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Your Royal Highness Crown Prince Hassan

Participating Members,

Ladies and Gentlgmen,

It gives me great pleasure to thank His Royal Highness Crown Prince
Hassan for inagurating this symposium on the development problems
and obstencles to Arab Economic integration. Patronising this
symposium emphasises your Highness' deep concern and ceaseless
follow-up of integrated economic and social planning for augmenting
human welfare. Known to all, no doubt, you Highness' major role

in establishinglthe sound foundations for the previous Three and
Five-Year Plans as well as holding a series of economic and )
social seminars as a part of the effort exerted in preparing the
current Five-Year Plan (1981 - 1985 ). Holding this symposium
today, is particularly significant for Jordan, as it preceeds

the implementation of the latest Five—Yeér Plan and the 11th Arab
summit to be held in Amman. The symposium discusses seven working-
Tb?icsdealing with development problemé and ohstacles confronting
Arab economic integration. It is hoped, that the symposium will
advance some recommendations contributing to the efforts to
accelerate Arab economic integration which became a rather urgent
issue. Of particular urgency, is the issue of foodSproduction

in the light of the problems expected to arise in securing

sufficient food-staff for the increasing Arab population.

The symposium also discusses the problems of various sectors such
as: Industry, agriculture, finance and technology. In addition
the symposium studies the possibilities of strengthening the
relations between the Arab World and the European Economic

Community which would be potentially beneficial to Arab development.



-V -

Ladies and Gentls.men,

Jordan's achievements and development efforts, during the past
ten years, are very impressive by any standard. For, despite
limited natural and economic resources and security problems
with the Israeli enemy, the development process touched on all
economic and social aspects of life. During the period of the
first Five-Year Plan, actual investment, both in economic and
social projects, totalled J.D. 1,240 millions exceeding the
planned investment (J.D. 760 millions) by 60 percent .. In real
terms, actual investment just matched planned investment. Still,
this indicates an increase in Gross Domestic Product (GDP)} from
25.6 percent in 1975 to 45 percent in 1980. On the sectoral level,
agricultural production doubled while the industrial sector

showed significant improvement over the plan period.

Nevertheless, Jordan faces serious economic problems owing to

his geographical location and the paucity of natural resources.
Being in the midst of oil-producing countries, involves economic
burdens which lies outside Jordan's control, such as: rising
prices and wages, inflation and brain drain. In addition, the
energy bill due for 1980 is estimated to rise the J.D. 120 millions
as compared with J.D. 68 millions in 1979, it should be noted here
that Jordan pays OPEC's international prices for its oil imports.
The value of Jordan's total exports was estimated to reach

J.D. 150 millions in 1980 or about 125 percent of the value of

oil imports. Confronted with this challenging situation, Jordan
plans to raise its total exports to the value of J.D. 455 millions
in 1980 constant prices. But at the same time the oil bill will
inflate for two reasons: the continuous, increase in international
oil-prices and the steady increase in coﬁsumption level, because
Jordan, at the present time, is completely dependent on imported

oil for securing energy for {'s economic projects.

Professor Adnan Badran
President,

Yarmouk University
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Opening Spegch of

His Royal Highness Crown Prince Hassan.

Ladies and Gentlamen ,

It gives me great pleasure to welcome you to this symposium on Arab
economic integration. Such integration has become an inevitable goal whose
realization is necessitated by the interests of the Arab Nation,

especially at the present historical period.

‘ !

. : - .
Improving the intra-Arab co—operatloﬁ as regards food production has
also become an important issue since this subject will constitute

the main precccupation of the whole World in the coming decades.

Holding this symposium in Amman constitutes-a great occasion for the
exchangeof opinions and ideas with regard to the best methods condusive

to the achievement of economic integration among the Arab countries.

Through its deliberations and recommendations, we hope that this
symposium will address itself to the economic problems confronting
the Arab World especially in the agricultural and industrial sectors

in order to identify the obstacles to Aréb economic integration.

We hope that this symposium will provide decision-markers in the

Arab World with the best ideas for developing the Arab economy.

I would like to emphasize the importance of changing the expenditure
patterns in the Arab World in order to produce the best results for
the Arabs. It is equally important to develop the existing North-
South dialogue which would benefit the Arab Nations. More effort
should be exerted to continue and enlarge the dialogue among the
"South countries!' especially the Asian, African and South American
countries to facilitate the exchange of ideas between these countries

with regard to finding adequate solutions to the economic problems.



