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"LE PROSPETTIVE DELLA COOPERAZIONE ECONOMICA FRA Lt INDUSTRIA ITALIANA
E I PAESI ARABI®
"IPALMO/Universitd di Calabria, Cetraro, 12-14/VII/1974

programma del convegno

Abdulnour,Xhaled: "Development objectives of Arab countries, with special
reference to industrial development”

A1 Hay, Sabbah: "Investment channels in the Arab world®

Assabi, Aiad: "Libia"

KEachachi, Sabah: "Industrial planning in Irag; industrial development and
projects®

Makdisi, Samir: "Arab oil revenues: some domestic and international policy
aspects®

Moktar,Hadj Ali: "Piano di sviluppo industriale in Tunisisg®

Sallouta, fbdallah: "Highlights on industrizl development in the Syrian
Arab Republic" '

Terziamn, Zaven Bedros: "La cooperation petrochimigue Italo-Arabe

(10) "Development of the Libyan economy. A review and outlook"
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CONVEGNG UNIVERSITA' DELLA CALABRIA-IPALNO

"Le prospettive della cooperazione econemica fra 1*Industria
italiana e i paesi arabi"

 Programma di venerdi. 12 luglio (Sala Grand Hotel, 8S. Mlchele

di Cetraro)

ore 9.30 Saluto del Prof Nino Andreatta, rettore dell'Unl-
| versitd della Calabria
ore 9.45 Saluto- di Glampaolo Calchl Novatl, direttore dell'IPALMO
" ore 10,00 Relazione dl‘Samlr Makdisi, Ameriecan University di

\ Beirut, consulente dell'OPEC, sul tema: "Arab 0il
Surpluées, Domestic and Intgrnétional.Policy Aspects™
(Aspetti di politica interna e internazionale degli |
warabo-dollarl) _
ore 10,30 Relazione di K.K. Abdulnour, capo divisione della
| programmazione e del coordinamento dei progetti' dell'In-
dustrial Development Center for’Arab States, Gairo,
. sul tema: "Arab Development Plans with Emphasis on
Manufacturing*lhdustry“'(I piani di sviluppo dei paesi
arabi econ speeiale'riferimento allfindustria manufat-
turiera)
ore 11,00 Coffee~Break |
ore 11,15  Dibattito sulle relazioni Makdisi e Abdulnour _
ore 12,30 Relazione di Sabbah Al Hay, Direttore del Center for _ =

Economie, Financial and Social. Research and Documen-

tation, redattore.capo‘dellarfivista*“ThewArab Eeonomist"!ffv

‘Beirut, sul -tema: M"Financial Channels for Investments

menti nel mondo arabo)

\ ore 13,00 :Iunch.- time -

\ . . in the 'Arab world" (I canall flnan21ar1 per gli 1nvest1-"73“ ]
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16,30
17.30

18.00

18.30

-

 Saluto del reappresentgnfe della Regione Calabria

Dibattito sulla relazione Al Hay

‘Relazioene di Abdallah Salouta, bice-ministro della

Industria, Damas-co,-‘sn;l tema: "Highlights on industrial
development in the Syrian Arab Republic" (Gli aspetti
fondamentali dello sviluppo industriale nella Repﬁb- '
blica Araba Siriana) -

Relazione di Sabah Kachachi, direttore generale- del

Dipartimento Industriale del Ministero della Piani-

'

" ficazione, Bagda; sul temas: “Indﬁstrial Development

and Projects in Irag" (gviluppo e progetti industriali
in Iraq) ; ‘ |

Dibéttito‘sulle relgzioh%.di Salouta e Kachachi
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"Le orospettlve di coopexa21one economica fra l'industria itallana e i

- Programma

paesi arabi"®

di sabato 13 luglio

Mattina (Sala Grand Hote] S.Michele di Cetraro)

9.30

Relaz:.one di Z B.Terzian, redattore capo della r1v1sta "Le pé
trole et le gaz arabes", collaboratore dell'Arab Petroleum Re-
search Center, Beirut, sul tema: "Le prospettive di cooperazione
economica fra paegsi arabil e industria italiana nel settore del

-la petrolchimica®

ore 10,00
cre 11,050

ore 11.20

" ore 12,20

"~ ore 16,00

ocre 164,30

Dibattito sulle relazione Terzian

‘Coffée Break

Relazioni di Omer 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

edlthe Arab Countries: Case of. the Steel Industry "(Possibilitd < ..
‘di couperazione industrialé fra 1'Italia e i paesi drabi: il ™~ ="

caso dell'industria siderurgica)

Dibatsito sulle relazioni Grine.

" Pomeriggio  (Universitd della Calabria, Arcavacata di Rende)

Relazione di Gian Paolo Casadio dell'Universita di Bologna sul
tema: "La diplomazia italiana del petrolio"

Interventi di L.Prodl, “Polltica di collaborazione industriale
fra 1'Italia e i paesi arabi;A.Saba, "Progetti integrati di
sviluppo e l'eunperienza italiana® ;V.Nesci, "L'attivitd del Fin
africa per la cooperazione fra 1'Italia e i paesi arabi” e di
P.P,Sgarro "La riapertura del Canale di Suez"(%lw&t

¢re 18 co Dibattito

Qﬁlle ore 19,30 all'Hotel Europa di Cosenza ai partecipanti al Convegno;

sard offerto un cocktail dalla Societd Ttaliana Resine

Domenica 14 luglio i lavori proseguiranno nella Sala del Grand Hotel
S.Michele con 1. relazioni di A,MAzzabi, M,Jalal e H.,Mokhtar rispettiva=

" niente sui proge;ti di sv:luppo industriale dells lela, dell'Arabia Saar

dita ¢ della Tu3151a

-
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. i . ' , "Development Ohlectives of
' ‘ Arab Countrios

With Special hefercnce to
fndustrial Doeveloomend

introduetion

le The fucts revealed by this buper ars based on ths data supplied by the

development plans of same‘ﬁr ¥ cﬁunbwlas&/ These are twenty eountries

A o8
memliers of the Aral Liague, but the present study will cover only ..
ol . I!,:?‘ . . N )
S thirteen countrices which h&vg Lubllsned pxansﬁ MMention should ve

maua ot th e fact uh&t ﬁh& tart;np datos end duraiions of the plans

di E\;g huuvver all of them mi¥ on tu:en 1574 and iﬂ??o -
v’ .
: vy
Ze I would not like to disappoint JGH hv gaying that aﬁsed&%a i not
N \‘L&"J i O . -
a5 valueble as #47wus a ye e WEO fur mest of the plans weve {u*mulah 4
during late sixiies op garly seventies, hence they did not {ake into
account intornational and Arab ecoromic, technologinal or ﬁGJlLlcdj
. s ) 1
vhanwer WUAch LooL place in the last two years. ih@ 50 called GQC?WJ .
g :
;crisza and the infiationg suficred hy tha vhole worid end particularl %
j ‘ ?‘
| : _— . . :
{ By the lundustrial couwt“ic“Hzpeﬁially Wegtern Luropw jamd the United {
? R/ ci{ J ]"A& 7 ’,_
i " P . L
i Ztotesy vould have certainly ath ted ~ either positively or negabivaly
- # i
3 i
. t
L the executlon of the shove menitioned planse Hence, while Aran. il pro-
; ,
¢
ducan» couhiries cmech immense increascs in tﬂbi? incomes, other Arab !
: : 1
¢ nen—oil producing cauntrims #re confronted with mony difficultiecs in !
: - yexeceting their flans duc o the existence of varicus bottlenecks in the |
¢ "i taf I u\,:h;\’n& ’ . ' . . I ‘;
asuauiation of fixed vapital formation resulted Prom tho increogse in thel ;
E : : H
- !
. .

F [P, L T o mre ot - LT » i - = -, ! o ] R & . -
44 nomelys dowdan, Tunisia, Alperia, Saupdsi Arabia, Sndsn

Trnd 4 St . Tt s de . 4 Yeormen Pro 3
Kuwait, “ebunocn, Libya, 52¥pYy Morecco, and Yomen Demosratbic 2

4
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rices of equipment und intermediaie materials iwmported from indusirial

J—

countries.

Forthormere, the execution of the plans will also bhe affected by the
determination ¢f the developing counbries to-achieve an;eqﬁitable share
in.intgrnationai divigion of labour a matter which was appﬁoved Q@,by the - !
international socieﬁy dufing the ipecial Sesslon of the UN General
Assemhly in ﬁhich a declearation was issued concerning the establishment

o : . .
of¢new international econowic system. Finally the new situation adopted

by the Buropean countries aiming atl streagthening cooperation between

Y

\ themselves and Arab countries will also affect the implementation of the

. s ol MDA T R ey Lottt Pea
o AL e e g S o n -

plans.

3s The present paper will discuss the planned rates of growth in Arab
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countries, the importance and the structure of the manufecturing sector

in the Arab eccononies, and the basis of Arad Huropsan co-~oupsration.

Plunned Rates of Growth

4o The UN has recommended that develeping countries Bhould achieve an aversge

rd
L

)

i

apnual grovth rvate of 6% in gross domestic product during the firpst hal
1070tg (second developuent decade)s Six Arab countries ncomaly, Jordan, Tunisia,
Sudan, Syria, Egypit, and Horocoo are planningrto maintain Se7-8% aVErége

rate of growih in GDP. Wiile Lebénon and other Arab oil producing aountfies
namely Algeria, Saudi Arabia, Irag, Xewait and Libya atiempt to achieve a 9P
rate of growih in their GDP. Howéver, the present and fufure changes in

the prices of oll would enable the Arab oil producing countries to rchievs

as twice their planned rates.
4 B
- 1 |

mucly higher rates of gr@wthgfi.e. as much

TR et SN s s tier e e e BNt

a.caclual reclized rates of growih during mid seventies ranged belwean 15%

“iin Libyay 55 -~ 765 in Algeria, Jirdan, Syria, Tunisia, aboub 4.75 in
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§ Lebanon, Ruwait and Moracco, while it dié nob - for a variely of
Lo
! peasons « exceed 3.6 in ﬂgygt Eag in Iraq and 2.4 in Sudane \!

— S rnin e o -
Tha plans alm also ab incrsasing the per cqf ia gross denmestic

pradact by 4-6% in g1l the countries except Morecco where the rale

of grovwth will not exceed 3.1%; while iu will reach 79 in Gawdd Arabice
He The UN realises thut in order for the developing countiries to achisvs
the above recamwrnock rate of growik in uﬁi, agriculture s.ctor musi

arov by a minimus rate of A% snnuslly. Hes$ of the arab countries

q_w,“,wun“m.«,‘-..k«m— 1 WA W gy, 000, SR kT Tt 1 _.‘_w-»
atbbJr to mmlﬂTulH Fimzlar rate“,fﬁqxla Irag, Sudan, Kuwuaae and i
lega glaanz rz 1o maiata1n &aum, =éfn 11.3% and 12 é% rqtcs Gf ﬁrevu;_

l
\\, Eegpee 1V0ljo{ At h sae bime in order for Mawc‘~ Oy Tun*saa-anu

R ——
ﬁlgrria 1o diversify the&r GOONONYy they pianﬁea oaly 2035 brewth tﬁ
in uwrgcuiturea{ however, one must teke into cansidcration thaot t‘i hHE

¢ 200 nob mean a de celine in the lupertance of agriculbure in the economies’
' !

cf the above 3 countries, since this sector had grown by 63 in Morcaco,

[ T

i
¢ oand 11754 xn alge ania during the mid sixties, se 1% will only decreans /
H v B
4% - 2
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Ge The UN has Ftcoxmwnde& an &% smaugl g ndth vote in the Lnﬁuqtrial
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ctmfifhxnh is one uhl?% more than the rate recommended for GDPe .~

s e
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The data revesls that all the hrab countiries aim ai uighmr yatas af

growen in this sectory Morocco, ond Kuwalt aim at 7-8% pate of growih,

Lebanon 99, Yunisia mmd Iray llw and 12«54 reupestively, Syria, Sudan
t & ] Iy 4

4

and Adgeria aim at 155, wh 1@ bdu&x Eeabla and Libya al

L I exm, SIe S P, D O e i Ry g T

: P R \
205 reﬁocctlelvej No:evwr he setual rates of *ro’nh reuslized in the |

.....

5man.szacturm" sagbor du in& thie lave sizitics were mz follovse 35«55

i

1. .

iin Egyphe Algeria Horoccs end Yobonon, =85 in Suden Syrin, Jordan i
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{ Saudi Arabia, Tuinisia and 2% in Libya and Irag. Howeker, one
? must be careful when comparing the rates of growth realized in
{ :
/8}5 '} different countries because of the indenendend and different !
.
!

&
’
q

¥
.
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écountries nature of the factors embodied in realizing such rgfesg )
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7. The plans also aim at ¥ncreasing the per cavita manufacturing Lo
e

ovtput, it will amount to & 130 in Sudan, £ 38 in Jordan, ¥ 45 in ., i
- . -

Iraa, g 51-57 in ’[‘unisja, EQ’VT)‘E and Morocco, g 60-66 % in Libya,

Alaerla, huudi hrabia, & B9 in Syria, and £ 152 in Fuwajt. /The

e AV d
et 1 e l .
s A o v e

~annual rates of drowth Twill range betwesn T7% in Fuwait to 1@\9
-/ in Likya, while it will amount to 5% in Morocco, 6% in Lehanon\ ;

and Egypﬁ, 10% in Jordon, Tunisia and Irag 12% in Algeria, gudan*;

Fom T e e g b+ Mgl R s R T el -_‘

and Syria and 15% in Saudi ﬁra%ia.%If v omngre the total %alu@ .

™
ot

et e e 8 b b L

of the manufacturing Output in the Arab countvles as a ﬁrnun at 5
the;bggenning of thelir pnlans ( £ 4323 mil., ) to its projected . EY
valﬁéfafter.execution of the plans ( @ 6818 mil. ), we find taat A
it is projébted to grow by 57.7%. .

/ : : .
8¢fThe U.N. recommandations stress that in order for the developing
QEuntr;es to achieve the above mentioned recormanded rates of {x

jﬁrowth; &omesfic saving must constitute not less than 20% of S
-ﬁfThe plans reveal that the projected rate of saving in non oil AN

producing Arab countries will amount to only 8% in uUddﬂ, ]4~18“ ;

i ‘in Lgypt, Jordan_and. gria and 22% in ”upmdja,‘whija it hlll ruach

} m AT G i T e St

'389 in. Ireq and 44% in Ltha, The rapid increase in oil prices

T e

have certainly affected the ahove ratpg{mpgweygg,ngmﬁnformatiggmigh

ava31ab&e concerning the.new :dtes. The projected rates of gross

. T sy g T T . . . H ‘.ﬂ

. invcdtwent vhich egual. the rates of fixed capital formation rance
N . '

o //bOLWLCR 11% in_gudan and 36% in Algeria. However, d9ross dowe txﬂ

"avinas will constitute only 53-60% of cross donestic fixed capital

o formatlon in Jordan and Yemen Dprocra+ic Republic, 71~ 7““ *n uudan ang

et o v e B e e ot

;uﬁmria and 84-92% in Syria and Fcyﬂt.m ever*FJTan, tubgﬂ ratés will

e T e T Rt ¢

f +end to decrzase as a result of the increase in the prices oi-the

#'eauiﬂmmnt and intermediate goods imported from industrial countiies.

1
"
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9. Developing countries in general are characterized by the
small contribution of the industrial sector in GDP, while the
contribution of the industrial sector amounts to 18% of CDP iIn
developing countries it amounts to 31% in developed countries.
The available data reveal that in the second half of 1960's the
contribution of the industrial sector in GDP in the Arab countries
" taken as a group, waé les=z than 18%, it was as low as 2-49% in.
Libva and kuwait, 8-10% in Jordan, Sudan, Irag and Rlgeria, 13545%
in Lebanon, Tunisia, Morocco and Syria, while Eaypt was the‘onlyi
country among the Arab countries to achieve th 18%. However, the °.
plans indicate that while after the execution of the plans, 1ibya,
Kuwait, Sudan and Syria will still maintain the same rates, the restxéf t1
- of the Arab countries will achieve h;qher rates; Irag, Tunisia and
- Jordan will malntain 12-13%, Morocco, 19% and Algeri% and Egypt 22%.

lb. However,a better indication of the importance of the industfial
fsector in any economy is its contribution in the total productiohﬂ
( of the commodity sectors. Although this measuremsnt did not )
'neceséarily indicate the degreevof industrial development achieved
in the country, it gives gulte é reliakle indicator ahout the degree
of industrialagrowth, hence thisg measurement was taken by the World
Bankﬁto classifiy countries according to thelr decree of industriali-
zation, The classification goes as follows: Countries are considered
nbn‘industrialized where the contribution of the industrial sector
,/isgiess than 20%, industrializing where the contribution is:20-4C%
gemi~industrialized where the contribution is ®#O¥60%, and when the
-conﬁribution'is more than 60%, the country is considered industri-
alized, Applyihg this measurement to the Arab countries under
fétuéy indicate that Libya, Ruwait, Su@an”and_Iraq qgre nqqlipﬁust§§~

" alized countries,|where the contribution of the industrial sector/

e e

"Qf 3, 57, 1% and 17% re5pectivelyj“”Al@erié;“ﬁgr

H
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Tunisia, and ugrla are industrializing ccuntries with 29, 26, 31, 35, 37

percentage contribution. Cnly EBgypt and bebanon are semi industrializing

gountries with 41%, 515 respectively. Howvever, after the execution of the
plensy Iraq will be an industrializing couniry, J@rdan§ A‘uprias Syzia

and Horacco wil! be ssmi industrialized. While the remaining countries, in

spite of the increase in the contribation of the industrial zsctor, will

sufbain their previous position in the above mendioned classification.

CStructupe of Arab Hanufsetuping Indusbry

3le The struciute of the Arab industrial sector is characﬁ@rizeﬁ by the

wide ‘provalence of consumer industri@s, where lis granort:on.to the noual

“mnaufacturing cubput of the Arab couniries as a group is app?oximately 613,

against 392 for intermediate and capital geods indusirles s Uhis is conpared

Yo 5% and 465 In developing coantri&s in general and 69315 in developed

-collatriese Lowever, the relative imporiance of thm consuner industry

dffers in éifferent ﬁrab éuuntrie e While 1t is most important in Sudan.
oind Sg:iu ith 833 shore in tctal:manufacturing output against 175 Sor
intermediate and capital goods industries 755 against 25% in Libys, 725 ,
285 in Lebanon, 6?ﬁ_to 33% 4in Tunisia and Horocco and 6273 to 385 iﬂ'ﬁggpta

while in Ireg and Huwali capital gocds in

dusiries ars moxe important
(46:54% and 16&:84%) bocause of the establisbment of refining indusiries.

- The two industrics ore sgually importont ia Jordan and Algerize.

The aralysig of the plans indicute that sn?g two countries namely Egxypt

and Libya ain al changing thelr induszirial structure wnd iuefchsiﬁg the

shaze of eapitzl and intermediate soods indusiries from GL bo 485 and

]
b}
0
&
P
I
&
e

0 5hHe rospectivelys
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The nbove was & general view of the present and future situation of the

indus trlal scctor, however in the fOLlQUng scetions we will try to go

‘deeper and analyse the main branches of the indusirial sector in the

Arab countries.

12+ Consumcr Industriesd
12.1 The main structural characteristics of consumer industries in the
Arab countries, viewed as a whole ~ with the exception of Kuwait, is that

ﬁ§°fooﬁ, beveragae and tobéccorindu5try is the mos{ important hranch,'it

i, it .
"""H-—-nu.-u.-». -z_ﬁm‘_-..,n,,__ur_ i

account» for 30.5% of the total manufacturinw outgut, aualn st 254 :
.e-‘-‘“ R e e sty et Y T ems I el et B 2 e el ST et g j.w’“""“" ““"”""““""‘""‘
develomlng c untrles in. weneral and lO ?a 1n advkrced counzr10$g The

Tt e

relative importsnce of this branch ranges between 207 in Egypt to €35 in

Libya. How.ver most Arab couniries are alming at decreasing the relative
: WM 1 i,
importanc' uf this im&ustry, p“rtlcula ly in Tanlsla and L%nyﬂauhcre it 7

o TR s i e s

B P e i A——
! 1’_;’

e

{w;ll decllne from 48% to 28J and from 6 b to 3245 ¢GSJechv lv» L

e ooz T A AT S i e st 7 1B RN T S o T O

;’ )

2t e kel

'12a2 Textiles, made up textile goods and leather industrios ave the

second largest pgroup, thekr relative importance amounts to 22.4G% of the

s e e st o

total manufacturing output of the Arab counere \7§ainsﬁ 18.45 in QLV@lOpli?f

N it

: countrlc in gbnxrdl and 8 3 in developﬂd oness However the relative /
:

i ' s ‘- {
{ importance of this industry varies; while it amounts %o 5% in Libya it §
¥ . .—----""'"‘-F'-w."‘-- .

Moo el e o R - - ‘
reaches 42571h "Syria. The data revealq that ﬂﬂll& Tunisia and Horoeco

attenpt t0 double the relative importance of these indusiries, Eg,pt asinms

at reducing it from 38% to 275

o

12.3 ¥ood, furniture and fixturc indusiry is contined to only 495 of ihe

total manufecturing ocutpute

i e e hay e e ge e o

S Em e e et T A TAMATeL 3 et S SHeETE Bt



o Howiver, some countries namely Epypt, Tunisia and Libya aim at almost
‘ddubling the above percentage. Papor, paper producﬁs, printing and
publishing industries contribute only 3% of tho total manufacturing ocutput.
Nevertheleoss, there is an attempt to incréase its contribution in almost
all uhL Arab countries except Egypt who aims at reducing this industry's

impurtance.

- S,

13¢ Intermediate and Capital Goods Industrye

13«1 Chemical; chemical products and petroleunm products indusiries are

the main groups of this industry w;ih a relatlve impor,apce of l?m af the

R © et e Pkt ST N pr e e - RS
e 3NN T e g ——

. total panulacturing outwut,[this rate is higher than the one for 0%vclop1n
/’”"_MM"“"“:M”‘“““'”“ - '
countries in general, and slightly lower than the rate of ubveloped iy

o o

s put e TR S
TSR e in i Kb (70 ¢ e 1 A g "
- T ey

L countries.” Those industrics are most impartanb in Kuwait end Lrag where

: # :
N i
{ their relative importance are 62% and 32% respectively, while it ranges \

R

P
£

i between 15~18% in Epypt, Morocco, and Jprdan, 1% in Liby &g 9% in rlwﬂrla ﬂné
i

¢ A o * .
o5 low as &0 in Syrias . P
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It is clear from the available data that while the relative'impcrtance of
such industries will detericrate in Tunisia, Egypt and Norocco. it will

increase by one third in Algeria and almost by 15% in Libyao

15°a Hetal Lhdustry contributes 1%.4¢ of the total mﬁnuluctnr1pg Output

e EEEpy S e
[P D N A o

e Y

Fapainst 18 65 in deV6101ln counbr:e and JSe)ﬂ in dQVdnued countries.
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In Tunisis, Egspt ond Horocco greater emphasis will be gbtachzd to this
branch, their r@l stive importance will inarsase 3 ioleﬁ in :uh} gin while

4% will ircrease by 504 in Epypt and Morocco.
industry is only
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Gentlomen
« The picture I have iried to druw of the prosent and fubure situation of
Aradb industry means that there lies a lot Dbefore us Araba to do, and
asecrtains that the path before us is long ond difficult.

ii¥@nrab 8 totes infond to go through thalt path, tiey roulize that thoy have
abilities vhich nust be wobilized, they also rcalize that they must co-
operate vith developed ¢ountries in order tu achieve higher degrees of
industriaiiZution and dovelopriente GA the otheyr =zide, industriaily
developed countrics are passing through a complicated ghase s o rosulé
of inflation and yise of prices andwages, disturboances of tho balance

of payments, the provadling energy crisis and eavironmental polluiion.

In grder to solve these probless there has to be a constructive
co-operation betveer developed and developing countricse The Arab-ltalian
cuc—cration could ~ for many historical and geogrophical reasons - be a good
exauple to bhe followods ' : .
~ Cooperation means aciion for the mutual benefit@ ot the cooperating partics,
it does not meooun acticn in one direction; otherwise the toub of co-operation
w&uld have been §§E>hufcre its birth, whils both of us will suffer. To
realise this cbncepf of copweration we have to determine tbo policy, then tlhe ua
and means of achicving it and then establish thé suitable machinery to
Lmplament Lde
« The policy which realives cooperazion is that which aims at increasing
trade betucen us et on new basise This pulicy necessitates vhat i colled
the vertical expansion in our domestic merkets by increasing pee capitn out.-
rut in manufacturing oad commodity.soctorse 1t also nocossitates horivcntal

peograpalc and deaoprapisic expansion of the morkete
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- The wéyﬁ and meang cagable of implomenting such pelicy could be sunmarized
in adopbing a heslihy form of cooperamtion beitween developed and Arab
gountries which helps the latter to establish infermediate and c&pital

goods indusirien, since the stadlstics of intex nationzl 4rade roveals thab

70% of theé velume of %vade is cenfined to engineering, metal, chemiecsal

and petrochenical induutriess Healtby cooperaticd alse wmoeans zhal

encouraging, sShgadzports of manulasitured pro ducty Lrom daveloping ecuntries

and roemoving Impord barriers in order for menufaclturing wnd feeding industiries

to flourlish in devoloping sountriese Doveloged countries should also develop

mari itine trancpordation faeilities for pelrelam md otier compdities.

Developed countries should wlso help in @st&bii%hing certaln indunirics which

oAk B
.

mutual benefits n@cessitatgs.flelr transibransioy fron dufhl ned to developing
countries. Cooperation dces not only mean cooporantion esbtablishing material

strugtures 1% mouns ag well esnamL1¢1 ing social struciures and cadrew nscesaary

« The proveri says thal one nust begin with the begluning, thot i induge

el 2,

syccesaful industrial .

1

trialisation first dewmonds the deterwinstion &

projects and this neceusitates the eptablishnens nocessayy anchbliaory

for thelyr imslemontantion.
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The machinery regquired can take the form of the joint industrial

T &

, ventu}es as well as Joint financial institutions, but to build
ﬁp_iﬁiﬁstrial joint ventures oﬁe should; begin with the heginninges
The beginningrmeans the determination of successful industrisl
projects.as the identification of industrial investment-opportunitiesé
Therefore, joint investment opportunitiés'institutions are inhgren%ly

. ' ’ |

part of the above-mentioned machinery,=- HMoreover, this task should

be one of the main Qubies of the joint financial institutions.-

These should take the initiative to find out industrial investment

opportunities rather than wait for such opportunities to comée=
Gentlemen
time is going quickly, the objective conditicning requirement for.

the starting of arab-itslian cooperations sre already available,=— :

.

Whaf we have to do now is to start with immediately -
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INVESTMENT CHANNELS IN THE
ARAB WORLD

The Arab oil exporting countries are currently
witnessing an unprecedented groﬁth in their financial
wealth, which could only be partly invested nationally
in the short run. A large proportion of these funds this
must seek investment outlets in the Arab World ana in
foreign countries. The form, direction and speed of
this outflow will be strongly influenced by the structure
of investmen£ chénnéls available for the transfer of these
funds, and by other determinants like the goals, objectiveé‘
and long term plans of each of those o0il 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 into 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 ITI:Will consider potential of those channels and-
their future development in the light of new realities whlcL
have appeared with the recent increases in oil pr;ce

and the revenues anticipated therefrom. This section




will also elaborate on policies to be followed by
present and future institutions to handle developments

which may arise,

Parf I: Historical Survey

Arab banking emerged to serve the needs of a slowly
growing trade sector. Early banking activities. in the area
wére concentrated in the hands of branches of foreign banks.
Not until the early fifties did-local commercial banks
begin to form énd operate in Beirut, Damascus and Cairo.
But their activities were limited to financing small and
local.operations(mainly self-liquidating 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 ffee'enterprising

financial center in the Arabk Middle East,a role made

possible by the existence, though modest, of certain-
investment channels-capable of cateriﬁg to Lebanon's
needs and to some of the Arab countries. By the late
fifties, two occurrences led to the further strengtheniﬁg

of Beirut ags an Arab financial center.

A. The taking,oVer of military socialist oriented
regimes jpIrak, Syria & Egypt ,drove out . funds
and capital into Beirut. By that time, Lebanon
had paésed’a banking secrecy law which méde‘Beirut

-

a haven to funds fleeing the ax of nationalisation.

L
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B. ‘During that period and in the éarly sixties,
revenues of oil prbducing countries in therArab
World began to exceed these countries' iﬁmediate
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.8¢ 1 billion and, by 1970, this rose to

$4.3 billion. The combined effect of these
annual increases in revenue, was an expansion of
government expenditure through budgetafy
allocations; the governments being the sole
recipients of oil funds. The Kuwaiti budget
for example expanded 50% in?gnghggcadé - 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 6.4-billion). '

The natural'putcome.oﬁ_increasing government
expenditure was an increase in private individuals"
and companies' revehues, 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 1ncrea51ng revenues to the
public sector and thé demand by private contractors,

merchants and money savers: for banking facilities.

* Abu Dhabi, Kuwait, Libya, Saudi Arabia, Qatar
and Iradg. ' ' :
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 Public sector funds available fqr,of seeking

investment were of two types:

a) short term funds consisting of budget allocations

awaiting to be spent.

b) accumulating annual surpluses needing 1©ng 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 was 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 develocoped.

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 Arabis, and the Gulf States have vet to do
so while monetary policies are managed by boards with
limited powers.

Consequently, each of the producing counﬁries
managed- the receipt, expenditure and investment of revenueé
independently and in most cases differentiy from'the
others. Kuwait, for example, had established a department
within the Ministry o?finance to carry out the channeling

of 1its revenues, usually deposited with the Bank of England

-



(in‘Stefling 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 unige form of
direct investment channel thus circumventing 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 Ageﬁcy_
(SAMA) in 1952. Cil revenues were aﬁtomatically

paid to SAMA in dollars. Consequently, SAMA was in charge
of managing the budgetary expenditures of the government
and of investing the Saudi Arab government surpluses. But,
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.

No standard procedure is followed by any Arab oil
exporting country with regard to investiﬁg 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, in addition . to this .
Kuwait established an investment office in London (a sub-
department of the Ministry of Finance agengy) to féllow
up day-to-day operatioﬁs'on the'London market. Later in
1962 the Government set up the Kuwait Investment Co. with

a capital of KD 6.3 million and in 1965 the Kuwait Féreign

T



Trading, Contracting and Investment Company, Both of

these are semi-public institutions formed to function

"as vehicles for investing the Kuwait government's surplus

funds. Although initially ' 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.

The Kuwait example was not followed by any Arab oil
pfoduéing country. The rest of the o0il producing countries,
sﬁecifieally 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.

‘Certain govefnments sﬁch 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 industrial,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‘l964 with a capitél of $§ 8.8 million
and the Libyan Agricultural Bank in 1955 with a capital of #3%
million?ﬁie Libyan Industrial and Real Estate Bank in 1965
with a capital of . $+ 152 million. The activities of these

banks, as scen from their capitalisation.were too limited
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to permit them to realise the objectives set for them.

A form of'channeling Arab funds into pan-Arab invest-
ments was pionéered by Kuwait with the formation of the

Kuwalt Fund for Arab Economic Development 1n 1962 with a

capltal of $ 344 million (recently the capltal was ralsed

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

- lishment of the.Arab Fund for Economic and Sooial Development

by the Arab League of Nations, with a capital of $ 344
million.‘ Later‘ the government of Abﬁ—Dhebi formed the_
Abu Dhabi Fund for Arab Economlc Development w1th a capltal

of § 128 million (recently raised to 5625 mllllon) - Fur-

theremore, in an effort to spread 1nvestment and extend aid

to Thlrd World and Islamic nations, the Arab Afrlcan Devel-

opﬂent Bank, Wlth a capital of § 500 million, was establlshed ﬁvr

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 wWorld.

Commercial bank deposits rose dramatically as a result
of economic and business booms and the expanded volume of
trade. Kuwait resident'deposits grew from $ 575 million
to $1252 million between 1963 and 1970. Similarly, in"
Saudl Arabia deposats rose from § 294 bllllon 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 kanks increased considerably. By the end of
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1973 the total number of commercial bénks in Lebanon,

Kuwait, Saudi Arabia, the United Arab Emirates and Libya

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

The rélatively 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 oné -
country to another depending upon the investment opportuni-
ties available. For example, Kuwait's banks foreign assets
increased from 3 665 million to # 1207 million between R
1966 and 1970.  Similarly Saudi banks' foreign assets ..
grew‘ffom 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 of its commercial banks, revealed that bank deposits

‘abroad inl970 were 75% foreign assets.’

Another form of investment channel which had existed
in Beirut‘and has begun to increase at'aﬁ overwhelming rate

during the past two years, 1s 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 representaticns. These offices

carried out activities in the domain of investment channels.

———

AR ——.
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Some of them were managers of private funds, soliciting
private investors and channeling.éuch funds to head -

offices and sellers  of securities diréctly to institutions

and private irivestorsg, ~7"

Early in the 1970's Arab banking institutions 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), Audiigank (Lebanese-

Kuwaiti):, Bank Misr Liban (Lebanese-Egyptian):ﬂBanque 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 intef—Arab
trade. Some of them came to specialize in financing the
foreign trade of certain Arab countries such as Misr Liban
Bank which ié financing the major part of the foreign trade
between Egypt and Lebanon. 'The Arab Bank,.incbrporated in
Jordan, has branched out in many Arab cduntries and is ex-

tensively used in financing inter-Arab trade. .

A new type of financial institution . emerged in the

s :
il
e

early 1970. This was the Arab-foreign joint ventures. In 19717M'

the first Arab-French financial institution was established;

- the Union des Banques Arabes 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

~———1H
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'd'Investissement International (BAII), were being formed

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

these banks are established in Euwropean capitals and are

| mainly active in merchant and investment banking activities.

They depend on their Arab shareholders for investment funds
and their European shareholders for éxpertise 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 lst year of operation, to FF 3.2 billion in 1%72.

As the Arab World became an ever more attractive money
abundant market, hore 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 foreigh banks and three banks

whose minority shares were owned by foreign banks.

