses granted 1237 "770 993 

Estimated investr.1cnt s 
involved (LS million) 106.4 99,0 130·2 

The Syrian Arab Republic 101a1>es ever increasing efforts to streng­
then, expand and develop its industrial base. Thus the Second Five-year 
Plan 1966 - 1970 resulted in est ablislling <: ~lc;r;,be:r of new indust ri.z·s, such as: 
nitrogen fertilizer, tractor assembly and asricultural implements, steel 
rolling, onion dehyd:ratio~, china table-ware, telephones and telephone 
exchangers, etc., in addition to the large expansion and development 
schemes introduced :i-nto many ether existing industries, like: texti.les, 
portland cement, sugar, vegetable oils, soap, food canning, refrigerators 
and other metal-working industries, television sets, etc. 

Allocated investments of the Third Five-year Plan 1971 - 197.5 
amount to 8600 million Syrian pounds; industry, fuel and power are the 
sectors to which the largest allocations have been made, as follows: 
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!lllocations 
(LS millicn) 

public sector 

private> sector 

Total 

1173 

150 

1323 

Fuel and power 1014 

' -;C· 

Percentage with respect 
to total Plan alloca­
tions. 

14.65 % 

1.88 7o 

16.53 % 

12.67% 

Hm·mver, a number of projects have recently been added to the Plan, 
particularly in the industrial field. These will be mentioned later on. 

In order to give an overall picture of the achievements of indus­
trial development in the E'yrian Arab Republic, a nwnter of statistical 
indices closely connected with the subject may be referred to, namely: 
industrial output ,value added, labour force, fixed capital forma-. 
tion, power consumption and exports. 

raphe. 
A brief review of these indices is given in the following parag-

1- Industrial output. 

Th~ average annual growth rate of.industrial output during 
the period 1964 - 1972 reached 8.7/o, Hhich exceeds the ave"rage 
annual growth rate cf gross output· for all sectors for the'''same 
period by 2,1%, the latter being 6.6%. 

Table 1 gives the value of the gross cutput at factor cost 
in the various economic sectors during the period 1964 ~ 1972: 

' 

1. 
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Table 1. Value of Gross Output at Factor Cost by Sectors 

LS million, at constant 1963 prices ) • 

Sector 

Agriculture 1572 

fvli ni ng ·and 
manufacturing* 1678 

Building and 
construction 322 

TranstJort and 
communications 47 5 

Finance and insurance 85 

Wholesale and 
retail trade 840 

Ownership of dwellings J07 

Government 600 

Services 310 

Total 6!89 

1285 

1879 

363 

524 

87 

890 

324 

627 

365 

6344 

1968 

1307 

2053 

421 

675 

97 

901 

3<0 

755 

417 

6966 

19.70 

1373 

2609 

445 

796 

126 

1085 

362 

913 

480 

8188 

1972 

1764 

3086 

559 

842 

164 

1250 

387 

1209 

579 

9840 

Indices of gross output at factor cc.st fer some sectors during 
the period 1964 - 1972 are. shown in Table 2. 

Table 2. Indices of Gross Output at Factor Cost. 

Sector 

Agriculture 

1963 ; 100 

Mining & manufacturing* i04. 5 

Building and 
construction 

Transport and 
conununications 

Total 

114.5 

107.5 

1966 

91.7 

117 .o 

u2.c 

126.3 

110.2 

( *) Including: electricity, gas and water. 

1968 

93.3 

1.27.9 

129.9 

162.7 

121.0 

1.970 

98.0 

162,5 

137.4 

191.8 

142.2 

1972 

125.9 

192.3 

172;6 

202,9 

170,9 
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It is evident from figures mentioned in Tables 1 and 2 that indus­
trial output almost doubled during the period 1963 - 1972, i.e., itinc­
reased by 92. 31\>. This is .a clear indication of the rapid growth rate 
achieved by Syrian industry during that period. It is also evident 
that since the late 1960s industrial output began to realize higher 
growth rates than in previous years, due to economic prosperity of the 
various sectors as a result of the good agricultural harvest in 1969 
and the start-up of production in a number of new industrial projects, 
besides the increase in the contribution of the oil sector in particular. 

Table 3 shows the contribution of the various industries to the 
gross manufacturing output during the period 1968 - 1972. 
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Table 3. Contribution of the various industries tc grc.ss manufac:turing 

output (At current prices, LS million) 

a- Ccn.s•J.mt;;r gcods industries:_ 

1- Focc1 processing, bevera­
ges ;::nd tobacco indust-
ries. 

2- Textiles, wearin3 apparel 
a.nG leather indust rics. 

3- 'Yicccl and furniture 
in-Jcstries 

,:,_ Fa;::cr, printing cfnd pub­
lis~·iing industries 

~- 3asic il12tal industries 

6- !Jetal produ.cts industries 

7- Dor,;e,stic personal services 

8- r·.·lisc-?llan.eous 

"ubtctal 

b- EeTi_c _i__r;.ten~;ediate industries 

.1- ·::her.iical industries and 
chcr,;ical products 

2- rTon-I"11etallic products 
inC::istries. 

Subtotal 

Tctal manufacturing 
in cl ust ries. 

,----~--

1968 

LS million % 

516 29.9 

726 42.2 

72 4.2 

14 0.8 

95 5.5 

15 0.9 

i - -

~16 0.9 .r4 84.4 

. . . 

" I 

' 
i 183 10.6 

I 85 5.0' 
-

258 15.6 

1722. 100.0 

1970 1972 1 
LS million % L3 million J % 

I 
I 

I 
863 36.8 1066 ! 29.3 

I 

836 35.7 1550 42 .s 

88 3.8 149 4.1 

20 0.9 25 " ~ V •; 

132 5.6 ~ 303 9.0 
20 0'0 oJ 

' 
39 1.6 - I -

5 0.2 25 ~-·· 
2003 85.5 3118 l 86.3 

' 

i 
' 
' ! 

231 9.9 459 I 12.6 

109 4.6 77 2.1 
-

340. 14.5 536 14.7 J 
2343 100.0 3654 100 .o -l 
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Figures ,given in Table 3 reveal that consumer gccds industries 
rank first in relation to.gross manufacturing output, accounting for 
about 85% of the total. The most important industries of this cate­
gory are food processing, beverages and tobacco industries and the 
textiles, wearing a;)varel and leather industries, Hhich account for 
abcut 7'2:'/:, cf the gross manufacturing output and about 85% of the total 
output of ccnsU<>Jer goods industries. Mcreov<er, it should be pointed 
out that main bulk of production of consumer goods industries goes to 
local consumption and only lir,Jited amounts are exported. 

The contribution of basic intermediate industries to gross man­
ufacturing output is very low, representing only about 1S%. 

It is evident from these figures that the Country is still in the 
relatively first stages of industrialization,. where the main proportion 
of industrial production comes from the consumer goods industries which 
are basically intended to serve the domestic market. 

Data representing the manufacturing output in 1970 produced in 
enterprises belonging to: 

a) The public sector 

b) The private sector and 

c) Mixed ownership 

show that the largest proportion of manufacturing output comes from the 
public sector which accounts for 53.45%. The proportion accounted for 
by the private sector is 36;51%, while the ccntribution of enterprises 
with mixed ownership is almost negligible, representing only 0.04%. 
Relative figures and percentages are shown in Table 4. Such data clearly 
indicate the leading role played by the public sector 1n the indust~ial develop­
ment of the Country, which is in line with the eccnomic pclicy cf the 
Govern.,ent • 

a-

b-

c-

Table 4. Distribation cf manufacturing output according 

to m·mersli'ip cf enterprises, 1970. 

(at current priccos, thousand Syrian pounds). 

manufacturing output p.s-rcent a~e 

PubHc sector 1 487 116 63.45 

Private sector 855 589 36.51 

f.:Jixed ownership 856 0.04 

Total 2 343 561 100.00 
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2- Contribution of local industries to supplying domestic 

demand for manufactured goods. 

Most of the new industries established over the last 20 
years have concentrated on supplying the domestic market, with 
the net result that the pattern of industry did not change very 
much during the said period . 

Local industries have been able to supply the domestic · 
demand for manufactured goods (i.e., local production plus imports 
minus exports) to quite a good extent, reaching 79.6% in 1960 
and 84.7% in 1970, as shown below. 

Gross output, producer's value 
(at constant 1963 prices) 

Imports of manufactured goods 

Total 

Exports of manufactured goods 

Total demand for manufactured 
goods: 

Proportion of domestic demand 
satisfied by the local industry 

3- Value added in industry 

1960 

1424.7 

473.0 

1897.7 

107.0 

1790.7 

79.6 

1970 
LS million 

2643.9 

551.0 

3194.9 

71.0 

3123,9 

% 84,7 % 

Value added in the industrial sector increa·~,ed during the 
period 1964- 1972 by 88;1,, i.e., by an annual growth rate of 
8.2)!,, comparec1 with the increase in all sectors of the economy 
during the same ~~eriod which amounted· to 51% 1 i.e.'· by an annual 
growth rate of 6.1)!,, 

Table 5 gives the coniposition of the Net ·Domestic Product 
(r1DP) at factor cost fror:t 196<1 to :1972 and shows the actual share 
as well as the percentage contribution of the majcr economic sec­
tors to NDP • 

It is evident from this table that the contribution of the 
mining and manufacturing sector to NDP showed a steady increase 

·during the above mentioned ;>eriod, and while it was 15.0)1, in 1964, 
it became 18.5% in 1972, 

Table 5 also indicates that the most important economic sector 
is agriculture and that fluctuations in the contribution of this 
sector to NDP are reflectec in the contribution of other. sectors,. 
Tlris reveals the need for a radical change in the composition of 
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·the Net- Domestic Product in- favour of manufacturing industry. 