=Vii-

Cooperation and integration among the Arab countries must encompass
the exchange of information which serves the interests of all Arab

countries.

During the past few years, Jordan kept close links with the Maghreb
Arab countries so as to benefit from these countries' experience

in the fields of agriculture and fertilizers.

Arab Universities' Officials should have more co-ordination and exert
more effort in trying to solve Arab economic problems.
: , 1
i
They,also,should be frank and objective in determining the types
of research and analysis of the appropriate patterns of the future

directions in the Arab World.

We hope that the idea of establishing an Arab. institute for
scientific and economic research will become a reality. Such institute
should be similar to the European institute in Vienna which specializes
in analysing the economic systems and situations. The analysis of

and the attempts to remedy the Arab economic problems willlbe among

the functions of such an institute.

Arab countries ‘should attempt to utilize the Arab Skilled manpower
abroad to serve®the Arab objectives especially in the fields of

economics and sciences.

It is important to encourage positive ideas and comprehensive
outlooks of the Arab economy in view of their contribution towdrds

the development of Arab society.
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ABBREVIATIONS

Arab Authority for Agricultural Investment andDevelopment
Arab Accounting Dinar.

Arab Countries

Arab Common Market

Arab Company for Trading Securities
Arab Dinar

Arab Economic Unity Council

Arab Monetary Fund

Arab World

Comite' Permanent Consultatif Maghrebin
Common Agricu]turél Policy. |

Economic Commission for Africa

Economic Conmmission for West Asia
Euro-Arab Dialogue

European Economic Community

Eurcpean Investment Bank

European Unit of Account

Generalized System of Preference

Gulf Cooperation Council

Gulf Organization of Industrial Consultancy.

Gross Domestic Product

Gross National Product

Industrial Development Centre of Arab States
International Labour Organization

International Monetary Fund

fnternational Monetary System

Jordanian Financial Market

Kuwaiti Dinar

Million Tonnes

New International Order

Organisation des Nations Unis Pour le Development industriel
Organization of Arab Petroleum Exporting Countries
Organization of Petroleum Exporting Countries
Production Capital Ratio

United Arab Emirates

United Nations
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United Nations Conference On Trade And Development
United Nations Relief and Works Agency
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Yemen Arab Republic
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The views expressed herein do not necessarily represent the opinions

of the institution (8) for which the authors work.
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INTRODUCTION

This study constitutes the proceedings of a symposium entitled .
Problems of Arab Economic Development and integration " held on
November 4th and 5th 1981 at the Yarmouk University Liaison Office

in Amman , Jordan.

It was organised on the‘occasion of the 11th Arab summit, held in
Amman, the same month. This summit was heralded by ﬁost as the first
Arab Economic summit because, for the first time, Arab Kings and
Heads of State &hckled economic problems on a regional basis . One
ofi the results of the summit was the adoption of an Arab Economic
charter which was drafted by prominent Arab economists such as Dr.

Yusif A. Sayigh.

The main corpus of the study is to approach the developmental prob-
lems of individual Arab countries on a regional basis and to show
that, given existing factors of production both at local (country)
and regional (Arab World) levels, economic integration.contitutes
the only way to a self-maintained and introverted Arab economic and

social development.

This study comprises seven chapters . The first chapter deals with
the problems of development facing Arab countries in the agricultural
sector. The first paper was presented by Dr. A. Guecioueur, Assistant
Professor, Economics Department, Yarmouk University. The reply was
delivered by Dr. G. Al-Khaldi, Head of the Department of Agricultural
Production, Arab Economic Unity Council, Amman, who has written a four
volume study on agriculture in the Arab World. The main finding of

the discussion which followed is that, in their devclopment strategies,

indiviaual Arab countries have neglected th¢ primary sector .

Therefore corrective measures are urgently needed .
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The second chapter tackles the broblems of industrial development.
The first contribution was made by Dr. A. Guecioueur who was a
member of a multi-disciplinary team which studied the industrial
sector in Algeria. The second paper was presented byi%uﬁVLAliboni,
Head of the Insfitute of International Affairs in Rome, Italy, and
who has edited a book on Arab Industrialization and Economic
Integration {Croom Helm, London). Those taking part in the symposium
agreed that the potential of the industrial sector, as an engine
of economic and social development, has been over-estimated. This
has led to dependant, unbalanced and still developing Arab countries.
This mistake goes beyond the Arab World as it can safely be generaiized
to host developing third world countries. The participants remarked that
past policies have led to parallel progresion - we do not mean
development - of the primary and secondary sectors. Therefore it is
high time to introduce links or '"passerelles " between the two
sectors, both at country and Arab levels. The discussion proposed a
kind of " agri-business' which has to be carefully studied and
implemented, especially in the light of its failure in countries such
as Iran and the subsequent upheavals