' 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 theﬁ to undertake investment

banking, long-term financing and development banking

operations.
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In the midst of this expanding network of invest-
ment channels, with its varying forms, one should poiht

out the limitations existing in the financial infra-

‘structure of this area, namely the very thin and limited

nature of the local money and capital markets. Loeal

issues of securities are rare. Investment promotion has

only just begun. Stock markets are non existent save

for the Beirut Stock Exchange which speC1allzes in Lebanese

shareholdlng 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 TII:.

Part one was meant to explore the investment channels
existing in the Arab World, the processes governing their
establishmeﬁtz and the_circumstences inducing their
formation. This was neceseary, I believe, to reveal that

their formationrwas not evolutionary but forced. This

abnormal dlsorganlzed growth left gaps in the central

investment infra-structure renderlng it inadequate to cope

with the faster growing appendages.

In the section which follows an attempt w1ll be made
to expound the financial services the exlstlng structure
offers, their efficiency and the limitations which con-
front this structure in the context of ever increasing

funds in the area. ' .

_________
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The Present Financial Structure

19. There are three distinct types of institutions

carrying oéut the channeling of Arab funds. These are:

A. Government inStitutipnsJincluding:

1. Inhouse government agencies (like the invest-
ment agency of the Ministry of Flnance -
Kuwait).

2. Currency boards (suéh as the Saudi Arab
Monetary Agency.j

3. Central banks.

4. Public and semi-public invéstment companies,.

e.g., Kuwait Investment Company and the Arab

. . Libyan Foreign Bank.

5. Local developmént banks.
6. Inter-Arab and international development banks,
e.g., Kuwait Fund for Arab Economic Development

and the Islamic Development‘Bank.

B. Private Commercial Bénking Institutions which
include: ' N
1. Branches of foreign banks.
2. Local commercial banks.
3. Inter-Arab private commercial banks.
4. Foreign banks' representatives.
. . : .
“ C. Specialized Investment Banklng Institutions:

l. Arab- forelgn joint ventures established in

foreign countries, e.g., UBAF.

Sp——




- o ARAB WORLD

5 - FINANCIAL STRUCTURE

: (1971)
Couhtry 'C_entrai Banks =~ Comm. Develqp. Me-dium & Repi‘es. Invest. Other Specialized
3 Public Agencies Banks Banks Long Term Offices Trade Banks
Banks ' - Inst.
. Lebanon 1 73 2 - 35 . - 3
: Kuwait 1 5 _ 2 - | - 2 ‘ 3
~ S. Arabia 1 11 2 - ~ 2 -
 uaE - 15 1 - - - -
Libya 1 .5 -2 - - - 1
Irag 1 2 3 - - - 3
‘ ,Syria 1 1 = - - - 4
| -+ Jordan 1 9 - - - - 3
‘ '_ Egypt 1 5 - - - 2 1
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ARAB WORLD

FINANCIAL STRUCTURE
(1974)

e A s A mnia Syeed

Country - Central Banks  Comm. Develop. Medium & Repres. Invest. Other Specialized
§E - ... Public Agencies Banks Banks Long Term Offices Trade Banks '
R ' BN : Banks . :Instit.

Lebanon
T Kuwait

S. Arabia

et
L A v

UAE

I e I R N
(R S C I X

|

|

I

1

X 6
2l Libya 5 - - - 1
‘ié Irag 2 - - - 3
%é Syria 1 - - - - 4
; . Jordan 9 - - - - 3
. ,,Egypt 5 - - - 1 1
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2 Arab-foreign joint ventures establlshed in the-

- L .. Arab World, e.g., Arab Flnance Corporatlon.

e B o _ _3. Inter-Arab investment companies, e.g., the re-.
h ' | cently established Egyptian—Kﬁwaiti, Saudi- |

Qatari and UAE Investment Company.

A. Government Institutions

20. - It is advisable at this stage to classify government

institutions into two categories:

a. Theffirst category is that whicn channels o0il funds
into foreign investments without attaching them to
_ ‘ : particular preojects or countries. In this category
falls the inhouse government agencies, currency
boards, central banks and public and semi-public

investment companies.

b. The second category of publlc investment agencies
usually attaches 1nvestments/part1cular 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 1nst1tut10ns
L . are expected to become much more important and play a
significant.role in the channeling of investment funds
» 7 of their respective countries. Saudi Arabia, for example,
B will see its 1974 oil revenues increasing to about U.S. |

$ 23 billion against a U.S. § 8 billion for 1973. This,

[ . R e e e, s we Cw e - fem e . -
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naturally, will involve SAMA in larger foreign invest- o
ment operations than ever before. Over and above this
annual increase, the éaudi government will havérto 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 channelé utilized by theéé-institu—

| tions to carry out investment in the international money
markets will definitely limit the efficient investment
of fhe much larger funds now to-éeek outlets. Under
presert conditions these iarger funds, if concentrated
in one channel and into one country , stand to threaten
the stability of the channel and the currency 5f the
country in which the inveétments are made. ConseqUently;'
the validity of the iﬁvestments will be in doubt and the
returns might be negative. As a glimpse of the maghitude
of this paradox, the Arab oil producers are ex?ected
to accumulate a volume of about SDR 60 billion in liguid
reserves compared to the total world liquid reserves of

SDR 144 billion in 1972.

It is perhaps important to point here that the oil

funds are not in fact surplus (if any thing of wvalue is
ever surplus). They are. compensation to oil producing

countries for a depleting resource. It is therefore




-

crucial for the Arab countries to seek investment outlets ..

\ not vulnerable to depreciation and with normal and ac-
pre

A ceptable returns. Consequently, the Arab World has no

24.

r

25,

interest in-ﬁpséétiﬁg the international monetary system
nor the economy of any of the countriés in which they

have investﬁents 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 iimitations when con-
sidering investment, specifically on account of the follow-

ing:

a. The 'magnitude of reserves makes it imperative that

| a decision of any of the respective government agen-
.ciesrtb invest in one direction or another has‘to‘"
be cautiously monitored to avoid undesirable reper-

cussions that may arise.

b. . 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.

c¢. The insistence of those agencies (due to genéfal

public policies) to invest in secure forms of assets.

To avoid these shortcomings, government to government
financial transactions are becoming acceptable. These

transactions usually skipfthe traditional investment

3
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géﬁannel and mitigate possible repercussions and harm to

the economies of recipient countries. An example of

this newly emerging pattern is the reported Saudi d;edit of
$ 10 billion to the US whereby the Federal Reserve might N
be issuing 10 billion dollars worth of non marketable -

US government securities to be committed to 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 éxpected to mush-
room in the near future due to the two advantages which
they enjoy, namely the circumventihg of the international

market and the relative ease of administering such loans.

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. ;

-

;gf 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 banks 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 coﬁntries)

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. : ' T \f

*

Name of Institution Total Assets  Type of Operation

{In Millions)

A.

B.

Saudi Arabia

1. Saudi Arabian Monetary
Agency 3 5037 Issues Currency

Banker to Government

2. Agricultural Bank $ - 8.82 Easy Loans to
Industry
3;‘The Industrial Bank s 147 Easy Loans to
' Industry
Kuwait ,
1. The Kuwait Central Bank $ h465 Issues Currency
. . Banker of Banks

2. The Kuwaiti Ministry

of Finance ~N.A. Investment of Goverh—‘
‘ ment Funds

3. The Kuwait Investment , :
Company $ 141 The Foreign Invest-
: ment of its Funds

Figures are the latest available.
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Name of Institution Total Assets  Type of Operation’
.. (In Millions) "

.. 4, The Kuwait Foreign
' Trade, Contracting . aE
& Investment Co. $ 128 The Foreign Invest-
g | - - ment of its Funds
5. The Kuwait Interna- o : :
" tional Investment Co. § 34 The Foreign Invest-
' - ment of its Funds

6. The Industrial Bank 3 34 Easy Loaﬁs for

Industrial Projects -
7. The Real Estate Bank. _$ 10 | Easy Loans to Real -
‘ : Estate
8. The Savings and Credit .
Bank $ 250 Easy Loans to

Individuals

9. The Kuwait Fund for
Arab Economic . ‘ ‘
Development $ 3448 Development Loans
to Countries of
the Third World

10. The Arab Fund for
' Economic and Social .
Development S 340 . .- Development Loars
to Arab Countries.

C. The United Arab Emirates

1. The UAE Currency Board N.A. o Issuing of Currency
- Banker of Banks

, 2. Ministry of Finance . N.A. ‘ Investment of
- ' Government Funds

3. Abu-Dhabi Fund for
Arab Economic :
- Development $ 510 Granting Development
K - : ~Loans to Arab '
‘Countries.



Name of Institution

D. Libya

1. The Central Bank of

Libya

2. The Arab Libyan
Foreign Bank

3. The Agricultural
Bank -

4. The Industrial
Bank

S -'19 -

Total Assets

[P

SEITLTEN e ey RN A AT e -

Type of Operation

. (In Millions)

$ 3600
~$ 150
$ 28

Issue of Currency

- Banker °f, Banks

Banker to vaern—
ment

Foreign Investment
of its Funds

Loans to the Agri-
cultural Sector

L.oans to the In-
dustrial Sector
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Private Commercial Banking Institutions

Although governments are the recipiénts of all funds

commercial banks will come to benefit greatly from the large

increases in government expenditures anticipated in the oil’

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

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

commercial banks' deposits are expected to increase considerably.

Facing problems in investing their funds locally, these banks

have then to look to foreign investment.

commercial

There are, at least, five factors which determine the

These are:

a.

) 7____——“_"

The short-term nature of commercial banks' deposits,

which limits‘their freedom to select aiternatives for

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

natives: deposits with forei gn banks and discounting”bf

. 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 and capital markets that exist in this

part of the world constitute another limitation to the

. 4 N ' [
investment alternatives open to commercial banks.

The recently emerging entrepreneurial class is not yet
well established. This is due to the socio-economic
structure of the region which is characterised by family

owned business and the belated recognition of professional

managerial skills.

The predominance of foreign bank branches over iocal

commercial banking institutions in the Arab World, whose

amb s e carmztiee
. e ]
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banks' policies regarding their foreign investments.
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_--maih intérest , naturally i_s- to channel these funds dut

of the regiori to their head-offices as soon as it is
deemed practicable. | . o |

e); The léck of well conceived policies on the part of the
. central monetary agencies to induce cbmmercial banks to
- undertake investment operations locally and fo_maké these-

competitive with investment abroad.

The policy of heavy dependence on foreign outlets for
investment of bank funds has two outstanding shortdomings,
namelyj the risk involved in foreifgn exchange fluctuations
(especially in recent years:)and secondly, depriving the local
market of benefits that could be realized from local investments.

This wvicicus cycle has contributed to impeding the emergence

, of both the entrepreneurial class and the local capital market.

Specifiqally the devaluation of foreign currencies during
the péét t‘wo' years ', along with fhe _subé-equént‘ ﬂoati_ngj ‘of -
many western currencies, brought real harm on traditional
Arab investors in those currencies. Thus ,foreign deposits
have lost their attraction }o many commercial banks.
Consequently, the premium paid by commercial banks on
iﬁvestmenf of their funds _in local currencies, to avert
excha'nge rates fluctuations became higher. Many Arab banks
liguidated some of their foreign assets, especially banks located

in Beirut and Kuwait, and started locking for new localr

outlets. In Kuwait, banks financed purchases .of stock of

newly established Kuwaiti companies,vm 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




- their present or future yields.

33,

34.

:drove,their prices sky high, far out of pfoporticn with

prak Sl I

- This suddén-shift of funds was a case in point of the

1nab111ty and unpreparedness of the local market for any
quick rush of funds 1nto 1t which further underlines

the risks which might befall local economies should the
existing and'éxpected sutpluses be unwisely channeléd‘or'

improperly controlled.

The recent development of infiationary preésures in
the local economies énd which Lebanon typically was a
victim of, have induced central banks in the area to
con51der more serlously thelr taking a more actlve role
in dlrectlng and guiding commercial banks which have
classically'been oriented to the short term,'self—liquidF
ating'loah, in favor of some form of investment banklng
and other similar innovative activity. Some central
banks have already taken éteps to permit dlscountlng
commercial paper of one year maturiﬁy, and renewable in
éertain cases, while in'the very near.past the.only dis-

countable commercial paper were those of 90 days duration.

'fﬂiSuch ieaderéhip by-centfal banks would enable local

'1nvestment 1nst1tutlons to rely 1ess heavily on Stralght

forelgn dep051ts and partlclpate more actively 1n
widening the base of their economles. Once the process
starts in this direétion,'the acceleration effect will
take place to further widen the economic base of oil
pfoducihg,countries, whenever that is possible and
feasible; and open up numerous local investmént 6ppqr—

tunities. .
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36.

C. Specialized Investment Banking Institutions
institutional structure under which finanéial organizatibns
toreign banking institutions such as UBAF.

‘majority of the larger Arab banks towards the formation of this

_divérsifed types of portfolios in' an array of foreign currencies

“These institutions will be able to offer two new types of

it

el
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The first step taken towards coniplementing- the present
operate ih the Arab World Was the establishment’ of--‘jbint Arab--
We. are at present w;‘tnessing a recé;:)t“iixé‘attitude 'of‘ tﬁe
type of institution to_.which they plén to entrust the managem_ent

of their surpluses. Risks of foreign exchange fluctuations are

minimized by having these multi-national institutions hold

and assets. Thus losses in one will, hopefully in the long=-run .
be compensated by gains in another. The participating banks
will then be able to saféguard their interests by holding ,k')onds, .

bills, and commercial paper in multi-currency portfoliés;.

| Arab-foreign joint ventures, however, do not satisrfy the
need for lohg term large volﬁme finalncing of local enterprises.
Those, along with existing commercial banks can satisfy some’
of the needs that are emerging but will stay short of '
pro‘{ridin-g the type of investment that many industrial as well
as agricultural projects need. Consequently, new type.s‘ of _
banking insitutons arel emerging. T:hese' are the new mgdium

and long term credit banks which are being now formed

e e T T s o

financial assets to be held by private investors in the Arab
World, mainly long term certificates d deposit and long term

securities.
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TﬁéflaWS promulgating thé formation of these institu;
tions afe, however,-striét and limited,in scope and there-
fore impede the full operatibn of those banké.‘_Market aﬁd:
human conditions limit and hamper the growth énd éxpénsibﬁ

of such institutions by:

a. restricting the number of institutions whose size and
standard would render them gualified 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. 2dd to it
the absence of active stock markets where these CD's .
could be transformed into liguid assets instantly.
These are some of the difficulﬁies that medium ana long

" term banks face in promqtiﬁg long term deposits which

are their real source of funds for growth and expansion.

The abovementioned limitations also face the newly

established investment companies that depend on foreign

‘clientele to supply them with issues accéptable on the

international market. - The anticipated buyers of those

issues are commercial banks and government agencies with

funds seeking inveétment. Their task will be rewarded in
the long run and their contributions would be gaining

momenturi as time passes. These banks are:




Name of Bank Capitél :_;Date of Estéb— Héadquarter-s":f:

lishmeht

Afab Finance Co. $ 2.6 million | 1973 - S ABe.irut
Banque d'Investissment

et de Finance | $ 6.5 million - 1973 _  Befrut
Finance Bank $ 6.5 million 1972 o _Beirut
Union Bank $ 6.5 million 1974 ' Beirut
SNA Bank o $ 6.5 miilion l' 1974 Beirut
American Express ‘ -
: Development Co. o $ 2.6 million. "”-197;4 ' Beirut

39.. ' Another type of companies Which ére being currenﬂy

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,
Sﬁch companies aim at investiﬁg their subscribad capital
~in .one or more of the Arab countries and take an equity
position in these projects. An example of this type of
' company is the recent Saudi - Kuwaiti - Egyptlan - Qatari -
‘ company which started with a nommal capital of $100 million
and whlch ultimately aims at investing in pro;ects in Egypt.
Another Kuwa1t1 - Egyptian company w1th 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.

Part Iil: Tuiure Prospects for the Development d Arab Investment
‘Institutions:
40, The determinants of the future development in the Arab

investment channels are:
a) The increasing rate at which Arab liquid funds are
growing. '

b) The fecreign ewchange risks that direct bank deposits
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in foreign currencies must sustain,

c) The limited number of existing channels and
pay city of éxpertise in managing such institutions.
d) The need by oil producing countries for local
investments. |

e) The predominantly growiﬁg role of government

 investment agencies. .

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

j) The oppertunities offered by local enterprises for’

investment,

h) The political considerations that could nd be ignored

by government investment institutions. .
The above factors will all play an active role in determining

the direction in which Arab ihvestment institutions will move.

.~ The expected outcome of the above interacting factors

will result in the emergence of new types of institutions to
develop' and complement' exi:sting'on‘es',"and the’ expansion of the
existing ones into areas where they are not currently.active.
For example, it is .antici'pated that public agencies Vwilfmé'mérzg.é '-
in Saudi Arabia anrd.grow‘in number 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 ins‘titufions of either functional or g_eograp_hi;:al'
specificati-cm will emerge whose capital will be subscribed for

mainly by public agencies but also will include private investors.

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 Developﬁmnt has
had its capial increased from $430 million to $4,33 billion and
its scope of activity was broadened to include all of the thidd
world, Other models of such international pfoject. oriented type
of in_vestment iﬁstitutions such as the Islamic and Arab African
Banks will be formed to cater to more -comprehensive investment
éptions. Already the UAE is .invol\}ed in_financing. refineries in
Pakistan and India, while a Saudi private groﬁp is financing a

refinery project in Sudan guaranteed by Petro*.nih of Saudi Arabia,

" The other category expected to.grow and expand noticeablY is
the local development financial institution. While Kuwait has
recently established its indws trial bank Wifh a capital of
$30 million, Saudi Arabia's new industrial bank had its capital "set

at 5147 million and during 1973 Lebanon also has had its own

development bank as a semi-public institution established with

.“alvcaApitél-tl’?é_ $26 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 equity of newly established
tompanies and Wi.ll resel’l these equities to rprivate'investors at

par value when the company begins to realize profits.

Private Banking In stitutions

44,

The limitations that face private banking institutions in the
Ara'b World, namely, the lack of investment opportunities to call'.
on for short term liquid assets whenever these assets are needed,
ahd the resirictions 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 qf their commercial
banking nature. Furthermore, it is anticipated that the central
banks in the Arab countries will take a different attitude 'towards
commercial bankirmg activities and relax their restrictions on loans
and investment activities. It is also conceivable tlat commercial
banks would be urged by central banks toparticipate in the

formation of "broader-base capital markets,

Investment Promotion Agencies

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 , enfrepreneurs

"and small private investors. The first such agency , the

Investment Promotion Group, was es’Eainshed in Beirut in 1972.1 ,
Such agencies are expected to increase in number.

Those are thé directions in which investment rchann'els of
the Arab World ai*é anticipated to grow. Unless these developments '
are realized, local cﬁahriels will continue to be barren and to
serve merely as pipelines for funds outside the Arab countries,
contributing vefy 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
caught unprepéred 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 unpleasént.

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 opeﬁ 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 govérnment lend-
ing agencies have been. instituted by Kuwait, UAE -and Saudi
Arabia. The trend is decidedly in -favour of government
to government transactions 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.

PEETT
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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.
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Ladies and Jentelmen, . B

- First of all I like ® thank the orgonisors of .this meeting for

"~ the kird invitation they sont me to participate,
. U y e T

ﬁe all hoﬁe for fruitful results coming out of such kind of
meetinge, It scems to me thot the exchanges of wicws about

such important matters are so important especially for those
whouparticipate in moking dccisions in the field of develdp-
ment in their ccuntries, We all lnow it is not so sasy to creat
the new tﬁings, but it is always easier to develop the existing
ones. That is why, ladies and gentelmen, I consider my self
‘here as listiner and benisficier before being 'a speaker, I like
very ruch to hear, ond negociate considering always that we can
use of the results of such discussions, but... as it was organis-
ed that I should zive a speech here, I will do my test to make
it so surmerised and short so that we con leave times for the

discussions we need to have in suen imicrtant sulject.

In this conction I hope I can put some lizht on our eccnomic
R . ) ) e - -
development in tie Libyan arab Eepublice,in genereal, in tarce

distinjushed periods, After that I concontrate a little bit
about tie development in the field of Injustriclizaticn where
I hope to give &b idea about tie Hole of the Italian Industries

in this conection,

I like you to necept my apiappolagise in advance if you feecl
that any peint is not covered as you may have an idea about
;the shert time during wiich this was prepared comsidaring the
heavy engagoment at our Ministry of Industry at this time,
_Further mere I appolagise for the Znglish tronsletion made

from the Crginal Lrobie Text as it was also made $0 guicikly.:
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1~ ECONCMIC TECGRIESS DURING Tid
FARICD FROM TH% YR 64 to 71t

National econormy started to revive greatly after discovery of

Sl e

0il, when it turneé from a disa.led economy to anc that is realiz-

ing surplus. Starting with the sixties economy also started to

A

realing the highest development ratios in the afdieke world, when
the real total gross local product (Considering nroduction cost
factors of the year 1964) had developed in a cembiend annual

average of 1%,2%, during the period from 1962-1971,

Cohéequent to this type of growth , the economic structure has

S ) boasraannnc bt b8

changed in favour of the activity of oil production te the extent
that it contrclled the national economy almost fully during the

sixties and inclined to decrease greatly in the yeoar 1971, when

-

in 1964 to 66,4 in the year 1970, On the other hand the product’

| I

of cconomy activities other than cil had decreased from 46.3% to

33.5% within the same period,

L |

/In 1971, the framework of activity in oil production had decread
to 58.1% while the procuct ¢f ecornony activities other than oil ]
had duly increased to 41.9% as result of the polic& of the revolu~
tionary governmeant aiming at decreasing crude oil production to

such an extent that is reasonable from the tochnical and economic

peints of view, at the same time increasing the prices and revenues,

U S VUNOW [, O |

The framework of product of activities of agriculture and foorests,

and fishing had also decreased from %,5% in the year 1964 to 1.7%

] . in the year 1970, later it increascd to 2.2% in the year 1971, and
’ it also decreased in the activities of convertible industrieé from
_ S 3.2% to 2.,1% then it incrcased to 2.4% within the previous yearé,
ucecessively. '

Due to the fact that the nature of the Libyan econcmy necessitates
that such economy bas to pay to the revenues of foreign productioﬁ

a censiderable amount of the total gross preduetion, it is necessary

2/
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the framework of activity in oil production had raised from 53.7% .. .
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thot we show in addition to the growthi of the roal total gross
local product, the growth of the real naticnal income and the
real total gross naticpnal product and the growth of the share per

capita of these three income changes.

~.The real national-incorme had grows (considering unchangeable

production cost factors of the year 1964}, &uring the period
1964-197%, at en annual combiend rate of 14,6%, while the real
tctal national product (as per stable market prices for 1964)

had grewn at an annual conbiend ratio of 13.87 .

As the number of population had inercased from 156k,%4 thousands

in 1964 to approximately 201C thousends in the year 1871 in an
corbined aunual pro-proporticn of increasc estimated by 3.7%
therefore the rcal ineome per capita from tie total gross local
preduct bad inereased from about 233.1.L.ﬁ 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 increcase of 227.8 L.5. during this period, with
an annual combiend ratie of_lo.jﬁ the rezl incerme of the individual
from the paticnal income had increzsed from 161.4 L.D. to dout

327 L.U., with an increcase of 165.6 L.D. during this period, with

an annual combiend ratio of 10,9 the real incorme of the individual

frorm the national incone had increased from about 165.9 L.D. to about

376.7 L.C., with an increase of 180.8 L.Z.,during this period with

an annuzl conbined ratio of 10,1% , this means that the real income

- of the individual from the hasic income changes ( The gross local

Ty,

product , the national income and the total national proiuct) had

rmltiphied within the period 1964 -~ 1971,

Considering final consumption, it weuld appear that actual final
consurption {at the rate of market prices for the year 1964), had
increased during the period 1964-1971, ot an annual conbiened
ratio of 15,4%, '

The actual increase of consurption per capita hal allowed for a

real inerease in the standord ¢f lioning of the individual in
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“the averaze of a combined ratio of 8%, This is in addition to
increasse of share per capita from public comsumptlion utilized § 
. by all nationals, i
“ ) - Economic expansion during the period 1964-1971 had resulted in £
- the increasae of labour dm -national econony to about 14%,2 thousand j
workmern, therefore the number cof workmen in this eccnory in the y
“year 1971 reached abcut 508,5 thousanés, :
‘ . i
Distribution and services activities had perticipetal together P
- 3
4
in. the employment of about 96.6 thousand workmen to labour increase ¥
5
:

i,e, about two thiréd of the increawe, while highly production
commodities have participated to this increase by 46.6 thousand

workmen only, i.e. one third of the increase,

The activity of public services (not including eduction and .

health) had contributed alone to an increase of about 30.2 é

tiousand worimen , that is to say mors than ome fifth of the :

increase in the numker of workmen during the period réfered to. f

' The number of national work:sen had increased from about 348,2 -
thousands in the year 1964 tc about 462,.8 thousand in the year :

1971, realizing an increase of 114,6 thousand worknmen, in an :

annual corbined increase of 4.2% , while the nuaber of non- .

nationzl workien had increased iqrthé sare periocd frorm about Tl

-17.1 tihcusand worknen to about 45.7 thousand, with an increase Vf

f 28,6 thcusands in an anrual corbined inercase cof 15,1% . ' %

The accorplishrients menticued hereinbefere carnot be considered E

- B as satisféctory in ecoemparison with the resources spent on same i'
and the real copabilities availalle for the notional economy, -§

- ‘ . " The wolwwe of-constant gross lccal investrent executed (consi- ;
dering current rerket prices) during the eight yéars, fror 1964 -;

“to 1971, had anmounted t2 aprroximately 1774.4 millicon dinars. %

This volune is cquivalent to an average proportion of 30.1% of %

the total national product, peor year. In othor words the ratio E

of investment hzd amounted to 30.1% , 5

W .. :
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Organlzwtlon_l ulqtrlhutlon of this 1nvostmcnt will reveal that

011 companies Lad 1nvestcg 724. riillion dipars representing
40.9% s The Publlc sector nﬂd inyostod 768.1 million dinars
eprescntinﬁ 43 Jpj'and thb private scctor 281 % rillion dinars
oprésentinf 19,&@ of thh total constont gross local investment

executed murlnn the ; erlod 1965-1971.,

(An ipportant chenge had taken placn in the investrment policy

|

of oil producticn activity , since the revoluticn cf first
September. Total gross corstant investments of oil production

cor sanies had deereased from 154 million dinars in the yenr1969

to 93 millicenms in the year 1970 and then to 54 million dinars in
the year 1971, On tha cthoer hand this was incrcased with respeet
to public sector from 111,% nmillion dinars to 122.6 million dinars,
afterwards to.165.9 million diners in the same years,éuccessively,
This is attributed to tie fact thet the revoluticnery government
bhad decrcased oil producticn to a reasonable level from the ccononie
and techaical aspects on one side and to push eccnonie deveiopment
wheel ard creat th2 varied econory and the nodification of the

econoniic structure, in alidition to naking available the adequate

\public services,

SUP7CCATIONS aMD POINTS CF
VAAKNESS IN T8 PAST : | .

Despite the fact that the natiocnal econcry had net with a‘remarkable
high activity duringz the period 19641671 as result of oil discovery
accompained by . abundance of revenues as nentioned hereinbefore, the
development had suflerced many suffccations and peints of weakness

during the sixties, particulerly in the 1F1]ﬂw1r" aspectss ~

1) N;n-ouuerv iee of bLalonced @rowth. The growth of the sixties
had taken a hizh ratic of cruds ¢il wnroduction followed by
increase in the ratios of low prodnction sorxviees, caring
less for developnont od hish productivity cormoditics

purticularly Ggriculfere and ludustiy,
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, 2) - Not driving adventage from the big derand on the cormodi-
¥ tits and services pade availakle by oil srofuction activiby
?" preparing the pgocd ainosphere for the existance of local h
- : ; produetion.. . ... . '
3 , i
. ' . i .
_ - 3) " ‘Hon-observance of fair developrment localization, neglecting. .
he villages and ryrak territories, the thing that resulted :
™ ) ] .
in migration of country inhabitants to urben distriets in
. an unusual manner,
"
- rﬂwé) Bad distribution in incomes durinyg the sixties, Non-balance 4
= ’ of distribution of incores ameng individuals and the big : j
- ! :]
- . gaps between same had resulted in thz existence of big di- i
3 . ,' ffercnces in the inccres and inclination of people of high i
i income towards spending on luxuries, ' ' ' L
_ :
3 _ .
5) : Cash inflation was scmi-severe, the general level of prices
had increcased by a percentaze of 7.9 per year in the average, o
during the period 1964-1571, Alsc tho lewel of the investitle :
. Eod L4
cormocities had increased by an average of about 8.4% per yeor 5
R . . . ) . b
. during the sare period. ‘ ‘ i
- : X
T 6) pis-balance in thie social facilities when the eduction N
gyster: was not taking care cof cconcmic requirements of i
the country as less than % of the students joined the f
7 J :
‘technical educaticn. ilso 85% of tie students were all i
in the elementary cducaticn,. ‘i
.
i - 3- (. QIL PROGEESGES IN THR
- -~
YEAR 1970 ond 1971:
5 The revelutionary governmant started to give great interest in f
setting a now developriental strategy aiming at limitation of i
. . . ' . . 3
crude 01l production in order to retain the oil wealth of the i
‘ : : T
it
:
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. being depengﬁnt cn oil preduetion,

country and get the big.est possible revenues of sare and dedicate

it to productive activities sc as to frec national econony of its

- For the prupose of nealizatén of this objective, oil activity was

at the head of the list of econorle act1v1tles waich experienced
a nest 1mvortant progress during tie two ycars 1970 and 1971 and
it will have its efiect -on the following years when the now adeguate

technology is observed in production,

Durlnf these two years cn agreﬁment of September 1370 and Mareh
1971 were notified between the Libyan Gevernment and the oil

companies operating in the country, These two agre2rients had

()

taken cara 6f rmany wrone situations creat“A by the 011 corpanies,
)
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_THE PLAN OF THE YEAR 1972/1973
The allotients of aevelopment bwiget in the plon of 1972/1973 L i
had amounted to atcut %76 rnillion dinars. This allotment was i
amended during thc year until it reached Ahk, b rillion dinars. g
Zxecuted allotmznt reached 354,7 nillion <iners in tie proportion <
of 96.6% of tke expenditurss plapned for development budhet and ‘
in the proportions of 76,8 of the amonded planmad budget. No -
0 \ . . . ) .
doubt that the volure of executed expenditurcs during this plan 9
is to be considered as hig as it exceeds the volure exeented for P
the year 1971/1972 by ti:2 amount of 107.1 rillion dinars, and it B
- at the same time is equivalent to 2.3 tires the cxocuted the . N
volure of 1970/19?1 and is almost eguivalent to the volume exe— ;
cuted curing the eight years follimg between the two years 1962/ !
1969, ‘ ' :
It is expected that executicn of tha allotroent of dovelopment
budget during the year 1972/1973 , in ths different sectors,
would be as follows :-
.
; Q
8/’. - : "i -
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ACTOES

| MILLICN

| emeinan laampIp

PLAED
s LT
MENTS IN

DINAES.

FLHNED
ATLCT~
MIITS
In
FILLICH
DINALS.

W

ITUETS
EIEC-
UtED
"IN
MILLICH
DINARS

FROPE T
TIONLL
DI 15
UTICH
LA -

UTED

%

VRO -
TION

OF
R HIES
TION
A5 TO
PLAMN -
ED ALLC-
TMENT

%

VRCPLD-
TION OF
EXECU-

TION OF
AMEITRETED
PLNED
BUDGET

AGRICULTTRE & AGHE-

GIAN z3FCilM.

INDUSTRY

s et e b
et e e

"PETROLEUY

ELECTLICITY

TRANSEFCAET & CCMMU-~
NICLTICNS,

TOUCLTICHALY & M-
TICNAL GUIDANCE.

FUBLIC E5LTH

LARCUL A5 SCCIAL
AFTAIES ‘

AOUSTIG
LOCAL GCVEENMINT
BCCNGMY & TOURISM

THECSHATION &
CULTULE.

PLAHNING AND
ADMIMISTR.TICN.

PRCITECT RESERVES.

53,0

3147

48,2

32.0 ‘
57.0

39.8

13.8

8.2
51.7
30.0

2.8

6.2

1.7

0.9

66.6
68,2
31,7
39,2

k2.4

39.9
24,1

8.2
72,9
38.5

k.3

6.2

’ 1.7

0.1

68,6

61.1
48,0
23.C

36,7
3.2

¢.6

A

14,0
305'
25.6

0.7

2,1

0.7

0.0

17,2
1345
6.7

10 .4
11,1

8.6

4.0

1.0
19.3
742
-0.2

0.6

115.3
59.0
755

114.7
8%k

76.9

- 1101,4

42,7

13247

91,7

70k

754
93,6

92.5

76.7

58.1

42,7

TOTLL

367.0
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INCTASED RBALIZED IN BMPLOYMMENT
1 1972 PLAN

et o TheR A e AT T T

I
INCFEASED (IN CRLLTIVE FRCINTAG OF
PIRTICULLRS TIIGUS:‘.I\E‘J WO - IVEORTLHCE INCRIAST
MIN
MATICIALS 20,4 5340 5,5 %
EADATRILTES 18,0 47,0 29.0 %
! TOTAL 3844 100.0 7.5 %
i | .
i ; ]

i

The incrcase in employment in this year is equivoalent to 7.5 &

in the national eccnenmy while it is 4.5 % as for as the Libyan

naticnals are concerncd, It goes -up to about 28% in the case

of expatriates. The percentaze of labour in expatriates had

reached 14,5% of the total labour in the national econory,

A remcrkable progress had taken place in the sociél services
of 1972/1973 plan, Witz regard to education, the nurber of
girl and boy pupils in the c¢lerentery education had increased
'by 52,6 thousands i.e, 11,3 %. Gheﬂpercentage of puﬁil absorb-
tion in schools was increased by 82(. Preparatory school pupils
had also increased by 13,% thcusands i,e. 13.1% . Sccondary school
students increased also by 1,5 thousands, represcutiag 16k.
Technical secondary schocl students also inercasced by 0.5 thousand
students i.e, with & percentage of 27.8 the nurber of students in
teachor institutes had inercased by about 4,8 thousands, represen-
ting a percentage of inerease amounting to 80

G .