In this context it may be useful to show the contribution of 
labour force to the realization of value added in industry 1 since 
it enables estimation _of employment efficiency and labour produc­
tivity in general. This index is given in the form of a ratio of 
value added to the nU!~1ber of perscns employed in industry, as 
shown in Table 6. 
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Table 5. Composition of Net Domestic Product at factor cost 

(At constant 1963 prices, LS,million) 

Sector I 1964 1966 1968 1970 

NDP % NDP 7o NDP % I NDP % I NDP 

f,griculture 1292 33.,7 1008 17.1 1025 24.3 1086 22,2 1443 

Mining and manufacturing·'' 574 15,0 577 15.5 693 15.4 920 18,8 1079 

- . 

1211 3.3 ~ a I Building and construction 104 '2,7 142 3.4 141 ~.~I 183 

8.41 
Transport and co;nrnunica-

41 597 tions 323 339 9,1 451 10.7 E56 " 
I 

Hhclec:cle snd retail :tl·ade 535,13.9 544 14.6 62J. 14.'7 67: ,.., 720 

l'tMr .. ~,----o•"'· 11006 1 '>'7 3 I ., '"' 
I 

/ .~-.;.. ._. _ _...,_ -··'-' 1 V '·•· ;,c -'~·'-···· ~50 ~ t1 1239! ~iiJ ·' ~ j 1 b1.. 

l I 

.. ·,-:'.' ·;~"·" 

1972 

I % 

24.9 

18.5 

3,1 

10 .3. 

12,4 I 
i 

'{ • .--1 rJ ~ . J 3LC 11-" . L-=-~~-' 
L 

------1----t--1------'----+---'.---+-, - . I . i I 
Totc:l 'i 3834 100.0 1 3720 100.0 1 422j~Q .o 1 4893 ! 100.0 1 5816! 100_,0 __ 

( -:q Including electricity, gas and water. 
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Table 6. Value added per person employed in industr~ 

( At current prices ) 

1966 1968 1970 1971 1972 

Value added in industry 
(LS million 645 743 1079 1456 1702 

Number of persons· em;>loyed · 
in industry (thousa~d) 117.0 :120.3 14l.7 173.6 200.0* 

Value added per person 
employed ( LS) 5509 6172 7669 8390 8510 

Value added per person employed in industry, as shown in 
Table 6, is low because of low productivity and redundant labour. 
in many instances, a fact Hhich stresses the need for adequate 
training in order to create a highly skilled and productive labour 
force. It also points to the need to introduce the principle of 

.granting incentives and to link wages >Jith production. 

4- Labour force in industr~ 

Although industrial development and expansion of industrial 
activities resulted in an increase in the number-of per,;ons 
employed, industry still suffers from a shortage of skilled labour, 
despite continued Gover::1r.1ent ·efforts to provide training and ex­
perience to the largest po:.:sible number of workers, in the steadily 
increasing number of training institutions and vocational training 
centres it has established, • 

Table 7 shows tl1e development of -che number of workers in 
industry during the period 1966 - 1971. 

Table 7, Development of number of workers in industry 

Year: 1966 1967 !!368 1969 1970 1971 

Number of workers 
(thousand) 117 115 120 125 141 174 

Index number 100 99 103 107 120 148 
---

These figures shcw that the number of workers in industry started 
·to increase at a higher rate by th0 end· of the Second Five-year 
Plan 1966 - .1970, as a rest:lt ·of the implementation and start'-up 
of a number of neH projectc; listed in the Plan, bes;ides the expan­
sion underwent by the oil j_ndustry, 

( * ) Estimated figure 



I 

5- · Fixed cnpital·formation in industry 

Fixed capital formation in the mining and manufacturing 
sector reached LS, <OD million in 1972, compared wi:th LS. 106 
million in 1955,. i.e., the increase achieved during the period 
1965 - 1972 amounted to 277%; the average annual groHth rate 
is 21%, a figure which has not been ·reached by any of the other 
economic sectors. This points out clearly to the great efforts 
made by the State to chaniJe the structural composition of natio­
nal economy in favour of industry. rt.oreover, fixed capital for­
mation in in(ustry alone represents about one third of the total 
fixed capital formation for all sectors of the economy, Next to 
industry in this respect comes agriculture, J;heti building and 
construction, followed by transport and communications. 

Table 8 gives the distribution of total fixed capital for­
mation over the various e~oncmic sectors during the period 1965-
1972. 

Table 8. Distribution of fixed ca2ital formation . by sectors. 

( At fixed 1963 prices, LS. million ) 

1965 1966 1968 1970 1972 

Agriculture 67 48 52 210 215 

Mining and manufacturin;;* 106 175 235 152 4.)() 

Transport and comm.unica-
tions 95 123 153 135 91 

Dwellings 10'.! 117 150 202 194 

-' Other sectors 85 93 125 89 112 

Total 457 556 715 788· 1012 

Moreover, it is expected that the percentage contribution of 
industry to fixed capital fcrmation will shovJ a large increase 
during the Third i'ive-year Plan, 19'71 - 1975, c1ue to the special 
interest devotee' in th() Plan to the industrial sector to make it 
a leading sector in naticnal economy. 

6- PoHer consumption in industry 

As a result of the industrial develq,;.oent strategy followed 
by the t::ountry which airtts sf changing the structural composition 
of national economy by increasing the. r--e·rcentage contribution cf 
industry to national incc;ne, import ant developments occurred in 
electric power consumption in the industrial sector since the end 

( * ) Including: electricity, gas and Hater. 
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of the. Second Five-year Plar,, 1966 - 1970, when a illunber of large 
industrial project3 implemented entere·~ the production stage. 

Power consumption in industry during 1972 showed an increase 
of 95% ovGr the corresponding figure for 1965, i.e., the average 
annual growth rate· reached l.O,.jft.--

Table 9 shOYIS the development of electric power consumption 
in industry during the period 1965 -- 1972, as follows: 

Table 9, Development of electric power consumption in industry. 

Total power con- i Po:.;~-;.r consump- I Percentage of power 

Year sumption in the tion in industry , consumptl.on l.n 
Count!'!y industry to total 
(million KWh) (rr0.llion KWh) consumption 

% 

1965 540 339 63 

1966 570 357 61 

1967 590 366 61 

1968 620 401 64 

1969 772 510 66 

1.970 850 511 60 

1971 872 559 64 

1972 997 I 664 66 
i 

It is evident from Table 9 that the percentage of electric 
power consumption in industry to total consumption in the Country 
ranges be.tween 60 and 66)1:, 

7- Industrial exports. 

Syrian total expert figures showed a large increase in 1972 
due to the good agricultura, .. h3l'Vest and the rise .in exports of 
a number of ite:ns, such as cot~on fibre and other raw materials, 
as well as manufactured ar:-J se·ni~manufactured goods, particularly 
textile yarns and fabrics. 

Contribution of public al'.d private sectors to total exports 
during the period 1.964- 1972 was 7S,h and 25% respectively, and 
the percentage of industri:~l exports to total exports cJuring the 
same period ranged between l3,j]', and 15.2%, which is quite low. 

., 
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Table 10 gives the cent ribution of industry to. the expert 
trade during the period 1964- 1972. 

Table 10. Cant ribution of industrl to the ex12ort trade 

( LS million) 

1964 .....!~§.~ 1968 1970 1972 

Total exports 673 661 673 775 1097·' 

Industrial exports 88.4 S9.4 98,7 109.1 166.7 

- Percentage of industrial 
exports to total exports 

( % ) 13.1 15,0 14.7 14.0 15.2 

Value of industrial out-
put at current prices 1340 1665 1839 2621 3847 

Percentage of industrial 
exports to industria-l 
output ( % ) 6 .. 6 5,9 5.3 4,1 3.0 

These figures show t~a~ the percentage of-industrial experts 
to industrial output i.s very low indeed. This is a feature common 
to economies of developing coun::ries where industrial goods are 
characterized by being maiEly of the consumer type and are inten­
ded as import-substitutes, a fact which weakens their ability to 

_compete in international markets. 

It is also evident from Table 10 t~at industrial exports inc­
reased 87% during the period 1964- 1972, i.e., by an.average 
annual growth rate amounting to 8.2%. · 
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IV~ BRIEF REVIEH OF INDUSTRIAL PROJECTS LISTED IN Tiffi 

THIRD FIVE-YE!;R PLI\H 1971-19'75 AND ?ROJECfS 

ADDED TO TilE ?L!Jl • 

As mentioned earlier, manufacturing industry has been allocated 
16,53% of the total investment allocations of .the Third Five-year Plan 
(1971 - 1975) Hhich amount to LS 8000 million.. The Plan comprises in 
the manufacturing field a number of projects, most important of which 
are the following: , 

a- Textile industry projects: 

1- Expansion of the Horns Company for Spinning and Weaving, 
by the addition of 37000 cotton spindles and 500 cotton 
fabric looms, Capacity: 7557 tens/year cotton yarn, 

2- Expansion of the Shahba Spinning and Weaving Company in 
1\leppo, by the addition of 15000 spindles.Capacity: 6700 
tons/year cotton yarn • 

3- Expansion of the Hama Company for Cotton Spinning by the 
addition of 4)500 spindles. Capacity: 4200 tons/year 
cotton yarn. 