<
The third chapter deals with the problems of financial integration
in the Arab World. The first paper entitlcd "Financial Integration in
the Arab East" and which deals primarily with the contribution of
the private sector, was delivered by Dr. A. Harik, Professor bf
Banking and Finance at the A.U.B., Beirut, Lebanon. The second paper,
not specifically a reply, dealt with the whole Arab World but from
the public sector's angle. In it Dr. A. Guecioueur reviewed existing
Arab regional funds and banks and tentatively presented the problems
and issues involved in the creation of a common Arab currency: The
Arab Dinar. The participants agreed that the financial channels
constitute the'blood-system'" of any economy. When introverted they
contribute to its development and when extroverted they drain it
from its resources. The discussion focused mainly on the contribution
of the private financial sector because the participants felt that,

up to now, its integrative role has been neglected.
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The fourth chapter, tackles the crucial problems of transfer of
technology. The main paper was presented by Dr. B. Khader, Directeur

du centre d'Etudes sur le Monde Arabe contemporain, University of
Louvain-La-Neuve, Belgium, who wrote several papers on the topic.

The reply was delivered by Dr. A. Haddad Economic Advisor at the Central
Bank of Jordan. Both'contributions and the discussion showed that

the issue of transfer of technology has not been yet properly dealt
with at the Arab World level. Up to now it has been perceived as

a simple and passive acquisition of stocks of equipment goods,

through "Turn key," products en main" , clés devant la porte
formulae, and how to manipulate them. No morec. This policy has led

to a technological dependance with far reaching social, economic

and political consequences caused by the inadequacy of this very
technology. It was agreed that technological dependance constitutes

a high level of dependance, therefore the solution of the problenm
should be given priority. The participants stressed the fact that,

in this field, the Arab countries have an important asset, namely

the similarity in their economic (factor endowment and current level

of development), social (high rate of illiteracy ), physical

(existence of deserts ) and geographical conditions. Therefore any
home-made technology specifically desipgned to satisfy these conditions
enjoys a large ready market. N
It would have been very interesting to analyse the integration
attempts undertaken in other parts of the World such as the East
African and Latin-American countries (Andean Pact) . This un-
fortunately, has not been possible for several reasons. On the other
hand it was possible to present the contribution of the Furopean
Economic Unity (EEC) to the development and integration of the Arab
World. This constitutes the substance of the fifth chapter.The first
contribution was made by Mr. I. Boag, Administrator at the EEC
Commission, Brussels, who has a first hand knowledge of the relations
between the two groups. The second paper, by Mr. ¥. Ghiles, Journalist,
Financial Times, London, deals more specifically with the trade and
financial relations between the EEC, and the Maghreb (Algeria, Tunisia

and Morocco) which constitutes the field of interest of its author.
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The discussion focussed on the Euro-Arab Dialogue and , as expe;ted,
went beyond the economic field. It was agreed that the Dialogue
benefited both groups of countries since both of them learnt how

to "speak' and negotiate as a single entity. However the unaninous
conclusion was that, in order to develop and integrate, the Arab
World must rely solely onitself.. In other words 'collective self-

reliance " is the key to success.

The sixth chapter deals with the obstacles to Arab economic integration.
The first paper was presented by Dr. M. Bani Hani, Director, Ministry
of Trade, Jordan, whose Ph.D. thesis dealt precisely with the issue.
The second contribution come from Dr. A.Guecioueur. It was shown

that only recently did the Arab World seriously consider the "economic
option" to Arab Unity, since priority has always been given to
political action which, unfortunately divides more than unites. A
change of emphasis is a must with priority given to Arab collective
action or effort. The participants warned of the usual trap in any
integration attempts; namely the misdistribution of the costs and
benefits, of this very integration, which always occurs at the

expense of the poor contries., A system designed to avoid this trap

is of paramount importance, otherwise there shall be no integration.
The participants agreed that Arab countries did not fail to integrate
but, given the resources, they failed to fulfill the expectations

of the region as a whole.

The final chapter is a kind of case study since it presents

the Agreement on Arab Economic Unity and its role in inter-Arab
Economic Co-operation. The main paper was delivered by Dr. F. Kaddouri,
General Secretary of the Arab Economic Unity Council, Amman - Jordan,
who has a considerable knowledge of the Arab World. The reply came from

Dr. H. Yahya Assistant Professor, Economics Department, Y.U.