A kind of promotion in the standard of public

[

scalth had taken

\\\h/Place during the two years 1971,1972 cormpared with ré§poct,to

10/.;
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doctors and beds, The nurder of M.Ds. had increased from 1 doctor

to 2000 people to 1 to 1406 . The number of beds had alsc inercase

ed from 3.8 beds for 100 people to 5.4 Lods for 1000 people .

¢ Witk rospect to heusing 10,3 thousand housing units were construct-

j ed during that year aleone . The. public scctor hind contracted

\ about 6,3 thousand units and the privete scotor had constructed

\\’jhe rest, ' L . i
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o ' - THIAD PART
: > : THE _PL&N 1973/1975

GINTEAL GoJICTIVES CF_THE FLAN.
These are only the nost impurtauf objecﬁives cf the plan , with

concentraticn on productive aspects cnly.

FPLoST -~ GIIIEAL STUATEGY CF DEVELCYMENT :

The strategy of the pian is based so as to realize maximun ratio
. of developrent to the national econony as a whole, supperted by
| .rvariéty of economic developrent, sreeding up and inereasing deve-
lopment ratio of the mein economic activities , and keeping'up to
‘a reasqnabie ratio:in'reSPect to the development of crude oil

preoduction , o _ ,

On the cther hand, the pelicies drawn for realizaticn of social
justice and fair distribution cof inccrmes and resources in the
:Libyan.Arab Republic, cre cemsidered to Le having the same in-
portance of the development strategy in the current plan ., As
the umbalanced growth in the past resulting of lack of sufficiant
schools and educationdl institutes for the Libyan pecpie who are
liable for'educatiOn, 2s well as insufficient rmedieal core by
virture of such a situation, the government had to pursue con-

tinous eficrts in programming greatly for the social development,

Therefore tie strategy of sociesl develcpment in the current plan
. " - cbserves the social requircements of the Libyan nationals to a
great cxtent,
" The strategy alse proposes the means through which the effective

policy might be capried out, in this respect,

12/..
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Also the localization strategy in t ¢ present three‘yeér rlan
aing at reélizatioh'éf a localized development threuzh different
possible social and economic pelicies taking imbe coﬁsideration
two basic criteria: Utilization of the pafcntials cf cach and
every rcgion in.order to achicve maxirmus possible growth; and
vanish or lessen differences and tolorances in social conditicns

prevailing ameng the inhabitants nationwide,

Co~ordination had taken place among the different itenms cf

strategy elenents mentioned hercinbefore,

STCOMNP & GIIINAL CRJECTIVIS (T DEVALODMENT:

e give below the cconocrmic, social and localization ohjectives
.specified in the current plan derived from the abovementioned

strategy, emphasizing tie fact that the plan hed observed close

relations amongz the elerments of these objectives:

fi—- BCONGIC CLJICTIVED

The threc year plan aims ot reelization of tie following

economic objectives ¢

1) Growth of. gross production of naticnal eéonomy at the
rate of 36.8 % during the duration of the plan, repre-
‘senting on onnual conmbined ratio of 11,007 , This objee-
tive is supportod by the nmon-oil ccomonmie activitiéé,

~with particuler reference to tie activities of agriculture
zrd convertible incustries as thoe plan aims at develeping
the production ¢f ron-oil cconomic activities, as a whole
in the plan, and in on ancuzl combicned rate of 16,5 %..
while the activity of agriculture and forsts and fishing
. in the rate of 50% during tkelplan eesigc in en annual

combined rate of 14,5 % while convertible industries

13/ 4.
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Speakinz of Agriculture, the plan aims ot sefl-sufficiency

in the produetion of necescory food stufies in the shorest

n obligation and

the four main projects of integrated agricultural develop-

thz project of

carel rmects from 20,8% to 28,8 thousand tons peultry fronm

4s for industry, the zlan oims at reslization of additional

& the plan in addition to theose industries of private

sector, backed by Better utilization of industrial” productive

capacities throuzh rendering abundant the necessary raw ma-

terials, ani crection of incentives anl elementes of encoun-

As a first stage toward industrial <evelopment in the Libyan

Art hepublic, the strategy of the present three-yecar plan

was based so as to give porticular importance to the follow-

focods from local producticon, as alternative to importa-

~tion, It is proposed that suech industrics will grow in

the ratic of 454 during the duration of the plan i.e. in

/..,

TR mpa g T .
[ H
-13 -
activity in the ratic of 93,06% durins the plan rate
of 24,5% , whoreas the activity of erude oil roduction
X in a ratio of 15.8% during the plan durstion i.c

annual corbined rate of 5%,
possible time within from eight to ten years.
This objective is tc he considered
emboedies a big agricultural revolution apizlied through
rent ¢ The project of Gifara plein ,
Bl Jebel Akhdar, the project of Fezzan territcry and the
project, the Threoe-ycar plan aims at incrcasing wheat
crops frem 80 to 200 thousand tons , mutton, catile and
2.5 to 5.5 thousand tons, egzs from 4,9 tc 8.1 thousand
tons and milk from 56,9 to 9%.6 thicusand tons,

! production in all public sector projects to be operated
during
ragencnt dedicatad to the purpose of industry.
ing three branches of convertible industrics:-
4) Food Industry, in order to render available necaessary

an annual combiend ratio of 15,55 .
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B) Rukldin; and construction materials industrics to i

cover the requirements of this investoent plon of the '}‘_5'

three - year'plah_as wizll as the foilowing plans with

B

respect to big volunes of these itoms,-as alternative

. : to. importaticn, It is proporad that such industrics

will grow in the ratic of 158% Juring the dupation of

the plan i.e in an onnual combined rotic of 37.5%.

¢) Chemical & Petrocherical incdustrics, The Libyan Arab

Regubiic is relatively privileged in this respect., It

is proposed thet the production of ticse industries

shall grow in the ratic of 967 during the plan i.e in Rt

an annual combined ratioc of 2%,

By realization of the aferementicned ratics thae plan

would have realized the uplift of the producticn of
non-cil economic activitics as a whole from 50,64 to
58,2% , Azricultere and forests ond fishing from
2.9 to 3.26, convertible industries from 4.3% to 6%
during the period from 1972 to the last year of the
nlan 1975 .

—_——m

fis for crude eoil production and natural zas, this will

drop from 49.4% to 41,87 in the samce poriod,

2) Growth of real pgross naticnal income in thce percentage .

fira e s

of 35% during the plen i.c, in an annusl combkend ratic e
of 10.5%. As is in the case of total production, this

objective is backed by non=0il economic activities with Lk

narticular refer:znce to africulture and imdustry,. U

3) RBeing anticipated that the populotion will increase : i
in an acnnual corbined ratic of 4.5% during the present o
| ' three-ycar plan, then t.e real shorc per capita from 5

the gross national income would incrcase froo 775.2Dinars

as in 1792 to 893,2 dinars in tie last year of the plan o
1975, this shall rooresent on increase of 138 dinars i.e .

in an annual cozbined growth of &%

15/.
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- k)  Grewth of tie final consurption in the ratio of 27,1%
during tie plan i,e in an annual corbingd frowth of
8.4% previded that the censumption per capita growth

o

in the rotio of 19% during the plen i.¢ in an annuel
cortkned ratic of 6f whorcas tht general consuntion
crowth in the percentage of 37.% curing the plan, i.e
in an annual combined ratio of 11.2¢ gs is necessitated
By development requirements with particular reference to
public health and education au. naticnal defence,
5) As result of all round ectivitics aiming at economic and
sceial development resulting in additional labour derand
"by contractors for the purpose of execution of investmental
progran aimed at by the plan, it is anticipated that addi-
tional opportunities shall Le rendered available for and
which arc estimated by 125,9 thousand werlmen., As demand
of working hands exceeds the available supply of some, it
is therefore anticipated that the nurmber of expartiate

~workren shall increase to the extent cf 53,8 thousands,

In this respoct the plan ainms at the following:

A~ Making maxirmum use of nationel man-power giving emploj—
o rent to- women an? nomads as well as these having per-
renent disébilitios, limiting veiled unerployment by
~way of creation of material and ideal incentives in

erder to improve national skillfulnesses,

B- Incrcase of nreductive sufficiﬁncy throusa application
of nodern technology in incustrizl prowucticn foruing
implements in agrarian production, and constructicn
equiprents to building contractors, improving labour
syster:, and taking core of training the rost possible

nunber of the yeuth in tho shortest possible tioe.

C-~ Giviny duc attenticn tc acaderie and toechnical edu-
cation and oxpansion of university cducaticn and increas-
ing the number of ticse sent abroad in order to specin-

lize in the fields required by developoient projects;

16/..
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6) With rogard to forcign trade, the plan qiqsrgt;ihe growtis
of petreolew~ oxports in the ratic of 15,8% during thedu-
'ratioh of the plan i.e in an annual combined ratio of 5%
due to the ﬁolicy of the gbvernment necé§sitating limita-
-tion of crude o1l production to such a level that is tech~

nically and ecomncmically, reascnable,

: BCCLAL OBJECTIVES:

4 remarkable progress took place in several aspects, including

the following: =~

1- Realization of Social justice through expansion of the dis-
tribution Lase end taking these earning linmited income benefit

comparatively with the result of developmont process,
v y I It

2~ In tie educational services, realizatican of otligatery 2duca-

tion vp to the end of tho nreparatory stoge.

Designing the educaticnal pyranid together wit: the pronotion
of technical ecducation and thoe accupational and professional

illitracy, and inercasipz the number of student studying abroad.

3- Wifh respect to hiealth services, the ptam aims at imroving the
standard of health serviess through increasing the nurber of
health centers, and providing then by the suffecient number
of physicians cnd equiping these conters with tho necessary
beds., |

4~ 4Ls for housirn;, the final object of the country's pelicy in
this field , is to provide cach fomily with o housing unit

in the following ten years, i.e, by tle end of the year 1982,

This is according to ihe plan,
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FOURTH : T38 LOCLLIZATICN CBJECTIVES:

The wreminant feature which characterizes the plans of the loca-
lization develoment is the ecordination among different cconomice
ani social activities based on localization . This feature dis=
tinguishis item from those partiment to sectoral dewvelopment

which is based only on activity. The adequate means for directing
the operction of development in the right way, is to draw integra-
ted, comprihensive, sectoral and lecalizatiod plans and ceonnecting

ther: with the national compriheénsive plan for econoric and social
developrnent,

The Libyan Arab Hepublic being very spacious country with every

low pepulation density and with Ttig economic and social differences
from region to amother, the present jplan, therefcre gives the loca-
lization prograrc for eccnomic ond social develceprent great importance
and alsc tries to ccordinate that program witk tiie sectoral program

were ever possible.

:  VOLUME COF TEZ PLiN :

Endeavourinz to realizztion of the strategy and Objectivesrcf the
development afore~mentioned, the prescnt three year pian has -
‘approved a very densified and investrental progran in the amount
cf 2170 million L.D.; Being so this will uplift tie ratio of the
gross local fast imvestrment as corpared with the gross national
procuction, usually refefred to as "investnent average! from
27.67 in 1972 to 46,64 in 1975. The realization of these objec-
tives nocessitates certain arrangement of prioritics for the

right distributicn of resources among ciffcrent ocononic activitieé

of nationa econony; which will be mentioned below :~
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- Local , Fast Investment Planned In The Three Year - '
. . 1

Plan(1973-75) e S EN

‘ (r:illion L.B) td

) i

o

. . : HOPCRTICHAL
- BCONCMIC LCTIVITIES ' -1 VALUR DISTRIBUTICN
‘ - %

Lgricultur:, Forests and Fishing : 311.,3 14,k
Grude 0il production and Matural Goz - 135,% $,00 ?f*'

Mining and Juarriocs . 5.3 .2 i

Convertitle X¥rdustrics . : . 226,7 10.4

Zlectricity, Gaz and Water resources 254 ,6 11,7 ‘ i He

Construction o 18,00 .8 _ . %;
Whol Sale anc Retail trads . 7.9 W3 f %E 

: K
Transport, Storage end Corrmnications 270,C 18,5 I

Banks and Insurance : _ 1.0 - v
Eousing _ - 425 3 19,6 ?
Tublic services { save edncation and health) | 165.9 7.7
Educational services 181.0 8.k 7
Health services 50,6 L,2 ;
Other services 105 .5 :

Reserve . ‘ 20,6 ‘ 1.0 j@t
‘Subtracted: Land value 15,00 .7

TCTAL ¢ is Jivided between: 217C,G 100.0

public Sector . 18000 83.0

Private Scctor L | 30,0 17.0
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errst Local Inuome Obabctivos In the

" Three Year Plan (1973-75)

(Con51dn11ng productlon f‘ctor costs for 1972 Dhown in mllllon Dinars)

Ecdnomlc activities | % ; ‘Ratio of Pla?ned cmoutﬁ
) BN S i : o
; 11972 1 19731975 ~ !
: ' ' O , ! Plan ofa Combinel
- ‘ P : ;' ! 1973 P 1975 | annually
. % T I A
Agriculture, forests and fishing 4C.6 ~ 45.6 .  63.3 12.3 . 56.0 .} 16.0 !
- - i -

Urude oil production and natus. i

ral gaz
'H'AlﬂT and guarries
Cenvertible industries
CIievtr icity and water

Construction

Vaole sale and retail irade

oansport, storage and-eomm—

unicotions
Zanks and insurance

Housing

. 904
3

35
8

- 60

i

T4

Public services (Save education ;

and Health)
Bducational services
Health services

Other services

| " Total divided between

g Crude oil productions and
; natural'gaz

| Other activities

1131
| 50

| ; 29.

19,

:8 1782.5
|

}573

1909,

b2
8.
27

.5
;og 58.0

3 955.0
0 3.6
8 43.5
31040
125.5

5 ;223.0

2T 66,2

1! 81.8
01 4.4

i
i
]
1

141.4

T, 28.0
6! 21.1

I
31 955.0

664451 827.5

|

85.9 .

. 1053:0
: 5.3 -

L35

15.2 ;

2770
80.6

111,2 ¢
23,3 !
116,9 °

165.5
80.0
36,5
25.7

- 2125.0

- 1053.0
21072.0

5.0
20.0
21.0

20.5

TTe7

13.5
8.0
15.0

7-5
16,0

13.5-

Te5
13.0

-5.0
2;.5

15.8 - £.0
. 77.0 1 21,0
100.0 ' 26.0
. 83.0 22.5
'120.5 90.0

33,0+ 10.0

54.0 | 15.5
29.5 9,0
56.5 16.0

26,0 8.0
60.0 | 17.0
8.0 . 14.0
3.0 ¢ 9.5
35.0 | 10.5

"15.8
61.5

5.0
17-5
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SEVENTH: INDUSTEIAL PROCRANS - - ]
- Extent of Participation of Italiaﬂ%brganizations in the
exccution of Industrial Projects, ; -
1— Funds: o
IteéTriiZm Programs in the Flan ' : Estimation for
; ihe 1973-T5plan
R } Indusfrialization: ) L ‘
0 A Pood Tnaustries - o .28 989 000 |
E B Spimning, weaving, clothing and lether induﬁmieqll4 833 OOO‘ 
! c .Wood, wood products and furniture industry E 8 000 0QO0C
{ d Chemicals and chemicals products industry %15 240 000
j B Ketallic, engineering and electrical l
é : products industry _ £ 22 966 000
! P Cement and building materials industry %40 807 000
é. G Development of productive units - . .1 000 000
i B Pertnership and establishing of new companies i‘- 500 GO0
’ J Training _ | 3 000 000
2 ' Industrial Research:
PA Technical and economic studies and researoches 2 500 000
2 Minning and Geologioal studies dnd researches 2 943 .670
3 | _ Encoursgenent of Industry:
A Contribution to current consumption  © - | 2 500 000
B | Marketing of national products 141 000
¢ ¢ Industrial Training | b ' 2 876 000
D Industrial education a 1. 7% 060
4 - Development of Traditional handicrafts 1 452 000
5 Developuent c¢f aquatic wealth | o 7 460 000
6 % Industrial and real estate loans: |
é' A Real estate loans 165 000 0CO -
B Industrial loans ' a | 6 000 000
Grand total of the Chapter 228 154 000
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3. DIFTICULTISS AND P OPLIMS FLCING IN._USTRIAL CoVvILODMENT:

The scctor of Industryis faced by several problems whieh hinder

its development, Some of these problems are embdied on.the sector

itself while the others are found in the cther econonical sectors

having relation with tie developmnent of th: sector of industry.

- Such nroblems may be given in brief as follows:

1~ Lock of teehnical, ecenomical and mining rescarches and studies

which are to be ccmsidered the foundation stone for establishrent

" ond execution of industrial nrojects according to sound scientific

fundarmzntals,

2~ The snallness of the obsorbing capacity of the local markets

in adiition to lack of organizational power to cormpete with fereign

merkets, thus industrics of Lig economic aspect can not take existence.

3~ Lack of industrial consciousness in th: private sector and its

retirement and hesitation with respect to investment in industry,

4- Lack of workmen specially these specializins in the technieal,

administrative and orponizational asiects,.

- 5- Inadeguacy of basic facilities in the locaticns nominated for

catablishrent of industries in same, with articular reference to

eleetricity, roads and water, sewerage and the high costs required

for sveclhr achieverents, in addition to lack of dher auziliary services,

6- Inadequacy of producticn sufficicncy in industrial projects

which is in tura reflected upon high costs of production and weak - -

possibility of competing similar products,

7- Wealr ability cf exccution of centractor ond the existence of
sufiocations in the availability of building matoerials, the thing
that would lead to delay in execution of coutruction projects, not

time shedules fixed for their implenentation,
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OBSACTIVES GF INDUSTRIGL DIVALOIISCUMT STRLTICY »

CBJECTIVIS :

1) Sffceting devclopment in the sector of industry in an
annual combined ratio of 24,57 and in tho total iocustrial

income, in an annual combined ratio of 2575 .

2) Changin., the industrizl structure as corpared with the
total production frem 4,3 # in the basic year 1972 to
6% in the last year of the plen income from 2. % in the

basic year 1972 to 3,4 in the laost year ol the plan,

The two enclosed tables show the olxjectives of ¢roduc-
: J i

tion anéd income in the sector,

T3 STEATIGY

Below is the stratezy and the priorities and peolicies of the

industriel developrent of the threc-yoar plan , and which
forms a stage of the proposed leng plan, ziving oriority to
the branches of industrial activity necsssetated by the con~

siterations and requirements of the current growth stage aimed

at, and which are as follows:

a) Basic alicentery industries to reet the ‘néreasing con-
surption demand and in order to realize self sifficiency
ﬁith regard to these cormodities, Thése industries will
lead to exploitation of the agricultural, animal and
fishing profucts which are lecally aveilabtle, through
linking agricultural expansicn pregrans and the industrial
preograms by way of establishmont of infustries that would
absorb the agricultural and cnimal production exceeding
the requirercrnis, of local consuption, Also establish-
mentiof industrizs that would render availatle the ro-
gquirerients nacessary foe developrment ¢f eaimal products

(fodder inéustry);
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The industry of building rmatcrials anc. construction
necéSsdry Jor enderin: available the requirements'for
execution of development plens in the various scctors

se &s to do without importation in this asuect gradually,

Engineerinz metallic industries whose final production is
used as medium commud1t1es such as reinforcement steel,
pipes, agricultural tractors and trucks ete,. such 1tems
contribtute to execution of the projects of other sectors
and trucks-etec,, snch itens contribute to execution of
the projects of cther sectors with particular reference
to the sectors pertaining to agricult ture, building and

construction and oil ,

Chemical industries whose raw materials are available
locally anéd which would render availﬂkle the productlon'
requirenents for other scctors and ot the sape time de-
velop exploitation of available natural raw materials,
such as the industry o iertilizers, caustic soda and

.chlorine, ete.,,.

Correncement of execution of g long term program for the deve-
lopment of petrchemical iﬁdustries, due to atundance of huze
reserves of gas and oil of Ligh quality meking possible the
establishment of petrochemical industrics so as to represent

a pushing; force for an integrated infustrialization progean

of cstablishrent industries based on notural gas for pro-
duction of Broylene and ﬂtbylene gases as well as netrogeine
fertilizers and utilization of gas.as fuel for industrial

-estates beside estgblishient of oil Ly-products industry,

Completion of techrmical and econoric studies for establish-
rrent of the iron and stecl complex on the basies of explei-
tation of natural gas and iren row praterials locally avai-

lable so as to form a solid base for englneerln* and metallie

industries in ¢ long run,
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b FXTENT CF DALTICIRATTCN OF ITALISN CRGAHIGATICNS IN -SOM3 fmOJ3CTs8:-- --- - -
- : If we had displayed in this surmory. some of the gencral aspects of 3
' the developrent plon with particular dedication to the industricl -
* . ' ’ -
N scector it would be worthwile at this stoge to refer to the foct é
- . . n H
that the execution of ithis ulan hod effercd an open chance for K
- the international firms to compete acong themselves with respect :
to execution of the various projects, ' BRI T
Italion organization bad porticipoted vp to now in several projects :
- : £
vig s .
[~ ¥
¥
1- Consultive services concerning mining and cement projects, F
2~ Dxecution of severel projoets such as ¢ ;
a) Corn mill projects in Tripoli, Benghazi ond Marj,
b) VWashing and spionirg wall project in Al Marj. 3
¢) Lime factery in Benghozi,
d) Expensions in the indugtry of minocrcel waters in Tripoli.

' ¢) 4 factory for Dates jem in il Kbhoms.

f) 4 foctory for conning vepetables and fruits, inm Tripoli. ' - g

, ‘ o g) A factory for pressing and paciing of dates in Heun . -

- ' + - L) - > 3 - IE

. i). 4 furpiture fectory in Tripoli andeother one in-E1 Beida,

: j) & lime factory in Benghaszi, ;
Lind somz other projeets which we cannet Getail now, bearinz in H
mind that the cost of contracts of projects alone amounted to approxEi-
motcly 18 millien Libyan Uinars, _ .

1 : : o

. ]
In conclusion I have only to repeat my thonks to the BEoard of ‘
T . the institute ond thoe university ond to-all those who helped in L
. moking this chance availablle for us that we nmoy throw sorme light I
: . . |59

oo .~ on somec of the aspects of tic devolopment plan in onr country, i

Witl: kind regards. o
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INDUSTRIAL DEVELOPL T AND PROJECTS

INTRODUCTION

Modern Irag, as a separate political entity; came into
existénce at the end of the First World War; The Republic of

Iraq was establlshed in 1958 after overthrow1ng the monarchy in

“the July 14 Revolution. Iraq has now a stable polltlcal

e

_organlzatlon and aamlnlatratlve set up whzch is endeavourlng

to bring about rapid eoonomic-development-of-the country on

Iraq 1s currently pa931ng through an exciting perlod of

1ntenslve economlc and 3001a1 development. 1nVOIV1ng enormovs

' capltal investments in dlfferent sectors. ‘ The Government is

very anxlous to utlllze the ava11dble resources and fundg for

-'speedy economic development of the country, to cut dOWn the
: perloa normdlly requlred to be self-rellant and to bulld up
1naustr1a1 powser 50 as to reach the take-off stage at the

-earliest opportunity. The Government has adopted the

technique df planning as the principal tool for this purpose.

The ultimate objective of thege plans is of course to accelerate.

the rate of growth. of the economy, . to briné about substantial’

jmprovement in the standard of living of the Iragi people and %o

$
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Location & Topography =

attain higher_prosperity'an&-advancement of the'dountry;r Bven
during the process of achlev1ng these . ObJBOtlveS ‘some 1n1t1al
sacrlflces on the part of the people are necessarys there will

be no hesitation 1n adoptlng pOllCleS whioch ultimately 1ead

: to the.attainment of the desired goals and spéedy dev@lopmeht.

Iraq lies between the longitudes 38° 42" and 48° 23! Bast

and latltuues 29 27" and 37 23" Horth in ¥West A31a. -‘ iraq

is 1deally 51tuated in the Mlddle Hast and proviaes a llnk

between'the West'and the East. With'suitable arrangements
with the boardsr countrles in the north, it prov1aes the
ea81est land axis hetween the Medlteranean and the Arad Gulf.
The length and breadth'bf,the country are approximately

1000 km andr750 km fespectively. ‘The total area of land iér
ﬂeafly 440'000 éq.kmc " As regards toPOgraphy, in the North
thera is hlgh reglon of Kurdlsh mountalns, in £he centre ars
- the river baslns of. the Tlgrla and Euphrates SlOplng dowﬁ
South to the headwaters of the Arablan Gulf, -the Western and

southern parts conaist of ueserts whlch join the high plateau

. T -,

LR

of Syria‘and Arabian deserts.
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‘irrigated areas of cultivation lie, oocuﬁies the fioor-of a
great depression. In the lower part of.the:plain,-there are

extensive areas oflshallbw marshes., To the north-west of Baghdad,

‘the administrative units under the Central Government. . The. area

. 3 per cent and at this rate the pbpulation'may reaoh‘ll_

. million in-i975‘and over 13 millibon in 1980.

The alluvial plain of lower Iraq, in which most of the

in the ares between the two rivers lies a tract of desert known

/

ag Jazirah. The two. major riveré of'Iraq_are the Tigrig and

Euphrates both'of.which,rise in the eastern_mountainous region

of Turkey and enter 1raq‘on ité'northuwesfern border. .
-

The country has been divided into 16 Muhafadhas which are

of each Muhafadha differs and is'moétly determined by the

administrafive'requirements oflthe‘reggon.

-

Population =

‘Airaqfs pppulafion in 1947 was 4.8 million, increased to

6.3 million in 1957, 8.1 million in 1965 and was morTe than

10 million in 1973. The annual rate of increase is about

e B e




INFRASTRUCTURAL FACILITIES

| | Transport s | o e

Iraq is utilizing all modern means of transpori, namely, -

; Y T A e e L : -
S T T O o s

' - - modern roads, railvays, river, air and cil and gas pipelines.

Transport snd communication facilities have been developing

BT

T

fast in the c¢ountry and all major towns and haditated places

b
i

TR

are gonnected with'adequate means of transport.

Roads occcupy a major place in the transport gystem of Iraq.
T 1951 there were 2732 km of paved and 3906 km of unpaved roads
L S which had increased by 1970 to 4793 km ana 4568 km respectively.

The principal trunk roads of Iraq conneot ¢
T . -~ .

r ‘7 S 1) © Baghdad with Northern part of the coﬁntry, nemely, Mosul,
. 7 Arbil, Kirkuk and Sulaimaniyah

2}  Baghdad with Remadi and then to the Syrién and Jordanian border
in the West '
3) Baghdad with Baquba, Khanagin and then the Iranian border,
- in the Bast =~ - T '

4) Baghdad with Southern part of the'couhtry,'némely, Kut, -

Amarah, Basrah, Fac and Um Qasr (and Kuwait border)

§)  Baghdad with Hilla, Diwaﬁiyah, Hagsiriyah, Basrah, almo in
‘the South | '

6) Baghdad with Kerbala an¢ Najaf in ihe South-West

e et
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Iraq has both metre and. broad gauge railwéys operating in:

alfierent parts of the countyry. The length of the railrosds wus

! 1,670 kms in 1960,which incresged. to 2,235 ks in 1970.  The
three main railway lines running across the country aré 3
1) Baghad-Mosul-Syrian border

-2} 'Baghdadeasrah—Um Qast R R
- 3) . . Baghdad-Kirkuk-Arbil

River transpdrt has been one of the oldest means of

D T

transporting men and materials in Iraq. The perenial rivers

Tlgris and Buphrates provide good means of transport. It is

o g
ST e
o o, T R

T

now pr0posed to 11nk Tigris and Euphrates by a navigational canal

% i S

in the middle part of the country. ',': - 7~;4" oL

Basrah port has been establiéhed in the”backwaters df
Shatt Al-Arab the river formed by the confluence of Tlgrl? and

Euphrates. The port has all types of modern facllltles for

berthlng, loaalng ‘and unloadlng of vessels and its capacluy im

proposed to be further increaged in the near future.

i< Within a distance of 40 km Iraq has another'modern‘port;
- namely, Um Qasr which has facilities for berthing of mcdern
slarge vesscls. . . In fauct the hinterland of Um Qasr is

L T .

proposed to be dgvéloPed into a big indusirizl complex of Iraq.
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In recent years air transport has been fast developing in
iraq. Air terminals have been established at almost all the

important cities of Irag, namel?, Baghdad, Basrah, Mosul. and

 Kirkuk. ey

With the development of oil resources of the country, Iraq

establlshad pxpellnes connectlng the main crude oil prodaclng

fegions with ports and oil refinery centres. -The o0il producing

belt of the North in Kirkuk has been gconnected with two'pipaliﬁés

with the Mediterranean - through Syrie and Lebanon. The Kirkuk

0ilfields have as.welllbeen conneote& through a pipeline with the
Refinery at Baghd:d. Similarly, a pipeline has been established
connecting the 0il producing regions in the. ‘South at Rumaila with
Fao and Deep Sea Terminal on the Arablan Gulf, . These plpellnes

handle most of the transport of crude 0il for exports as wWell as

_to the refineries in the country. Pipelines have als¢ been

-

established for the transport of natural gus to the p01nts of

thelr 1ndustr1al utlllzatlon. The length of the 0il and ges

pipelines 1n 1972 wes ‘about 3, 600 km and 875 km respectively.

It is now pr0posed to. connect the 011 fields in the North w1th

those in the South by oomnstructing a new pipeline between .

Basrah and Ha&itha, With the comyletion'of thig pipeline all.

‘the develdpad oil fields of Iraq will be interconnected and

" will form one grid. =
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Development of tfénsport has been planued according to
. requirements cf,different areas and there have been no
difficulties-or-complaints of laék oi‘transport facilities,
In fact, the‘allocations for transport during the different”
plané have taken suﬁstantiallpoftion of the toial aévelopment
funds. It has baen the policy of the Government to adequately.

develop infra-structural facilities in all parts of the bountryT

so that development is not. hindered.

Power :
Government has give:n prime importance to the development

of elec%ric‘power ih'Iraq. The generatioﬁ capacity has increaszsed 7

-from.28,5 MgW in 1950 to 774.0 MgW in 1973.. The £&8% - growth

" of power generation is given in the table below 1

-

Devel opment of Power Ceneration in Irag

Generzticn Capacity

_ Year (i) _
1950 L 28.5

1955 - 41.0 |

’ 1960 Sl o L 193.0 ’y X

< 1965 coo i 23805 wiomy L gae

1970 . 561.0 ;
1973 ' 174.0 |
1976 (Planned) "7 1284.0 e
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Most of the.power generated in Irag is ultimately power E
frbm_gas or oil. The main power generating stations havaneen. %
interconneeted and form a national poﬁer gfid which is managed g
by the National Electricity Auminigtration. ﬁuring the next %
6 years Iraq proposes to spend approximately‘ID. 250 miilion é
on power geﬁeration which‘will add nearly 3000 ﬁgﬂ to the. ?
generéting capaoity. The power rates fdr industries are %
as umler : : | B L ?

Fixed charge ID. 0/313 per kw per month for loads of %

mdre than 600 kW. ' ‘ SR B o :

4 Fils per k¥Wh fer the firgt 150 k¥h per month
3,5 Fils per kith for the next 150 k¥Wh per month - . - .
2,5 Fils per kWh for over 300 k¥Wh per month

4'Besides, Irag is planning to generate cheap power for bulk
electrlclty consumlng 1naustrles liks alumlnlum, steel and

stael—rerolllng.

Water : Gt rent e e

Avallablllty of water haB not presented any. maaor problem

‘for 1ndustrles in Iraq. Most of the 1nduatr1al unlts, partlculavlv

large ones, have becn located near the banxs of rlvers 80 that they
are able to

obtaln their water supplles from theae gources. Sub-soil
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 water is either not easily available or it is not of the required

standard. However in moat of the indusirial projects water

treatment plants had to be installed to obtain.watér of.thé

requisite purity.

Human Skills‘:

T

Industrial growth is a recsnt phenomenon’in Irag. Lack

_of properly qualified human skills with requibite experience has

no doubt beén the main donstraiﬁt in the speed of iﬁduétrialization,
aﬁd help of éxpatriates hiad to Be dought. The country is‘in the
pfocess of building up the requisite ﬁan power which may‘be
required for the futuré incugstrialization programmes. Irag has

get up technical colleges ana instiEutionsrto provide education

in different disciplines but the yorng graduates and diploma-—

)ﬁolders emerging from these institutes have yetltb get.suffioient

.

- .o

”éiperience to fulfill the requirements of skilled workers,

5uper§isors and~midﬂle,management‘caerSa - Most of the technical -

“pergonnel working in different industrial projects had to be -
" built upiloocally with the help of in-plant training imparted to
| progressive and intelligent persons selscted from different

o
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_institutiqna for the building up of its own tochniocal man-power

. and engineering skille 80 that it can undertake to do thingsrén

'prccess.

- flowing thfough the country provide water facilities to & vast expanse.
‘of land and this gives Irag a distinct advantage over other countries

" in Weszt .Asia.

‘ The maJor agrzcultural orops are wheat, barley, rlce,“dates, tobacco,

o s B

0.  F

"Iraq is s4%ill in the process of organizing adeguate

b

its own and its dependence on expatrlates is reduced to the
minimum. Building of man-power is however a time-~consuming
The country will have to take substantial help of

the expatrlates durlng the Seventles to put through 1ts env1saged

programmes of eoconomic deVelopment,

WE .t P AR e -3 C L e

LOCAL RAW MATSRIALS

Iraq has abundant natural resources which give it a great

potential fdr'development.‘ ‘The 2 major rivers -~ Tigris & Buphrates - .

The‘fdtal area of cultivable land is about 12 million‘

hectares‘oﬁt of which only dboﬁt 4 million hectaraw are cultivaﬁed.

sugar, cotton, some frults and vegetables. Iraq is also endeavouring

to have a breakthrough in 0il seeds 50 that it can produce both edlbl°

-
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and non-edible bils; The agricultural resources of the country
Vtheraforarprévide good scope by déve¥0pment of VariOus féod
industries like flour mills énd bakeries, food processing,
préservation'and canning, vegetable dehydration and preservation,
vegetable oils and hyarogenated oils, gugar and conféotiohery,l
aerated water, beer and distilléries. Iraq is also developing'
fagt its'animal hugbanéry and dalry industries which cover milk,

milk products, cheese, butter, etc,

Iraq also possesses goold mineral resources. It hag an

abundantly rich supply of mineral oil and natural gas. Proved

‘reserves of 0il are estimated at 4.7 billion metric tons and thdse

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 than 250 billion cubic ft. per year, out of which only about

15% is utilized and the rest burnt.