4- Wool scouring and upgrading plant: production capacity 
10 000 tons of raH wool per year 

5- Cotton weaving unit in Damascus, comprising 500 looms. 

6- Expansion of the woollen carpets plant in Damascus, to 
increase production capacity by 130 000 square met.res, 

7- Expansion of the silk carpets p;l.ant 1n Aleppo, to increase 
"' production capacity by 60 000 m • 

8- Expansion of the Nylon and Hosiery Company in Damascus, 
in order to develop this industry and group together 
hosiery plants ~elcnging to the Company. 

9- Ready made wearing apparel plant. Capacity 360 000 pieces 
of different kinds per year. 

10- Cotton spinning mill in Idlib, of 750CO spindle·s. Capacity 
8844 tons/year cotton yarn. 

11- Cotton spinning mill in Deir Ez-Zor, cf 75000 spindles, 
Capacity 12725 tons/year cotton yarn. 

12- Textile design and quality control centre. 

~· .·· 
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b- Chemical and engineering industry projects. 

1- Development of the Storage Batteries and Liquified Gases 
Company in Aleppo, to increase production

3
capacity by 

75000 storage batteries per year and 63 m of gaseous 
oxygen per hour • 

2- Four cement plants in: 

Adra, about 25 Km north of Damascus, capacity 2000 
tons/day. · 

H~a, capacity 1000 tons/day. 

Aleppo, caracity 1000 tons/day. 

Tartous, capacity 3200 tons/day. 

3-·. Leather tanning complex in Damascus, capacity 3000 sheep­
skins per day. 

4- Plastic injection plant in Damascus, 

5- !Aetal fabrication plant in Damascus. 

6- Expansion of the safety matches plant. 

7- Development of the pharmaceuticals plant in Damascus. 

8- Development of the glass plant in Damascus~ 

9- Expansion of the Hania porcelain tiles plant.· 

10- Tractor assembly plant in Aleppo, capacity 2000 tractors/ 
year. 

c- Food industry projects. 

1- Brewery project in Damascus, capacity 5 million litres 
per year. 

2- Baker's yeast plant in Hems, capacity 10 tons yeast/day. 

3- Food canning plant in Jableh, processing capacity 15000 
tons of vegetables and fruits per year. 

4- Citric acid plant in Aleppo , capacity 1800 - 2500 tons 
per year. 

5- Food canning plant in Idlib, processing capacity 10 - 12 
thousand tons of tomatoes and 600 tons of pickled olives 
per year. 
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6- Baby food and fruit juice plant in Damascus. 

Besides the above mentioned projects, a number of new important 
projects have been added to the Third Five-' year Plan 1971 - 1975. 
These include the following: 

a- Textile industry projects: 

1- Cotton spinning mill in Latakia, of 75000 spindles. 
Capacity 9912 tons/year cotton yarn. 

2- Cotton spinning mill in Qalamoun, of 75000 spindles. 
Capacity 9912 tons/year cotton yarn. 

3-, Two cotton spinning mills in Ham a, each of 300CO spindles, 
Total capacity: SC~ tons/year cotton yarn. 

4- Cotton spinning rnill in Deir Ez-Zcr, of 37000 spindles. 
Capacity: 7557 tons/year cotton yarn. 

b- Chemical and engineering industry projects. 

1- Sanitary ware plant in D~nascus. Capacity: ~ tons/year. 

2- , Nitrogen fertilizer and ~onium salts plant. 

3- Triple superphosphate plant in Horns or Deir Ez-Zor. 

4- Soda ash and other sodium chloride derivatives complex. 

5-, Calcium carbide plant. 

6- Steel wire plant, capacity 1JOOO tons/year • 

7- Electric cables plant, capacity 2000 tons of copper and 
4000 tons of alwninium per year. 

8- Glass plant in Aleppo, capacity 40000 tons of sheet glass 
and glassware per year. 

9- Asbestos cement plant in f,leppo, capacity 8000 tons/year. 

10- Lead pencil plant. 

11- Iron and steel scrap foundry in Hama. 

12- Pulp and paper plant. 

13- Neon-lamp transformers plant; capacity! million pieces/ 
year. 
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Electric lamp plant. 
cent lamps and 1 - 2 

Food industry projects: 

Capacity: 8 -10 million incandes­
million neon lamps per year. 

1- Sugar plant in Rakka, capacity 30C0 tons of sugar-beet 
processing per day, and 4lO tons of raw-sugar refining 
per day. 

2- Da1ry products plant, capacity 10CDO tons/year. 
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V- CONCLUSIONS 

It is possible from the review given in preceding pages to draw 
uc> acme broad lines on the course and direction of industrial develop­
m~nt in the Syrian Arab Republic, and give an insight into its future 
objectives • 

In the first place, it is evident that industry achieved a good 
growtll rate, compared with corresponding figures in many developing 
countries. 1:1oreover, this growth rate exceeded the rate of growth of 
national economy, with the result that the relative importance and cont-

·ribution of industry to national income kept a steady increase, thus 
enabling industry to catch up with agriculture in the contribution made 

· tc national income in recent years, and it is expected that it w.ill sur­
. ;>ass it in the not-too-distant· future. This constitutes one of the main 
tareets of development plans. 

It is also noticed that investments in the manufacturing sector 
!H'e largely directed towards production of consumer and import- substit­
ution goods. Industrial exports and export-oriented industries have not 
yet received the importance they deserve. The main exception to this 
cume in the Third Five-year Plan 1971 - 1975 1 which aims at i~creasing theth 
por~entage industrialization of. cotton !:'ibre lOcally produc~27 establishing/ 
projects necessary fer raising production of export-oriented cotton yarn. 
This led to the result that the rate of growth of industrial exports did 
net keep pace with and lagged behind the growth rate of industrial output. 
This implies that industry still relies on other sectors in securing part 
of its needs of foreign currency. 

Industrial development cannot be realized efficiently unless it is 
part of an integrated strategy fer economic development. In addition, 
it is essential to concentrate on industries which have a large effect on 

· developine economic structure and achieving its equilibrium. One of the 
meat prominent tasks that faces industry in the coming years lies in es- . 
ttlblishing the basis that will allow industry to continue its growth at 
rates exceeding the erowth rates of other· economic sectors. This may be 
achieved by paying special aatention to export-oriented industries and 

·by enlargement and diversification of the industrial base, so as to over-
take the stage of consumer goods production and enter the field of inter­
mediate and basic industries and, if possible, heavy industries too •. 
The degree of domestic industrialization should be increased to the maxi­
mum possible extent as well and the close link between industry and_ agri­
culture must be borne in mind. 

All this should be accompanied by raising the technical level of 
industry, im.,roving quality of manufactured goods and ensuring compliance 
with "orld standard specifications, lowering of production costs, sec­
urine experience and technical know-how needed and training of manpower 
to improve sl<ills and productivity, in order to enable locally manufac­
tllred goods to enter export markets confidc·ntl.y and open ~ way in face 
of international competition, .cth~i~ 
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Colloquo International 

sur 

LA COOPERATION ECONONIQUE ENTRE 

LES PAYS ARABES ET L'INDUSTRIE ITALIENNE 

du 12 au 1h juillet 1974 a 
1 1Univorsite do Calabre (Cosonza) 

LA COOPEHATION P8TROCHDiiQUE 

ITALO - ARABE 

par 

Zavcn B2dros T:CTIZIAf.J 

Redactour on chef' du Bulletin "LE PETROLE ET LE GAZ AHABES" 

Centre Arabc d 1 Etudes Petrolieres 
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,v LA COOPERATION PETl:.OCHDITQU:S ITALO-ARABE 

Juillet ·1971~ 

Z , B, TEl':ZIAN 

"""-"·• .. 