This chapter , in many ways, summarises the last two decades of

Arab economic cooperation and shows that the political will has been



-XVIt-

negligible. Although some positive steps have been made there 1is
still large room for improvement. In other words when there is a

political will there is a way.... to Arab economic integration.

Dr. A. Guecioueur
Yarmouk University

Irbid

August 5th, 1981



CHAPTER ONE

AGRICULTURE



The Problems of Agricultural Development
and Integration in the Arab World

BY

Dr. A. GUECIOUEUR
Assistant Professor

Economics Department
Yarmouk University
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INTPRODUCTION

dccording to the Third Report to the Club of Rome, 40% of the
ehildren of the developing countries suffer from malnutvition.
These countries are already dependant on outside sources, in the
fields of technology, finance and security.

According to an FAQ report,the world will witness a food shortage
by 1985/1990. The Sahel countries have paid the price for the first
symptoms of this oncoming crisis: extensive suffering, domestic

instability and increased dependance.

The aim of this paper is to study the situation of the Arab countries

as a group. It containg four points:

The first one deals with the importance of the agricultural sector
in the -Arab economies, that is place and weakness.

.In the second part we try to explain the causes of the prevailing
sttuation. |

We shall show that in terms of food security the Arab World is no
better off than other Third World countries. This dependance is not
without consequences whose presentation constitutes the substance
of the third part of the paper.

Finally we propose a strategy based on measures to be taken at

tocal (country) and regional levels.

- Importance and Weakness of the Agricultural Sector in the Arab

Economies.

Three criteria will be used to outline the importance of the
agricultural sector in individual Arab countries;namely its share in
active population, its contribution to the Gross Domestic FProduct (GDP)
and to export earnings. These criteria are represented by the following

table:

see page ¥



TABLE No.

Share in Active Population, Contributions to

the GDP and to Export LEarnings of the Agricultuiral
Sector of 16 Arab Countries ( % )

Countries

share in active

contribution

contribution to

pop. % to GDP % export earning
1960  mid 1979 1960 mig 1977 0 1976 %
Somalia 88 80.5 E 45 n.a 86.2
Mauritania 91 83.3 | nsa. 26 15.0
Sudan 86 77.1 L 58 n.a. 98.1
Fgypt 58 50.8 | 30 28 61.9
Y.P.D.R. 70 59.3 ! n.a. 24 95.0
Y.A.R. 83 75.4 n.a 35 95.0
Morocco 62 51.7 29 21 27.0
Jordan Iy 26.6 16 12 27.9
Tunisia 56 hi.h 24 17 23.4
Syria 51 47.8 27 17 33.0
Algeria 67 50.8 21 8 5.0
Lebanon 38 10.8 12 n.a. 28.2
Iragqg 53 40.9 17 1.0
5. Arabia 71 60.8 n.a 1 0.9
Libya 53 16.9 14 3 negligible
Kuwait 1 1.7 n.a. n.a negligible
World Average 17 7 6 n.a.

¥ The countries are arranged by increasing order of GNP per capita

Sources:- World Development Indicators, by the World Bank, June 1979.
- Arab Agriculture: Prospects for self-sufficiency, by Azlz

r

El-Sherbini and Dr.
- FAO Production Yearbook,

Radha Sinha, in
1979, vol.-33.

Food Policy May 1978,p.85.



From the previcus table, the following conclusions can be

drawn:

1.

Between 1960 and mid-1979 the share of the agricultural
sector in the total active population decreased in all
countries except Kuwalt, in which it increased Irom 1.0
to 1.7%. Despite this evolution, however, the figures
remain very high, especially when compared with western
industrialized countries . Even in the oil countries
such as Saudi Arabia, 60.8% of the labour force was still
engaged in agricultural employment by the end of 1979,
It fellows that when it comes to employment, the primary
sector has a predeminant role. Conseqguently, in every
Arab country a large portion of the population lives
from agriculture, and 1ts welfare depends upon it. For
the Arab World the estimated figure is 55-65% of the
tetal population.

The contribution of the agricultural sector to the GDP
decreased, between 1960 and 1977. For mid-1977 the .

best  case is the Y.A.R. for which the figure is 35%

of the tetal GDP. Such a contribution is not commensuarable
with its position as the main source of employment. This
distortion indicates low productivity in the primary

sector as compared to the rest of the economy,.