Apart from the gas and oilrrésources, mineral deposite, such
as, sulphur, phosph:tes, salt, limestone,'gyﬁsum, marble, bentonite

sand, stones and other non-metzllic minerals exist in abundant

quantities. There is :a poggibility cf the occurrence of metallic
. minerals also, like, iron ore, copper, chrome, zino, bauxite, eto.

- for which geological surveys are inlprOgress.
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annual growth of77.6'per cent. During the last 3 years the growth

rate has exceeded 12 per cent per ammum.  The per capita income in

1z,

The industrial system of Irag has, therefore; to belpfimarily

based either on oil or oa non-metallic minerals which are easily

~available. Mechanicel and electrical industrial projects, which

require iron ang steel and other metals as their principal raw
materials can at preseni be developed with the help of imported
raw raterials only. These important facts determine the structure

of industrial programming for Irag. Cr

ECONOMIC GROWTH

As macTo economic indicators, fhe Gross Domestié Product of -
Iraq in 1972 was about US & 5 billion while it was less than US § 2

billion in 1960. During the decade 1960-1970 the GDP has shown an

1973 was about US § 600. The compesition of GDP-énQ the share of

N
z
£

AN

the different sectors in 1972 was as follows 3

Agriculture 210 %

Mining & Petroleum o 28.3 %
: Menufzoturing: L 10.5 %
- Other Seotors - 40.2 % .0 .o

Total 100.0 % . S

SR




&
z
a3

g

&
el

ERIWAT T i, o e

13,

Tho amployment pattérn has been that in 1970 there was a
working force of about 2.7 mllllon out of which 55p wars employed

in agrlculture, Zp in 1naustry and 38% in other sectors.

IVDUSTRIAL DEVELOPIINT L

M1l 1956'a11 indﬁstries in Irag wers in the‘priyéte‘secqor.
The econtmic and political oéndiﬁions which fhen existed wefe not
conducive tb inﬁuatriai developmént on-a lafgé gscale. The econcmy
was fundéﬁeﬁfaily‘égricﬁlturai. Oii éx?lﬁration,liﬁs extraction
and exports were iﬁ'tha hands of foreign companies. The
administration did ﬁot h&ve a progressive outlook. . 'Indﬁstrialization

was confined to bvasio consumex 1ndustrles, like guln—mllllng, te tlles,

bricks, utengiles, buckets and other commodities of day»to—day use.

'lThere was a sud&eﬁ spurt in Gévernmént'féveﬁuas ff;m&oil,
réyaliies in 1950%s due to increase in‘ﬁroduétion'ofjcrudé gilﬂand
the 50-50 agreeﬁent with tﬁe 0il Compﬁniés, It wag .algso then &ecided
fé utiiize these new‘resources for the économic developmént of +the
pountry." 1951 mérks the beginning of fhe‘era of planned development

in Iraq. Several plans have since been formulated and.implemented.

* Another 1mportant event was the 14 July 1958 Revolution Whlch ended

" the: monarohy and establlshﬁd the Republic of Iraq. The new regime -

:
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concentrated on 3 major fields namely agrarian reform, increased

0il production and accelerated industrialization.

Good success -has been achieved in carrying out the Agrarian

Reform progremmes and efforts are now being made for modernising

agriculture by introducing machinery, fertilizers, improved seeds,

¢

'irrigation and drainage and to diversify the production capacity

of the agricultural sector. With the sustained progress and
development cof agriculture it is hoped it shall be'pbssible to
undertake establishment of rural industries and develop a

5

decentralized industrial sector in Irag.

Increase in oil production had faced some gdifficulties in
the .1960's due to continued control of foreign‘oii compaﬁiés on
0il extraction in Iraq. It was felt necessary to develop a

national oil gector in order to have adequate control over oil

extraction and its future development. The Iragq National Oil

Company (INOC) was established and it produced oil for the first
time in April, 1971 in the North Rumaila Cilfields. Surprisingly,
the reaction of the foreign owned Iraq Petroleum Company_(IoP,C.)

was not a favourable one and it graduslly 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 economio development
of Irag. It was under such conditions that the Government of Irag

had to take the historic dscigion on 1 June 1972 teo nationalize the

operations of the I.P.C. In 1973 the Americsn and Dutch interests

of the Basrah Petroleum Company (B.P.C.) wers also nationzlized and
this has brought about 80 per cent of Iraq's orude o0il production

and exports under the direct control of the Government.

lrﬂsrregards industrizlization, the period 1950's is important
~for the faot that. it marks the begiﬁning of the public industrialr
gector in Iraq.- In response to a strong national demand, tﬁe'
Government decided to set up six public sector projects, namely,
the Bitumen plant in Quyara, the 0il Refinery in Baghdad, the
Cotton Textila aﬁd the Sugar Factories in Mosul and 2 Cement
Factories in Hammam Al-Alil and Sarchinar reépecfively. The
perloa 1950—58 has, tnerafore, been characterlsed by the |
development of both the publlc and prlvatu sectors although the
 §0vernment,1nvestments,1n 1nuustr1al progects Wwere comparatlvely
_sméll'in relation o other sectors, Between l§51'and 1958, ﬁhere
was an investuent of‘in 34.9 millioﬁ in the Public Industrial and

Power Sector.

i
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a.Provisional Eoonomic Development Plam'for'the years 1959-60 wasg
introduced ﬁith a total allocatiocn of Iﬁ. 328 million in which
the sharo of the Indﬁstrial‘Seotor ¥was put at ID, 32.8 million,
- Tﬁis was féllowed‘by the 1961;64 Plan with an investment of ID;'445
'million.‘ The share of'indusﬁry and eleofrioity in fﬁis Plén vag
raised to ID. 122 million. In the next Five Yoar Plan for the
period l§65?69} the total plan investmenﬁ ﬁas ircreaged to ID. 668

million and the share of industries and power to ID. 187 million.

The important feature of this Plan was that in view of the increasing

inportance of industry and power, the allocation to this sector

[

wag the highest, namely, 28 per cent and its actudl execution during

the plan pericd was also the highest amongst all sectors.

Iraq is ﬁresently excouting the 1970-74 PlapQ Thig Flan
originglly prpvided for an invéstment of‘ID. 536.9 million hut
this was subse@uently revigsed to IV. 952.5 miliion which wes a
substantial inérease over the earlier planz. In June 1972; the
foreign‘oil‘companiés in the North were'nationalized,'and the

Government expected to have substential increase in oil productioh

to provide resources for new development. In the revised allocations,

the share of the'Ihdustry and Power Sector was placed at ID.7207.25
million = 21.7 per cent of the total allocation. In aduition o

this central plan allocation, the industrial programmes include

~gelf-financed investments by the 3tate Orgenizations and compenies:

BRI A LR NPT N PR e B N ¢
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Since 1959, 3 economic plans have been formulated. In 1959,:

R aeba il St
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amounting to more than ID. 380 million for the period 1970~74.
In view of the sudden improﬁement in resources, the allocation

' to the industTial sector for the 1974 Annual Plan has been

increased to 1D, 225 million.

i

'The brief history of industrial development gi&en above

will indicate thﬁt‘althoﬁgh Irag had to face veryimany.difficulties
and odds, it has established ade@uate machinery and organizétion
to plan ite futqre-industfial Gevelopment and to execute the
projects. In-view of adequate resources, it is hoped that the
rate of growth in the‘Industry and Power Sector shall be: much

‘accelerated in the years to come.

T e N L S A I S T Lo N

Pattern of Industrial Crowth ¢

By 1972, Irag bad achieved initial suocess in establishing
many large.scale industries in the country. The pattern of
! ,iﬁdustriulization has been that Irag has established industries

required to mest the basic consumer needs of people, to process

the locally available raw materials, to provide basic inputs for

agriculture and other sectors, and tc‘gradually‘start agsembly

of somewhat difficult and complicated itoms. .

0
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- The industrial development of the country has largely been

ﬁesource baged. Since the mein emphasis has been on consumer

industries, Ivaq has given importancé 0 the establishment of gf
agf;-industries, namely, grain-milling, fruit preserQation ahd'
éanning, vegétable oilé, dété-processing, sugar, pigarettas, and
{extiies,‘ Iraq is also‘estéblishing i£dustries like, glass,

0il refineries, sulphﬁric acid, caustic soda,>feftilizers, ﬁhiqh \
aré Bésad on locaily available iesources and raw materials. Of
late %hé countéy is anticipafipg to eﬁter int§ the'secbndary |

stage of its industrialization programme when it proposes to

establish industrial vprojects based on imported raw materi&ls

like iron ore, bauxite, etc. and to manufacture capital goods f,'m._

‘ag well as intermediates and semies.

met the domestic demand and- even started exports.

Supply to Domestic Market : - v

! ;Since the industrial developmeht‘of Irag has 80 faf been
1argeiy consumer-oriented, é_major part of industrial output
is being utilized for internal consumption.  The tablelbeldw
indicates the growth of some consumer and construction material

industries in Iraq and the extent to which they have inbreasingly

bR e R e e
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Increasing Share of Internal Produciion in

Domestic Demand

19.

e

Bstimated

Fer cent of

. . Internal  Local Prod. deee
.COmmodlty wYear -ngeft;o . Production to Demand -Rema;ku“
cman : . (Per cent)
(1) (2) (3) (4) (50 (6)
Textiles (cotton) 1960 13 29 40 %
(million sq.m.) 1970 . 92 45 48 %
Sugar 1951 76 0 0%
(000 Tons) 1959 172 12 74
o . 1970 273 60. 22 4%
Vegetable Oils 1960 23 22 9€ %
(000 Tons) ‘ 1970 56 57 102 % Surplus -
o : Exported
Toilet Soap 1961 5620 5509 98 & o
(Tons) - 1969 6843 7311 107 %
Detergents 1961 10225 7066 65 % .
{(Tons) 1969 11547 12272 106 %
Cement 1960 .- 136 813 . 110 % "
(00O Tons) 1970 1210 1543 128 %
EJ&’.EOI“‘tS HE

Irag's largest export has always been crude oil which occupies

the premier place in the country's exports. Besides oil, Irag is now

endeaﬁouring to export other industrial items. . Good success has been

achieved in the exports of cement and fertilizers. Another important

“item exported ig the processed dates for which thiS'couﬁﬁry iz the

largest exporter in the world.

in the export of items, like, textiles, detergents, moap; shoes,

leather goods and other products.

Some success has also been achieved

—

[ e—
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An indication of the indu trlal progress made by Iraq can

be had frow the data given in Awnexures I, II & IIL

GOVERNMENT MACHINERY & INUUSTRIAL INSTITUTiOHS

‘With the‘increase in 0il rsvenues and the Government aecision
to utilize thase funds for the economic Gevelopment of the country,
in 1951 the Development Board and the Mldlstry of Dcvelopment were

t
set-up. These organlzatnons were given the functlonD of plannlng

and implementation of industrial and other developmental projectsb

After the Revolution of 1958 and with the ihcreasing importance given
to;puhlio'sector; the De#elopment Board and the Ministry of
Development were sunerseaed by the Planning Board and the Ministry

of Plannlng and a separate Mlnlstry of Industry was as well constituted.

" Even sinde 1959, the Minigstry of Industry is the prlnvlpal organlzatlon

to look after the 1ndustr1a1 development of Irag. It formulates the
proaeots Wthh are evaluated and included in the plans aftexr the
approval of the Mznlstry of Plannlng and the Planning Board.' Since

the public sector is now the main thrust of industrial development

of Irag, a major responsibility has devolved on the (overnment to

continuously carry out research and develop new projecis necessary to

meet the economic development reguirements of the country.
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f‘ The Government has been following a dynamic policy for

J : S . . .
establishing irstitutions for formulation, implementation and
maﬁagement of public sector projects. The Ministries of

Ihdustry and Planming jointiy consider the need of institutions.

necessary in this regard, and during thy last decade the

following institutions have been established

1) State Organizetion for Industrial Design & Construction

This is the mest important organization for planning and
implementing new indugtrial projects. It provides a
necessary engineering and technicel services. It has a N
design cell, a congtruciion deparitment and an advisory
adminigtration which serve as consultants to new projects.
0f course Irzg cannot claim to be self-sufficient in the
matter of engineering and consultancy .services and help isg
gsought from foreign organizations in this important aspect.
The staff and perscnnel of this organization serve as the
local counterparts of the foreign experts. With the large
investments anficipated in the indusirizl sector this '
organization will have to handle the most important
developmental work in the industrial sector. A

2) State Organization for Weaving & Textiles

This organigation looksg after the management of 17 different
industrial units sugaged in spinning, veaving and dresgs—
neking &5 well as 13 small units for making hand-woven

carpets.
3) State Organization for (homical Tedustrios ,
" This organization looks after: - projects undertsking leather

tanning, manufacture of leather products and shoes, cigaretties:
matches, paper, soap, detergents, fertilizers, etc. ‘

4) State Organization for Consiruciion Industries

"This looks after 6 cement factories, one asbestos and 3
cement products making units, one glass project . and 3
projects manufacturing bricks. It is also supervising
the conmiruction and expension of 3 cement factories.
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5) Stete Organization for Fngineoring Industries

This orgenization looks after 4 projects manufacturing
mechanical and electrical items as well as 3 asaembllng
units for trucks and traciors.

e AR et T o
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6) State Organization for Food Industries

oo . , This organization locks after the food stuffs ©to.
: " industries like vegetable oil, fruit preservation and
canning, soft drinks, dairy products, sugar ¢10.

s iy

00 T o ' P R
7 State Organization for Drugs
This crganization works under tho Mlnlstry of Health and
locka efter one large project manufacturing antibiotics and
o) . other drugs and pha maceuticals in Samara.
8) - Biate Organization for Planning and Implemcntatloﬂ of _ ?':

01l Projects:

Thig organization works under the Ministry of 0il & Minerals.
It looks after the oil and mineral projects, oil refineries
and =ll projects connected with extraction and export of 011
1nclua1ng 0il pipelines, oil tﬂrmlnaxs, etc.

It will therefore be seen that Iraq has been able {o set up
institutions ﬁhich canllook after the“establishment of new

industries and their proper management. - S :

Iﬁlthis conneétion it may be added that the Ministry of

Ta Planhing has a full :ledged Industrial Department which:works in
olose liaison with the Ministries of Industry, 0il & Minevals as - |
well as othexr organizations concerned with the industrial and

other secctors of the economy. The Industrial Department prepares - . j

R
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'-mainstéy of the economy of Irag.

23,

the annual and five-year investment programmes, undertakes t¢

allot priorities to the differehﬁ projects and decides the

pattern of indugtrial growth of Irag. Thig Department'is

principally concerned with industrial plumming ofrthe country,

formulation of projects; their evalustion and follow-up of

2

implementation. Co _ '
pLsmE INDUSTRIAL STRATEGY AND POLICY

‘The Government of Irag assign a major role to rapid

industrialization in their economic development strategy and are

‘intercsted in the transition of the country's economy from

agriculture to an agro-industrial one. The contributicn of

the ‘industrial sector to the GDP should increase substantially

- and the industrial siructure should be based on modern

technology. In course of time industry should form the

.. In kesping with the socialistic objectives, the industries
in Iraq should on the one hand ba able to meet the basic

consumer needs and zmenities of the people according to a

‘preedEtermined standard of living and on the other build up

_a self-gustainod. and self—felianf'growth. This reqﬁirés
édééuéﬁe g}owth.of (a)'éonsumer industries, (b)-prébessing
industries which oohverﬁ the‘availéble‘raw materials into
intermediates and‘finished products and thué enable the-ooﬁntry

to reaiize the best value for its raw materials which in turn
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; may provide adequate resources for future growth, and (c) +technologically ‘
s ' advanced engineering industriss so that the country in course of time £

i ‘may be able to teke care of its future industrial development and

projetts. L S

u.,
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VSelection of Industries :

Precently the economy of Irag is basically depenaent on the

output of agriculture and rineral oil, Sale proceeds of mineral

AR BV e e R e

set up large refineries both for fuels and lubes, fertilizer

oil are t@e'main resourcas of the GOuntry.: The_induStrialization
; programmes will therefore have to be basew on proper utiiization
2 ‘ of agriculturai output and-minerél,oilf " Iraq has feached the stéger
when ﬁhe input/outputlrelationahiﬁ between agricdlture and industry
"isvsuch that fﬁrther pfogress 6fVagriculture‘itself depends onlthe é @”
d?veiopment of indusﬁries which cén on the one hand congume the E
; i T | 6utput of agriculturé ahﬁ on the other provide fhe required inputé{ :
i_ v ~Sﬁ¢h'as hachinéry, improved implements, fertilizers, etc. for |
: agriculture. = - B P : 5
E? : Irag is:presentlﬁ exporting large quantities of crﬁde : ?
.i mineral oil. Gradually,‘ﬁhese exports shbuld be increassingly ;
replaéed by fuels, lubes, fertilizers end other interﬁediates g ?
and semies based on mineral oil, Iraq,'therefore, wduld like to i
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factories, petro-chemical complexes to manufacture caprolactum,
pelydters, xylenes, carbon blao}z,'acrylonitrates9 poly vinyl
chloride, plastics, ethylene, organic chemicals, pesticides

end insecticides, butadine and other industrial products.

"Iraq lays siress on the development of consumer geods.
industries so that the country is able to support from domestic
production the demand for essential itsms like housing,

processed food, clothing and other day to day requirements.'

_DeveloPment of these industries would wlgo help Craaté a'base

for large and capital goods industries.

“iii Trag is also interested in the development of heavy -and
large engineering industries so thet thore is required. technological

development enabling the coﬁntry 40 establish and rTun sophigticated

.

projects on its own, in place of being deponient on imports.

Establishﬁeﬁt of sophisticated metallurgical and engiheering
industrieslisla time consuming proceés. These projects generally
require lbng-gestation periocds for requisite'capabiiities t0 ber
built up. Necessafy work in this context nseds to be initiated

and managed in the near future.
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Iraq is planning fox en integrated -industrial Stmctﬁy;e, taking
into account inter-industry iinkages, so that maximmmlinfernél;and
exférnal econo@ies are acﬁieved and vastes are avoided. ITowards
this aim? the programme is to establish industrial complexes
cgﬁprising éf gTOUPS of intérTE1atéd products, For examplse,
proaucts like salt, caustic soda, paper,‘rayon-fibré are taken
és a group, so that their input-output rqlationships are utilized

for gpeedy industrialization and maximum economic benefit.

Iraq believes in selectiﬁg the most aﬁpropriate aize aﬁd‘
tecknology for its industrial.projecfs, they should be.mOSt .
suitable for the economy and‘workihg coruitions of Irag and be
éble to yielé maximum economies of scale anu high returns on

investment. Bach case is considered -on :its merits, and ginco the

:éovetopméntal strategy‘ié to expand industrial exports in the

long rﬁn, the products nust be able to‘competelin the internationél

market. igual importance is-given to medium and small scale

industries which are egsential on the one hand to feed the largs

industries with various ltems and on the other to meet the local

consumer- requirements on a diversified basis.

|
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To éum‘up; aéequa%e development of industries based on

" “ugriculture and locally available 13sources, astablighmeﬁt of
sophisticated engineering.and'hetallﬁrgical industries which can
provide adeguate t?chnologicél base io the industrial set up of
iréq, seiéctioﬁ of.techhology and scale of production on merits,
proper balance between consumer; industrial. interme@iaﬁes apé

oapital-goods indusfries ani a ghift over i1 the foreign trade

of iraq from one of exports of mineralioil to thet of processed

antd semi'processed articles‘aré'the sglient features of the

‘industrial policy of Iraq.

Orgenization & Ownership :

""" Iraq believes in development of the country on a socialistic ':g

bagis. A; such all large scale in&uéfries\whicbvaéé imﬁértant
for the'edonomy or for the future devélépmenﬁ of thévcountry have
tq'be.in.fhe public gector., As stated earlier, the public seotor
is the main plaﬁk of industrialization of Iraé.i ﬁutlthe‘ﬁVC ' S
'Governménf‘permitsrthe establishment of-industrial projects iﬁ 
private sector as welli‘.Ail proposals are considersd by the

Licensing Committee which accepts them, prévided they meet‘the,

- Plan objectives and are in keéping‘with“the Government poliéy.
The Government also provides éubstantiai assistance in various . - i

forms to the private sector so that it may develop fast. The
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% Induétrial Investmenta Lov. £ Reg. Aéf as last amended in |

? 1973 governs the'issue of licenses an@ grant of concessions and

; incentives o tﬁe pri#ate seotoxr.

é Foﬁeign Iovestments 3

i | |

g_ | ‘ Irag does:nqt give any encouragement to the setting up of
'g - foreign projects .in the‘country. The emphasis is more on

% technical collaboration than on foreign-financial intereéts.and

% ownership. However, Arab natiorals from other countries are

i : : . :

;7 pernitted to have financial and invéstment'interests in projects . '
: “in Ilraq,‘. N IR e A A R .: :
; Development of Pechnology s - j  : T K

i : L

i Ifadris interested in the setting up of modern industrial

E projects with the most modern and épproniate technology o

7: guitable for the c¢limate and economic coﬁditions of Iraq. In

% the past, Irag hasm largel& been dependent on foreign %echnoldgy-

é -and Knéw—how for most of its industrizl projects.“ For examﬁle,

%- the Rayon Manufactgfing Plant at Hindiyah and the Pulpland Paper

i Mil;-at Bartha were set up with the help of West German technology, i
%‘ the Fertilizer Plant at Basrah took”the help of Japanese techniclans, %

the Agricultﬁral Implements Plant at Iskendaria and the Electro-
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technical plant at Raghdad were establishad with the help of .
the Soviet Unilon, the textile mills wi‘th the help of French

and British technology, the oil refineries with the assistanée
of American and British technicians and the 1ubriéatingfoils and

automobile tyres and tubes with Italisn btechnology.
' The Government oxplores popsibilities of obtaining

technology and know-how from alternative sources in different

29,

countrieg, and finally after consiuering all aspects, it accepis g

the mogt favourable offers from reliable and best known and
reputed organizations in the world.  The Government has also

been taking help of the United Nations and meny friendly foreign

;countrieg:which_possess therréquired technology.  For thié
'}_pufposé Iraq has entered into‘various bilateral téohnical
"cgllaboration agreements with other developed coﬁntriesrto-
~_ provide ?xperts andltechnical know-how for the preparsation and

“execution of projects; The country would continus to accept

help from all developed countries in this regafd.
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T . INDUSTRIAL DEVELOPKENT PROGRAMMES
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Industrial development programme is an importent constituant
of eaéh five~year Plan. After careful gtudy, variousrindustriai
pfo&ec?s are included in the Plan and given relativoe priorities.
These pfiorities (stated in the Five-Year Plans)_are kept-in'viewain
the ostablishment of the projects, and all efforts are made fo acﬁieve'
fhe tafge%s.ﬂhgnever it hag been fdund that addifional resoﬁrces ars
gvaiiable.fér taking up more sophisticatea industrizl projects,.

sach case is examined on merits and new projecis are included in

the anpuz)l plans after the approval of the Planning Board,

."8ince 1964, annual plans have been given particular iuportance. '

At the time of the preparation of each annual{plan, the implementation .

and progroes nade during the'year'are thoreoughly reviewed, resources
position is exeamined and suitable changes are made in the plan projecis
and implementation programme. The annual planning methodology has
introduced dynamism in.develcpment of Iraq.

Sectoral planning is also an important aspect of the preparation

of the overall econcmic development plan. The sectoral plans take

into account the varyiug factors, like, changes in prices, technigues
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of production, locations, types of iuvestmenis, etc. and there
iz constant exchange of information at the micro and macro levels.
The sectoral and annual plans will, therefore, assume greater

importance in the overall future ¢conomic plans of Irag.

' The revised 1970-74 Plan of Irag was based on a, total
investment of approximately ID. 950 million - an ennual investment

of about ID. 200 million. Due to the sudden spurt in oil revenues

“in 1973, the iespurces available for develoPmenf have substantially
increased and the Annual Plah’fOr 197ﬂ.providés for an investment

of IJ. 1169 million with ID. 225 million (abbut 20%) as the share of the

Industrial Sector (industry end power). In fact .the total outlay of
indus,.projects included = in the 1974 Annual Plan would be-neariy

ID. 850 million. Besides thers are substantial invesiments in

“the self-financed 0il and minerals sector as well as in some

industriel projects for their expansion. The position may

further improve in view of the future increase in the output of

. 0il and its prices. Under present conditions, Iraq may have an

interim Annual Plan for 1975 and the next S5~year Plan nay
be for 1976-80. ‘ ' The position regarding resources and

prioces etc. may perhaps stabilize during this périod and the

" Government will have more projects aé well asg the Seotorai plans

L
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"estimate, Irag should be able to generate resources of more than
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rea&y for the next S—year Plan. In view of the importznce of the
Ind@strial Sector -in helping the country to attain a higher stage

of aavelopment and technological advancement and quick absorption

capacity of investments by the industrial and povwer projeots,.this

gector will be given greater emphasis in the future develbpment

lans and larger share in the overall investments. O a macro
p & ‘

ID._lO‘billions during the period 1976~80; from which approximately
ID. T or 8 billions could be earmarked fdr fhé development plan.
The share of the Industrial Secfor (inoluding power) in this .-
invéstment'éould be about ID. 2 billions. . -

In preparirg the industrial éector ‘ Plans, iraq has been

‘considering the. industrial growth from a long term point of view

sé,that'during 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 strealdy advance towarcs self-reliance.

Thoughts have not yet crystalised fully so far as the projects
for the next Plan are concerned and a large number of candidate -
industries which can possibly be developed in Irag are under

consideration. The discussion contained in the subsequent paragraphs
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f snould not therefore give the impression that the projects '
i : ¢ . .
i meﬁtiohed therein are the last cholice for the next Plan. Theye

o cad be many additions and delctiuns but the inventory given in . E
? this paper is indicative of the proposed line -of development of" §
H the industrial sector in future. g
o . . E " i
f g,
i ¥
k, i
. Food Industries 3. Ag

W

It is proposed to make the country steadily gelf-sufficient

T TN TR e A

in its requirements -of food indusiries. Deteiled studies are - :

being made in this regard and it is proposed to add new capacities l %
in the fellowing industries in this group during the next Plan - P
5 . Grain Mills o L L L ;
% .  Sugar Pactories | . ' B
3 ' . b
aé . Vegetable, & Fruits Procegsing cnd Canning e

Pairies & Milk Products : _ - .3 S o o
»  Vzgoetabls 01l Bxtraction & Hydrogenation :

. "Cigarettes and Matches

Oy T B e N
»
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!' .  Manufacture of Starch and Dextrine “*”""_‘ R j
% 8. Bakeries, Bisocuits and processed foods | :
;r- 9. Liquid Suger from Dates '

% 10, . Alcohélio Produéts-and Drinks o

i 11.  Soft~drinks o S 5
§ 12.A‘_Baby foods . '

e e e s
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Textiies & Leather Industries

%0 eXpand the capacity for manufacture of these items keeping in

These are important consumer industries and it is proposed

view i..tar alias the basic requirements of the people and a

,fair standard of living

1.
2.

-'Chemical Indugtries

chemical industries and oné of the importan£ targets of the next

Cotton Textile Factorics

Wool Textile Factoriss

Synthetic Fibre Textils Factories
-Heavy Cloth Factories

Carpeta Factofy

Licather Factories 7

Shoe and other leather manufactures.

T A A L s e i e L

Iraq possesses | large Tesources for the development of

R T R

Plan

indugt»ise as

to undertake the development of am many chemical
possible. It is also proposed to gradually shift

exports of the raw materials of chemical industries

over from the

'to pemi-manufactures, intermediates and end-products as far as

P R e et

Keeping in view these facts and the increasing internal

pbssible,

"démand of various chemical products the_deﬁéloPment of the

_followingrindustries'which includes'both'thé expansion of existing

projeocts and selting up new ones, is envisaged'
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4 L. Paper auy Cardboard factories £
i £
i 2 Fert1117ers {nitrogeneous and pbOSPhatlo) i
j§" 3. Batablishment of a whole petro-chaemical complex to :
R manufacture . ethyleae, polyethena auu PVQ ‘ _ Gk
. . . V. ¥
-%_ 4. 2nd Petro-chemical complex to make synthetia ilbres, ' 4
o butadine #&nd, organi¢ chemicals , - S
3 - : ! L.

5. Soda Ash Factory _ ‘ _ - o . oy
8. Salt (Sodium Chloride) Eactory. l | L
7. Caustic Sode o _ L . |
8. shlphuric Acid and other Chemicals ' ‘
'9. Automobile Tyres & Tubes

10.  Drugs, Pharmaceuticals.and Antibiotibs_ | 7

11. Plastic Tubes : ' : .
12. Plagtic Sacks and Bags o - - | ﬂ'g
13. . Plastic Boxes . | o

T T e e
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Construction Industries =

‘Development of congtruction industriss is necessary for ,.,ﬁ
meeting the basic housing requiremenis of the people, for establishing '

the development projects, for building up infra-gtructural facilities, : S

for constructlng admlnlstratlve blocks and for implementing most of i

the development programmes included in the Plan. o ?'; , I
One of the main vottle-necks, Irag is facing in carfying througn

its development projects is the shértage of oonétruction materials.

Although it appears to be gomewhat dlfflcult to be self—contalned in

all construction materlals, every effort shall be made to have & blg

" gtride forward in the.establishment of construotion industries. It
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is §ropoaed.to-substantially angment capacities of manufacture of
important -items like cemant, asbestos, glasz, etc. while many new

lines.of.manufacture shall be taken up. The proposals can be

pummarised as under t

1. Expansion of‘existing cement factories .
2. New cement factories
2. Hechanized brick factorieas

de Aabestos Pipes

5. Other asbestos pioducts, like corrugeted shects,
ordinary shkeets, efc. ' ‘

6. Light concrete plant (thermostone)
7. Ceramics and expansion of glass factory
8, HNew glass factory
: 9.j' White cement plant
10.  Plywood. plant TR
11, Prefabricated Houses & Buildings o -
12.- Cement Concrete Poles ' ' I

oL

Metallurgical, Engineering and Elecirical TIndugtries :

Some indusiries in this important field have already been
~establighed in Iraq, like, manufaoture/assembly of agriocultural.
implements  and machinery, eleciric motors, fans, wires, trucks,

tractors;-refrigerators, steel furniture; builders' hardware,

‘utensils, air coolers, gas stoves and ovens, etc. - There are a

number of small scale uhits_as well manufacturing different'

Vo ) | 36
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engineering items and undertaking repair and servicing jobs.

During the neit Plan, Iraq proposes to deveiop industries in
thig group in a big way. This is necessary for the oouﬁtry to
have the reguisite technological competence and gelf-reliance
for establishing new pfojects as well as their proper
maiﬁtenancé, In the absepce of thgme industries Irag's
dependence 6n imports of all types of equipment and machinery
remaing parameunt and the country islnot able to maeke prﬁgress
to fhe degired extent. It is thése-industries where the o .;
‘techniocal kndwéhow and engineering design of the factories is
a difficult and tims consuming process..- Thé sophisticated
engineering projects generally have long gestation periods - .
énd requisite capabilities which bhave fo be byiltoup. Moreov&r :
Irag will have to ésféblish these induétries on the bagis of
pggtly imﬁortgd rawv matgrigls and tqchnOlogy.- Inspite oﬁl
gii‘fhesé &;fficuities? Iraq_has deci&edrﬁp establish
ggg?hééring ihduetfiés and the following projects are under.

consideration

“1. +Iron and steel complex consisting of manufacture of
- -, iron, steel, its alloys and its rerolled and fabricated
oot-gections. T T . ;

. Aluminium Smelter .. . i L noat

., Ship-making

s T
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4. ! Aluminium Products & Alloys (wiremrods, sheefs, Gircles,
| extruded items, et0.)

'5; ! Aluminium cables and wires
6,  Diesol engines

7. Sluice Valves and Locks
8. Water and electric meters
-95. 'Cutieries

10. Elecﬁric Motors

11.. Spark Plugs

12." Trahsformers

13, DMNetal Stampings

14. Assembly of slectronic items anc devicés, etc.
15, Poultry equipment and machinery

16, - Aluminium Tubes and Containers

17. Tin Containers and Qil Barrels

18. Telephone and Electrio Wires and Cables

19. Electric Irons, Heaters and other items

20. Dry and Storage Batteries

21, Electric Fans

22. Foundries and ﬁorksﬁbps

23. Water Taps

- 24. Conduit and Galvenised Iron Pipés

25.,..Agricultural Pumps

0il and Cag Industries :

Iraqg proposes to develop projects in a big wéy in this

field. The projects presently under consideration are i~

. Large oil refineries for fuels and lubes for exports
- and manufacture of ILNG and LPC '

e O T TR )
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Details of ths various indugirial projects in advanced

A S R A A MUV N Ty s - - T

staéa of considerstion are given in Aanexurs IV. t ;

, é %

g ; f

Flectric Power ; - S ) ‘ E é
,Electrib power‘generation—and traﬁsmission ghall be ' ;
substantlally augmented during the noxt FPlan to-meet the large | -
qulremunts of power for the Industrlal and other sectors. f

Tt is also proposed to undertake rural electrlfloatlon ' § g é

programnes SO as o provide elcctricity to even remote areas in - - o "E ;

tho comtry. o
:COODeration beﬁyeen Iraq andhéthé? éeveloped countries 3 ‘ - S 5
Irag is presentiy at a very oruciél stage of its industrial | E{ij

defelopment. It possesses the resources which can be most profi%ablyr |
- A4

1nvested in large lndustrlal proaeots. The country is endeavouring .Eé ;

to have a well conceived industrial development programme s0 ag 1o ?15 %I

? :.

bulld up projects which can gubscribe to the‘country attaining a | ' ﬁi ;'

gelf-reliant status durlng “the next dccade.' One of thé typical - ';? é '§

‘ difficultiés of most developing countries is generallyrthe absehce | JES ;

r : o - i

of adequate resources for their speedy development. This is none - : { E

of the handioaps in the case of Irag. - On the contrary the main -? :E; %
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problem before the country is the most economic and bensficial

ﬁtilization of readily available resources for spéedy development.

Iraq has sot before it the ébjective of developing industries
Qﬁich can on the énerhand change the pattern of trade of the
~country namely from the export of minerzl oil to that of
intcrmediates and manufactured products and on the other meet the
consumef and developmental needs of the cduntry; | Iraq must,
therefore, estabiish the basic GOnsumef industries, industrial
. raw materials projects, engineerihg, electrical, métallurgical,

chemical and petro-chemical induéfrias vhich danrhe;p the country
to bs more or less self-contained for meeting its consumer needs
ag well as for supply of a major portion of the capital eguipment

and machine tools for Irag's future development.