Nous vivons en ce moment une pCriode CharniOre de 

1 1histoire de l'industrie petrolicre et m~me de 1 1histoi.re de 

l'Bncrgie tout court. c·c qu'on a appelB "crise de 1 1 0nergie" 

ne recouvre en f'ai t qu 1Lm ensemble de signes marquant le passa­

ge progressif du petrole a d 1 autres sources d 1 energie telles 

que 1 1 6nergie nucl8aire, 1 1 8nergie so1aire, l 1 Unergie geother­

mique, les huiles des schistes, le charbon gazei:fie, et"·· Sur 

le plan strictement commercial le niveau actuel des prix du 

petrole rend d 1 ores et deja ce passage concevable pour certai­

ne.s sources d'8nergie de substitution. Certes, de gras efforts 

devront encore ~trc :fournis, en particulier sur le plan tcchno­

logique. Des problCmes nussi importants et aussi cruciaux pour 

l'avenir de l'humanite que celui de 1 1 environnement devront 

~ire surmontes. Hais 1 1 on peut d 1 ores et deja entrevoir le mo­

ment oU les hydrocarbures, aprOs avoir assurG une part d8termi­

nante de la consonuna tion energetique mondiale, conLuenceront 

petit a petit a ceder la place a d 1 autres ressources energeti­

ques et, au bout du compte, cesseront presque complctement un 

jour d 1 ~tre brfiles con~e combustibles pour jouer un r8le plus 

"noble" et finalement plus profitable a 1 1humanite, celui de 

rilatier~s premieres servant aux industries petrochimiques, Clli­

miques et pharmaceutiques, 

Parler done de 1 1 industrie petrochimique ·dans un tel 

contexte, c'est parler de 1 1 avenir; et parler de la coopera­

tion petrochimique italo-arabe, c'est entrer de plein pied 

dans un de ces domaines cle:fs 0~1 se jouera de plus en plus en 

plus la cooperation _entre pays arabes et pays europeens et, 

plUS (!;OIHoralement, entre pays product curs d lhydrocarbures et 

·pays industrialises consommateurs d 1hydrocarbures ou de leurs 

produits. Hais dans quel cadre :faut-il envisac-er et placer cet­

te cooperation? 

·-~-"' 
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Nous assistons en ce moment a un bouleversement g0nB-. 
ral des donnees en plz.ce dans 1 1 industrie petrolicre, a une 

r0organisation du marchC interna tionnl du p8trole, ·a uno redis-· 

tribution des r81es et a 1.U1 rcajustement des forces 

libres. 