When it comes to export earnings there is a clear-cut
division between the oil exporting countries ( Algeria,
Irag, S. Arabia, Libya and Xuwait )}, and the other
countries. In the former group the ccontribution is
negligible whereas in the second greoup, for cbvious
Tersons, agriculture constitutes the main source of
export earnings. These countries, however, such as
Scmalia, Sudan and the two Yemens happen to be the

poorest members of the Arab World.



Agricultural exports contribute conly negligibly to export
earnings for dne simple reason: the Arab countries cannot
even satisfy their own domestic demand for foodstuffs. As
a matter of fact, there is a gap between the annual growth
rate-of population, food production, and demand for focd.
This situation is outlined in the following table which

considers the last ten years.

TABLE No. 2 Percentage of Average Annual Growth
Country Population Food Production Food Difference
: : Demand Surplus (+)
Deficit (=)
Egypt 2.3 3.4 3.8 -0.4
Irag 3.3 2.8 5.2 -2.4
S.Arabia 2.4 2.9 5.0 -2.1
Syria 3.0 1.8 4.6 -2.8
Morocco 3.0 2.8 3.3 -0.5
Lebanon 2.8 5.0 3.1 +1.9

Source: Sources and Problems of Arab Development, OAPEC,
11980, p. 72. |

From the preceding table the following conclusions can be

drawn:

1. Just like the rest of the region these 6 Arab countries

are characterized by a high population growth rate.



2. Except in Egypt and Lebanon, {ood production rates 2
are lower than the population growth rates.
In some countries for some items there has been nc growth
at all. Let us consider the cases of mutton, lamb, beef
and veal during the 1869/71 to 1979 period. { cf.
Appendices 1 and 2, ?2.29/%w) The production of mutton
has decreased in Moroccoe (from 470,000 to 400,000M/T),
in Iraq (from 39,000 to 37,000 M/T), in Lebanon (from
110,000 to 80,000 M/T) and has stagnated in the case of
Oman (10,000 M/T) and Saudi Arabia (110,000M/T) focllowing
an increase 1in 1977.
Beef and veal production decreased in Morocco (from 91,000
to77,000M/T) and in Lebanon (from 14,000 to 10,000M/T).
It has stagnated in Libya, Bahrain, Jordan the U.A.E.,
and Y.P.D.R. '
Finally, if we consider the other Arab countries, we can
notice that they did not regilster any significant

production increase.

3. DMore importantly, with the exception of Lebanon, demand
growth rates outstrip by far food production growth rates.
The result 1s a large gap between demand and supply. This
is the situation in terms of guantity which aflfects the
daily intake of calories and proteins, as outlined in
the following table.

TABLE No. 3 Food Supply Calories (number) and
Proteins (grammes) per capita: 1966-77

see page @
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TABLE No. 3 Food Supply Calories ( number ) and Proteins
( grammes ) per capita per day: 1966 - 1977

Countries 1966 - 68 1969 - 71 1972 - T4 1975 - 77
Cal. Prot. Cal. Prot. Cal. Prot. Cal. Prot.
Algeria 1848 49,2 1888 Lo.5 2126 55.9 2357 63.0
Egypt 2609 72.7 2603 T71.2 2586 70.2 2716 74.4
Iraq 2092  56.1 2199 58.5 2280 60.3 2306 60.9
Jordan 2134 53.8 2278 56.7 2183 58.1 2067 55.9
Lebanon o492 71.6 2473 68.2 2517 68.1 2499 67.4
Libya 2324  58.2 2484 62.2 2928 76.4 2980 75.8
Mauritania 1954  72.2 1913 72.0 1740 61.7 1894 68.0
Morccco 2321 62.2 2479 66.4 1607 69.7 2568 67.7
S. Arabia 2154 55,4 2163 56.4 2253 59,5 2472 65.0
Somalia - 2204  80.8 2227 80.1 2229 77.1 2129 73.8
Sudan 1963  62.0 2154 65.0 2102 62.0 2247 66.7
Syria 2357  65.0 2439 66.7 2508 67.5 2616 73.0
Tunisia 2042 55.6 2161 58.9 2558 6£9.8 2657 T72.5
Y.A.R. 2092  64.6 1966 59.8 2101 6L.0 2179 67.6
Y.P.D.R. 2241 55,6 2146 52.8 2053 54.2 1897 54.0
World Average 2475 66 2541 67.8 2559 68.2 2590 69.3

Source: FAO Production Yearbook, United Nations, vol. 33, 1979.
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During the 1975-77 period in eleven out of fifteen Arab
countries, namely Algeria, Mauritania, Morccco, Somalia,
Saudi Arabia, Sudan, Iraqg, Jordan, Lebanon and the two
Yemens, the dally intake of calcries was below the world
average (£590). These countries represent the majority of the

Arab World populaticn.