The rapid growth of public soctor will congidezrably helyp

the achievement of the ebove objectives.

: Duriﬁg the.next 10 yoars, the country will however remain
dependent for supply of essential inputs'for the vital seciors
of the economy like agriculiure, elactric pbwer, railways,
motor transport, machine tools, machinery; heavy Eapital

equipment and some industrial raw materials.  Similarly the

e e T E ¢
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i
i
i

i

frequirement of imports for mainitenance purposes will be
;substgntial till the country is able to stablish ity owm
projects.  Anothér field in which the couniry will have to = - {
i}ook Tor assistance fromrthe friendly developed countries is | :
0

that of skilled mari—power, technology and know how. Without

. egpistance in these fields, the development of Iraq may not be ag

gepeedy ds envisaged,
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| MAJOR INDUSTRIES OF IRAQ AND VALUR OF THEIR OUTPUT
| L

Tin 197t

g Cutput

Total { Fo., o .
No. of § .Public Sector -

I -~ FOOD TNDUSTRITS =

IT -

Dairy Products

(including ice cream) 4728
Date Preservation 4725
Fruit & Vegetable

Cenning & Preservation 2202

Vegetable oil 18973

-Grain-mill Products & Ice . 2347S

Sugar R - 8328
Confectionaries : 1960

Alcoholic Drinks ' 1445

‘Beer : ‘ _— 636

Soft Drinks 5799 -
Cigarcttes 10651

TEXTILES, APPARALS &

LEATHSR TNDUSTRIES s

Woollen Textiles . 4028
Cotton Tektiles‘ ' - . 10380
Synthetic Textiles . 5584
Jute & Carpets ' 1754
Underwears & Knitted Fabrics 1092,

‘Ready-made Clothes 6519

Leather Tanning : 1978

Shoe Manufacturing - " 4080

{ Units Projects S

10
15

1

1 i
106 6 | ?
2 2 '
34

i
V
'
I

‘14_.

3 2 R |
4 3
3 YR

5 y
| 3
26 . é :
93 6 '
7 | - . _ ,f :
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: 9
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ANNEXURE I ~ (Contd.)

i,

Y Total | - HNo. of
§Ho. of{ Public Sector
Y} Unite Projects

R

g 'Cutput
ﬁ(ooo) 1D

‘

Industry

g IIT . CHEMICAL TKDUSTRIBS : :

Paper & Paper Products _
{except printing) - 2691

Sulphur ‘ 235
~Rayon Fibre 3950
Paints ' . 59l

PO
\J
no

Drugs & Pharmaceuticals 1780 :
Scaps & Detergents , 419 : g

0il Refining - - 19573
0il Geases . S 836
Rubber Products 204
Plestic Products - 1693
Fertilizers - 1184

oo~ W\ e
.

N
SN

b )
R N T .

IV - BUILDING & CONSTRUCTION . - S I
INDUSTRIES : - S o .
Class. - . : 510 4 1
Bricks - - . : 4969 134 4
Lime - - 280 23
Cement -~ N 11110 | 5 ir 5
Concrete Products 1097 4 2

«  Asbestos : ' 4‘ . lQé; o _'2 o oo

V - MBTALLIC & ENCGIXEERING . S o o S
© INOUSTRIES sz . ‘ ' : R R »

‘Utensils - 646 . 117 | . i
‘Metal Purniture . = - 1746 28 ) BN
Bicycles - - 259 7 o R
. Cooling & Heating COmponents- 1543

Blectrical Egquipment . 914
T.V. & Radio Sets 1317
Dry & Storage Batteries - 847

S I VERNT o YRR, S
o
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Mosul (1) .
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44.
! AUNEXURE  IT
;
! MAJOR PUBLIC INDUSTRIAL PROJECTS IN OFERATION
N o, oF | i Y Ttems o
Hama of Progecu.  Wnits | Location Harufaoturod ) Capacity
I - FOOD THDUSTRIES
Food Canning Factory 1 Kerbala Canned 20 ton/day Date Syrup
: (Baquba, Vogetables 72 ton/day Tomato
Numania) and fruits Puste
450 ton/yr.Jams
_ 800 ton/yr.vogetables
Dairy Products 1 Baghdad Milk, checsc,120 fon/day
) - Butt [ERANY - i‘l
creem, etoc. ‘
Cigarettes Industry 2 Jaghdad (1. . Cigereties 13250 mlll/sr.
' _ ' Sulaimaniay { %) (2 shifis)
Sugar Factories . oo 2 Misan (1) 100000 ton/year

from cane
;40000 ton/yr.
: from best

~ TEXTILE & LEATHER THDUSTRIZS

Wool Textile Industry 2 Baghdad (2) Blankets &

N Wocllen
- Cloth
Cotton Textile Indus%ry 3 Beghdad (1) Cotfon
: Mosul (1) Cloth
Kut (1)
Synthetic Fibres Toxtiles 1 Hilla Synthetio
‘ ‘ ' cloth
Jute Textiles 1 Baghdad Jute Bugs
r ST ‘Hesgian &
' ' Twine
Shoe Indugtry | 2 Baghdad (1) Different
Kufa (1) types of
‘ ghoes and
. ‘ L boots
Leather Tenning 1 Leather

Beghdad

2. 55 mil.m™ /yr clothk
650 thou. Blhnkyts/yr.

" 4200 tons yarn/yr.

99 mil.m%/year

36 mil.mz/year

10 mil.Jute Baghds‘
per ycar-

9.6 pil. pair/yr.

8.3 mil.f%/yr.

@l 1
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Fertilizers

Papsr

Sulphur Gxtraction

Rayon

'Cement.

Asbestos

. Concrete Blocks

Drugs & Pharmacsutioals .

I11 - CEBKICAL INDUSTRIES

Bagrah Amonium
¢»  Sulphate
- & Urasa

Bugrah : Writing &
Poeking
Paper

Kirkulk . - Sulphur
: from Gas

Hiniiya  Cellulose-
based
fibres

Semerra ‘ Anti~biotics

& other
drugs

45.

420 ton/d=sy

Amoniun
Sulphats
160 ton/day Urea

40000 ton/yr

120000 ton/yr.
- . I| i

8500 ton/yr,

16 ton/yr anti-
biotics plus .other
drugs

IV - CONSTRUCTION MATERTALS INDUSTRY

Ramadi ' Sheet Glass

& Bottles

Baghdad (1)} Portland

Hindiya {1) Cement

Mosul (2)

Sulaimaniya (1)

Baghdad  Asbestos

sheets

Bzghdad (2) Hollow &

' Solid.

Blocks

19300 ton/yr,

2.3 mil.ton/yr,

L

6000 toh/&r pipes
24000 ton/yr sheets

255 thou.ton/yr.
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Anuexure II - (Contd.)

Agricultural
Impiements Plant

R S TR

Truck AséemblyAPlant

Eleotriczl Appliances

Dora Refinexy

Other Refineries

R T I TR D £.8
ERRS SIS oF. . LN SRS i T K2 SR RN E R S

464

V - METALLURGICAL & ENGINEBRING INDUSTRIES

L Iskendoeriya
Implements
1 1" Trucks &
Buses

VI - ELECTRICAL INDUSTRIES

1 Beghdad Pans,

Transformers, Transf.2000 unit/yr.

Small HP
Motors,

Agricultural 30 thow.units/yr.

5740 uhits/yr.-

[

Pang- 185 thou/yf.

Water Pumps-—-
45 thou.units/yr.

Water Pumps, Small H,P.

S Lt Fittings
S SR

f‘ .

VII ~ OIL AND GAS TWDUSTRIBS

.. 1. Baghded Tuels &
) : : Lubes
S‘ - Khanaqin (I)‘

" Basreh (1)
Haditha (1)
Kirkuk (1)
Vand (1) .

motors ~ 45 thous/

unit/yr.
Pittings - 8.5
etc. - mill
unit/yr.

" Refining cepacity

© 3.5 mill.ton/yr.
60 thou.ton/yr,
lubes

75.5 mill ton/&f'

+ With capital investment of about 1 million ID. or mnora.,

o ﬁatélrelates to end 1973,

CPE
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§ ] : o Annexure IIT ' 47. :
: - o MAJOR PUBLIC SHOTOR PROJECTST -
S : {under impiementation) .
3 , : ) BEztimated , i
- Fame of the Project : { Location J Total Cost.§  Products
' - D (Miliion)
I -~ FOOD IHDUSTRIES
Beet Sugar Factory . . Sulaimaniya 9.00 60,000 tons of Beet
: ' Sugar p.a. '
Dairy Plant  Mogul 1.30 9,600 tons of Dairy
' Products ;
. : I
Wines & Fruit Canning Factory Arbil 1.00 Abvout 1l million
: - bottles
Dairy Plant (South) " 2.75 6,200 tons of Vairy. ,
: Products CE
Torella Yeast & Animal Feed Misan 1,00 5,000 tons p.a. |
Pactory _ S :
Fruit & Vegetable Canning Factory Dhok 1.10 5,000 tons p.a. ' ‘
Expansion of Baghdad Dairy Plant Baghdad 2.15  About 10,000 tons-
o , ' of Dairy Products
- . Pea. ,
Liquid Sugar from Dates Hindiya 3.50, 30,000 tons p.a.
T o | (Babylon) F
Alooholic Drinks: Complex n | 1,15 1 million litres of o

alcohol p.a. -

II - TEXTILE and LEATEER INOUSTRIES

Wool Textile Factory Nagsiriya 7.00 Cloth 1.5 million
: o o ' gg.meters p.a.
450,000 blankets
& 250 tons yaru

Wool Textile Factory Arbil ~ 4.50 Cloth 1.5 million sg.
o ' . meters p.a.
Cotton Textile Factory Diwaniya . 17.00  Cioth 40 million
S e Ce _ G ‘ 50« meterp.a.

Heavy Cloth Factory =  Baghdad = 4.1 Coarse cloth

6 million sq.meters
. ) . ) P ) )
Carpets Factory - Baghdad 1.39 1l million sq. meters

Podo

*4ith capital investment of ID, 'l million or more.
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| ' Annexure IIT ~ {Contd.) _48°
. Vo MAJOR PUBLIC SECTOR FROJECTS
A | _ (under impiementution)
F ) Extimated § . . .
. Name of the Project } Location |} Total Cost | 'Products:
§ 0D (Willion) § :
- |
§* IIT -~ CHEMICAL TNDUSTRIES ;
Hxpansion of Bzesra Paper Factory Basra . 40.00  White &_Sanitary
7 7 o k Paper 30000 tons
Paper Factory 7 Misan 18.7C Packaging Paper
' _ £0,000 tons
Expansion of Fertilizer Factory Basra _ 28.00 Increase in Urea to
o , _ ‘ ' . 300,000 tens from
. ‘ ‘ : : about 50,000 tons
. ) . T ' poae . }
S : soL
Truck & Automobile Tyres and Diwaniya 10,50 Truck & Car Tyres [
Tubes Factory , o ' -& Tubes~300,000 Lo
‘ ‘ ‘ tyres & 300,000 .
o S | tubes | o
‘Petro-ohemical Complex Basra © 60.00 Various Petro~chemical ;
o 2 . s ' compounds
New Fertilizers Factory " Basra 60,00 Urea 2,000 tons per 3
o - ' ' . : ~day L
Plastic Pipes Factory Misan ‘ - 2.60 10,000 tons of Pipes ; {
Bxpansion of Plastic Pipes Baghdad | 1.26 Plastic Pipes of
Factory _ . different sizes F
Polyster Fibre Factory . South 1,50 1,750 tons p.a.
IV - CONSTRUCTION INDUSTRIES L | Ll
, . . : - ' L
- Ceument Factory 7 ) Folluja - 3.80 Cement 200,000 tons ik
Expansion of above Factory ) - " 3.50 Cement 400,000 tons .
o R ' . Pea. o ' L
Brick Factories (6) .~ Different 7~ 6.00. Mechanized production o
: ' L Places ' of Bricks -
Asbestos Pipes Plant Kirkuk 1.15 20,000 tons p.a. |

Pressed & Plywood R " Al-Qadisiysah 2.80 .18,000 tong p.ae.

¥ With capital investment of ID 1 million or more.
Position as of end~-1973.
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Annexure ITT - (Contda) : ? . - g
[IRE 3 , . MATOR PUBLIC SBCTOR PROJECTSV :
;‘.  " | : {under implementation) : : v

e { : | | 4 TEotimated | ‘ 7 SR

. Name of the Projesct J Location § Total Cost | Products ;

E s . : . — L D (Fillion) ) - :
3 ' IV 2 CONSTRUCTION INDUSTRIES - (Comtd.) i

: Light Concrete Plant Basrah 150 Therndgtone B

; (Thermostone) o - ‘ : ‘ '5

Ceramics Factory : Ramadi - 1.40 6,000 tons p.e. £
Expansion of Glass Factory ° . Rapadi S 170 9,600 tons p.a.

e e e e

Expansion of Cement PFactory Badosh - 3.25 Cement 200, OOO tons

’ B : - ‘ _ D.a. .‘
IT Cement Factory, Kufa Kufs 30.00 Cement 2 million.'
: : o ' tons p.a. ;
Cement Factory (South) ' Samawa 10.00 Cement 500, OOO tons

- ‘ : Delo . B
I1 Cement Factory. ' Hatmmam Al- 30.00 Cement 500,000 tons
, Alil . . Pe2e
White Cement Factory o Felluja | 4.30 White Cement
' X S P - 100,000 tons p.a.
Expansibn of Cement Faoctory Un Qasx 1,50 Klinkex 500,000
: ' : ‘ ' tons p.a.

e

133 T
[

st
G

ol 6 3tn 3

V ~ METALLURGICAL and ENGINBERING LWDUSTRIES - Lok

Tron & Steel Complex " Bazara 64400 © 400,000 tons p.a.

Ship~meking Plant U . 16.00 15 Ships of 1500
: : R tons p.a.

Repair of 1,200
ships p.&.

Aluminium Rods & Wires Thi-Qar. 10.00 25,000 tons per
Sheets and Circles - ‘ year

55T T PR AT

Cables & Wires Factory Nassiriya ~ 3.50 1,500 tons of -
o o Wires & Cables p.a.

rne 2

e 2 U

VI - ELECTRLCAL I3 DUSTRIJS

R

"

Expansion of Storége Baghdad 1.15 . Storage Batteries
Batteries Factory . and Dry Cells

Wlth capltal 1nvestment of ID. 1 mllllon or more.
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. . ' Annexure III - (Contd.)

NIET B | MiJOR_PUBLIC SECTOR PROTECTS
R L (under implementation)

B i I bl

; o o { Bstimated § ‘
: Name of the Project gLOOation; Y Total Cost §  Products

D (Million) §

caghes mae PO TR [ T A T

N S ‘ VII - OIL and GAS INDUSTRIES
0il Refinery - Tosul 13.00 Fuels 1.5 million
ST tong
Bagre " 25,00 Fuels different
‘ types
15.00. Puels 3.5 miliion
o o tons

7.6C  Lubes 60,00C touns

0il Refinery (South) §

Expansion of 0il Refinery - - Basra

e ST AR = P

Lubes Refinery (Dora) : Baghdad

L g Ratieenl

£

i
S i
§ This refinery has since been conpleted and
reached the trial production stagze of its
. * ; H i
operation. e

L CTL Tiva
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N Annexure . IV , 5
» 3 S
o MAJOR PUBLIC SECTOR PROJECTS'
L Co (vower consiceration)
, S | ) )} Batimated ) -
R ; o ; Name of Frojsct ﬁLosation 'ﬂﬂvéstment} Products & Capacity

‘ s oo ID{(Miliion)] '

I - FOOD INDUSTRIED

Cans Sugar Factories

Various
Places

5.00 0f capacity 5000 Tons

of cane per day

II - TEATILE and LEATHER INDUSTRIES

Shoe Factory

~

Cotton Textile Factory Amars
Cotton Textile Factory Kirkuk
Cotton Textile Factory Baguba

22.00 . 40 million sq.m. Pp.a.
25.00 45 . i

20,00 40 .
2.5

?aper Factory -

Petro-chemical Complex

[
L

Amara
- Soda Ash Factory Fao
8alt (Sodium Chloride) Fao

Um Qasz, or 60,00
g : Zubair

JII - CHEMICAL TWDUSTRIES -

61,000 ton p.a.

32.00
8.00 300 tong per day
3.00 1 million ton per year

- 500-700 tons of
Naphtha, SBD,
Bthyelene;wede.

II Cement Factory

Badosh

IV - GONSTRUCTICH INDUSTRIES

20,00 Cement 1 million

tons p.a.

Sponge Iron Plant
Aluminium Factory
Diesel Engines

Sluice Valves & Locks

Water Meters

Cutlery

Zubair

1t

V ~ METALLURGICAL and'ENGINEERING'INDUSTRIES

. 12,00 440,000 tons p.a.
80.00 200,000 tons p.a.
15.00 © 16,000 Engines p.a
2.50 Valves & Locks of
‘ different sizes .
1.00 '
1.00

* Witk capital investment of ID. 1 million or more.
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- Ammexure IV .- (Céntdo)

WMAJOR PURLIC SECTOR PROJECTA™

] {under considerstion)

/ | :
L Namo of Project ' } Location ﬁnvestment Products & Capacity i
T ‘ )i p(riliion) § ' - !

. : -

. (R .
VI ~ BELECTRICAL INLDUSTRIES g
Eieotric = Meters ' S o 1.78 - o ﬁ
Spark Plugs ' . , 1.00 '
- | |
‘ VII - OIL and GAS INDUSTRIES '
LNG & LPG .~ o Zubair, - 40,00 G00 million cu.ft. ;
o : Rumaila S s - 8 _ i
0il Refinery ' Um Qasr - 60.00 10 million tons
' . 7 poag ‘ .
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" Arab 0il S@rpiuses: Some Domestic and International

Policy Aspects*

Samir &, Makdisi
Economics Department

American University of Beirut

The important changes which have occured iIn the oil sector

in the past few years culminating with the price increases of late

'_].973-éar1y 197k have focussed world attention on the impact of these

measures at the national and the international levels particularly

.as far as the oil consmning countries are concerned, It is the

Iﬁrimary purpose of this paper to discuss some of the domestic and

international policy aspects of the 'impéct of the recent dramatic

‘acceleration in the revenues of the Arab oil exporting countriese

‘The paper is divided into four main sectionsithe first notes
briefly recent price 'developments' az;d the prospective acceleration in
oil revenues ccntrasting‘ them wﬁth past trends; the second outlines
some aspects of the oil price inc_reasé on/the domestic eé:onoiny of the

0il exporting countries, on the balance of payments of the consuming -

”cquntries ‘and on the position of the oil countries in the intermational

monetéry sy'strerﬁ; the third includes observations on some aiterriative

The writer is grateful to Professor Z. Mikdashi for comments

- on an earlier draft. _ S -
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uses of the in&éétible surpluses: problems of investment génerally
and in the Arab economies, the developing countries and in the
industrial countries are briefly discuésedg The fourth section con-

tains the main conclusions,

I, The o0il price adjﬁstment of late 1973~early 197l and the

prospective acceleration of oil revenues,

After many years of relative prlca stablllty, the posted prlcel

of oil exports rose about 27 percent during 1971, by a little 1ess

than 9 percent during 1973 and by 200 percent during 1973 and by -

. another 230 percent on January 1, 197l. Considering the period October

1973-January 197 together the rise in the posted price would have

~ been equivalent to aboui 1470 percent bompared with the price prevailing |

in 197202 The goverment take per barrel (which measures the amount
accruing to the national goverrment per barrel exported) rose by ..
greater ﬁrbportions as a result of either complete nationalization or
major revision of the oil agreements which increased the share of the
natlonal governments. Government take is estimated to have risen in
19?3 by about 350 percent, for 197h it 1s expected to rise by-not much

less than another 100 percerit. Again taking October 1973-January 19?h

lPosted prices are tax reference prices, 1.2, they are used for

calculating the oil revenues of the exporting countries. Since 1947
posted prices have exceeded the actual market pricss of oil.

gTaking the price of Arab light as our indicatore
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» . - as one period, the rise in govermment take compared with 19?2VWOuld
ﬁjye close to SOO percent and if participation agreéments presently ine
fbrce (60110 government participation) are considered, goverrment take
could rise about FL0 percent ih comparison with 1972.1} |
Given the above trends, the dramatic increase in prospective 011
: . attached table
" revenues is clear. The /. represénts the data for oil revenues by
indlvldual countries for the period 1960-7h, Iooking at the oil
" revenues (in current prices) accruipg to the;Arab countries alone,
whefeas they increased in 1960-70 by an annual average of 15 percent, .
they'rose by §¥ percent in 1971, byJ{jspercent in 1972, by an estimatear
3H0 percent in 1973 and by an estimated 240 pe;Lent in 197&. The -
magnitude of prospective oil revenue would depend upon the assumptions
one would chose to hold concerning the_projectéd rise in exports of
oil and in governmept take, These in turn arerdependent.ons£hq future
s . World demand for oil, the develoﬁment.of cumpeting sources of energy,
-Jthe voluﬁe of oil production and the participation agreements between
the 01l countries and the oil companiese Extrapolating: the trend in
the growth of exports which prevailed in the pgst decade, :or-examplé; -
and assuming that govermment take will stabilize at ground $8.Q@7per

. barrel of exports, then the prqjebtéd,oil revenues of the Arab oil

.7 1Th,e Saudi government take is used for purposes of 1llustrationo
SeejPetroleum Intelligence Weekly, (Jamary 21, and May 13, 1974)e 4s of

s 197k the posted price of Arab lighht was $npéT barrle while- Saudi
Government take was S~por barrele At the"eiil bf 197Q the figures were $ 8+00 |- 30
and $ O.Qﬁ? respectively., The proportion of government take to the posted
price increased during the period under consideration from h9 percent to

_‘- ‘ | ‘O Pcrc,\,'{’ i-tssiarttnf /V
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exporting countries .'ln 1980 would amount %o euejf $ﬂ00b111:1_on com-—

- ‘pared with an estimated $$9-Eq biliion in l97ho

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 thelr
correct perspective, one shou.ld take a longer view znd not concentrate'
_.smply on the events of the past few years. 7 Over the perlod 1960~1970
,' for example tf;e average inerease in government take was about lo5 pér«- -
cent anmially., More importanily perhaps the price terms of trade of
a number of oil exporting countries had deteriorated during 1960-70;
‘ ', furthermore, it was believed by the bil exporting countries that the
price of crude oil ﬁas being maintained by the oil companies at an
unduly low level by compariscon with the price that would have prevailed
n;;der more competitive conditions,. Thé oil -'price develomments of 1971~
4 haﬁ s therefore, be in regarded as a correction fbr past under~
valuation of oils |

Indeed, for a nmnber of 0il exporting countries the abundance of
0il revenues (measured in relation to certain econum:x.c varlables such
as national income) has asé;med ma.jor mportance domstically.and ine
tefnationaliy onlyr recently in the sense of Asubstantial‘realized‘ or
7 expected “'surI.)lx.lses‘!l (see beléwr section III}. To illustrate, for .Iraq,
the ratio of oil revenue to CDP hovered around 15 percent in 1963-70,

then increszed o 20 percent in 1971 znd to a much higher ratio in 19732,

1Iraq1 0il revenues fell in 1972 because of eut backs in oil exportsa
In 1973 such revenues increased by about 580 percent compared w:_th 1971e
Income estimates for that year are not yet availables - .
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For Saudl Arabia, the ratio was about 25 percent in the second half

of these sixties - . similarly ris:'mg to a much ‘higher rati¢ in 197301 .

As mentioned later, the exlstsnce of a surplus largely-depends upon 'S

" the absorptive capacity of the economy concerned.

Irrespective of the reasons or the justifications for the 5il
recent price developments, the fact remains that the sharp and sudden

rise in the price level has confronted the Arsb oil exporting douﬂtries'

with issues-at the'dqmesﬁic and intefnational levels which have assumed

a mﬁgh.greater importance than ever before. To these issues we now

. briefly turn.

" II. The impact of oil price increases.

There are various demestic and international aspects to the
impact of the recent oil price increases on the economies. of thg both
the exportihg and the consuming countries. This section deals with

three of them. The first is the developmental” problem faced by the

econonmies of the 011 exporting countries part:cularly as concerns thelr

capaclty to absorb the oil revenues, ie.c., to transform ‘them 1nto:~eal

resources. VThe-other two are international: the effects of the oil

f;price inerease (the consequent dlstrlbutlon uf 1nternat10na1 llquldmty

“in favour of the oil exporting countrles) on the balance of payments of

]‘Natlo*ml m me estimates for that year are rot yet
availablee '
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of the consuming countries and the position of the cil éurplus countries
in the internationazl monetary systeﬁol ‘ o w_: .,

| The domestic and inbernational aspects mentioned above are inﬁtez‘-‘-.
comnecteda For exaﬁple s the magnitude' of Ath_.e expected reflow of oii-
money towards ther major money and capital markets of the world would

of coui-se depend upon the ability of the oil producing countries to
ebsorb their revenue domestically, and at one step removed, regionallye
Similarly, thé attractions and pattern of foreign investments are in-

fluenced by the evolving framework of the intemational monetary system

and the degree of its ability.

A. The Domestic Aspects: _

Develomment strétegies of developing economies normally aim at
achieving two main objectives: (1) the maintenance of what is considered
a rapid or a satisfactory (self sustained) fate of growth .- and (b) .
diversification of the econamy which :'i.mplies-the‘widening of the in-

dustrial base. 4 third objective which has gained increasing importance

in the past decade is the maintenance of relative financial stability.

For most countries, other than the oil countries, the ma_mjof prérequisite
for achieving these objectives centers on the raising of the level of

domestic savings, supplemented, to the extent possible, by foreign

1One study which dealt with the effect of the oil price increase on
the price levels of major consuming countries indicates that wnder existing

- conditions, this effect is, relatively limited: oil prices will contribute

from one to two percent to,the increase in the domestic price levels.
(see T.R. Stauffer, "0il Mgney and World Money: Conflict or Confluence",

- Science (April, 1974). " L
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assista.nce; ‘Where oil revenues are abundant {in relation to certain
econcmic variables) this pre-requisite is readily fulfilled or more
realistically today substantially over fulfilled.

Insteed of facing a constraint on savings, the oi.__l __e_x_g_og_‘f;;n_g

countries now face problems of investmentg The developmental 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
perhaps one should hasten to add that the problem is not so ﬁuch the
elabofation of plans {which if need be could be done with the imported
technical help) but the ability to translate planned objectives inté:
realized cbjectives which itself is dependeﬁt upon the implementation
of well defined and coprdinated policy tools 01\

With the availability of financial resources no longer a cone.

straint, well conceived plans would necessarily hinge on a proper assess-

ment ‘of the capacity of the econamy to absorb these resources. Sﬁch

an assessment is difficult. The absorptive capacity is dependent upon .

a variety of (hwman and non human) factors which evolve with time. It
is perhaps an extremely difficult task to construct an exact operational

definition ¢f this capacity. Nevertheless, the oil exporting countries

- are now faced, more than ever before, with the nesd to arrive at some

]‘I‘he serious difficulties of drawing up wuitable plans should not
be underestimated. Lack of proper policy coordination has characterized
many a national plane , ’

I I



-quantii‘ication of the ability of their ecr-onomy to absorb évailable
resources over a projected period of times =~ h

The need for some operational guidelines is underscored by the |
need to arrive at a meaning of "investible surpluses", of the oil pro;-
ducing countries. To project these surpluses one migh’l; begin, for
example, by the calculation of the "surplus". during a given base year,
say 1973, and .then project ’;he future annuai 'fsﬁrplus“ for a given
- future periods The base year surplus is normally def:fn;d as the bala;rzc;e
of ?a.yments current acc-:ount surplus.l For future years, at least two
estimaﬁes would be called for: (1) the projected margirial propensity
to import goods and services, in.the short and in the 1omg<_arzruh and.
(2) prospective oil revenues which in turn would depend upon projected
world demand conditions, level of prlce_s etCaoseo Where cother export
commodities are alsﬁ ﬁznportant, their receipts wguld have to be pfojeétedo
Allowénce for what is considered an adequate level of international
feserves would also have to be kept in minde |

As far the Arab oil eprft.ing countries are concerned, it is rvrl_\o-r-i
?;ln:’il:;fr— real:.stlc to assume that in the forseable future their abscrbtive
capac:Lty will not grow at a rate which will absorb all the oil revnnues.
“ accruing to ‘bhem.q Eﬁeeelj; the immediate years the cumulative surplus

p b thimah o mrrC'rﬁw«. et oy WP & PN YENT «:nf}/‘
{
£0 grow at an :.ncr_easmg_ra'be/ _ The picture does change if \ ff.,ff

the'financing of investments in an overall Arsb context is to be excluded

I'I; is assumed that no specific allowance need be made for increasing
the level of international reserves., If these reserves are judged to be

. :\.nadequate such an allowance. Would have to be made. -
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from the concept of the "surplus’. That is, oil surpluses would
in this case refer only to that amount which remains after the come

bined absorptive capacity of all the Arab economies had been con=-

: : pre CM A
~sidered. Ewven then, however, the coming few years would mtill fo -

oxpeoset=#e Witness the growth of substantial Arab investible sur-

plusesg

B. The International Aspects:

1) Impact on the balance of payments of consuming
countries

In viewing the impact of the recent oil price increaseé on
the balance of payments of .consmnjng countries, it might be useful to
distinguish between the developed and the developing economies. On
the vwhole, the developed ecénomies do not seem to face a§ serious a
problez}; as do some of the developing _economieso It should be emphas'ized
that with:’m' each group there are great individusl differsncese. EEE;ome
countries, the balance of payments remains 'strongly favourable while
for others may - face serious difficulties in copying with the new
balance of payments situation. |

The ‘abi-lity of the devéloped economies Ho meet the short-run
balance of payment impact.of the o-il pr:l.ce 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 2llsviate the new burden; their ability to

borrow, if necessary, can be an effective means to cope with the new situation; .

TUM, L TR TSI e T S e e m L, L s e D T T R P CIICIIPR
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equally importantlys; if no more so, is the fact that 2 large portion

of the oil money is expected in the short~run to flow back to the

| major world money and capital marketsol 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 ang additional burden. However, in such cases, the

balance of payments problem had already been in existence and was not

‘ereated by the increase in oil pricese

ks for the developing economies, a number of them are likely
to be able to cope with the new situation,'because of one or a combina=-

tion of the following reasons: (a) they maintain relatively high

. reserves part of which can be used to defray the increased cost of oil

imports; (b) they anticipate substantisl increases in their export
receipts (e.ge Morrocan phosphates); and.(g) their projected capitai‘-
inflows seem adequate, More generally, tﬁeir balance of payments
outlook looks favourables One could also add that some of the countries
might have some leeway in adjusting their import priorities and eco-
nomic policies. Iﬁuthe short-run, however, such adjuséments are likely
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 particularly strong

.

-and whose export proceeds are not especially favourable. These countries

P L | . .
1Given the sizejyéepth of these markets any sych .reflow is not
likely to cause important disruptions. (Cfe. Stauffer Ibide, ppe 324-325).
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‘would be indeed of some form of short-run accommodatién9 (see section
IV below). |

I% the short-run import of oil increases can be accommodated by
- one means or another, it is not :'unrealistiC‘toAassume that in the
longer~run the process of adjustment to the new redistribution of inﬁer—
'natiohal liquidity (other things being equal) would proceed with no
great hindrance. Such an adjﬁstment would of course be greatly faci=-
. litated by the maintenance of a properly funcﬁioniné international
. moneta:y-Syﬁtém,

2o 0il exporting countries and the international monebary

system
The concern of the oil exporting countries with the inter-

‘ natioQal.moneta:y system and more specifically with international menetary
reform is directly related to (2) the fact that their balance of payments
has been and is expected in the foresble future to remain in surplus
béaring in mind that oil is an exhaustible resourcg?%b) they have b be
concerned with how to use their investible surpluses among alternative

[

foreign useseo a

‘.‘. The phenomenon of persistent balance of payments_surplusés has
prompted the 01l exporting countries to argue that they should not

;necessarily be subject to internationally agreed rules of adjustment ﬁut
-thaﬁ special_considerations éhduld apply to them. '_Thus, in their case
a cﬁ;reﬁcy révaluation does not solve the payments problem while for

other countries wheose balance of payments is in surplus such a policy would

be envisagede Apart from that, a stable international mdnetary is in

-
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the interest of the oil exporting countries. Worldwide inflation |
“and various unregulaﬁed currency adjﬁst.ments (as has been t'he case
in the past few yea:r-s) bose problems of a serious nature to the
menagement of their portfolios These countries are interested in
maintaining the real value of their assets and monetary turbulanc;é

 would not only make this objective more difficult to achieve but w ould

place additional burdens on the management of their funds. -
- To the extent the recent oil price develomments have added a. ée-
;riﬂus burden togleflance of payments of certain consuming countries
and ‘therei‘ore to the difficulties in working out smooth processes of
- adjustment, ’ﬁhen there is no reason to assume that the oil exporting
countries would not consider helping the affected countries thereby

contributing to the efforts to establish a stable systeme The form .