et des 

en tout 

affirmc 

• equi-

pre-

par 

A l'origine de ces changements on trouv0, 

mier lieu, le d6sir de plus en plus ri~oureusement 

les pays producteurs d 1 hydrocarbures, de sortir du sous-d8ve-

loppement par rme utilisation optimale de leurs ressources na­

turelles. Cet objectif ne peut evidemment ~tre atteint que par 

la soui::tission du sccteur des hydrocarbures aux imperatifs du 

modcle de dcveloppe;nent national choisi par le pays producteur 

concern8, Cela suppose done d 1 abord et avant tout le contr8le 

par 1 1Etat producteur de son secteur petrolier, de 1 1 integra­

tion de ce secteur dans l'economie nationale et dans la plani­

f'ication de cette 8coe.omie. La place occlipGe par le sec·teur p0-

trolier est trop importante, en effet, dans l'economie des pays 

producteurs pour que ceux-ci puissent se permettre plus long­

temps de laisser ce secteur emprisonne dans des systcmes d 1 cx-, 

ploitation controles par des societes etrangcres dont les poli-
~~~ .. 

tiqucs sont dictees par de;;~Vconsiderations de pro:fits £• e-s en 

contradiction ou en mnrge des inter~ts nationau:' du pays. 

Les formes de cette prise en main de 1 1 industrie petro­

licre peuvcnt evidemracnt changer d I un pays a 1 1 autre. L I ensemble 

du processus peut dCmarrer plus ou rnoins rapidement selon les 

-pays et s'cngager purfois dans des voies qui ne serc:i.ient en :fait 

que des trompe-l_'oeil. Nais il reste que le phcnomene general 

~est en lui-m8me :aussi naturel qu 1 irreversible. 

·· .. ·.· ···.- ....... .,.._,.. ___ ....... . 

}. 

f? 
' i: 



', -...-;:: 

Cette prise en main du secteur des hydrocarbures par 

les pay::; proclucteurs constitue ccrtes 'uno condition preal<!b.le 

a !'utilisation optimale des hydrocarbures en vue·du dcveloppe­

ment economiquc, mais elle ne saurait constituer en clle-m8me 

nn but; ce n 1 est I~i qu 1 w1. moycn, le seul acceptable il est vrai, 

devant n6ccssairer.1ent dCboucher·sur l 1 intGgrn.tion du secteur 

pctrolier clans 1 1 economie nationale du pays. Integration, car 

trop longtcmps le petrolc n'a constitue qu 1 une maticre.cxtraite 

presque a la sauvette et cxportee a 1 1 etat brut vers les pays 

consor.tmateurs, sans racines rcelles et sans effets inducteurs 

inclustrialisants a 1 1 interieur de 1 1 economie des pays producteurs. 

-Les activitcs en amont de la production pctroliorc restaient 

sous 1e contr8le des sociGtes concession...'"laires tandis que les 

activites en aval n 1 etaient devcloppeesqu 1 au minimum possible. 

En 1973 la production de pctrole brut clans lcs pays 

arabes a atteint pros de 19 millions de barils/jour, tandis 

que la capacite de raffinage de ces pays restait en do9a de 

2 millions de b/j, soit pres de 10% seulement du petrole pro­

duit sur place. 

L 1 industrie petrochimique est restce quant a elle dans 

un·etat embryonnaire alors quo des conditions aussi favorables 

pour son dcveloppement que 1 1 exis_tence d 1 une matiere premiere 

abondante et peu cofttcusc ,.:(le gaz naturel ou le gaz associe), 

la presence de capitaux .cherchant a s 1 investir et 1 1 absencc de 

proble;nes d 1 environnemcnt militaient en favour de son expansion. 

zo % environ 
' , 

CLSSCcte 

du gaz ,l)atnrel produi t clans lcs pays ara-

bes, l'une .des matiercs premieres les plus importantes de 1 1 in­

Jdustrie petrochimique, continuent encore a Stre brftles en pure 

pertc. Pour 1 1 ensemble des pays de 1 1 0PEP, les quantites de 
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gaz brO.le en 1972 ont ete estimees a plus de 100 milliards de 

metres cubes, soit uno quantite sensiblement egale au total de 

gaz consomme dans lcs pays de !'Europe occidentalo au cours de 

la mSme annee. Aux pri"~ actuels, les quanti t6s de gaz brll.lelt:t. 

on 1972 pnr les societes conccssiom1.aires. operant duns les 

pays de 1' OPEP representant uno valour d' au moins $ '5 milliards. 

Cc gaspillage stupide et cri~:tinel d'une source d'ener­

gie et d'tmc mati8re premiCre aussi prCcieuse que le gaz natuT'Iel 

constitl1e l'un des aspects les plus f'rappants du pillage des 

richesses naturelles des pays en voic de developpement par les 

grandes soci0t8s pCtroli8res. Devant l 1alt8rnative : conserver 

le gaz produit en· le rCin.)ectant dans les gisements, au prix 

d'investissements tr8s faibles dil reste, ou s 1 en dGbarasser en 

le brO.lant, cos soci6tes ant jue;e plus "economique" de le brO.-

_ler en :faisant subir ainsi aux pays producteurs et, on le voit 

a present, a l'cnscmble de l'hwnanite des pertes .incalculables 

au cours des quelqueo. cinqurulte dernieres annees. 

Voil~t quelques 1.ms des "resultats" de la politique 

dClibCrement pratiqu0e par les soci8t0s concessionnaires depuis 

pius d'un demi-siUcle d8j8. : garder les pays-hO.tes dans le sous­

developpement aussi longtemps que possible, les canto1mer dans 

le role de pcrcepteurs d'imptlts et de redevances, limiter au 

maximum le traitement des hydrocarbures clans les pays produc­

teurs en essayant d'exporter le petrole le plus possible et le 

plus vite possible a l'et;t brut ' avant que les "indigenes ne 

se reveillent". 

Cette politique diametralement opposec aux interSts 

des pays producteurs, n'a pu avoir cours qu'avec l'aval et sou-. 
_, 

vent l'cncouragcment des Etats consommateurs. Ceu:;~-ci ont fait 
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de la non-intervention dans les af'f'aires des socictes petrolie­

res leul' rugle de condui te en y voyant un axiome de leur stra­

tCgie de s0curit0 des approvisionnements. On sait ce qu'il en 

'est resul te conune consequences pour les pays europeens; le car­

tel pCtr.olier, dominG par les soci0tCs am6ricaines, a acquis 

une tellc position sur le marche mondial du petrole, que la po­

li tique p<Hroliere d 1 tm pays europeen pout dif'ficilement se 

pretendre libre de son influence; les objectifs petroliers de 

ce pays auraient peu de chanc~ de se r6ali.Ser s 1 ils n 1 8taient 

en harmonic ou, du moins, en non-contradiction avec les inter8ts 

et les objectifs des societes du cartel. Un bel exenple nous 

.en a ete donne lors de la n guerre du pGtr_ole", dGclenchCe a la 

suite de la ,g;uerre d 1 octobre 1 973, quand len grand as societes 

pctroliores ont reparti les approvisionnements p6troliers au 

gre de leurs inter8ts, faisant fi des injonctions de pays dont 

ces societes ctaient supposces assurer le ravitaillement. 

Il est temps que les pays europeens se rendent a 
llevidence, et l'Italie est bien placee pour le recon.na~trc, 

elle qui depuis 1953 essaie,·avec la creation de .1 1 ENI, de 

mener une poli tique. petrolicre nationale a la fois plus inde­

pendante_ du cartel et plus confon;,e au:~ int6r8ts des pays pro­

ducteurs, que la s6curite des approvisionnements des pays impor­

tateurs dlhydrocarbures ne peut plus se concevoir en termes de 

confrontation,· mais de cooperation. Une coop8ration bas8e sur 

la recherche des int8r&ts communs entre pays producteurs-et 

pays importateurs d 1 hydrocarburcs, les int6r8ts nationaux des 

pays int6ress6s 6tant les seules constantes sur lesquelles peu­

vent valable:·,1ent se_ f'onder des relations au.ssi vi tales pour les 

parties en cause que les relations petroliercs. 
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C 1 est dans eo cadre general et en conf'ormit6 avec ces 

principes de base que 1 1 on doit placer et envisager entre l 1Ita­

lie et lcs pays. arabes. toute. cooperation economique se voulant 

stable et tournGe _YQ:t_s_ l_~_ayenir.. 

* * ~f 

* 

La cooperation petrochimique ne pout f'aire e~cception 

a cette r8Gle. Bien au contraire; ici bien plus qu'ailleurs 

se trouvcnt r8tulies les "condi tiono f'avorables a une coop6ration 

mutueller.Jent profitable entre pays industrialises importateurs 

d ',hydrocarbures et pays· en voie de developpement. producteurs 

d'hydrocarbures. 

La demandc mondiale de produits p6trochimiquGs va en 

croissant et les p.erspectives of'f'ertes montrent que l 1 industria 

p0trochimique n'est encore qu 1 au d8but d'une ~re qui promet 

d 1 8tre longue et prospcre. Des produits petrochimiques tels 

que les maticres plastiques, les fibres synth6tiques et le 

caoutchouc · synthGtique, connaissent actuelleli~nt des taux de 

croissance tres eleves. A 1 1 inverse de la plupart des me.taux, 

par exempJ.c, qui ant aborde depuis longtemps leur phase de ma­

turite et, pour certains, leur phase de declin, les dif'f'6rents 

produits petrochimiques enregistrent des taux de croissance 

superieurs a 15% clans la plupart des cas. 

Les prOvisions 8tablies par les organismes spGcialis0s 

des Nations Unies, notnr:unent l 1 IDCAS et l 1 UNIDO, indiqucnt qu'en 

1985 la consommation mondiale d 1 etllylene atteindra prcs de 

82,3 milJ.ions de tonnes/an alors que la capaci te mondiale de 
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production d' ethylene n' est actuelle;:tent que de 39,0 millionEJ 

de tonnes/ar;, Co;npte tenu de 1 1 obsolescence et du remplacernent. 

d 1 unc pc.rtie des installations actuellenent en service, la cn­

pacit6 r.10ndiale de production d'ethylene devrait augmenter.de 

pres de 5J, 0 millions de tOP .. nes/m). d 1 ici 1985 pour pcmettre a 
1 1 industric do f'nire face aux besoins du march8 mondial. Pour 