The situatlon is no better when 1t comes to protelns. In ten

of those same fifteen countries the dally intake of proteins

is below world average (69.3). Such a situation will definitely
have a strong impact on the future development of the Arab
World, especially when one knows that children and females

suffer most from insufficient nutrition.

For the time being this gap, in terms of guantity and quality
is filled by imports. The share of food imports as a percentage

of total dimports iz illustrated in the following table:

Table No. 4 A1l Feood ltems Imports in some Arab Countries
( 1968 - 1977 )

see page 1B
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TABLE No. M A1l Food Items Imports in some Arab Countries
(%)
Years 1968 1970 - 1972 1973  1974° 1975 1976 1977
Countries
Algeria 18.81 12.75 l6.80b 15.69 19.90 21.70 17.64 17.18
Bahrain n.a. n.a. 10.94 11.22 6.28  6.43 7.32 10.60b
Egypt 33.69 23.22 n.a. 31.67 44.27 35.92 28.32 23.12
Iraq n.a. 17.71 n.a. . 23.97 28.68 17.51 14.72 19.80
Jordan n.a. 31.04 n.a. 31.46 29.14 22.40 25.83 18.27
Kuwait 19.81 19.79 n.a. 20.00 17.799 17.07 23.2b 15.70b
Lebanon 27.11 25.07 20.10 18.23 15.207 15.30" 12.70 10.80
Libya 13.79 22.59 17.87 17.35 17.13 n.a. n.a.
Mauritania 25.70 23.41 22.63 n.a. n.a. n.a. n.a. n.a.
Morocco 26.72 20.66 n.a. 27.79 28.19 29.61 19.95 n.a.
Oman n.a 39.31% n.a. 26.41 12.79 13.30 14.52 n.a.
Qatar n.a. 24.08 19.10° 19.00 21.88 13.92 10.00 8.29
S. Arabia 31.30 30.90 21.90b 22.74 19.86 - 15.64 11.80 n.a.
Somalia n.a. 33.68 26.20 22.71 20.3 26.01 n.a. n.a.
Sudan 21.36 21.27 21.50b 24.29 23.91 18.67 n.a. n.,a.
Syria . 21.06 28.5¢9 22.90b 26.45 28.14 21.38 17.16 10.60b
Tunlisia 23.69 27.86 l9.30b 20.93 20.69 18.72 13.56 il.ﬂob
Y.A.R. n.a. 43.78% 50.94 51.35 n.a. 45.42 40.93 n.a.
n.a. - not available
a - 1971 '
b - Food and Beverage
Yearbook of International Trade Statistics, United Nations, 1978

Handbook of Internatiocnal Trade and Development Statistics,

United Nations,

1977.
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Two main remarks can be made

1.

Over the 1968 -~ 1977 periocd the share of food imports

as a percentage of total imports has décreased. This
could lead us, quite wrongly, to ccnclude that the
situation is improving. This is not the case since the
total value of imports has drastlically increased
especially since 1974, This can be easily checked by
referring to Appendix No. 3 ( p. ™V ). According to the
latter, between 1970 and 1976/77 alllimports increased
over five fold in Algeria, six fold in Egypt, seven fold

in Jordan and twelve fold in Saudi Arabia, etec..

Food imports constitute an important item of total
imﬁorts, and thelr effects go beyond the Balance of Trade
deficit and the acguisition of [foreign exchange to
finance the latter. Of all food imports, cereals occupy
the predominant position - cf. Appendix No.3, last
column, p. Bl . For instance, in 1976 cereals

accounted for 16.54%, 11.2%, and 11.30% respectively of
the total imports of Somalia, Egypt and the Yemen Arab
Republic. These are high figures even by Third World

standards,

TYhis is the current situation concerning cereals; but 1t does
]

not represent an isolated case, and when we ¢cnsider the

situation in perspective, the future 1s grim.. Let us take

the example of six items which are contained in the following
takble: -

TABLE No. 5 Deficit for 6 Ilood Items in 1980, 1988

and 2;000. { in million tons )

see page 1%
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TABLE No. 5 Deficit for 6 Food Items in 1980, 1985
and 2,000, ( in million tons )

Years 1980 1985 2,000
Items
sugar . 2.8 3.8 5.5
fruits 3.8 - | 10.0
0il seeds +10.8 - ~
vegetable o0ils 0.5 1.5
meat 2.2 6 3.5
grains 100 - 250
Sources: Sources and Problems of Arab Development by OAPEC,

Kuwait, 1980, p. 73.
The Arab Economist , op. cit., p. 15.