@ 7 of assistance could be either multilateral and/or bilateral. More

generally in decidiné on how or use their surplﬁses. the oil exporting
countriés would be concerned with the impact of their action on the
i.ntérnational monetary system. One should hasten to add, however, that
the’ ;l';urbglance which the system has bee-r‘l'facing is not related %o ﬂ'.he.
0il question (indeed, the impact of oil price increases are yet to be
felt) but to other developments which we canmot go into hers. Un a
.world wide scale, the sudden increase in oil prices ’::;;%dd soméwhat
to the existing problem, but it certainly would not occupy 'bhe center
of -the stages -‘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

L]

-
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. : prices but rather because they believe in a stable monetarysyétem .
. Lh -

and are ?illing to cdntribute to maintaining 4kis stabillity.
g7 A% the same time if the oil exporting countries are expected
and are willing to contribute to the stabiiity of the system, then
it fealistically follows that their responsibilities in the managémeﬁt
of fhis system should inerease cofrespondingiy., The oil exportihg
countries, in other words; shbuld be able to exercise a greater in-

{ fluence than hitherto.bn decisions relating to international monetary

reform and management,

III. Some Observations on the Alternative uses of Investible Surpluses.

A+ General considerations:

Once the investibie surplus over a,projecﬁed period of time
has been determined, the problem becomes one of maximizing return
overtimeo long run maximizatlon would involve several relaﬁed decisions.
An obvious decision is-how the oil sufplus countries are to manage
their portfolio, given the short and longer ylelds iﬁ real terms on
varidus_alternative assets, zlong with %he risks attached to each one
' oflthémol Since it is in the interest of these countriss to have a
stable ihternational monétary systen, they would also have o decide
._on the extent and fhe form in which they are willing and can contribute.
to this stabiiity. A stable system would minimize possible risks arising
- from manetary turbulance and as mentioned earliér would render portfolio
mansgement less complex.  Furthermore, the Arzb oil eipdrting couﬁtries

share a community of interests with other Arab countries and, therefore,

(2]

-

;A related décision concerns the price and rate of production of oil,
0il in the ground and financial assets are substitubes. ‘

bty
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;tﬁey'would want to decide on how té strengthen financial and economic
~ tles with these countries. Such a2 decision could affect significantly
ﬁﬁe ecbnomic and geographic pattern of investments of the Arab oil
exporting countrieSel
0il ié an-exhaustible resource. ‘It is.essential not only that
-the:generated 0il revenues be used appropriately fSr the,purposeslof.
building upland diversifying the domestic economies but that the emerw
-ging surplus be invested judiciouély to provide a stream of future
returns which would sustain domestle growth. The juaicious use of
available financial resources would nnply a proper dlversiflcatlon of
holdlnﬁs which accounis for prOJected economic as well as polltlcal
 interests. It would also imply the injection of an element of flexibiiihy
.in their asset.holdings which Would permit the surplus countries to
~ take advantage of emerging opportunities.
The rest of this section shall deal with four main issues: (1)
problems of inveitment relatlng go the maintenance of the real value of
‘ and investments;
oil surpluses/’(2) 1nvestments in the Arab countries; (3) 1nyestments in

developing countries and (L) investments in the industrial countrmeso'

B, Same‘problsms of investment:

At any point of time a comparison of existing yields and risks.
_among alternative assets would prov1de a guide to the desirable pattern

of 1nvestmenta 0ver a perlod of time, however, the oil exportlng countries

lFor a dlscusqlon of certain general problems relatlng to the invest-

ment of 0il surpluses see R.E. Mabro, "Problems of Investment" paper delivered

to the Conference on "Ivestments Policies of the Cil Produ01ng Ardb
Countries" Kuwait, February 18-21, 197he

FpirL™ i
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_are interested in maintaining the value of their aéséts and returns
.in real terms. Two problems they have to cops with in today's world
‘;fe (1) inflation and (2) currency adjustmentse
| The prevalance of inflation usually induces the chanelling of
investments toward assets which act as é hedge'against rising pricese
_Real estate has traditionally been.one attractive outlet under such
circumsstancess From é domestic economic point of view such investments
.may not necessarily be the most desirable investments. The problem
Which arises therefore is how to reconcile between maintainiﬁgﬁgglue
of the acquired assets, geﬁefating an adequate;stream of income and
effecting what might be considered a desirable pattern of investmente
Indexihg has been suggested as one way out, i.e. indéﬁing of bonds
and other holdings in terms of the price of a basket of goods and
services. Indexing may of course prove unattainable or unrealistic.
Unfortunately we cannot bub pose the problem here,'offering no éolutioﬁs.
Even if the problem of inflation is dealt with satisfactorily,
there remains the question of currency adjustments which may also lead
to a dedline in.the real value of the assets held by the oil exporting
countfies? The experience of me_ny countrieé since 1871 attest to_the
féct that cﬁrréncy turbulance affecting in parﬁicular; ‘resefve cure
-fencies have not only led to substantial losses but haverfrequently
induced speculation and shifts in funds which themeselves were and addi-
tional source of instability. It is perhaps useful o remark here

that thers is no evicence that Arab held foreign balances contributed

......
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51gn1f1cantly, if at all, to the money turbulance which the magor
money markets have w1tnossed in the pa t few years. |
There are two specific problems which the oil exporting countries
vochowspy nt
faces under existinga&onditions: (1) assuring that oil receipts are

not depleted in redl temms because the currency in which they are demOw

minated is depreciating relative to other currencies and (2) assuring

that the real value of their international regserves as well as their

investible surpluses do not suffer unduly as a conseguence of floating

rates. 'Again a number of suggestions have been made in this cbﬁnection;
for example the valuation of oil receipts, in terms of SDR's or in
terms'of‘an Arab aécounting unit which islbased on weighted values of
major Arab currencies. Tt is not certain,_however, how, short of specific’
exchangs rate guarahtées extended by individual countries, there can

be safeguards against the depletion of the value of invested funds

afising from currency adjustments. It is not surprising that the oil

exporting countries are interested in a stable and well managed inter-

national monetary systé, and in particular in well regulated curfency

adjustments,

A third problem which could be faced by oil exporting céuntries

" in the use of their surpluses abroad is the possibility of arbitary and

discriminatory actions by the capital receiving countries, e.ge the freezing
of assets and expropriation. It is obvious thal the fears of the oil
exporting countries. concerning the possibility of such actions should be

to them
alliviated by extending/Ahe appropriate guaranteese.
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' C. Investments in the Arab-Countries:

Aﬁﬁﬁg oﬁhers, three factors are expected to influence thé flow
of investments to the frab eoconomies. Theifirst is the évailability
of actuél and potential investment opportunities for both publid and
'privafe funds. Such opportunities do exist at the level of individual
countries as well as regionally. The immediate task is to identify
them, draw up the necessary programs, enact‘the-appropriate finanbial
ilegislation which would induce investments (in¢luding guarantees against
take pvers) and at?ﬁore general level implement policies which would
maintain relative financial stability.} Moves in these directions haﬁe
- infact already been initiated by a mumber 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 markeﬁe
Arab financial intefmediation haé a major potential role to p}ay in
lterms of,facilitatingrthe movenent of funds from one counfry té another
' in search of investment opportunities. The more developed such markéts,
the.mofe efficient is resource allﬁcatian within each country_and,re-

gionally. The evolution of such markets is a long run proposition. None-

theless, it should be given high priority particularly as the already -

1 _ ‘ :

It has been arpgued that develommental loans geared to program
finaneineg rabher thon So dndividual projects is a wmors effeciive method
of utilizing available resourcesa

“An Inter Arab Investment Guarantee Corporation is expected to
begin operation soona

el
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’ ex51ting flna.nclal markets abroad act as a powerful magnet to surpms
: i‘uinds. '
| The third factor is the desire of {ae 01l exporbing countries
_-‘t,O'contribute s -c_iirectly or indirectly to the development of the- other
: '-Arab- economiess The economic and politiball-solidarity of the Arab
: ) wérld could prove to be an extremely impprtant factor in ﬁhe‘ ut_:f.lﬁ._ze_x- o
'rtion of the available, suréluseso The J'.nter;-Arab economic appfbach- \'
has bsén and ca{l- remain either bilateral (govérmneﬁt to government)
orr‘muI;Lti]r.atg;al, ioes Vid £ regional funds and banks. The Kuwait
Fand for-.-l*.rlab Econdnic Dévelopnent and the more recent Arab Fund for
- 'Economlc ‘and 300131 Development :Lllustrate 'I:he mul’b11ateral approach.
I " Other Arab regmnal mst;.tutlons have been elther establn.shed or a.re ,

. ‘ ' expec“hed to be est.abllshedo

All the i‘oregoing factors are related to the issue of absorptlve

this capacity is greatly influenced by the human element which manages
‘the 'eéonomy.. The more capable this management s+ the more readlly are - o
-"'potentlal mvestnent opporttmltles identified. and coordmatnd W'J_thln

‘\ an over all program and” the more raadily are avallable resources ab-
! . . .

: C\sorbed.

+ Investments in Developing Economies:

~w=+ -7 Vhat has been observed concerning the Arab economies applies, T
- ' in part, to other developing economies: their attraction to &rab surplus

i‘iinds would dej)end upon availabde opportunities and the establishﬁen_t.

capac:.ty ab . the md:.v:.dual country lével and reglonally. As noted earliery = -
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of an ecbnomic and financial atmosphere i‘avourable to :f‘o'reign invest-

i .
mfezrhs. There are hov Wwever two issues which merit .;pec:x.al attentlon

P ,
in comnection with these countries. The r1‘.‘}:“1:0:51;’ is that they should

not only identify attractive investment outlets but should mzke special
. - £ ’

- efforts Yo familiarize the surplus countries with existing opportunities.

Secondly, there is the question of assistance’ ﬁo some ‘bf these é.oun—
tries which are facing balance of payments problens connec ued W‘.L‘bh Lhe :

increase in oil pI"lCSSo One form of as‘a:f.s’t.a:m:‘= which has already ma=

) ter mJZed in the recen‘hlv establlshed IF oil fac:_lltyn It is

financed, to the fune of about 553 b:LIl_Llcn by some of the oil e:»:portmg

. countries and is intended to finance the bala.nce of pay_ments of

developing countries which have been adversely affected by the recent
0il price developments. In addition a number of cﬁrants have been ex—

tended on a bileteral basié, while other forms o;i“assistance are under

~ discussion by-the members of OFEC..

' E. ) Investments in the Industrialized 'Countries:

While it is. true tha_t‘thé effect of the oil prit:e increases |
was to redistribute in_térnational 1iguidity in favour of the oil exporting

countries, it is also true that, ,given the existing short-run constraints

- on the absorptive capabitiesA of the egqnomiesrofrthe oil exporting and

other Arzb co_uhtries » there will probably cccur in the short-run at least

" a. large.réflow to the industrialized countries. The nature of this reflow

c .
could take the formpadirect, :anestments 2T establluknnent of J.ndustries

and purcqases of real estate or via the major money and cap:;.tal markets

mclud:t.nb the Eurodollar marketoz/

CJoint ventures in the economies of the oil exporting countries

'themselvas constitute anothely channelo

Mrrrrw
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The a’c.tract:.ons of the 1ndustr1allzed countr:u.es for the . oy

P : ' Ve A(T‘ ; /Psqu owed Prus e ik ql...m..u JGL.'VUf s
011 surpluses are many :fthe great ariety of available real assets :
and mstmnents of debt, the re}_atlve eass w:u;h which 1nformat10n

_-can be secunad, 'the available technlcal knowhowzand fe.cllltles »

estan]n shed flnanc:Lal 'bradltj.ons > tradltlonal economlc and f‘:ma.nc:.al |

.t:l..es between the oil export:.ng and the_.mdustrlal gountrles s etcln:':

~ The short-rﬁn reflow of oil surpluses is not expected to.cause any | lI
under‘disruptions- to ffnancial narkets bedause:_ofAtheir dgiﬁﬁh, s_ize-
and -fléxii}ilitye |

| To the extent that S'urplus funds reflow to the indus‘_b_r:ializéd

couﬁﬁriés , i;his W;)-uld .of ecourse ease ﬁhe process of their balance of
pagrients ad;}ustmen'b to the new oil ultuatlon, though the J.neldence

- of the reflow would dlffer from one counury to anotherﬁ) But Whlle
the economies of the industrialized economles pight be al]e nated by
-this defacto vecyhng @f Arab surplus i‘unds , the 011 exporting coun~
trles are. still faced with the problem of maq_ntalnlng the real value
of thelr assetse Perhaps nore concreted efforta at ectmomlc and
i‘:l.nancml cooperatlon bﬂtween the two parties dlrectly or via t’qe

'-mtemediatlon of mternat:x_onal flns.nc:.al organlzatlons could lead
to some satisfactory results in 'bh:r.s regardo . |

1

=

gglleviatlon of the bala.nce of payments burden of 'bhe J.ndus»-
trialized countrles would also take place ¢n the current account s:.nce
_ the larger portion ofy Bil exporting countries expendltm gn gooas and
< . services will be made in these countriess . o

5;" . | ' o _l) ﬂ(- A "}t‘mt ‘fL‘rw-'( /flf("-f\ Lr-v.f,(, raﬁm; ) m., h‘f.ycar-“- r.,...,}
- &uw“{‘n-d ftmﬂ ('\:-IT -"‘“"’[‘_ H//lxw id’-’rt.c "U;J!'jv;\)-/ "4/{7/]*{1{— hv.,..s‘ :
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IV. Conclusions. S - o | I
- (1) The recent oil price'adjuétménts coul& be-regarded
-é$ a coffection for the past—undervaluaﬁion,of oiliand; by-con«h
~ sequence, the pfeviously relatively inadequate level of oil re-
vénués aécfui;g to the oil exporfing countrieso‘ Whether this -
‘correction is sﬁfficient,rinsuffiCient or mors than sufficient. is
a separate issue nol dealt With in this pa?arg,
| | (2)_The emergenﬁe of ;ubstantial'oil revenues foéﬁses
attention on the developnental problem of thejﬁil exporting coun= |
tries: their_ability to transform‘oil revenues into resl re-
sou;ces;.i;eo their'absorptivelcapacity in the short and the Jonger
rﬁn;) 0il is an exhustible resource and the importance of its |
judicious use for building up and diversifying the domestic econow
mies‘of the oil exporﬁing countries in agcordancelwith rational
';pléns qannoi;be'bverstateds Rationallforeign'investmentérof suré
- pluses which provide a\cantinﬁing future incbme'stréam is eéually.
impoftant} Thq conceﬁt of a surplus refers to the amount available
for investment éfter allﬁwing fér cbsorptive capacity (either at
the indivﬁdual‘country level or at therlével éf.the Areb economies
léombined) and for any desirable increases in the levelwofiihteré
- national reserves ﬁf_the countries:concernedo - | |
(3) Thé_impéoﬁ of the oil price increase on the balancé
of payments of consuming countrieslis expected to vary from

one country to another. ©n the_whole, the indusirial economies

1) 7L %4«»1’/7!/[ trnTries Com /v{c/ a gl o Vs CTM.«..(LIZI.G"‘ :A
per z‘ru‘f»'fw‘ Wl e Areb e;//’gufa,-,rf».:; Cranl s b wirb.-_*-‘m“)_
Oond thn“;» Ueie v duslro? bose - ' oo L
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are likely to cope effectively with the new situatiom; many of

5 the developing countries will also be able to cope with it parti=-

.éﬁlarly those countfies which are benefiting or'haﬁe benefited from N

thd rise in commodity prices and also maintain relativeiyrhigh
levels of intérnatiqnal reserves. For other cﬁuntries short-fup
accomodation hgs been forthcdming through‘multilateral and/or
bilateral éhannels; additional assistance by oil exporﬁingtcountries
}could be expected; ‘This question-highlights the:new résbonsibilities
of these coungrles in the intex 1atlonal nenetary system and the

7heéd to have them assume a 1arga?r01e than hitherto in its management
particularly'as,they'are concerned_ﬁith contributing to 1its stability§

. ) iﬁ-decidiﬁg on alternative uses of the#r investible sur;,

-bluées; the.oil exporting.countries have to be concerned with maximising
their retumrn, in real terms, over time, snd with:maihtéﬁning the real -
value of their oil receiptsae Yields on various_aiterhaéive short

_ané 1ongerlterm assets;have-to be adjusted for inflationary trends
While'ﬁassiblg'curréncy édjustménté have:to be taken into accoinba
Similarlty, the oil expoftiﬁg countries would like to*aséuré, By one
means or another, tha$ the value of their oillreceipts in real term..

is being maintainedg Certaln suggestions have been made to cope |

whops 100y
with theoe various problems but acceptable solutions have yet to be

worked oub, 4&n additicnal concern of “these countries is to secure

adequate guarantees against expropriations and similar achse
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(5)'Turning to the geogra;mic pattern of the Arab oil

" investments, -their flow to other nrab countries will be governed

by .available opportunities as well as by the effectiveness and

. strength of inter-Arab economic and political solidarity. Thé '

flow of ﬁrab 0il money to other developing‘eCQnomies_where
potential oppértﬁnities do éxiSt-is‘likeLy to be governed by the
Iéxtent to,which-the surpius countries are familiar-with these
 opportun es and with the adequacy of guarantees extended to
foreign inves£ments by the host countries; somerfupds willlalso

flow in. connection with aid‘brograms sponscered by the oilzpreduéing

 countries whether directly or via international organizagions.

. N i ) . r . R
'Given the short-run constraints on the absorptive capacities of the

Arab economics, & la?ge portion - of the Arab ourpluq fUHu is. elp60ucd

Wy ;(‘/ o
to reflew to the mdgor ﬁ%%tsmm-money-and capltal markets, which m NS

et e YCHUCT SR : \‘.'.;,.:a.:__h‘.*,m.,ﬁﬂﬁmidif

dr bi"w‘maL 'rirh ’Hg_’__q,[__i e Ul wA‘lquh.}/C“'*"f'\.,
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depth of - #ﬁ%— (] Jl}f markets it is ‘unlikely that bue re-

flﬁw would cause anyiimportant disruptipnso‘ Thg‘industrial economies‘

balance of payments will be alleviated not only by this défactoy
recycling_of Arab surplus funds bk aiso by-the increasinc‘expen-'
ditures of the. drab oil exportlng countrles on goods and vervﬂces

(_%r
the~&»§%gy part of which is expected to orlglnate in the 1ndustrlal

countrlesp
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Je commencerai par réitérer mes remerciements pour les organisa
teurs de cette rencontre et jé m'excuse auprées de mes collégues parti- cx
pants de ne pas avoir pu faire ma communication par écrit et vous l'a-
voir distribuée dés le début, et cecl pour des raisons que j'ai déjéreg
pliquées aux orgaﬁisateurs de cette rencontre,

| Mon intervantion va porter sur les possihlités d'investissements

et de développement industriéls en Tunisie dans le cadre d'une ﬁision
globale de la coopération et de la collaboration entre la Tunisie, le
monde arabe et le monde méditerranéen d'une part, et le mbnde occidgntal,
et particulieérement les pays du Marché Commun - dont 1'Italie fait partie-
d'autre part, | _

En effet, depuis 1960 et le démarrage de la planification en Tuni
sie, le pays s'est engagé dans une vole irréversible de décolonisation
éconbmique° Cette dynamique dans laquelle s'est engagée la Tunisie s'in
scrit, comme je l'ai déja dit, dans un cadre national mais aussi dans
une vision de complémentarité entre les pays arabes et méditerranéens

| d'une part, et l'occident ~ et spécialement les pays du Marché Commun -
d'autfe part. ) | | -

Suf le plan optionnel et au niveau des relations bilatérales et
multilatérales, cette dynamique de développement et'de coopération s'in
scrit dans le cadre d'une nouvelle visionlde'relations économiques,

Cette nouvelle vision Se_base surtout suf le désir de remettre
les relations économiques internationales sur des bases d'équilibre, re
lations gntrelmonde en voie de développement et monde nanti. |

En effet, la guerre, le conflit du Moyen Orient constitue le déto

nateur qui ébranla les étructures bloquées, et ceci devant les négocia-
tions et dévant 1'échec de ceé négociations entre pays arabes et monde
occidental, lequel échec est qui enéage les pays arabes dans une véri-
table bataille de libération économique, Et - c'est ia révélation -
c'est pourtant que des pays du Tiers Monde en général, et arabes en paz‘
ticulier, ont oéé se dresser pour redresser unilatéralement la situation
A 1'opposé. o _ _

| Ce que‘ies pays nantis appelleﬁt 'crise de 1'éneérgie' n'est en
fait que la preuve que les.pays en voie de développement en général, et
le monde arabe en pafticulier, sont capables aujourd'hui de maftriser

un peu mieux leur destin,
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Le relévement, ou plutdt le réajustement du prix de pétrole, décidé
unilatéralement par:.les pays arabes producteurs de pétrole, est un acte
de souveraineté écoﬁomique qui annonce le début d'une remise en cause
effective de la politique économique internétipnale.

En effet, 1'exemplé des pays drabes a été immédiatement suivi par les
,aﬁtres producteurs de pétrole, puis bar d'autres pays'pauvres‘mais pro
ducteurs de matiéres premiéres. La plupart des ressources miniéres ou vé
gétales des pays du.Tiers Monde connaissent déja un début de valorisation
qui compense particuliérement 1'érosion monétaire subie ces derniéres an
nées,

| Un auvtre pas a été franchi avec la cascade des nationalisations et des
‘prises de participation-dans les compagnies étrangeres exploitant des
ressources, - '

Un phénoméne de solidarité agissante se manifeste alors entre les pays
du Tiers Monde qui voient dans la contribution et la constitution des
groupements d'intérét un moyen efficace de lutte contre 1'hégémonie du
monde développé. C'est une véritable dynamique de la décolonisation éco
nomique qui est déclenchée, |

De 1'autre c8té, les nations riches sont d'abord prises de peur et de
panique, Leur premier réflexe reléve encore de cette myopie tradition-
nelle en la matiére dui les empéche de concevoir les réformes nécessaires
dans le cadre d'une évolution pourtant inéluctable.

On étudie plutdt les moyens de répercuter les hausses des prix des ma
tiéres premiéres dans les prix des produits manufacturés, on s'évertue
a inventer desvformpleé de plus en plus sophistiquégs, a4 caractére appa
remment technique, en vue de canaliser-les flux monétaires nouveaux,
‘comme s'il ne devait s'agir que d'adaptations de systémes dont on vante
la soupleése, et comme si 1'hégémonie des nations riches sur le Tiers
Monde devait &tre pérpétuellé. _ |

Dialogué des sourds, escalade vers une guerre économique, rébellion
et revanche du Tiers Monde, en un mot le développement du Tiers Monde
est-il’ incompatible avec le progrés des pays riches? La tentation de 1l'e
scalade est réelle, les risques de confrontation ne le sont pas moins,
Les pays développés sont .partagés entre le désir de ne rien changer et
la conviction qu'on ne peut reporter-indéfiniment les solutions fondamen

tales, : a



Pour sa part, la Tunisie qui a toujouré cru en la coopération inter
nationale, comme source de progreés pour'toﬁs, et qui a bénéficié depuis
son indépendance d'une contribution étrangére substantielle au finance-
ment de ses.investissements, estime que ces tentatlons et ces risques de
confrontatlon et d'affrontement persisteront tant que de nouvelles bases
n'auront pas été adoptées pour‘lacooperatlon economlque entre les peuples,

De cette vision nouvelle du monde que releéve le plan Bourghiba pour
la coopération, inspiré de cette philosphie sur laquelle la Tunisie a
basé toute son action politique, Pour la Tuniéie la lutte pour 1l'indé-
pendance n'a jamais signifié,-haine ou vengeance mais substitution de
rapports de coopération entre partners égaux a des rapports de domination
entre colonisateurs et colonisés,

S'agissant des relations économiques internationales, la Tunisie reste
fidele é.sa doctrine, Il faut substituer & la politique économique ac-
tuelle des pays riches des’ relatlons de coopération et d'entr'aide entre
peuples égaux, assurant avec‘la'méme volonté au développement et au pro
grés; o 7 | _

‘ Entre les deux mondesqui risquent de s'affronter il n'y a pas d'incom
patibilité d'intéréts, mals au contraire il y a complémentarité de res-
sources et convergeance d'objectifs, Que les pays déveiOppés acceptent
une révision des rapports de domination et .1'antagonisme cédera la place
4 une coopération, tout cela cohétitue-une réelle vision nouvelle de la
coopération intérnationale,'

En fait, s'il est vrai que,lé décision des pays arabes producteurs de
pétrole a mis & mu le 17 octobre 1973 la trégique division du monde en
peuples riches et peuples pauvres, i1l n'est pas moins vral qu'elle a sur
tout démontré & quel point ces peuplés ont besoin les uns des autres,

La pauvreté n'est pas toujours faiblesse mais la richesse n'est pas né-
cessairement développement,

Les atouts ne sont plus du méme c8té, la codpération internationale
indispensable devient ainsi négociable, Elle reprend sa pleine signifi-
cation avec, 1l'émergence d'un nouveau type de rapports économiques entre
nations, Ce nouveau type de liens entre pays en voie de développement
et pays développés implique'une charte universelle de,développment qui
consacrerait cette nouvelle philosgphie ainsi que les principes dlrec~

&

teurs qul doivent regir la cooPeratlon internationale,
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Premiérement, il importe d'abord que les pays développés conviennent
que le développement du Tiers Monde ne péut que les aider eux~mémes a
se développer, et que la remise en cause du systéme actuel ne peut im
‘pliquer ni inversion de r8les ni revanche, Il faudra qué le monde déve
loppé comprenne qu'il a intérdt - ce n'est paé seulement une question
de doctrine - & envisager le développement du Tiers Monde pour accroltre
ses propres possibilités d'avancer et de progresser,

L'exemple du Canada est éloquent, Son industrialisation n'a jamais
porté préjudiée a l'économie des Etds Unis, bien au contraire, elle a
offert & ce pays développé de nouvélles possibilités, De méme le déve-
loppement des Etats Unis a favorisé un plus grand développement de 1'Eu
rope. N'est-il pas évident aujourd'hui que' le développement de 1'URSS
et de la Chine va profiter considérablement. aux économies américaines,
japonnaises, européemnnes sans qu'il y ait rapports d'exploitation ou de
domination? C'est que le progres appelle le progrés, tout comme la mi-
sére appelle la misére,

Dire que la coopération Sera‘contractuélle c'est dire que le cadre.
'donneur-receveur', assistant et assité! a vaincﬁ° Une coopération
contractuelle implique des partners égaux et des obligations réciprogques,
équilibrées, estimées équitables pour les deux pays.

Mais parler du développement c'est aussi le plus souvent évogquer 1l'in
dustrialisation.‘Pour nous ,une industrialisation véritable n'est conce-
vable que dans la mesure ot elle est basée sur la transformation sur |
place de la ressource naturelle ce qui est 4 méme de permettre de résoudre
définitivement ‘le probléme des prix des produits de base et la détério-
ration des :termes d'échange et de fournir une clef naturelle et indiscu
table pour la répartition du travail et la redistribution des richesses.

Parce que dans notre-esprit, 14 ot 11 y a matiéres premieéeres 11 n'y
a. aucune raison de les transporter 4 10,000 lire le km pour les traﬁsfog
mer sinon celle dfaccéparer.toute la richesse., Ceci est d'autant moins
justifié que ces pays avancés tfansplantent des millions de travailleurs
pour faire face aux besoins de leur croissance et, en termes clairs,
r'pouf traiter les matiéres premiéres importées, '

Ceci ne veut point dire que nous préconisens l'abolition du commerce
des matiéres premiéres. Sa valorisation sur place ne peut &tre que pro
gressive. Pour cela, une Charte de Développement sera lé charte du re-

dressement et des équilibres & partir duQuel des contrats spécifiques
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de dévéiOppement pourraient &tre congus.

C'est d'ailleurs dans cet esprit que la Tunisie va entamer dés le
mois de septembre 1974 la négociation d'un nouveau contrat avec le Mazl
ché Commun Européen, |

Sur le plan national, depuis janvier 1973 la Tunisie s'est engagée

‘dans la réalisation de son quatrieme plan - qui est quadriennal, 1973

- 1976 - lequel plan s'inscrit dans le cadre de la deuxiéme décennie de
développement, 1973-1982. Ce plan QUadriénnal dont je parle fixe éomme'
finalité premiére 1a‘promotiqn de 1 'homme. Cette promotion passe avanf
tout par l'emploi et le relévement des économiqueﬁent faibles. A la suite,
le second objectif d'ailleurs, est le dégagement de la tﬁtéle financiére
étrangére, A titre d'exemple je vous citerai que le pourcentage du finan
cement des inVestisSements tunisiens au cours de la premiére décennie,

1962—1971, représentait 45% contre 55% de financement intérieur. Pour le

plan quadriennal 1973—1976,ce.pourcentage‘de financement extérieur descen

dra jusqu'a 207% et nous espérons n'atteindre que 18%.

Pour cela, la Tunisie figure parmi les premiers payslé avoir'pris des
mesures efficaces pour 1'encouragement de 1'industrie et l'eﬁcouragement
aussi des industriels étrangers a s'installer sur son sol dans le but de.
produire pour le marché national d'une part et pour l'exportation de
l'éutre. |

'Je dois ici citer une loi - c'est la lei du 27 avril 1972 - portant en

couragement des industries exportatrices installées en Tunisie. Je donne

comme exemple que les industriels italiens ont été déja invités pour une

premiére visite en Tunisie et l'ont déji rendue durant le premier tri-

mestre 1974;‘c'est une délégation qui représentait la Confindustria ita

“lienne qui est venue en Tunisie pour voir et connaitre les vrales possi

bilités et les réels encouragements que la Tunisie offre & 1l'industrie

italiemme sur son sol national,

TDonc, pour faciliter ce contact et pour rendre ce contact plus facile
entre industriels italiens, et étrangefs en général, d'une part et in-
dustriels tunisiens ou possibilités nationales tunisiennes, une ‘agence
de promotion des investissements a été créée et les agréments, & titre
d"exemple, qui ont été déja accordés 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 destinés pour l'industrie exportatrice,




Parmi les industries susceptibles d'&tre développées et sur leSquelleé
le quatriéme plan de développement national met une importance particu-
liére, nous pouvons citer les industries élimentaires, les industries
de transformation s+ de conservation des produits agricoles, les indu-
stries du culr et de la chaussure, les industries diverses telles que le
matériel de précision, les industries de plastique et celles surtout de
la pétrolchimie et des dérivés du pétrole,

Sur ce point, bien que la Tunisie, n'étant pas grand producteur de pé
trole - ceci je donne a titre d'exémple, que la production tunisienne en

‘matiére de pétrole aujourd'hui est de 4,300,000 tonnes - et il est pré-
vu pour 1976 qu'on arrive & 10 millions &e tonnes, et d'ailleurs ce
n'est pas une prévision en 1'air mais c'est une prévision qui se base
sur des données réelles, sur 1'état d'avancement des recherches - donc
bien que la Tunisien 'est pas un grand producteur de pétrole, elle a été
le premier pays & avoir fait avec 1'Italie une réelle politique énérge
tique. Et je veux citer ici la partie ENT Itélienneo ‘

Cette politique va de la recherche jusq'au raffinage. La premiére raf
finerie, d'ailleurs, qui a été installée a Biserte, en Tunisie, est une

’raffinerie-tuniso—italienne, Sa capacité de production... de rafifinage
est de 1 million de tormes, et a partir de 1975 nous entamons 1'installa
-tion d'une nouvelle usine de raffinage d'une capacité de 6 millions de
tonnes dans la région de Gabés, vu que toute 1la région de Gabés au sud
tunisien constituera pour nous le pdle de développement industriel pour
toute la Tunisie et d'ailleurs c'est le point d'attraction et de coopé-
ration pour 1’installa£ion d'une industrie en commun avec la Libye ou
avec d'autres pays européens,

‘Dans ce secteur de pétrole nous considérons qu'une véritable coopéra
tion entre pays arabes et 1'Europe serait de grand intérét parce que le
pétroie n'est pius pour nous un générateur de royalties mais au contraire
un propulseur des économies nationaies des pays arabes., Le pétrole pro
pulseur d'économies nationales est une source enrichissante d'industria
lisation, .

L'exploitation des dérivés du pétrole est d'une rentabilité réelle
comme le développement d'ailleurs du secteur de la pétrolchimie,

‘Quant aux investissements dans ces différents secteurs, dont j'ai
énuméré certains exemples et ceci 3 titre indicatif et non limitatif,

ils doivent provenir des possibilités nationales ou des financements



extérieurs, et arabes en particulier, Nous avons,promulgué un code des
investissements qui est riche en encouragement, 7. - ., .7 | .

Nous classons les projets qu'on doit agréer ou qu'on doit encburager
suivant la nature du capital, suivant la structuration du capital, suivant
1'activité et suivant le nombré d'emplois agréés, ceci en égard au pro-
bleme fondamental auquel on accorde l'importance premiére, c'est la créa
tion d'emplois, | S , o o

D'autres éléments de classement & part le capital, d'autres éléments
donc d'appréciation, peuvent &tre pris en considération et surtout la
priorité de l'investissement: en cause, le lieu d'implantation du pro-
jet en Tunisie, la nature de LTactivité, le nombre d'emplois payés et
surtout la nature de l'apport en capitaux, en devises ou en dinars tuni
siens, ainsi que le degré 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 différents avantages, ils existent dans le Code des Investissements
d'ailleurs - pour terminer, je me peux pas passer sans parler des possi
bilités qui s'offrent avec la réalisation de plus grands projeﬁs: eur-
méditérranéens, Je veux citer le gazoduc liant 1'Algérie, la Tunisie et
1'Ttalie, Ce projet créera - nous en sommes slirs - des liens permanents
et non des liens mercantiles entre les trois pays.:

Je vous remercie de votre attention,
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T,  INDUSTRIALIZATICN: ITS OBJECTIVES AD ROLS I THE DIVERSIFI- -

CATION OF TuZ ECCNCLIC STRUCTURE.

Elimination of eccnomic backwardness in any developing country
requires that dcomestic development potentials be steadily and appre-
ciably increased and a éiversified eccnomic structure set up which
would enable the various sectors to make their cwn contribution within -
a well defined development plan. Evidently, industrialization offers
in this respect cne of the most importimient and effective tcols to help
achieving this vital target.

_ Diversification of economic structure is a pressing need in
developing countries and is a complex and inter-related operation and, .
so far, there is nc single formula that may acccunt 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 .

Moreover, realization cf economic development through diversi-
ficaticn requires not only changing the prevailing structure and estab~ -
lishing new industries, but also setting up an cptLNum balance between
the various branches of national eccnomy in each stage of the econcmic
development process. This would enable achievement of econcmic progress
at the least possible costs and avoid lowering development rates deter-

mined in the plan.

In crder tc have an insight into the possibilities of diversi-
fication and determine optimum priorities, it is essential to carry cut
general surveys s¢ as tc get acquainted with the extent of availability
of natural rescurces and determine their locations, as a preliminary
step tcwards studying the pessibilities of their utilizaticn for indus-

- trialization purposes.,

An impcrtant factcr that should be borne in mind in the indus—
trial development process is the close contrcl of the extent of both

" industrial and agricultural development particularly in thcse count-

ries which still are mainly agricultural, like the Syrian Arab Republic.
The reason for this lies in the fact that—an imbalance between the
growth of agriculture and that of industry can have unfortunatce conseqg-
uences con the growth of the economy as a whele.