le propylCne, les aromatiques et l'o.mmoniac les di:ff0rentes· 

prOvisions s 18tablissent cor~1Ine suit (en 1~1illions de tonnes/an) 

Capacite mondiale rcquise 
en 1985 

Capaci t8 QOridiale en service 
en 1974 

Capacite additionnelle requise 
compte t8nu de 1 1obsolescence 

Propyl8n-e 

36,0 

21,0 

19 ,o 

Aromatioues Arrn;1oniac 

41 ,o 155,0 

23,0 83,0 

18,0 72,0 

L 1 ecrasante part de la production petrochimique mondia­

le est actuellen:ent assur0e par les pctys industriaJ_isBs d 'Zurope 

et d'Amerique et la r,:mjeure partie de 1 1 approvisionncment des 

pays· en voie de d6veloppen:ent (pres de 2/3 du total de leurs 

:j.rnportations pGtrochimiques) provient de ces PC:YS une premi8-

re moitic de 1 'Europe occidentale, 1 1 au·bre moi tie 6tant f'ournie 

a egalitc par le Japon et les Btats \Inis. Cette situation semble 

cependant devoir changer dans un avenir prochain ·non soulemont 

pour des raisons subjective~, a savoir la. volontu des pays ara­

bes producteurs d'hydroca.rDures de d6velopper leurs industries 

de·~a.f:finage et de p8trochimie, mais aussi pour des raisoJ:.s 

objectives tenant auA.o.vantag-cs of'f'erts sur les plans des coilts 

de pro"~uction, des c:api tau..."'C nCcessaires aux nouveau..x investis­

se!!lents et des. pro1)1Cmcs d t environnement, pour lli"l d8ve1oppemen.t 

de l'industrie potrochimique clans les pays arabes producteurs 

d'hydrocarbures. 
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eoC.ts de p:;_•oduction est devenu par-
.,(<!4 . ' 

la derniere hausse ern.· prix dt~. petrole. 

Les industries,petrochimiques europeennes et japonai­

ses' se servent essentiellement du naphta cor.une pro dui t de base 

et il semble peu probable que cette situation puisse changer 

a moycn - terme. Bn 1 97lf quelque IfS, 6 millions de tormcs de 

naphta seront consor.unOes par 1 1 industrie pCtrochimique· euro­

peellll0. Cette quanti te sera portGe 8. pr·Os de 83,5 millions de 

tonnes/an en 1985 sur la base des previsions actuelles relati­

ves au d6veloppement de 1 1 industrie p<:)trochimiquc europGenne. 

Or, les pl"'ix du naphta ont augmente considOraDlewent au cours 

des dcrnieres annecs et il semble que pour la periode 1974-1985 

on doit s 1attendre a une fourchette de prix allant de ~~ 100 

a $ 200 la tonne. Cette situation porte evidemmcnt les produc­

·teurs d I ole:fincs a chercher des substituts au naphta. Il sem­

ble par ailleurs acquis que le naphta sera presque compl8tement 

.remplace par le gaz naturel dans la production dlammoniac et 

d I engrai s • 

Les Etats-Unis a leur tour connaissent de serieuses 

diff'icuJ. tes. Les matieres de base tradi tionnellement utilisees 

par 1 1 indnstrie petrochimique americaine - gaz de raf'f'inerie, 

gaz naturel (ethane, propane et butane), gaz naturel liquef'ie 

se f'eront de plus en plus rares, obligeant les ·producteurs 

americains a se tourner d":, plus en plus vcrs d 1 autres produits 

de base notar.unent le naphta. Cette substitution entra1nera une 

augmentation considerable des coC.ts de production americains. 

Face a cette situation, il est evident qu'une ind\lstrie 

p~trochimique arabe·· installUe a proximi tO it:un0dia t~ de sources 

. d 1 approvisi01U10ment peu coC.teuses et abonclantes se trouverai t 

considerablement avantagee. Pour ne citer qu 1 un exemple a·l 1 appui 
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de .cette these, on peut. montrer que la difference entre les 

-cotl.ts de production de 1 1 annuoniac dans les pays arabes, d' uno 

part, et en Buropc et au Japon de 1 1autre, pcuvent aller du 

sir;:rple au double. En prenant conune cas type la production d 1 am-

moniac 2t partir du gaz naturel, on remarque que dans les pays 

la matiere de base,· le gaz, c oft te de f; o,2o a 
les mille pieds cubes, tandis qu 1 e:;.1. Europe ou au J apon le mame 

voltune de gaz cotite de $ 0,30 a $ 1 ,io. Ca1cules sur cette ba-

·se, les coO.ts de production d t·amrnoniac dans les pc.ys arabes se 

situent entre C 29 a $ 35 la toru1e, tandis qu 1 en Europe ou au 

Japan la rn~me production cofite entre $ 50,0 ~ e 64,0 la toru1e. 

Les ecarts seraient encore plus il!lportants si l 1 on considerait 

1 1 ethylhw pour lequel les cotl.ts de production ' a partir d'e-

thane, dans les pays arabes, sont pres .de trois f'ois inf8rieurs 

aux coO.ts atteints en Burope ou au Japon par la production d 1 e.­

thyl<me a partir du naphta. 

Aux avantages tenant aux cotl.ts de production s 1 ajoute 

le fait non moins important qu 1 une industrie petrochimique ara­

be n 1 aurai t pas D. connaJ:tre les alGas l·i8s aux aPprovisiotmemcnts 

ctes pays importateurs GloignOs de lou_rn .sources de ravitaillc­

mcnt. LeS pays arabes p~ssCdent pr0s do 60% des rCserves mon­

diales de petrolc brut avec, fin 1973, quelque 355 milliards de 

barils. Lcurs reserves de gaz naturel, soit pres de 319.965 
milliards d0 pieds cubes, repr6sontent, qun.nt 3. elles, prOs de 

18 %des r6serves mondiales. 

Nous avons deja eu 1 1 occasion de souligner au debut 

de cet cxpos6 les p ertes innnenses caus6es par le gaz brtl.l6 en 

pure .. perte de la part des societCs con.cessionnaires opG:r-ant 

clans les pa)"S arabes. Des mesures devront lltre incessament pri­

ses pour que cesse eo gaspillage. Plusieurs projet d'exploita-
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tion du gaz naturel ou do r6injection du gaz associe dans les 

gisemonts petroliors sont en cours de· realisation actuellement 

et il est certain quo dans tm ·avenir pro chain les pays arabes 

se trouveront en possession d'importantes disponibilit6s en 

gaz. 

Sur le plan du raffinage plusieurs pays arabes pro­

ductcu~s de pOtrole ant e:::.:prir.t6 leur d0termination de dGvclop­

per lcurs industiies de ~af'fi.:1n.ge de maniCre a passer progres­

sivcmcnt de lour statut d 1 exportateurs de petrole brut a celui 

d'exportnteurs de produits p6troliers. Il en est ainsi notam­

men t de l'Algeri o, de 1 1 Irak et de la Lib ye. Sur cc ;:ilm1-la 

aussi on peut d'ores et d~j~ pr6voir que 1-es pays arabes dispo­

scroat bient8t d 1 inportantes quantites de naphta, de gaz de 

rax .... f'in.e:t"ies et cl' autres d6ri vCs p8troliers, qui pourront servir 
.], r1 auss:!.l:::t curs I . industries p6trochimiqucs. 

A ceux.-ci -avantages li6s au:::::: cot.lts de production 

et U 1 1 approvisionnement- s 1 ajout0 une troisiCme consid6ration 

ayant trait au;: possibilitCs de finruicement des projets p0tro­

chimiqucs dans les pays·- arabes. La pCtrochimie est unc industrie 

hautement capi talistique. Les complexes peb:ocllimiques sont de 

vast os ensembles indus triels utiJ.isant UH materiel tr(,s cotHeux 

fours, reacteurs devant supporter des temperatures et des pros-

sions trCs Clov8es et devant ~Bsister a la corrosion, catalyseurs, 

etc •. • De tcllcs installations exigent 'de gros investissemcnts. 
~ 

C 1 est uno industrie on le chif:fre d 1 a:f:faires par employe ou le 

-capital investi atteignent un des plus hauts niveaux connu.s dans 

les autres industl"ies. Or, les -pays arabes producteurs de p6tro-

le ont mainteilanf', plus que jamais, ' neces-les moyer~s financiers 

sai_res pour :fino.ncer sans _probl0me le ctOveloppement d' une indu­

stri0 p8trochimique sur lcur proprc sol. On pr2voit ninsi·, pour 

la seule annCe 197l~, quo lcs rcvenus p6troliers des po.ys arabes 
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~ ' ~-s 1 clevcllt !:t quelque ~:. 51,7 milliards. Il serai t cviderr.":lent pour 

le noins ii~prudent de f'niro des pronostics pour les an.Il_Ges 8. 

venir. IJ. y n tout lieu de pe.nser cepc~dant, que ces capi tame 

qui sont pour uo1c part inportcu<te places dans des valeurs-re­

f'uges a 1'6tronger (on esti~e que vers le nilien de 1973 les 

en pi t?-u1=: aro.bes 2. 1 1 8trangcr s 'Clevaient 2. prOs de C 23-,-__ milliards) 

trouveront tout int6r@t ~ s 1 investir dans des projets de d6ve­

loppoment d 'Lu1e industrie p8troli8re int8grCe clans cos pnys. 

On notera enfin que les problcmcs d 1 environnement qui 

se posent avec de plus en plus d 1 atcuit~ en.Europc, au Japon et 

at.~: Etats Unis et qui corr.JTtencent ·a peser lourd dans les charges 

industrielles de ces pays, Scront pour longtemps encore i.nc.xistants 

dans la plupurt des pays arnbes producteurs de p~trole o~ des 

. vastes etenducs S 1 off'rent 8_ 1 1 installation d 1 tUli t2S industriellcs • 

Toutcs c0s raisons militent objectivement en :favour 

du d8voloppewent rnpicle d 1 W1e industrie pCtrochimique et d 1t.mc 
e..,.,_fJJ r 

industrie de r2.f'f'inagc d2.ns des pnys pour ~-U.l s'azit d'inten-
' sif'ier l 1utilisation des hydrocarbures cm;:.':1C! mntiCres premiOres 

p6v .. r la fabrication de produ.i ts pov_vant dirGct.eoent serVir. a_·_ 

leur developpomcnt Bcon.omique : prot6ines de· synth~se utilisa­

bles pour 1 1 a limen tation, engrais chimiques, tuyau:c d 1 irric;a tion, 

:fibres synth8tiques, produi ts pha:rinaceutiques, .. insecticides, 

plastiques. 

La production petrochimiquc arabe resto actuellement 

tr~s faible en consid6ration des possibilit6s offertes. 

Au nivenu_.de la production des mati8res p0trochimiques 

de bo.ze ( ol8t'i.i1CS, aroma tiquos) et des pro du-i ts intcrmCdinires, 

les pays arobes n' ont pus encore r8ellemcnt dc~mnrr8. SouJ.-es de 