It seems that 1if the preseﬁt trend continues the gap between
demand and supply will keep on widening. By the turn of the
century the worst case will be that of cereals on which most
of the Arab population rely. Furthermore, by Third World
Standards the continuation of the present trend implies
doubling present investments and tripling the number of jobs
currently offered by the end of the century. The obvious
question one has to try to answer is: what are the causes of

such a situation?
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11 Causes that led to the weakening of the Agricultural Sector
in _the Arab World.

There..are several causes, one being the policy pursued by

individuzgl Arab countriles,

Policies pursued

When the concept of underdevelopment appeared in the late

50's - early 60's, the developed countries were thoserwith

a strong industrial sector. Consequently, underdevelopment

was assimilated with the absence of a’ leading industrial
sector. ( The fact that it was a leading agricultural sector
that financed industry in the western countries was forgotten )-
The policy prescribed to the Third World countries by the
majority of economists was based on the creatlon of a strong
secondary sector. From that moment on, agriculture recelved
only a negligible share of the funds earmarked for

development.

This behavicur developed a whole soclal mentality according
to which working in the primary sector became a "downgrading"
function. This l1ed to the rural exodus which, in turn, led

to the concentration of the social amenities in the mailn
cities if not the capital citles. This 1s the vicious circle
which 1s common to all developing countries. The above-
described policy also led to the non-exploitaticon of exlsting

resources.

Non-exploitation of ewisting resources

One has to be fair and recognize the fact that some Arab
countries lacked the financial capacity to undertake any

significant development programme.
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As a matter of fact, some western economists, such as
A.G. MUSREY,1 attributed the failure of inter Arab
cooperation and integration to the absence of financial
resources. However some, if not most Arab countries, did
have, and still have, the funds necessary to finance the

agricultural sector.

The following table gives an l1dea of the extent of the

phenomenon:

TABLE No. 6 Arab Farmland Statistics

see page 19

Alfred G. MUSREY, An Arab Common Market, published by Frederick
A. Praeger, London, 1969 '
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TABLE No. 6 Arab PFarmland Statistics ( million hectares )
Country Total Cult.? % Cultf Irr.b % Irr. Culti.® 1Index per
Area Land Area Total Area Land Cult.l-_-Unused capita food

production
i

Algeria 238.0 6.8 2.8 0.270 b.,o 7.0 - 7%

Bahrain 0.062 0.036 5.81 0.036 100.0 0.002 n.a.

Egypt 100 2.85 2.85 0.285 100.0  0.56 9l

Iraq 43,5 10.0 23.4 0.368 36.2 6.0 96

Jordan 6.8 12.3 0.060 .6 0.3 96

Kuwait 1.7 0.07 0.04 0.057 100.0 1.002 106

Mauritania - - - 0.003 - - Th

Oman 21.2 0.36 0.17 0.0036 100.0 0.04 n.a.

Qatar 2.2 0.018 0.08 0.018 100.0  1.001 n.a.

5. Arabia 215 0.8 0.4 0.176 16.2 6.0 118

Somalia 63.7 0.96 1.5 0.096 100.0 - 85

Sudan 250 7. 3.0 0.711 10 38.0 102

Syria 18.5 5. 31.9 0.185 7.6 2.8 12

Tunisia 16.4 u, 28.9 0.08 1.8 2.7 124

U.ALE. 8.3 0.012 6.15 0.001 90.0 0.002 n.a.

Y.A.R. 19.5 1.5 7.7 0.100 - - n.a.

Y.P.D.R. 28.8 0.25 0.9 0.252 100.0 1.5 92

Morocco by 6 7.5 17.8 0.265 3.4 8.5 78

a - Cultivated

b = Irrigated

¢ - Cultivable

Sources: The Arab Economist, vol.X1ll, No. 125, February 1980, p.13.
World Development Indicators, the World Bank, June 1979
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From the preceding table the following conclusions can be

drawn:

1, In 6 Arab countries cultivated land area represents less
than 1% of the total area. These countries are: Kuwait,
Oman, Qatar, Saudi Arabia, the U.A.E., and Y.P.D.R.