Industrialization consists of the implementation ¢r expansion

"of a continuing and ever-growing series of iadustrial development pre-
jects. The objectives of incdustrializaticn are many many-faceted and

it is of the utmost impertance tc define them in as clear, comprehensive
and explicit terms as possible, despite the difficulty that such defi-
niticn invclves. ©Mevertheless, a preliminary, but by nc means complete
list of possible major cbjectives of 1ndustrlallzat10n nay be drawn up
as follows:

1- Tec raise living standards.

2~ To promote manpewer emplcyment.
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To accelerate the rate ¢f development of the industpiél :
sector and broaden the range of manufactured goods preduced.

To develcp greater eccnomic independence.

To ensure that new investment in each branch of industry

makes appropriate use of the economies of large scale
production and incdern technology.

Tc achieve certain balance-cf-payments cbjectives, for .
example, by develcping an appropriate mix of impert-.
substitution and export-oriented industrial prcducticn,

‘To direct new investment intc those branches of industry or
projects that have government pricrity.

Tc promcte the desired geographical distribution of new
industrial activity.

. To

promcte a more equitable distribution of income.

To develep and maintain the desired balance between public
and private ownership c¢f industrial projects.

To
on

To
cf

To

ensure that a sufficient volume of finance is available
appropriate terms for the industrial sector., '

ensure tihe development of a growing and adequate boedy
experienced entreprencurs and trained industrial managers.

ensure the development of an adequate supply of engineers,

technolegists and technicians. .

To

promcte the development of naticnal téphnology and

rescarch, suited to the ccnditions and rescurce endcwments
cf the country.

Tc make maximum use of the oportunitiés for regional co—
operation in the field c¢f industrial development. :

Achievement cof these objectives requires the formulatiocn of long-

" range industrial development plans and programmes, as well as the design
of a scundly conceived and consistent set of industrnial policies and palicy

measures that would ensure availability of siuitable implementaticn tecls,
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IT.. DEVSICRUENT AND PLANIING

The preocess of econcmic development is characterized by being a
dynamic and continuously active one, and liable to adjustments depen—
ging upcn changes in prevailing conditions. Ccnsequently, the same
applies tc the planning process.

Ecencmic planning may be defined as a scientific ferecast based
on the use of chbjective cconcimic laws and knowledge of the trends
follewed by the different orecductive branches as well as of the needs
and reqguirerents cf the socicty and possibilities of developing it.
Planning, therefore, ccnstitutosan important means of accelerating prog-
ress anc is mainly the responsibility cf the state.

Planning in this sense of the werd is a relatively recent event
in the Syrian Arab Republic¢, Its first application was on a limited
scale, beth in scope and aims, and its main objective was raticnali-
zatibn‘of investments in the public sector. Then it passed through
varicus stages until it settled in the form of integrated and systema-
tic programmes of ecconomic and sceial development covering toth the
public and the private sectcors, This was in the early 196Cs which
witnessed the issue of the First Five-year Flan for Economic and Social
Development, 60/61~64/65The Second Five-year Plan 1966-1970 followed
next, then the Third Five-year Plan 1971-1975, which is the cne in force
at present,

During the period 1955-1980C, pricrity was given tc infra-structure
development projects. In the First Five-year Plan attention centred
mainly on agriculture, while in the Second Five-year Plan the main stress
was on the intrcduction of fundamental changes in the eccncmic and sccial
structure of the Country, in order tc achieve a continuous self-supported
develepment which weuld lead to uplifting the economic and scocial wel-
fare ¢f the Syrian people in the near future, tc raisé living standards
in urban and rural areas tc acceptable levels, tc establish an industrial
foundation which would cope with domestic natural and agricultural poten—
tialities and t¢ raise agricultural productivity. The Third Five-year
Flan, however, aims basicalily at completinz the building of the indus-
trial base by the development angd modernization of existing industries-
and the establishment cf industries which wculd enable the Country to
explcit its natural and agricultural rescurces. Investuent allocations
envisaged in the Plan give first oricrity to the industrial sector.
Agriculture comes next followed by other sectors, The Plan's target
is to make the contribution of industry to national income not less
than that of agriculture, : '
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13X, TUDUSTRIAL DEVELCPUENT ACHIEVELENTS

Cverall economic appraisal of the performance ¢f the industrial
sectcr during the 156Cs reveals the achievement of an appreciable
progress in most branches of industry,., Such progress, however, acce-
lerated since the early i970s when a number cf new industrial projects
started actual production after completicn of trial runs. Among these
projects mention may te made of the follcwing: steel rclling mill,
nitrogen fertilizer plant, fine cotton-yarn plant and exploitation of
rock salt and phosphate rock deposits,

However, since the carly 1970s and precisely since the Corrective
in the

movement of 16 Movember 1570, Syria gave big and scund steps
context of industrial development. This is evident from the fact that
Gross Doimestic Product ( GEP } in the manufacturing sector achieved
during the pericd 1970-1972 an annual growth rate of 13.0%, while the
correspending figure for the period 1960 - 1970 was 5.64. N

) Mention may also be made of the measures adopted in the early
1570s 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 rcle in strengthening the national eccnomy and develop 4t in
the field of industry, beside the public sector which leads the process
¢f economic develcpment. 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 induStrial
enterprises or the enlargement of existing ones were as foliows: _

. Year 1571 - 1872 - 1973
Number of licenscs granted 1237 770. 593

- Bstimated investrments i
involved (LS million) - 106.4 99.0 13079

The Syrian Arab Republic makes ever increasing efforts to streng-
then, expand and develcp its industrial base. Thus the Second Five-year
Plan 1566 - 1970

rolling, onion dehydration, china table-ware, telephcnes and telephone
exchiangers, etc., in addition to the large expansion and development
schemes introduced intc many Cther existing industries, like: textiles,

pertland cement, sugar, vegetable cils, soap, fcod canning, refrigerators

and cther metal-working incdustries, television sets, etc. .

" Allccated investments of the Third Five-year Plan 1971 - 1975
anmount tc 8020 million Syrian pounds; industry, fuel and power are the
sectors to which the largest allocations have been made, as follows:
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resulted in establishing ¢ number of new industrics,such as:
nitrogen fertilizer, tractOr assembly and agricultural implerents, steel .
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Allocations  PFercentage with respect

(L8 millicn) to total Plan allcca-
' ‘ tions.
- ‘public sector 1173 . 14,65 %
~ Industry <« : ) ’
: private sector 180 1.88 %
. Total 1323 16.53 %
- Fuel and pcwer ‘ 1014 12.67 % .

However, a number of projects have recehtly been added to the Plan,
particularly in the industrial field. These will be menticned later on.

In crder tc give &n overall picture of the achievements of indus-
trial development in the Syrian Arab Republic, a nuwnber of statistical
indices closely ccnnected with the subject may be referred tc, namely:
industrial output ,value adcded, labour force, fixed capltal forma- .
tion, power consumptlcn and export

A brief review of these indices is given in the fcllowing parag-

i~- Industrial cutput.

Thg average annual growth rate of industrial cutput during
the period 1964 -~ 1972 reached 8.77%, which exceeds the - average
annual growth rate of gross cutput for all sectors Lor the“same
period by 2. %, the latter being 6.5%.

Table 1 gives the value of the gross cutput at factor cost
in the various econcimic sectors during the period 1964 - 19723:
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“( %) Including: electricity, gas and water.

Table 1;_Value of Gross Cutput at Factor Cost by Sectors

( LS million, at constant 1963 prices ).

Indices of grcss output at

Sector 1564 1966 1968 1570
Agriculture . 1572 1285 1307 1373
Mining and _ .

manufacturing * 1678 1879 2083 2609
Building and ‘ ‘

construction 322 - 363 421 445
Transpert and : ' '

communications 475 534 §75 796
_Finance and insurance 85 87 . .97 126
Wholesale and o S

retail trade . 840 890 %01 1085
Ownership of dwellings 307 324 340 352
Government ‘ O 627 755 913
Services 310 365 417 480

Total 61,89 6344 6066 8188

1572

1764

3086

' 559

842
164

1250
387

1205
579 -

9840

facter cast for some sectors during

the period 1964 - 1972 are shown in Table 2.

Table 2. Indices cf Gross Cutput at Factor Cost.

( 1963 = 100 )

S AT s o LA R SEAES AR YT nanbe s e e ©

- Sector 1964 1866 1958 1970
Agriculture - 112.2 91.7 83.3 98.0
lidning & manufacturing® j04.E 117.0 127.5  162.5
Building and ‘ ‘
constrpction $9.4 112.C 129.4 137.4
Transport and
communications - 1i4.5 126.3 162.7 191.8
Total - -, 107.5 116.2 121.C 142.2

1972
125,89
192.3

172.5

202,9

170.9
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& ~ It is cvident from figures menticned in Tablesi and 2 that indus-
i trial output almost doubled during the period 1963 - 1872, i.e.,finc~

reased by 92,34, This is a clear indication ¢f the rapid growth rate
achieved by Syrian industry during that period. It is alsc evident

that since the late 1950s incdustrial output began tc realize higher
growth rates than in previous years, due to econcimic prosperity of the
various sectors as a result cf the pood agricultural harvest in 1569

and the start-up of producticn in a number ¢f new industrial projects,
besides the increase in the centribution of the oil sector in particular,

_ Table 3 shows the .contribution of the varicus industries to the
gross manufacturing cutput during the period 1968 ~ 1872,
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Consumer gcods industries:

R G R

Table 3.

Contribution of the varicus industries to gross manufacturing

i

BOVORS

PR T [ —

PR
1

R

1i-

Fced processing, bevera-
ges znd tobacce indust-
ries.

Textiles, wearingz apparel
and leather industries.

Weod and furniture
industries

Pager, printing and pub-
lishiing industries

Zmsic metal industries
Hetal products industries
Dornestic personal services

IHscellaneous

output (At current prices, L3 millien) .
1968 1970 1572
LS million % L3 millicn % L3 millicn %
5156 29.9 863 35.8 1056 25.3
726 42,2 836 35.7 1550 4%.,5

72

4.2

C.8
5.5

88

132
20
39

5

145

25

303

25

O

1454

2C03

3118

fubtotal
Eazic intermediate industries:
1- Cheniical industries and '

chemical products

Mon-metallice products
incdustries.

.183

86

10.6

5.0

231

109

9.9

4.5

459

77

Subtetal

268

15.6

340 .

14,5

Toctal manufacturing

1722

180.0

1C0.0

3554

industries.

PE TR T Iy e L e B e e o P
i . v oy N

s

remrYBe

o e g T T TR T

FrETagRT, e e

T e s a1

PP

g

ey e e

R e




e

[

5

o T

.

P o T e

T S AR g SRR R L % Ay

Figures given in Table 3 reveal that consumer goods industries
rank first in relaticn to.gross manufacturing output, accounting for
about 85% of the total. The most important industries of this cate-
gory are food prccessing, beverages and tobacco industries and the
textiles, wearing apparel and leather industries, which account for
about 72% cf the gross manufacturing cutput and about 85% of the total
output of ccnsumer goods industries. lMcreover, it should be pointed
cut that main bulk of production of consumer goods industries goes to
lccal ccnsumption and cnly limited emcunts. are exported.

_ . The contribution of basic intermediate industries toO gross man-
ufacturing cutput is very lcw, represenblng only about 15%.

It is evident from these figures that the Country is still in the
relatively first stages of industrialization, where the main propcrticn
of industrial producticn comes from the ccansumer goods industries which
are basically intended to serve the domestic market. ' '

Data representing the manufacturing cutput in 1970 produced in
enterprlses belconging 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 53.4554. The proportion accounted for

by the private sector is 36.51%, while the ccntribution of enterprises

with mixed ownership is almost negligible, representing only G.04%,

Relative figures and percentages are shown in Table 4. Such data clearly
indicate the leading role played by the public sector in thé industrial develop-

ment of the Country, which is in line w1th the eccnomic pelicy cf the
Government.

-

Table 4. Distribution ¢f manufacturing ocutput according

to ownersifip of enterprises, 1970.

{at current prices, thousand Syrian pounds).

. o ' manufacturing ocutput percentage

a~ Public sector : 1 487 116 63.45
. b= PFrivate sector 855 58% 356.51
c~ [Mixed ownership . 856 Q.04

Total 2 343 561 © 4100.00
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Contribution of local industries to supplying domestic

demand for maanufactured goods.

West of the new industries established over the last 20
years have cencentrated on supplying the domestic market, with
the net result that the pattern of industry did not change very
much during the said pericd. - :

Local industries have been able

to supply the domestic -

gemand for manufactured goods (i.e., local production plus imports

minus exports)

-and 84,7% in 1970, as shown below.

3.

-during the above mentioned pericd,

it

" sector tc

GrOSS-Oufput, producer's value
{at constant 1963 prices)

Imports of manufactured gocds

Total .

Expcrts of manufactured gcods

Total demand for manufactured
goods:

Propertion of domestic demand
satisfied by the local industry

Value added in industry

to quite a good extent, reaching 72.6% in 1960

1960 1870

LS million
1424,7 2643.9
473.C 551..0
1897.7 3194.9
107.0 71.0
1790.7 3123.9°
79.6 % 847 %

_ Value added in the industrial sector increased during the
period 1964 - 1972 by 884, i.e., by an annual growth rate of
it 8.2%, compared with the increase in all sectors of the economy
© during the same period which amounted to 5i%, i.e., by an annual
_ growth rate cf §.1%, -

Table § gives the composition of the Net Domestic Product

(NDP} at factor cost from 1964 to 1572 and shows the actual share
aS well as the percentage contribution of the majcr economic seg-
tors to MNDP . '

It is evident from this table that the contribution of the
mining and manufacturing sector to MNDP showed a steacy increase

became 18.5% in 1572,

andé while it was 15.0% in 1964,

Table 5 also incicates that the most important economic sector
is agriculture and that fluctuations in the contrilution of this

NGP are reflected in the contributicn of other sectors.,

This- reveals the need for a radical change in the composition of
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‘the Net Domestic Product in- favour cof mahgfacturing industry.

In this context it may be useful tc show the contribution of

labour force to the realization of value added in industry, since

.it enables estimaticn of employment efficiency and labour produc-

tivity in genecral. This index is given in the form of a ratio of

value adced to the nuwber of perscns employed in industry, as
shown in Table 6. '
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‘Table 5.

R S SR P

Composition cf Net Domestic Product at factor cost

( At constant 1963 prices, LS million )

Sector

1964

1966

1968

197C

NDP %

NDF 7

NE@

pA - NDP

%

Agriculture
PR - AL
Mining and manufacturlngk

Building and constructicn

Transpert and communica-
ticns

Wholegala and retail trade

Uther

e eyt
SooTOoYe

1252 ! 33,7
5741

1044 2.7

i7.1
15.5

353

"33 9.1

544 |
|

14310 40,4

14.6

PERNRR S -

l

1025

24.3
16.4 520

3.4

10.7 EB6

S 14.7 572

wmy L w 1517

23,9
18,8

2.5

Total C

3720 1100.0

( *) Including electricity, gas and water.
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Table 6. Value added per person employed in industry

{ At current prices )

1966 1968  1S7C 1971 1972

-~ Value added in industry ' ,
(LS million - 645 743 1075 1456 1702

—~ ‘Humber of perscns-employed - ~- - _
in industry (thousand) i17.0 120.3 140.7 173.6 200.0%
—~ Value added per person

employed (LS) 55090 6172 76569 8390 8510

'~ Value added per perscn employed in industry, as shown in
Table 6, is low because cf low preductivity and redundant labour
in many instances, a fact which stresses the need for adequate
training in crder to create a highly skilled and productive labour

 force. It alsc points te the need to introduce the principle of

-granting incentives anc to link wages with productibn.

4- Labour force in industry

Although industrial develcpment and expansicn of industrial
activities resulted in an increase in the number of persons
employed, industry still suffers from a shortage of skilled labour,
despite continued Government efforts to provide training and ex-
perience to the largest pousible number of workers, in the steadily
increasing number ¢f training institutions and vceaticnal training
centres it has established. .

Table 7 shows the development cf the number of workers in
industry curing the period 15656 - 1871, '

. Table 7.- Development ¢f number ¢f workers in industry

- Year: 1956 © 1567 1868 1968 1570 1971

—  Number of workers ‘ o :
(tbousand) ' 117 115 120 125 141 174

- Index number 1C0O 9% 3103 1G7 120 _ 148

These figures show that the number of workers in industry started
"to increase at a higher rate by the end of the Second Five-year
Plan 1956 - 1870, as a result -of the implementation and start-up
of a nwiber of new projects listed in the Plan, besides the expan-
sicn underwent Dy the oil industry. ' '

— —

( * ) Bstimated figure
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&= Fixed capital formation in industry

Fixed capital formation in the mining and manufacturing
sector reached LS,400 million in 1972, compared with LS. 105
million in 1955, i.e., the increase achieved during the period
1965 ~ 1872 amounted to 277%; the average annual growth rate

- is 21%, a figurc which has not been reached by any of the other

econcmic sectors. This points cut clearly to the great efferts
made by the Statce to chanze the structural composition of natio-
nal ‘economy in favour of incustry. Moreover, fixed capital for-
mation in industry alone represents about cne third of the total
fixed capital formaticn for all sectors of the econcomy. Next to
industry in this respect comes agriculture, therd building and
constructicn, followed by transport and comsmunicaticns.

Table 8 gives the distributicn cf total fixed capital for-

mation over the variocus eccncmic sectors during the period 1965w
1972, ' :

‘Table 8. Distribution of fixed capital formation -by sectors.

( At fixed 1963 prices, LS. million )

1965 19656 1568 1970 1972

- Agriculture ‘ 67 48 52 210 215

- Mining and manufacturing¥® 106 175 - 235 162 20
~ Transport and communica- :

tions .95 123 183 135 91

~ Dwellings : 3 104 117 150 202 194

= Other secters ' 85 . S3 126 89 i12

Total | 457 556 715 788 1012

Moreover, it is expected that the percentage contribution of
industry to fixed capital formation will show a large increase
during the Third Five-year Plan, 1971 - 19575, Jdue to the special
interest devoted in the Plan to the industrial sector to make it
a leading sector in naticnal economy. L

66— FPower consumption in industry

As a result of the industrialléevelcpment strategy followed

by the Zcuntry which aims at changing the structural composition

of national economy by increcasing the . gercentage contributicn cf
industry to national inccme, important developmentscoccurred in
electric power consumptica in the industrial secteor since the end

( #) Including: eclectricity, gas and water.

itum e dem oo . [ I R R pu

T R

N s S

poi
=




e AT oL SR LA Al el R S

LS s

>

e L T

L

e S AT SRS S

PR

of the. Seccnd Five-year Flan, 1966 — 1870, when a aumber of large
industrial projects implemented enteres the production stage.

Power consumption in industry during 1572 showed an increagse
of 954 cver the ccrresponding figure for 1965, i.e., the average

- annual growth rate  reached 20 .1% .-

Table $ shows the develcpment of electric power consumption
in incdustry during the period 1965 - 1572, as follows:

Table ¢. Development of electric power consumption in industry.

Total power con- Powsr consump- Percentage cf power
Year sumpticn in the tion in industry | consumption in
Country _ , industry to total
(million KWh) (millicn XKWh) consumption
: p
1965 540 339 63
1956 570 o ' 357 61
1957 550 ' 366 61
1968 620 ' 401 64
1969 772 510 ‘ 66
1270 | 850 511 60
1971 8723 559 64
1972 597 | eea - - 66

It is evident from Table S that the percentage of electric
power consumption in 1ndustry to total consumption in the Country
ranges between 60 and 66%, -

7-  Industrial exports.

Syrian total expcrt figures showed a large increase in 1972
due to the gocd agricultural harvest and the rise in exports of
a number of items, such as cotrton fibre and other raw materials,
as well as manufactured arnd semi-manufactured goods, particularly

textile yarns and fabrics.

Contribution of public ard private sectors toc total exports
during the pericd 1564 - 1572 was 755 and 2574 respectively, and
the percentage cof industrial exports to total exports during the
same period ranged between 13.i% and 15.2%, which is quite low.
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Table 10 gives the contribution of 1udustry to the expcrt
‘trade during the period 1964 - 1872,
Table 10, Contributiocn of industry to the export trade

(LS million)

1964 1966 1968 1970 1972

- Total exports . o73 §61 673 775 1097
- Industrial exports 88.4 €9.4 58,7 109.1 165.7

- Percentage of industrial

experts to total exports ' ' S

(%) 18.1 15,0 147  14.0  15.2

~ Value of industrial out- .

put at current prices 1340 1665 1839 2621 3847
-~ Percentage of industrial ' ' ' .
expcorts to industrial o
~output (% ) 5.6 5,9 5.3 4,1 3.0

These figures show that the percentage cf industrial expcrts
to industrial output is very low indeed., This is a feature common
to economies of developing countries where industrial goods are
characterized by being mairly of the consumer type and are inten-
ded as import-substitutes, a fact which weakens their ablllty to
compete in internaticnal markets.

It is also evident £rom Table 10 that industrial exports inc-
reased 874 during the pericd 1564 - 1572, i.e., by an.average
annual growth rate amcunting to 8.24.
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IV- BRIEF EEVIEW OF INDUSTRIAL PROJECTS LISTED IN THE
THIRD FIVE-YEAR PLAN 19711575 ‘AND PROJECTS
ADDED TG THE rPLAN,

. As mentioned earlier, manufacturing industry has been allocated - -
16.53% of the total investment allocations of the Third Five-year Plan
(1971 = 1975) which amcunt to LS 8000 million. The Plan comprises in
the manufacturing field a number cf projects, most important of which
are the following:

L]

a~ Textile industry projects:
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Bxpansion of the Homs Company for Spinning and Weaving,

by the addition of 37C00 cotton spindles and 500 cotton
fabric looms, Capacity: 7557 tcans/year cotton yarn,

Expansicn of the Shahba Spinning and Weaving Company in
Aleppo, by the adcition of. 15000 spindles. Capacxty 6700
tons/year cotton yarn, :

Expansion of the Hama Company for Cotton Spinning by the
addition of 40BQO spindles. Capacity: 4200 tons/yedr
cotton yarn, :

Hool scouring and upgrading plant: production capacity
10 000 tons of raw wocl per year

Cotton weaving unit in Damascus, comprising 500 looms.

Expansion cof the woollen carpets plant in Damascus, to
increase production capacity by 130 000 square metres.

Expansion of the silk carpets p;ant in Aleppo, to increase
production capacity by 60 GCC m-.

Expansion of the Nylon and Hosiery Company in Damascus,
in -order to develcp this industry and group together

‘hosiery plents belonging to the Company.

Ready made wearing apparel plant. Capacity 360 OCO pieces
of different kinds per year. '

Cotton spinning mill in Idiid, of 750CC spindles, Capacity
8844 tons/year cotton yarn.

Cotton spinning mill in Deir Bz—Zor, cf 75000 spindles,
Capacity 12725 tons/year cotton yarn.

Textile design and quality control.éentre,
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Chemical and engineering industry projects.

1-

Development of the Storage Batteries and Liquified Gases
Company in Aleppo, to increase production.capacity by
75000 storage batteries per year and 63 m- of gaseocus
OXygen per hour,

Four cement plants in:
- Adra, about 25 Km north cf Damascus, capacity 2000
tons/day.
-~ Hama, capacity 1000 tcns/day.
- Aleppo, capacity 1000 tons/day.
- Taftous, capacity 3200 tons/day.

- Leather tanning complex in Damascus, capacity 3000 sheep-

skins per day.
Plastic injection plant in Damascus.

Metal fabrication plant in Damascus.

Expansion of the safety matches plant.

Development of the pharmaceuticals plant in Damascus.
Development of the glass plant in Damascus.
Expansion of the Hama porcelain tiles-plant.'

Tractor assembly plant in Aleppc, capacity 2000 tfactors/
year.

Food indﬁstry projects.

1- Brewery prc¢ject in Damascus, capacity 5 million litres
per year. :
2- Baker's yeast plant in Homs, capacity 10 tons yeast/day.
3- Fcced canning plant in Jableh, processing capacity 15000
tons of vegetables and frults per year,
4~ Citric acid plant in Aleppo , capacity 1800 - 2500 tons
per year, : ' o -
B— Food'canning plant in Idiib, processing capacity 10 - 12
. thousand tons ¢f tomatces and 600 tons of pickled olives |
per year.
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;f 6~ Baby focd and fruit juice plant in Damascus,
v Besides the above méntioned projects, a number of new important
: projects have -been added te the Thirad Flve—Year Plan 1971 - 1975,
o These include the followxng
b a- Textile industry projects:
1~ . Cotton spinning mill in Latakia, of 75000 spindles.
Capacity 5912 tons/year cctton yarn, .
é 2- Cotten spinning mill in Qalamoun, of 75000 splndles.-
) Capacity 9912 tons/year cotton yarn,
f 3- Two cotton spinning mills in Hama, cach of 30000 spiﬁdles,
5 Total capacity: 8000 tons/year cotton yarn.
¥ '
¢ 4— Cotton spinning mill in Deir Bz-Zcr, of 37000 spindles.
§ Capacity: 7557 tons/year cotton yarn.
C - . b- Chemical and engineering industry projects.
? 1- Sanitary ware plant in Damascus. Capacity: 5000 tons/year.
2 2- Nitrogen fertilizer and ammonium salts plant.
B 3= Triple superphosphate plant in Homs or Deir Ez-Zor,
3 4- Soda ash and other sodium chloride derivatives complex.
i 5~ Calcium carbide planf._
3 6~ Steel wire plant, capacity 13000 tons/year.
f 7- Blectric cables plant, capacity 20CC tons of copper and
" 400 tons of aluminium per year.
i 8- Glass plant in Aleppo, capacity 40C00 tons of sheet glass
f " and glassware per year.
i‘ 9- Asbestos cement plant in Aleppo, 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; capacityl miliion pieces/
year, : ‘
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14~ Electric lamp plant. . Capacity: 8 -10 million‘incéndes-
cent lamps. and 1 - 2 million neon lamps per year.

¢~ Food industry projects:

1~ Sugar plant in Rakka, capacity 30CO tons of sugar—beet
processing per day, and 400 tons of raw-sugar refining

per day.

2~ Dayry products piant, capacity 10000 tons/year.
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V-  CONCLUSICHNS

Tt is possible from the review'given in preceding pages to draw
up scme broad lines on the course and directicon cf industrial develop-
mont in the Syrian Arab Republic, and give an insight into its future

obijectives. T

In the first place, it is evident that industry achieved a gcod
growth rate, compared with correspending figures in many developing
countries. florecver, this growth rate exceeded the rate c¢f growth of
pational 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 contrlbutlon made

tc national income in recent years, and it is expected that it will sur-

"poes it in the not-too-distant  future, This constitutes one of the main

targets of development plans.

It is also noticed that investments in the manufacturinz sector
are larpgely directed towards production of consumer and import-substit-
ution éoods. Industrial exports and export-oriented industries have not
yét received the impcrtance they deserve. The main exception to this.
camg in the Third Five-year Plan 1971 -~ 1975, which aims at increasing the
percentage industrialization cf. .cotton fibre locally producegg establishing
projects necessary for raising production of export-oriented cotton yarn.
This led to the result that the rate of growth of industrial exports did
nct keep pace with and lagged bLehind the growth rate of industrial output.
This implies that industry still relies con other sectors in securing part

cf its needs of foreign currency.

Industrial development cannot be realized efficiently unless it is

part of an integrated strategy for econcmic development. In addition,

it is essential to concentrate on industries which have a large effect cn
~develeping econcmic structure and achieving its equilibrium. OCne of the -
mcst promincent tasks that faces industry in the coming years lies in es- .
tablishing the basis that will allow industry to continue its growth at
rates exceeding the growth rates of othe? economic sectors. This may be
achieved by paying special aatention to export-criented industries and
by enlargement and diversification of the industrial base; sC 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 tco..

The degree of domestic 1ndustr1allzatlon should be increased to the maxi-
mum pcssible extent as well and the close link between industry and agrl—

culture must be berne in mind.

o 41l this should be accompanied by raising the technical level of
industry, improving quality of manufactured gocds and eneuring compliance
with world standard epecifications, lowering of production ccsts, sec-
uring experience and technical know-~how needed and training of manpower
tC improve skills and productivity, in order to enable locally manufac-
tured goods to enter export markets confidently and open o3 way in face

¢l international compotltlon. Aheie
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1tUniversité de Calabre (Cosenza)

LA COOPERATION PRTROCHIMNIQUE
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par
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LA COOPERATION PETIIOCHTIIQUE ITALO-ARABE

Juillet 1974
Z, B. TERZIAN

Nous vivons en ce moment une période charnitre de
lthistoire de ltindustrie pétrolidre et mdme de l'histoire de

1ténergie tout court. Ce qu'on a appeld "crise de l'dénergie"

ne recouvre en fait qulun ensemble de signes marquant le¢ passa-

ge progressift du pétrole a dlautres sources dténergie telies
que l'énergie nucléaire, 1'énergie solaire, 1l'énergie géother-
mique, les huiles des schistes, le charbon gazéifié, ete.. Sur
ie plan strictement commercial le niveau actuel des prix du
pétrole rend d'ores et déja ce passage conccvable pour certai-
nes sources d!'énergie de substitution. Certes, de gros efforts
devront encore Stre foﬁrnis, en particuiier sur le plan techno
logique. Des problémes aussi importants et aussi cruciaux pouxr
1tavenir de lthumanité que celui de llenvironnement devront

8tre surmontés. ais 1l'on peut dlores et déja entrevoir le no-

ment ol les hydrocarbures, aprés avoir assurd une part détermi-

nante de la consommation énergétigue mondiale, commenceront
petit & petit & cdder la place & d'autres ressources énergéti-
gues et, au bout du compte, cesseront presque complétement un
jour_d'étre brfilés comme combustibles pour jouér un rdle plus
"noble" et finalement plus profitable & l'humanité,rcelui,de'
matiéres premiéres servant aux industries pétrocﬁimiques, ¢chi-
miques et pharmaceéutiques. - '
Parler donc de llimdustrie pétrochimique -dans un tel
contexte, clest parler de ll'avenir; et parler de la coopéra-
pétrochimique italo~arabe, clest entrer de plein pied
dans un de ces domaines clefs oll se jouera de plus en plus en
plus 1la coopération entre pays arabes et pays européens et, l
plus géndéralement, ehfre pays producteurs dthydrocarbures et

industrialisdés consommateurs dthydrocarbures ou de leurs.

produits. Mais dans quel cadre faut-il envisager et placer cetl-

te coopdration?
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Nous assistons en ce moment & un bouleversement géné-

ral des donndes en place dans l'industrie pétrolidére, & une

réorganisation du marché international du pétrole, & une redis-
tribution des r8les et & un réajustement des forces et des dqui- -

libres. - A o ' ' ‘ ; ' : - Co

A ltorigine de ces changements on trouve, en tout »nre-

‘mier lieu, ie désir de plus en plus rigoureusement affirmé par

les pays producteurs d'hydrocarbures, de sortir du sous-déve-
loppement par uﬁe utilisation optimale de leurs ressources na-
turelles. Cet objectif ne peut dvidemment &tre atteinﬁ que par
la soumission du secteur des hydrocarbures aux impératifs du 7
modéle de développement national choisi par le pays producteur
concernd, Cela suppose donc d'abord et avant tout le contrble
par 1'TDtat producteur de son secteur pétrolier, de 1l'intégra-
tion de ce sectour dans 1%écoromie nationale et dans la plani-
fication de cette dconomie., La place occilple par le secteur pé-~
trolier est trop importante, en effet, dans lYéconomie des pays
producteurs pour. que cews r—ci puissent se permettre plus long-
temps de laisser ce secteur emprisonné dans des systemes d'cx—‘
ploitation controlés par de§”3001etes dtrangéres dont les poli-
tiques sont dictées par dezVEaialderatlons de profits puzes en

contradiction ou en marge des intér&ts nationaux du pays.

Les formes de cette prise en main ‘de 1'industrie pétro-

lid¢re peuvent d¢videmment changer d'un pays & l'autre. L'enscmble

du processus peut démarrer plus ou moins rapidement selon les

-pays et s'engager parfois dans des voies qui ne seraient en fait

que des trompe-lfoeil., Mais il reste que le phdénoméne général

cest en lui-méme ‘aussi naturel qulirréversible.




. “dustrie pdétrochimique, continuent encore &

S T T

Cette prise en main du secteur des

les payé

‘hydrocarbures par

producteurs constitue certes une condition préalzhle

‘A 1'utilisation optimale des hydrocarbures en vue du développe-

ment économique, mais elle ne saurait constituer en elle-méme

un but; ce n'est 14 qutun moyen, le scul acceptable il est vrai,

devant ndécessairement ddboucher sur l'intdgration du secteur .

pétrolier dans 1t'économie nationale du pays. Intdgration, car

trop longtemps le pétrole n'a constitué qutune maticre extraite

presque a la sauvette et exportde 4 1'état brut vers les pays

consotmateurs, sans racines rdéelles et sans effets inducteurs

industrialisants & 1'intérieur de 1tdéconomie des pays producteurs.

-Les activitds en amont de la production pétrolidre restaient
P

sous YTe contrfle des socidtés concessionnaires tandis que les

activitdés en aval n'étaient développdlesqufau minimum possible.

En 1973 la production de pdirole brut dans les pays

arabes a atteint prds de 19 nmillions de barils/jour, tandis

gque la capacité de raffinage de ces pays restait en deca de

2 millions de b/j, soit prés de 10

dult sur place.

Ltindustrie pétrochimique

un -état embryonnaire alors que des

¢ seulement du pétrole pro-

cst restde quant & elle dans

conditions aussi favorables

pour son ddéveloppenent que l'existence d'une matiére premiére

abondante et peu coﬁteuse%(le gaz naturel ou le gaz associél‘

la présence de capitaux <herchant & s'investir et l'absence de

problemes d'environnement militaient en faveur de son expansion.

"

bes, lt'une des matictres premi¢res les plus

pérte. Pour l'ensemble des pays de 1'0PEP,

) 4
ossocde

% environ du gaz peswcel produit dans

les pays ara-
importantes de 1t'in-
&tre brllés en pure

les quantitdés de
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gaz brilé en 1972 ont été estimées & plus de 100 milliards de
. metres cubes, soit une quantité sensiblement dgale au total de-
S gaz consoxmd dans les pays de 1'LFurope occidentaieAau cours de

la m&me annde, Aux prix actuels, les quantitds de gaz brlildga

et 1972 par les socidtéds concessionnaires,opérant dans les

pays dc 1!'0PEP représentent une valeur d'au moins $ 5 milliards.