peti tes quanti tcs de dod,~cyl-benz~nc, de benzene, de toluone 

et de par~c[ylCn12 sont fabr:Lqu6eS actue.llcment dan:S ces pays. 
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Au nivcau de la production des engrais azotes, lemon­

de arabe est un peu mieux Gq_uipO. Pl11si0urs pays _arabes possC­

dcnt des usines de productj~on cl 1 amrnoniac et d 1 uree. (Alc;erie 
1 

Arabie Seoudite, Egypte, Irak, Koweit, Qatar ••. )et la plu­

part de ces pays se su:ffisent clans ce clomaine. 

Sur le plan de la transformation des produits petro­

chimiques de base, la production arabe s 1 est essentiellciment 

limitee, jusqu 1 a present, aux produits plastiques, au caoutchouc 

synthetique et aux deterg.ents. La production reste cepe11.dant 

insuffisante a satisfaire la consommation arabe. Quant aux fi­

~bres synthetiques, les pays arabes importent pour le moment 

t?utes leS quanti t0s n0ccssaircs a leur consonunation. 

La production petrochimique arabe est appelee cepen-. 

clant a conna!tre W1e expansion rapide. La poli tique de develop-

pemcnt Oconomiqu8 d0s pays arabes exigc cepcndant de tr8s gros 

efforts sur le plan de la teclmologie qui reste 1.e talon cl I achil­

le de ccs pays. C1 cst pourquoi, clans les accords passes avcc 

des firmes ou des organismes orig-inaires des pays importateurs 

d 1~hydrocarbures, les pays arabcs attendcnt dlabord et avant 

tout une aide technologique pour la formation d 1 une main-d 1 oeuvre· 

et de cadres nationaux. 

On saisit ainsi le sens de 1 1 interd6pendancc et de la 

complementarite dos inter'ats entre pays proclucteurs et pays 

consommateurs d'hydrocarburcs et, plus particuli8rernont, entre 

pays arabes et pays curopeens, industrie arabc et industrie 

curopecnne. 

,;· 

L 1 industrie italicnnc est certes pr0sente dans les 

pays arabes ou elle apportc une contribution appreciable a la 

realisation de plusieurs projets petrochimiques ou do raffinagc. 

~.-,·-·--·- ..... _, _ __, •. , •• .....,.-~" -; --• ·'• • --· -_.""'.,.·""''"''' ,--· "''""'"~'"':"~""J''-:"'7"' ·•--.-,,."!--c- .~~--'": ~':""':".,_~ ·.- ---- .- ... r·-~~'C"":""' ~~---;·~~,.""'?"'~·- ,,, ·-_,.,~. "·-:"""' ,.---.~~'..,:";""'"'~~.:"'":~"""~ -:-o-<~"/:"·"':-''"'""'·':>;"".""".-.-.~·r ,.,. ~·~-' ': 
i 
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C'cst le cas notarr.ment de Sn~ Progetti, Sn.am Auxini; Fcrgal 

et d 1autres qui travaillent actucllement dans dos. projets pe-· 

trochimiquos et des ra:f:finories en cours de realisation en 

Algerie, au KoHeit, en Libye, au Haroc. Hais la presence ita­

lienne a certa:i.nement la possibili te de prendre plus d., ampleur 

et· plus de sig·nification. 

Dans tme proposition adoptee ·le I+ octobre 1972, la 

Commission des CoirunULl.autCs Europ8ennes avai t soulign8, pour 

la premi~re fois, la n~cessit6 d'~tablir avec les Etats pro­

ducteurs d 1hydrocarbures Hune coopCration atlant au-del3. du 

problb1e du petrole et qui soi t veri taolement urle collabora­

tion 8c-onornique .et technique dan.s l'inter~t mutue1 11 • 

Plus que jamais les pays arabes scntent la n6cossit~ 

de d6velopper cctte collaboration et de l'approfondir avec 

les pays europeens. La tenuc de ce colloque :fournit la preuve, 

s 1il en 0tait besoin, que ce sentiment est partage par 1 1Ita­

lie et par l'industrie italienne. 

* 

Tout au long de cet expose IJ.ous avons. mis 1 1 accent 

sur la cooperation telle que 1 1 envisagcnt actuellcment et de 

plus en plus les pays arabes dans les dif:ferents domaines eco­

nomianes et en particulicr dans le secteur pCtrolier. Nous 

avons scienunent omis de parlcr de lieux communs tcls que les 

eooporta t:i.ons i tal:i.cnnes de pro dui ts petrochimiques vers les 

pays arabes,·la part de ces exportations dans les importations 

petroch:i.miques totales des-pays arabes, etc .•. , car nous jugeons 

.qu'il est :fondamental, surtout en cette phase de transition, 

:·. 
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pour taus ceux qui veulen-t r8ellement ~)a:rler de coop8ration, 

de collaboration avec les pays arabes sans se Servir de ces 

deux grands mots. comme de simples couvertures, d'envisager 

sGrieusement cette coop0ra·tion --et ·cette collaboration comme 

une reclK>rcho mutuclle des inter8ts mutuels des parties en 

cause. Nous avons simplement essay8 dans cet expos0 d 1 appor­

ter unc mocleste contribu'tion a cette recherche en faisa.:.J.t le 

point de la situation p8troli8r~ internationnle actuelle et 

en ex:poso.nt u.:1.e approche qui prevaut de plus en plus clans les 

pays 2.rabes a 1 'Ggard de 1' avenir de 1 'industrie pc2troli0re .et 

des possibili tCs de coop8ration avec les _pays industrialises 

importateurs d'hydrocarbures. 

***-3(-**"' 

* * * * * 
-)(- *- * 

* 
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DEVELOPMENT OF 'J'HE LIBYAN ECONONY 

J, REVIE\i LND OU'rLOOK 

The 2.ssossmont of the currant rrhreo-Yoo.r Plan( 1 973/ 

1975) of the L ,A ,R o in its second year 1974, indicates that the 

uconomic and social development has p:c:ccoodod in its d0signod 

course towards achieving progress cmd prospori tyo. 1~ satisfactory 

progTess has been mc:,do in rectifying disequilibrium in tho economic 

and social structuro,despito certain problems and difficulties on-

countGredo This development has b0cn o.cl1iovod by virtue of tho 

upsurge in development oxpondituro, intensified capi te,l formation 

and efforts exerted in implementing development programmes and 

projects in all sectors of tho national o~nomy, particularly in 

·~gricul t_uro and i!ldustry, li. large scnle agricultural revolution is 

t3king pla.ce in tho cotmtry through the:; f, La' major integ;rated agri-

cul turnl devolopmen·c prc,jects, namely , Jefarn plain, Jobel .\khdar, 

Pozznn and Kufra & s(~rir ui th a viow to roach self-sufficiency in 

css<:m-Gial foodstuffs ns early as possible" Morooyer 1 the basic 

foundation of nn industrial development is beinG laid by giving 

priority in iho current Plan to tho food~ building materials 9 potro-

Chemical and chemical industricso This is in addition tq tho due 

attention given t._) tho regional dovol0prnont in an attempt to coordi-

n2.to this. approach and the soctoral implementation with a viG"\'1 to 

gradually overcome tho severe imbalances in tho standards of living 

of the· population living .in the dosort arGa and tho rest of tL.o c:> 

mu..."'li ty er to gen~ralizo economic activity tl1roughcut the countrY 

in .- J'der tc develop now ci ti os and settlement areas" 

2/0 0 0 
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The size of oxpendi ture ·of tho Dovoloprnoat Budget 

during 1974 amounted to about LD, 816,7 million or 89.1 % porformcm82 

in oom.parison 1vi th tllo r~vised: plan allocations amounting to' about 

LD., 916,2 million 9 or 110o4% in compariscn lTi th the original allo--

cations amounting to LD. 740 million. Thus the tc•tal Dovolopment 

Budget oxpcmdi turo put together for 1973 'and 1974 of the Three-Year 

-Plan 7 amounted to about LD, 1232,3 million , noting that the first 

yc:;ar, represents three--quarters ( i .. e~, f:::'CD 1s-t ... April to t~1o Cnd 

of Docombor 1973) • The oaGDi tudo of oxpconcti turc in· 1 97 4 C\r.lOUJoting 

to I,D, .816.8 million becomes significant uiwn compared with the 

expenditure· in the years preceding the current Throe-Yoar Plan o It 

\ 
exc~eds by about LD, 2G million tho total expenditure mado in the 

, three years 1970/71 , i971j72, 1972/73, a,:sgroc;atinc tc L:r', 790. 0• 

million,, It also exceeds by about LD, 256,8 raillicn , th'" total 

expondituro made in the preceding eight years, 1962/63-1969/70, 

amotmting to LD. 560 million. 

Hcr,.rever J considering the gross domGstic fixed in-

vostment in the national economy during tl'le first -tvw ;years of the 

Plan, 1973 and 1974 ~ i "o., if vre add to the gr~oss ±.'ixod inv8stmcnt 

stated in tho Dovolopmm1Jc BudgE:Jt the investments of public bodieS 

2nd institutions which aro not involved in the Development .Budgot 
9 

,plus tho investments -of the private sector~ \•TO find out that in-

ten si ve invostm.ont progT<J.J-:llTlO has boon implemented during tho above 
' 
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oil mining activity ·to the other non-oil economic scctorso The' 

I"'',cttor sootors rocci"J"Od 96.2 % of tho totn1 invostmont ' .. 

programme 1rl~1.ile tho oil-rnining sector 'recoivod 3 o8% 7 against 60% 

for non-oil sectors nnd 40% for oil-mining sector in tho preceding 

oight years (1964/1971) ,Further more , larger expansion took placo 

in the public soctor,· H11ich received 81,5% of the total investment 

progTamme 9 while the .Private sector received 18o55~ against 43% for 

i' ~ public soot·or , and 57% for tho private sootor in the preceding' 

eight yea'rs o 

The preliminary estimates of gro1vth 9 <:. a,surod by 

the Gross Domestic Produc'c (GDP) indicate that a satito.J:aotory rate 

of grovrth tms achieved in 1974;wi t.h respect to the non-oil. economic 

sectors as a whole " The relevant rate of groHth 1·ras 28% ( at current 

prices ) aeainst a planned rate of growth of 17.5% ( at 1972 p;icos). 

Coupled with the very substantial (96%) growth of GDP in the oil 