Ce zZaspillage stupide et criminel d'une sourcerd'éner-
gie et d'une matiére premicre aussi prdécieuse que le gaz naturel
'éonstitﬁe l1tun des aspects les plus frappants du pillage des
richesses naturelles des pays en voie de développement par les
grandes socidtés pétrolilires. Devant l'altérnative : conserver
1le gaz produit en le réinjectant dané les gisements, au prix
dlinvestissements trds faibles di reste, ou s'en débarasser en
le bfﬁlant, ces socidtds ont jugé plus "dconomique” de le bri-
_ler en Taisant subir aihsi aux pays producteurs et, on le voit

.- A présent, & l'ensemble de 1'humanité des pertes incalculables

“au cours des guelque: cinquante derniéres amnnées.

} Voila queldues uns des "rdésultats" de la politique
délibdérément pratiqﬁée par les sociétds concessionnaires depuis
plus d'un demi-silcle déjd : garder les pays-hﬁtes dans le sous-—
développement aussi longtemps que possible, les cantounner dans
le rb8le de percepteurs dl'impbts et de redevances, limiter au
maximum le traitement des hydrocarbures dans les pays produc-—
teurs en essayant dl'exporter le pdétrole le plus possible et le
plus vite possible & 1tétat brut , avant que les "indigénes ne

se réveillent”.

Cette politique diamétralement opposée aux intéréts
des pays producteurs, n'a pu avoir cours gqutavec ltaval et sou-

- vent ltcencouragement des Dtats consommateurs. Ceux-ci ont fait
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de la non-intervention dans les affaires des socidtés pétrolid-
res leur fégle de conduite en y voyant un axiome de leur stra-
“tigie de séecuritéd des approvisionnements. On sait ce qu'il en
est résulté comme conséquences pour les pays européens; le car-
tel pétrolier, dominé par les socidtds américaines, a acquis
une telle position sur le marché mondial du pétrole, dque la po-
litique pétroliére d'un pays européen peut difficilement se
prétendre libre de son. influence; les objectifs pétroliecrs de
ce pays auraisnt peu de chance de se réaliser s'ils n'étaient
en harmonie ou, du moins, en non-contradiction avec les intdéréts
et les objectifs des socidtés du cartel. Un bel-exemple noug
en a été donné lors de la"guerre du pétrple“g.déclenchée a la
suite de la guerrec dloctobre 1973, quand les grandes sociétés
pétrolieres ont réparti les approvisionnements pétroliers au
gré de leurs intérlts, faisant fi_des‘injonctions de pays dont

ces socidtdés dtaient supposdes assurer le ravitaillement.

Il est temps que les pays europfens se rendent &
l'évidence,'et.l'ltalie est bien placée pour le reconnditre,
elle qui depuis 1953 essaie, avec la création de 1'ENI, de
mener une politique pétrolicére nationale & la fois plus indé-
pendante du cartel et plus conforme aux intéréts des pays pro-
ducteﬁrs, gue la sécuritdé des approvisionnements des pays impor-
tateurs d'hwdrocarbures ne peut plus se concevoir en termes de
eonfrontation, mais de coopération. Une coopération basée sur
la recherche des intéréis comnuns entre pays producteurs.et
pays importatecurs dthydrocarbures, les intéréts nationaux des
pays intéressdés étant les seules constantes sur lesquelles peu-
vent valablement se fonder des relations aussi vitales pour les

parties en cause que les relations pétroliéres.
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Clest dans ce cadre général et en conformité avec ces
principes de base que 1'on doit placer et envisager entre 1'X{a-
lie et les pays arabeés.. toute coopération économique se voulant

stable‘et'tournéewxgts 1'avenir, ..

*
*
B

%

~ La coopération pétrochimique ne peut Taire exception
a ceﬁte'régle. Dien au contraire; ici bilen plus qu'ailleurs
se trouvent réunies les conditions favorables A une coopération
‘mutuellement préfitable entre pays industrialisds importateurs
dthydrocarbures_et pays en voie de développement producteurs

d'hyydrocarbures.

La demande mondiale de prodﬁits pétrochimiques va en
croissant et les rerspectives offertes monirent gue Lvindustirie
pétrochimique n'est encore qu'au début dlune ére gui promet
dt&tre longue et prospére. Des produits pétrochimiques tels
que les matieéres plastiques, les Tibres synthétiques et le
caoutchouc syntiidtique, connaissent actuellenent des taux de’
croissance trés élevés. A ll'inverse de la plupart des métaux,
par exemple, qui ont abordé depuis longtemps leur pliase de ma-
turité et, pour.éertains, leur phéée de déelin, les différents
produits pétrochimiques enregistrent des taux de- croissance

supérieurs & 15 % dans la plupart des cas.

Les prévisions établies par les organismes spécialisés
des Nations Unies, notamment 1'IDCAS et 1'UNIDO, indiquent gu'en
1985 1a consommation mondiale d'é¢thyléne atteindra pres de

: 82,8 millions de tonnes/anralors que la capacité mondiale de
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. production dl'éthyline n'est actuellemient gue de 39,0 millions '..f' L

‘de tonnes/an, Bompte tenu de 1l'obsolescence et du remplacement, . ‘

e b

dlune partie des installations actuellement en service, la ca-

pacité mondiale de production diéthyléne devrait augmenter de Lo ;1

prés de 33,0 millions de tonnes/an dl'ici 1985 pour pernettre a

ltindustrie de faire face aux besoins du marché mondial, Pour

le propyléne, les aromatiques et l'ommoniac les différentes

prévisions s'établissent comme suit (en millions de tonnes/an)

-

Propyléne Aromaticuss Amnoniac B

Capacité mondiale reguise o o
en 1985 . 36,0 4 k1,cC - 155,0 sl

Capacité mondiale en service ,
en 1974 : 21,0 23,0 83,0

Capacité additionuelle requise
compte tenu de l'obsolescence . 19,0 18,0 72,0

L'écrasante part de la production pétrechimicue mondia-
le est actuellement assurée par les pays industrialisés d'Zurope
et d'Amérique et la majeure partie de l'approvisionnemeht des
pays-en voie de développement (pris de 2/3 du total de leurs
importations pétrochimiques) provient de ces pays : une premid-
re moitié de 1'Turope occidentale, l'autre moitié étant Tournie
4 égalitd par le Japon et les Dtats Unis. Cette situation semble
cependant devoir changer dans ﬁn avenir prochain hon seulement

pour des raisons subjectives, i savoir la volontd des pays ara-

bes producteurs dihydrocarbures de développer leurs industries
j83 1y ¥

de: raffinage et de pétrochimie, mais aussi pour des raisons : ' ;f
cbjectives tenant aux. avantages offerts sur les plans des cofits
de production, des capitaux nécessaires aux nouveaux investis- S

sements 2t des problimes d'environnement, pour un développement

de ltindustrie péirochimique dans les pays arzsbes producteurs

dthydrocarbures. .,

1
~i .
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Le probléme des coflts de production est devenu par-

. . . e4 ‘ g
ticuli¢rerent aigu aprés la derniére hausse ¢w prix ddl pétrole.

Les industriesr péirochimiques europdennes ét Jjaponai-
ses se servent essentiellement du naphta comme produit de base
et 11 semble peu probable que cette situation puisse changer
& moyen - lterme. Zn 1974 quelque 48,6 millions de tonnes de
naphta seront consommées par 1!'industrie pétrochimique.. ecuro-
péenne. Cette quantité sera portée & priés de 83,5 millions de
tonnes/an en 1985 sur la base des prévisions actuelles relati-
ves au ddéveloppement de 1l'indusirie nditrochimique europdennec.
Or, les prix du naphta ont augmenté considérablement au cours
des derniéres anndes et il semble que pour la pdriode 1974-1985
on doit stattendre & une fourchette de prix allant de § 100
& § 200 la tonne. Cette situation porte évidemment les produc-
“teurs d'oléfines 4 chercher des substituts au naphta. Il sem-
ble par ailleurs acquis que le naphta sera presque complétement
remplacé par le gaz naturel dans la production dtammoniac et

dlengrais.

Les Btats-Unis & leur tour connaissent de séricuses
difficultds. Les matidres de base traditionnellement utilisdes
par ltindustrie pétrochimique américaine - gaz de‘raffinerie,
gaz naturel (éthane, propane et butane), gaz naturel liquéfié -
se feront de plus en plus rares, obligeant les producteurs
américains & se tourner de plus en plus vers dtautres prodults
de base notamment le naphta. Ceite substitution entrainera une

augmentation considérable des coflts de production américainsg.

Face & cette situation, il est évident qu'une industrie

pétrochimique arabe  installde & proximité immdédiate de sources

ﬁd'approvisionnement peu coflteuses et abondantes sc trouverait

considdérablement avantagdée. Pour ne citer qulun exemple & -1l'appui

¢
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de cette thise, on peut montrer que la différence entre les
.coflts de production de l'ammoniac dans les pays arabes, dlune

part, el en Furope et au Japon de ll'autre, peuvent aller du

“simple au double. In prenant comme cas {ype la production d!am-

moniac & partir du gaz naturel, on remarque que dans les pays
arabes la matiére de base,'le zaz, coﬁte de & 0,20 a &% 0,40
les mille pieds cubes, tandis quten Iurope ou au Japon le m8me
volume de gaz colite de § 0,30 a § 1,20, Calculés sur cette ba-
'5e, les coﬁts de production dfammoniac dans les pays arabes se
situent entre % 29 & 8§ 35 la tonne, tandis qu'en Furope ou au
Japon la méme production colite entre § 30,0 & § 64,0 la tomne.
Les dcarts éeraient encore plus importanfs si l'on considérait
1'éthyléne pour lequel les coflts de production , & partir d'é-

thane, dans les pays arabes, sont preées .de trois fois inférieur

rd

aux cofllts atteints en Furope ou au Japon par la production dté-

thyleéne & partir du naphta,

Aux avantages tenant aux coflts de production slajoute

le fait non moins important qu'une industrie pdétrochimique ara-

. be ntaurait pas & connaftre les aldas lids aux approvisionnements

des pays importateurs dleigndés de leurs sources de ravitaille-

ment. Les pays arabes possddent prids de 60 § des rdserves mon-

diales de pétrole brut avec, Iin 1973, quelque 355 milliards de

barils. Leurs réserves de gaz naturel, soit prés de 319.965
milliards de pieds cubes, reprdésentent, quant & elles, prés de

18 % des réserves mondiales.

Nous avons déja eu lt'occasion de souligner au début
de cet exposé les pertes inmenses causdes par le gaz brfilé en

pure.perte de la part des sociéids concessionnaires opérant
4

dans les pays arabes. Des mesures devront &tre incessament pri-

528 pour que cesse co gaspillage. Plusieurs projeit dtexploita-

[ XN
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tion du gaz naturel cu de rdédinjection du gaz associdé dans les
gisements pétroliers sont en cours de réalisation actuellement

et il esl certain que dans un-avenir prochain les pays arabes

se trouveront en possession dl'importantes disponibilités en

gaz. ‘ » ‘ .

_ Suxr lé plan du raffinage plusieurs pays arabes_pfo—
ducteurs de pdétrole bnt eﬁprimé leur détermination de dévelop-
per leurs industries de raffinage de manidre 4 passer progres-—
sivement de leur statut dtexportateurs de pédtrole brut & celui
dlexportateurs de produits pétroliers. Il en est ainsi notam-
ment de 1'Algérie, de 1'Irak et de 1la Libye. Sur ce plan-1a
aussi on peut dtores et déja prévoir que les pays arabes dispo-
seront bient8t dl'importantes quantités de nanhta, de gaz de
raffineries et d'autres dérivés péiroliers, qui pourront servir

J . . ‘o
aussméheurs industries pétrochimiques,

A ceux~ci ~-avantages liés aux coﬁts de production
et & l'approvisionnement— stajoute une troisicme considération
ayant trait aw: possibilités de financement des projets pétro-
chimiques dans les pays arabes. La pdtrochimie est une industrie
hautement capitalistique. Les complexes pétfochimiques sont de

vastes ensembles industriels utilisant un matériel trés cofiteux :

,

fours, réacteurs devant supp rter des tenmpératures et des pres-
sions tris dlevées et devant vésister & la corrosion, catalyseurs,
etc,.. De telles instfllations exigent de gros investissements.
Ctest une industrie ofl le chiffre d'affaires par ecumployd ou le
-capital investi atteignent un des plus hauts niveaﬁx connus dans
les autres industries. Or, les pays arabes producteurs de pétro-
le ont maintenant, plus que jamais, les moyens Tinanciers néces-—
'Héaires pour financer sans problome le développement d'une indu-
strie pdtrochimique sur leur propre sol. Cn préveit ainsi, pour

la seule annde 1974, que les revenus pdétroliers des pays arabes
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s'élévé%% A4 quelque & 51,7 milliards. Il serait dévidemment pour i*
le moing imprudent de faire des pronostics pour les années & |
venir. Il y a tout lieu de penser cependant, qﬁe ces capltaux
gui sont ﬁour wie part importante placés'dans des valeurs-re-
fuges & 1'dtranger (on estime que vers le milieu de 1973 les
apitaux arabes & l'étranger s'élevaient & pres de 23Qmilliards)
trouveront tout intdrdt X s'investir dans des projets de déve-
loppement dtune industrie pétroliére intégrde dans ceslﬁays.

On notera enfin que les problénes d'environnement qui
se posent avec de plus en plus dlageuitéd en Burope, au Japon et
‘aux Etats Unis et qui commencent % peser lLourd dans les charges
industrieilesrde_ a5 pays, scereont pour longtemps encore inexistants

dans la plupart des pays arabes producteurs de pétrols ou des

.vastes dtendues stoffrent 3 1'installation d'unitdég industrielles.

Toutes ces raiéons nilitent objectivement enn faveur

du développenment rapide d'une industrie pétrochimique et d'unc
industrie de reffinage dans des pays pouragg%ﬁl sltagit d'inten-
sifier l'utilisation des hydrocarbures comme ﬁatiéres premidres
pour la fabrication de produits pouvant directement sexvir &
leur développement économique : protdéines de synthése utilisa-
bles pour ltalimentation, engrais chimigques, tuyaux d!'irrigation,
fibres synthétiques, produits pharmaceutiques,.insecticides,
plastiques. ‘

‘ La production pétrochimique arabe reste actuellenent

-trés Taible en considération des possibilités offertes.

Au niveaou.de la production des maticéres pdétrochimigues
de base (oléfines, arvomatiques) et des pToddits intermédiaires,
les'payslarabes ntont pas encore rdellement ddémarré. Seules de
petites quantités de doddcyl-benzine, de benzine, de tolutne
et de paraxyléne sont Tabriquées actuellcment dans ces pays.

-
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-Au niveau de la production des engrais azotdés, le mon- .- i
! y . . - N N <
X de arabe est un peu mieux équipé. Plusieurs pays arabes poss@- - ®

dent des usines de production d'ammoniac et dlurde (Algérie,

Afabie Séoudite, Egypte, Iralk, Koweit,-Qatar ...) et la pluf

part de ces pays se suffisent dans ce domaine.

Sur- le plan de la transformation des produits bétro-

chimiques de base, la production arabe stest essentiellement

limitée, jusqu'i présent, aux produits plastiques, au caoutchouc

synthétique et aux détergénts. La production reste cependant

\
| insuffisante a satisfaire la consommation arabe. Quant aux fi-
1 ‘bres synthétiques, 1es'bays arabes importent pour le moment
1 toutes les quantités nécessaires & leur consommation.
‘ .
La production pétrochimique arabe est appelée cepen-
dant & comnaltre une expansion rapide. La politique de dévelop-'
. . pement dconomiqus des Pays arabes exige cependant de {roés gros

efforts sur le plan de la teclmologie qui reste le talon d'achil-

Tr A e A L s R R S

le de ces pays. Clest pourquoi, dans les accords passés avec ;

des firmes ou des organismes originaires des pays importateurs

dlhydrocarbures, les pays arabes attendent d'abord ot avant
tout une aide technologigue pour la Tormation d'une main-d!oeuvre:
et de cadres nationaux.

‘ —

T RS R IR TR T R

Onn saisit ainsi le sens de 1'interdépendance et de la
complémentaritdéd des intdrBtis entre pays producteurs et pays

-consommateurs d'hydrocarbures et, plus particulic¢rement, entre

‘ : Ppays arabes et pays europdens, industirie arabe et industrie

| europdeinne.

| :

} T Llindusirie italicnne est certes présente dans les &
‘ ’ \ . N s 2 1
l Pays arabes ou elle apporte une contribution appréciable & la i
| , réalisation de plusieurs projets pétrochimiques ou de raffinage. ‘
| q . ;
‘ - N r
| i
| :
.
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R Cl'est le cas notamment de Snam Progetti, Snam Auxini, Fergal
et dlautres qui travaillent actuecllement dans des.projets pé-

trochimiques el des raffineries en cours de réalisation en

Algéirie, au Koweit, en Libye, au Maroc. Mais la présence ita-
lienne a certainement la possibilitdé de prendre plus dfampleur

et plus de signification.

Dans une proposition adoptée ‘le 4 octobre 1972, la
Commission des Communautés Puropdennes avait souligné, pour
~la premiére fois, la ndcessité d'établir avec les Dtats pro~'
ducteurs d'hydrocarbures "une coopération allant au-deld du

probliame du pétrole et qui soit véritablement une collabora-

tion dconomique et technique dans 1t'intérét mutuel®,

Plus que jamais les pays arabes scntent la nécessitd P
t ‘ de ddévelopper cette collaboration et de ll'approfondir avec
les pays europdens. La tenuc de ce colloque foufnit la preuve,
s'il en ¢tait besoin, que ce sentiment est partagdé par 1'Ita-

lie et par 1ltindustrie italienne.

* X K

Tout au long de cet exposé nous avons mis l'accent
“sur la coopdération telle qﬁe ltenvisagent actuellement et do
‘plus en plus les pays arabes dans les différents domaines éco-
nondgues et en particulier dans le secteur pdétrolier, Nous
avons sciemment omis de parler dé lieux communs tels que les
"exportations italiennes de produits pétrochimiques vefs les -
‘ﬁays arabes,'la @art de ces éxportations dans les importations
“'pétrochimiques totales des pays arabes, etc..., car nous jugeons
' qutil est fondamental, surtout en cette phase de transition,

H . ]
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pour tous ceux qui veulen:t rdéellement parler de coopération, :
de collaboration avec les pays arabes sans se¢ servir de cos i
deux grands mots comme de simples couverturss, dlenvisager f
: H
‘sérieusement cette coopdration et cette collaboration comume =
une reclierche mutuelile des intér8ts mutuels des parties en £
cause. MNous avons simplement essayé dans cet exposd d'appor-
ver unce modeste contribution A cette recherche en faigant le
point de la situation pétroliére internationale actuelle et
en exposant une approche qui prdévaut de Plus en plus dans les
pays arabes a 1l'dgard de 1'avenir de 1'industrie pétrolidre et
des possibilités de coopération avec les pays industrialiséds ]
- : ‘ i
importateurs d'hydrocarbures.
¥ ¥ R ¥ X ¥ % s
¢ * ¥ ¥ % % i
' % % ¥ !
i
]
i [.
I
i
i
', N
— | '
it
EF
1
[
LE
]
:
e
-
i . ;
1
ETIN T e e o m:--—w-vw‘ia-r-rwf--?*‘-1"?‘"-"'::'@,""?"'=::':f.;r:?-‘f*. T R e R SR IR T A e A et L M - i e B

e —ereade



- j
b} "

IVELOPMENT OF THE LIBYAW ECONOMY
A REVITY AND QUTLOQK

Therassossment of the curron£ Threc~Year Plan(1973/
1975) of the L.4.R. in ite second year 1974, indicates that the
cconomic and social dovelopment has - Prococded  in ifs designed
coursge towards achicving progress and prosperity. 4 satisfactory
Progress has been mede in reociifying discquilibriun in the econom;c
and social structurcsdespite certain probloms and difficulties'en~
countered. This dovelopment has been achieved by virtue of the
upsurge in development-expegditurog intensified Qapitai formation
and cfforts exerted in implementing development programmes and
projects in all sectors of the natiOﬁal c®nomy, particularly in
ngriculture and indqstryq 4 large scale agricultural revolution is
taking plage in the couniry threugh the fiur major integrated agri-

cultural dévelopment orujects, namely , Jefara plain, Jcobel Akhdar,

",

Porzon and Kufra & Sorir with a vicew 1o reach gelf-sufficiency in
cssential foodstuffs as ecarly as possible. Moreover; the basic
foundation of an industrial deovelopment is being laid byrgiving
Priority in the current Plan to the fooed, building materials, petro-
chemical and chemical indus£riesﬂrThis is in addition to the due
attention given to the regional development in an attempt to coordi-
nate uhis_approach and ithe secioral impiementaticn with & view to
gradually overoome'tho gsovers imbalances in the standards of living
of the populaticn living in the descrt area and tho rest of the oo
munity c¢r to generalizc economic activiily throughcout the country

in ~»der tc develop now cities and settlement areas.
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plus the invesiments of the private sector, we find out that in- |

The size of expenditure of {ho Develepment Budget

during 1974 amounted to dbdut'LDu‘8i567 miliion oi 89.1 % poricrnancs
in comparison-with the revised plan allocations amoﬁnting to:about
LD. 916.2 million , or 110.4% in compariscn with the criginal allo--
cations amounhting to LD. 740 millibnu Thué the total Devolopmen?

Budget expenditure put together for 1973 and 1574 of the Three-Year

‘Plan , amounted to about ILD. 1232.3 million , noting that the Tirst

year represents three-quarters ( i.e., from Tot. April to.the dnd
of 3ecombcr‘?973) . The nagnitude of eoxpenditure in' 1974 ancunting
to LD. 816.8 million becomes significant wien compared with the

expenditure in the years preceding the current Three-Year Plan.It

e&cgeds by about LD. 20 million the total cxpenditure made in the

_three years 1970/71 , 1971/72, 1972/73, aggrogating tc  ID. 790,%

nillion.. It also exccods by about LD. 256.8 millicn , the tobal
expenditure made in the preceding eight years, 1962/63—1960/709

amocuniting to LD. 560 million.

:waever, considering the gross iomestic.fixed in-
vestment in the naticnal ecconomy during.the Tirst two years of the
Plaﬁ; 1973 and 1974 , iu@; 1T we add to the gnoss Tixed investment
stéted in the Development Budget the investments of public bodies

H

and institutions waich are not involved in +he Development Budgaoi D
. v : il 9

tensive investment programme has been implemented during the above
. . . \ .

two years, amounting to LD. 1573.3 million. 4 salient foature of

- this programme is the significant fronsfornatisn in the traditional

3/een
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01l mining activity tc¢ the other non-oil economic sectgrsa The
Lattor scoters roccived 96.2 % of the total invostmént T
Programme waile the oil-mining sector feceived 3.8% , againgt 6Q%
for non-0il scctors and 4@% for oil—mining scctor in the preceding
cight years (1964/1971)‘°Further more , largoer expapsioﬁ t00k place.
in the public sgctor, which received 8705% ¢f the total investment
brogramme , while the private sector received 1805% against 43% for
2 public scoter ; and 57% for the private sector in the preceding-

- eight years.

The preliminéry estimates of growth, a.'?-asured by
ihe Groés Domestic Product (GDP) indicate that a salisiactory rate
of growth was achieved in 19743Wi§h respect t¢ the non-oil economic
gectors as a whole . Thelrelevant rate of growth was 28% ( a% current
prices ) against a planned rate of growth of 1755% ( at 1972 pficcs)n-
Coupled with the very substantial (56%) growth of GDP in the oil
and ﬁatural gag mining sector during the yeaf 1974, the varall
growth of GDP for the cconomy as a whole amounted to * - The large
increase in the cusput of the o0il and non~oi17sectcrs ;f‘matérial
produption9 as %*reéult of Iiberal facilitics of credit; mcchaniza-
'ﬁion and extensicn serviccs, etc. , made 1% poséible to sustain and
support the‘growth-in the sectors of construction, trade, finance,
publicrand sopial services . Consequently s Perscnal incomes ;ncréaéed
substantially g A, more equitéble distribution of income and wealth
hag been achieved, and a2 social seourity systém.has beeﬁ fievelopedo
among the other tangible achieﬁements, menfion may be made of the

following s ‘ \

4/ 0.
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a) Better employment cpportunities have been '
) Lo . greatly expanded. Close tc 70 thousand additional !

employment was gencrated dﬁ}iﬂg the year 1974. Due
to shortage of Libyan workg'ers9 a larger part of '

this cmployment ‘cxpansion has gone to nen-Libyan

. workers whose numbers increased by about 53 thousand N
§ o : during the year. \
’ - ‘ b) i rapid stride has been made,in the field of

: . -
educaticn.The number of students in general educsiion—

al ingtitutions, and technical vocational and teacher
training institutes reached a record number of 661

thousand in 1974.

c) E The health servioesrhave sizeablylexpénded
throughout the country, with épecia} considerétion
. - for the needs of the.citizens in the remote areas.
Scveral néw hespitals have becn construdted aﬁd_the
s o _ _ number of beds increased from 8,830 in 1972 to 10,241 N
- o | in 1974, With a further risc in- th'e‘numbcer of doctors,
the doctqr—populétion ratio improfcd tc 1:1300. By
thg erid of 1974, the number of speciaiized hospi%als
| ‘ . .
} S ; © iroveased 0 21; and that of the mother and ochild
- . care‘oenters to 9201‘.

i ' . R

i

T . ' C d) As‘many'as 125933 housing units were construct-

‘ ' . ed in the public sector , in addition tc 17,867 -housing:

N tr




A A

, ' A ﬁnitg constituted in the private secctor, thus making .

- L o a total of 30 800 units in 1974 , mcre that two and
‘a half times of the 11 850 housing units consbructed
in 1973. This progress has helped to overcoms the

- shortage of dweliing units and Lc achieve stabilithy
and settlement of the populationa

T 7 : : " e) The number of supervisqrs and fochniciané
who gradusted from the vocational training conters ‘ ' )
rose from 2,840 in 1673 yeﬁr9 te 3,140 in 1974 .
. . ' : -This rapresents a record increasc of 19% in the

» yoar, and this development is significant to Till

o

the Telt gap belween the professicnals and slilled

[y

. . vorkers. Through s crash training programme, 10 376

' . : ; Libyens have been provided a short—ternm (six monthe )

i

training course , so as ¢ cnable them to be scomi-

skillod workers.

FProm the Toregoing analysis, it is clear that the

Libyan Arab Republic has cmbarked upen an ambiticus development prog-

I

ramme and an impressive progress is being made in praciically all
) ©_ scctors of the cconcmy. This is not 4o deny the problems and boittle-

. A ’
S necks boing Taced witheout which the pregress eould be even Faster .

JFor instance, the huge construction programmz-finces the problon. of
inadeguate capacity of the contracting firms in the country. In this

massive programme of dovelopment s the country has taken all {he

e , - ) . . . .
nacegsary steps to co-operate with friendly and ncighbouring counirics
! ey ‘ ‘

6/Mn
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in implecmenting the plan vhich has proved s gocd example of dintér—

] ‘ natipnal_coeoperaiion , and to the mutual advantage of the Libyan

Arad Republic and ths cellaborating countries .. This co-operation

/a

ig expocied to widen. and intensify. further as tho country launches

ifs Five-Year Plan , 1976/f980.

The Libyan irab Republic conciders déveiopment
Ny . a chalionge to attain 2 just and prosgperous soéiety_oTho new approach
o " ~to development being set by the L;byan Government is theré,for other
developiﬂg countries ih similar situ&fions TO examing and to adoﬁt

L

whatever suits their social and eccnomic conditions.
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LIBYAN ARAB: REPUBLIC

MINISTRY OF PLANNING & SCIENTIFIC RESTARCH

ACTUAL EXPENDITURE. OF THZ DEVELOPMENT BUDGET

BY ADMINISTRATIVE SECTOR, 1973 & 1974

X . . . . N
( At aurrent price in LD.million)

;’ April ] | Rglaﬁ;ve

: ATDMINISTRATIVE SECTOR | December 1974 {T o t a 1§ Distribu~

' . <1973 ‘ | ti€§§ 3

- L VLY. m%

fgriculture & Agrarian Reform 35.9 Q0.6 126u5 10.3 +
Integrated Asricultural Development 53,0 120.9 | 173.9 | 14.:

Indusiry & Minerals £3.3 101.8 165.1 13,4 ,
Petroleun 1 28.5 50.0 78.5 6ot
Hlectricity 42.3 T7.7 120.0 9.7
I'ransport & Communicatiéns 33.8 78.1 120.9 - 9.4
Tducation 36,8 52,5 . 89.3 7.2
| Public Health .8 16.5 26,3 2.1
ilabour ol 7.3 . 10.4 Q.8
}Tcuﬁh % Sccial Affairs 3.7 7.6 11,3 0.9
E‘Huuging & Utilities 60.9 140.6 201.5 1 16,4
E Socnomy & Tourism 2.3 2.4 4.7 0.4
f Laformation &vculture 4 2 5ed | 9.6 ‘ 0.8
! Local LAdministration 36.4 54.7 G1.1 T d)
érPlannimg 1.2 . 1.4 2.6 0.2
g ﬂdministrative Development 0.3 : 0.3 0.6 0.

% deserve 0.0 0.0 i 0.0 | 0.0 |

- | I [

5 oo [

CPOTAL L 415.5 1 816.8  [1232.2 100.0

8/...




. OGROSS DOMESTIC PIXED INVESTMINT

BY ECONOMIC ACTIVITY IN

1973, 1974
'(ﬂt currcnt prices in LD Millfgglu,_
i 1973 1974 Relativs |
Economic Lotivity (Fingl) (Eft%maw Total Dis#r?buﬂ
uea) tior
(%)
Jagriculture, Forestry & Fishing 79.4 185.0 i 264«47 17?5
0il & Watural Gas Mining 32.3° 25.0 | 57,3 3.8
Other Mining & Quarrying 1.9 3.8 5.7 0.4
Manufacturing 752 105.0 180.2 11,9
Flectricity , Gas & Water 87.6 | 101.0 188.6 12,5
Construction 22.4 27.0 49.4 3.2
Whelegale & Retail Trade,
Restaurants & Hotels 5.6 8.0 136 0.9
Transport , Storage & Communications 87.1 1 125.0 212, 14.G
{Finance, Insurance & Real Estate 0.2 0.2 0.4 —_
Housing Ownership 138.2 170.0 '308.2 . 20. £
Public Service (excluding Fducation & i_
Health ). 37.8 51.0 88.8 5.
| Blucational Services 45.6 52.0 97.6 .
Health Bervices 21.5 22.0 43.5 2.0
Other Services 1.5 2.0 3.5 0.
Total - £36.3 “77.0 F1513.3 L 10040
The Public Sector 499.3  1.,34.0 1233.8 81.5
The Private Sector | 136.5 | 143.0 279.5 | 8.5
|
! i
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GROHTH PLANNLD & ACHIEVED
in ?9[4

S

- o e i

ape aDP - } Rate of }Planned
: in LD-Mil-{ in LD.Mil~ !} Growth {lnnual
Bconemic Activity jlign 219731 lion, 1974 AchievedjRate of
(Final) (Betimated) 1974 Growth
in 1974
# |
Lgriculture; Forestry & Fighing- 60.0 6900? 15.0 16,0
0il & Natural Gas Mining 1071.8 2100.0 96.0 5.0
Mining & juarrying 12.0 16;0 33.5 21.0
Manufacturing ' 50.8 61.0 20.0 25,0
Tlectricity,CGas & Water 10.8 31.0 20,5 22,5
Construction 261.2 370.0 415 30.0
holesale & Retail Trade, _
Rostaurantis and Hotels 124.8 162.5 30.0 10.0
Traﬁéporthotragé & Communicationg 129.3 157.3 22,0, 15.5
Tinance, Insurance, ReailEstate &
‘$USiness Services 51.6 59;0 14.5 9.0
‘Héuéing Ownership 84.3 85.0 12.5 16.0
Zublic Services (eicluding e —r
| Iqucation and Health ). 158.0 200.5 27.0 8.0
i Bducational Services 71.8 7.0 35.0 17.0
|Te 1th Services 31.7 42.0 - 32.5 14.0
‘O T Services 1.2 12.5 11.5 9.5
ilG ross DOHESTIC Product 2129.3 3455.0 62.0 | 16.5
Won-011 Sectors 1057.5 1355.0 28.0 17.5
j 0il & WNatural Gas Mining l107108 2i100.0 96_
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=10
ViLUZ OF IMPORTS IN THE FIRST EICHT MONTHS
OF 1974 AS COMPARED WITH SAME PERIOD
in 1973
(  IN LD. THOUSAND (
- e . A o
| i Tirst | First : Hate of Structure (%)
: aight eight increase ‘
Coumodity Groups: months | months: : '
; : 1 1
| 973 | 1914 | (B 713 o4
0 | FCODSTUFPS & LIVE | J
ANTMALS 55276 97390 76.2 16.3 18.1
1. | BEVERAGES & TOBLCCO 11685 2339 | 100.6 0.3 0.4
i 2. | INEDIBLE RAW MATERIALS' :
i (excluding Tuel). L 11274 20080 78 .1 3.3 3.8
3. | MTWERAL FUZLS & ‘ 3
RELATED MATERIALS 5935 7919 14,2 2.0 1.5
L 4. | ANIMAL & VEGETABLB-CIL | )
i H . .
: & FATS L1969 5467 30.1 1.5 1,2
|
| 5. | CEEMICALS 15483 | 17828 15.1 4.5 3.3
jre - . ;
5. | MANUFACTURED PRODUCTS:
; CLASSIFIND MOSTLY OW
h THE BASIS OF MNUFAC- |
| TURING MATERTALS D B1TAT 1154031 88.4 24,1 28.7
E 7. | TRANSPORT MACHINERY & |
: PQUIPMENT 121922 1173452 42.3 36.0 32.3
| 8. |MISCILLAN@OUS PRODUCTS ! 40143 57549 - 43.4 P 11.9 10.7 j
. | H !
e : H . . 1
© 9. | COMMODITIES & ITIMS | | | ? §
P ' 5 i ' i
g UNCLASSIFIED ON THT ! ; i é 3
; i i
| BASTS OF KTHD L |55 i - L — 3
: N E =
i. R i I i
: Tomak 338915 1537110 | 58.5 1100.0 100.0 .
| | i ; i
11/,