nnd netur2.l gas mining sector during tho year 1974, the · V">rall 

growth of GDP for the economy as a whole amounted to The large 

increase in the output of the oil and non-oil sectors Jf material 

production, as a r~:;;sul t of liberal facili tios of credit~ mechaniza­

tion and ext,ensicn services 7 etc ~ ~ made it possible to sustain and 

suppor~ the gro1·rth in the sectors of constructi~n 7 trade, finance~ 

public and social services G Consequently 7 pGrsonal incomes increa~ed 

substanti.ally 9 a. more aqui table distribution of income and weal.th 

has been achieved, and a social security system has been developedo 

..:.il>long the other tangible c:,chi'eVements, mention may be made of tho 

following 



.• ' 

I 

'' ' \ . 

. '' 

-4-

a) ~otter_ e~1ploymcnt- c:;pportuni ties have been 

greatly expanded, Close to 70 thousand additional 

employment vms genoratGd ddring tho year 1974, Due 

to shortage of Libyan worki·Grs, a larger part of 

this ornploymunt 'expansion has gone t'o non-Li byan 

·workers whose numbers increased by about 53 thousand 

during the year~ 

b) i~ rapid stride has bee~ rrmdo, in the field of 

oducationeThe numbor of studon~s ~n general education-

al institutions, and technical vocational and t·eacher 

training institutes .reached a record number of 661 

thousand in 1974, 

c) The health services have sizeably expanded 

throughout the country 9 Hith spacial oonsideri!.tion 

for tho noeds of the citizens in tho remota aroaso 

Several now hcsnitals have_ boon constructed and the 

number of beds increased from 8,830 in 1972 to 10,241 

in 1974, With a further rise in- thenumbGr of doctors, 

the doctor-population ratio ir:rprovod to 1;1300, By 

the mid of 1974, the number of speoirclized hospitals 

incroased to 21; and that of the mother an·d child· 

care oonters to 92, 

d) lis ,many as 12,933 housing units• were construct-

ed in ·cho public sector , in addition to 1 7, 867 · housfngr 
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units C':Jnsti tutod· in the private sector-7 thus !IlRking 

a totill of 30 800 units in 1974 , more that two and 

a half times of tho 11 850 housing w1i ts constructed 
' 

in '1973 ,, This P.rogToss hns helped to overcome tht: 

shor·i~ago of clt,·Tolling unitS. and to achiov·o stability 

and settlement e:f the popule:tiono 

e) Tho number of supervisors nnd technicians 

1'Tho_ graduated. frorn the vocational trc:dning· con tors 

rose from 2,6!;0 in 1973 year, so 3,140 in 1974 • 

/ This roprosonts a rocord increase of 191~ in the 

yoar 9 and this do'!elopmont is raignifican~ to fill 

tb.G f'cl·t gap bo-GT;r0en th .. 2: professionals and sl j_llQd 

1-rork.ors~ Through a _crash training programme~ 10 376 

Lib;y-c:~ns havo boon provided a ::-.hcrt-torm (si;x: months) 

tr2..ining course , so as tc onablo -them to· bo sonli-· 

skillocl 1-rorkors·~ 

Frc;m the foregoing analysis 9 ·it is clear that tllo 

Libyan Arab Republic .hes embarked upon an nmbiti_ous development prog-

ramme and an impressi.ve progress is being made in prv.ctice"lly all 

sectors of the uconcmyo This is not to deny the problems and bottle-

' 
neclcs being fncod 1-Ti ~GllC·ut whic·h the progress could be cvon fc::.stor o 

,For instance? tho huge construction programm:.rf.::.r:cs. tho problom of 

inc~doqusto qnpaci ty of tll8 contracting firms in tho countryu In this 

massive programme of dovel_opmon~ 9 ths country has taken all tho 

nocoss2-ry ·stops tu CC!-<'110::'£~tc with fr:_~l].dly 2nd neighbouring curmtrios 

. ' 
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_in implementing tho ·plan uhich has proved a cocd cxaoplo of .intGr:-
'-

natt_onal co-o:poraiion ~ nnd to the mutual advantage of' the Libyan 

Arab RePublic and the: oolli?.borating countries ~ This co-operation_ 

iS Gxpoctod to 1,;idon. 2.nd jntensify. furthor as the country laqnchos 

its Five-Yoar Plan , 1976/1-980._ 

/ 

T!10 LibyC~l1 Arab Republic concidors development 

_a challenge to attain a just c.nd p::osporo~s society_ ~Tho nov1 appro~cl). 

to dovelopmont boint;; sot by the Libyan Govornment_is thore,for other 

developing countries in similar ,situations -~o oxamine C!-nd tc) adopt 

whatever suits thoir social and eccnomic conclitionso 

-j;- -it--}H~ -;~ -j.(j( ·)Ht -1';-J-:- i(-* ~L * * -)~- -);-* _* * 
' -
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LIBYAN ARAB•REPUBLIC 
MINIS'L'RY OF' PLANNING & SCIENTIFIC RESEARCH 

ACTUAL EXPENDITl.lRE. OF TH:3 DEVELOPJ.!EtJT BUDGET 
BY ADMDHS'l'RATIVE SECTOR,1973 & 1974 

( At aurrent price in LD~million) 

·---~---------+--,-----,-----...-----+~-- ---: 
April i_ Relative 1 

' ADIHNISTRATIV::': SECTOR 

1-------·- . . . 
I 
LgTicul ture & Agrarian Reform · 

Integrated Ae;ricul turai Development 

I
J Industry & Minerals 

l?etroleum 

jl:lectrici ty 
i -
1

1l1ransport & Communications 

I ~clucation 
I 
I Pu1Jlic Health 
i - .. 

.. '_; ;:~ IJ our 

'(,-:.·uth & Social Affairs 

~:[.:jusine;- & Utili ties 

::Jc,~:-noGy & Tourism 
- . I) 
.L:lforT,1ation & ~ ul ture 

~....~ocal .li.dii1i!listration 

P:)_cn1ning 

.L .. dministrative Development 

December 1974 'r o t a 1! Distribu-1 

. 1973 1 

I ---~~----~-~L---4 

35.9 90.6 

1

1 126.5 

53.0 120.9 173-9 

63.3 101.8 I 
28.5 50.0 I 
42.3 77.7 

33.8 78.1 

36.8 52.5 

9.8 16.5 

3-1 7-3 

1 65. 1 

120.0 

1 20.9 

89.3 

26.3 

10.4 

10.3 

14. 

13. z.'. 

9-7 

9.8 
7. :~ 

0.8 

7,6 1L3 0.9 

I 
I 

1 40. 6 11 201. 5 1 6. 4 

2.4 4.7 0.4 I 
5·4 ··I 9.6 o.8 4 2 

36-4 54-7 i 91.1 7--4 ·J 

~:; ~:; ~:: ~:~ I 
Beserve 0.0 0.0 0.0 0.0 J 

----------~--------~~-----~----4------+------~ 
rroTAL 415-5 81 6. 8 

---·-------------'"------'----'-'-----'-----·-·-··--

8/.,. 
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GROSS DOMESTIC FIXED I!IVESTMEl'JT 
BY ECONOMIC ACTIVIT'Y IN 

1973 ' 1974. 

Q.t current prices in LD~ I'-hll.. V."l. 
~~-----.----'- I --· ..... . 

1973 

Economic i:..ctivi ty 
(Final) 

1974 
( Estioa-

ted) 
To-tal· Distrj_bl1.­

tior 
( ~~) 

---!-----+-----+--~-+---·-··-··· 

.L·J.gricul ture ~ Forestry & li1ishing 

Oil & Natural Gas Mining 

0 ther Mining & Quarrying 

r.1anufacturing 

Elec-Grici ty ~ Gas & 1-Jater 

Construction 

llholesale & Retail Tradu 1 

Restaurants & Hotels 

Transport , Storage & Communications 

Finance? Insurance & Real Estate 

Housing Ownership 

Public Service (excluding Education & 

Health ) , 

1 Educational Services· 
I 
Health Services 

Other Services 

79,4 

32 o3 . 

1.9 

75,2 

87,6 

22.4 

5,6 

87. 1 I 

Oo2 

138.2 

37,8 

45.6 

21.5 

1.5 

185,0 

25,0 

3o8 

105,0 

101 , 0 

27.0 

8.0 

125 0 0 

0.2 

qooo 

51.0 

52,0 

22,0 

2,0 

264,4 

57·3 

5·7 

180.2 

188.6 

49·4 

. 13o6 

21 2 0 1 

0.4 

308.2 

17,5 

3.8 

0.4 

11 o9 

1 2 0 5 
3 •. 
"" 

0.9 

14.0 

20.1 

5°s 
" L ~:. 

2~ c . 
0 ~ ~· 

I 

I ----···-· ··j 

Total 

'I'he Public. Sector 

'I'he Private Sector 

636.3 

499o3 

136.5 

'77 .0 : 1513o3 

. ,34,0 ! 1 233 0 8 

143,0 279o5 

I 

IOOoC 

81 . ~; . 
18. :; 
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RLTES OF GROl··ITH PLil.NNED & l1CHIEVED 
in 1974 

Ecopomic Activity 

li.g riculture~ Forestry & Fishipg· 

Oi 

lh 

El 
i 
iCo 
I 

l & Natural Gas Mining 

nini & Auarrying 

nufacturing 

ectricity~Gas & lilater 

nstruction 

olesale &.R2tail Trade, 

s:7,aurnnts and Hotels l
l'ih 

:1-?c.'J 

j'cr ansport 1 Sotrage &' Co!Jlmunication~ 

j:i?i na:noe,Insurance~ Real ~statG .. 
IBu 
'' 

sine ss Services 

·Using 01mership 

?u 

jEd 

blic Services ( e~cl udinc; 

I 
ucntion and Health ) 0 

ucational Servi?es 

alth Services 

her Services 

\Bel 
jHc 
/ot 
~-·· 

IGr oss Domestic Product 2 

i 
I 
I 
' ! Non-Oil Sectors 

Oil & Natural Gas ~linin·· 

& 

GDP ':JDP. 
in LD.Mil- in LD.Mil-
'lion ,1973 lion, 1974 
(Final) (Estimated) 

60.0 69.0 

1 071 0 8 2100o0 

12o0 16.0 

50o8 61 0 0 

10.8 31.0 

2 6.1 0 2 370,0 

12!;o 8 I 1 62 0 5 

1 29 0 3 

I 
157o3 

I 

51.6 I 59-0 

84.3 I 95o0 I 
~-

' ... ,_. 

158.0 200.5 

71.8 97.0 
I 

31.7 ! 42.0 

11 0 2 i 
1 2 oS ' 

I 
2129.3 I 3455o0 

I 

1057-5 1355 ° 0 

10 7 1.8 ' 2100.0 

Rate of Planned 
Growth Annual 
Achieved. Rate of 

1974 Gro1-;th 
in 1974 

(%) (%) 
----

15.0 

I 
16.0 

96o0 5-0 

33.5 I 21 .o 
20.0 2•' 0 0 

20o5 22.5 

41.5 30.0 

30.0 I 10o0 

. 22.0 15·5 

14 0 5 9·0 

12.5 1 6 0 0 

27.0 8.0 

I 
35.0 I 7.0 

32.5 14o0 

I 
11.5 9o5 

I ·---
62.0 ' 1 6 0 5 I 

' I 
I 

9 5 

28.0 I 
17-5 I 

6.0 l .0 



' . 

• 

• 
• 

I Commod ity Groups 

-10-

VLLUE OF IMPORTS IN 'rHE FIRST EIGHT !!lONTHS .. , ______ _ 
Q_F:_:1.2]_4.Jl:§_ COMPARED \H'rH SANE PERIO:Q. 

in 197.3 

( IN LD. THOUSAND ( 

First First Rato of 
eight I eight i increase 

+' I raonths! 
~1~~ts I 1974 i (%) I 

! I I 

' 

1 ,~- I:::::"'"' t, :::~ , :::: :::: 1 : : : : 
:·-;~-. IC'il"L'·J'T·~SI'JI:Fcm11~TIJD ;RODUC1'S i -+----l--------1-!,..:.....----!-----'-! 

•• u ED !lOSTLY OlJ i I I 
' THE BASIS OF lllLN1Jl'LC- , I 

_·r_u_R. __ IN~G-' _lfu_·,_:r_ER_I_J_,L_s ____ .,.__--..,.-1-1-5 __ 4_03_1_+_88_. 4 ____ ~4-· 1--t--2_8_._7_--1-

·: 
I 
' 81747 
' 
! 

21922 i 

UNCLASSIFIED ON THE ! 
i 

' 55 ' i 
i 

I BASIS _o_~'_K_n_m ______ ~ 
i 

TOT!,L 537110 11 00.0 100.0 

------~ 
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