2. In not one single Arab country does irrigated land represent
1% of the total area; the best ratio being 0.711 for Sudan.

This fact underlines the absence of any infrastructure.

3. In 6 out of 15 countries for which complete data are
available, namely Algeria, Kuwailt, Qatar, Saudi Arabia,
Sudan and Y.P.D.R.,the cultivable but unused area is 1arger‘
than the area currently under cultivation. It is worth ‘

noticing that 4 of these 6 countries are oil exporters.

4, If we consider the Arab World as a whole, around 50 million .
hectares asre currently cultivated but there are more than
75 million hectares cultivable but unused. These figures
represent the extent of the negligence and, by the same
token, the ray of hope for the entire Arab World.

Low productivity

Low productivity in the agricultural sector derives from
several factors such as the extent of irrigsation, the degree
of mechanisation, the use of fertilizers, pesticides, etc...
As has been outlined in the previous table, 1n most Arab
countries irrigated land is negligible as cémpared to the
cultivated area. By their geographical positlon Arab countrie
do not receive a heavy rainfall evenly distributed over the
country and throughout the year. Conseguently, one expects
irrigation to be developed. In this respect, Jordan is a

case in point. It suffers from a severe shortage of water

which was, however, in abundance last year ( 1975/80 ).
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Consequently King Tallal Dam (capacity 54 million m3 ) was

filled to capacity more than once so that the water had to
be released.l This is the extentiof the loss for.one year 1n

a single Arab country. This situation is.very common.

If we take the number of agricultural tractors as an indicator:
of the degree of mechanisation of Arab égriculture, by
referring to Appendix No.4 (Total of Agricultural Tractors:
1968-78) p. 32, we can see that the: degree of mechanisation
is not very high as compared to the U.S.A. As a matter of

fact, in 1978 there were 2.06 tractors for every hectare

under permanent crop in the U.S.A. TFor 19 Arab countries the
ratio was 0.057 tractors per hectare of land under permanent

crop.

Population growth

This 1s a very controversial issue and 1t goes beyond the
agricultural sector. Some maintain that in order to develop,
developing countries should stop their population explosion.
For others, the only way to stop population growth 1s through
economic and social development. That 1s to say the
elimination of bad nutrition, disease, illiteracy, etc..

Tt is a vicious circle and the main problem 1s how it can be
broken. .

Concerning the Arab World population exploéion must be
regarded as one of the causes though not the only cause of
the increased food deficit. The Arab countries register high
population growth rates and for the whole Arab World éhe
average figure is between 2.5 and 2.9%. In our opinion
population growth rates partly explain the decrease of per
capita food production. According to Table No. 6, p.\S

last column, between 1969/71 and 1976/77 per capita food
production decreased in 8 out of 18 countries, namely Algeria,

1. c¢f. EL-RA'I, Tuesday 1l4th. October 1980, Amman, p. 23.
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Egypt, Irag, Jordan, Mauritania, Somalia, Y.P.D.R., and

Mcroecceco.

Institutional suppOrf

As 1t was mentioned earlier, agriculture received only a small
share of funds earmarked for development. In fact, few Arab
countries created development banks specifically designed for
the primary sector. For instance, from 1971 onwards Algeria
started cne of the most comprehensive land reform projects
ever undertaken in Third World countries, but there has been
no specific bank conceived to support this effort. Such an
institution is supposed to be created in 1681..... about ten
years late.

The price policies pursued by Arab countries have been
detrimental f£o agriculture in almost every case. Prices were
kept low, which meant domestic terms of trade favourable to
industry at the expense cof agriculture. Such a sltuatdion
speeded up the rural exodus.

In mest Arab ccountries the importation of focd has had a
baneful effect on the primary sector which was not competitive
in terms of price.

Another cause is that as a result of rural excdus the fertlle
land surrounding towns and citles became elther shanty towns
or suburbs. In countries such as Algeria and Irag with large
industrial projects, the "industrial'zones" are situated Jjust
outside the cities. Both phencmena gave the same result; that is
the reducing of the most fertile cultivated land, since, by
nature, man settlies 1n the fertile areas first.

All these factors combined to decrease productivity as well as
production. '

The following table presents the example of cereals,.

TABLE No. 7 Total Cereals Production (10,000 metric tons)
and Yields (Kg/Ha) 1969-1979 '

see page 19
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TABLE No. 7 Total Cereals Production ( 10,000 Metric Tons )..
and Yields ( Kg/Ha ) 1969 - 1979
Countries 1969 - 71 1977 1978 1579
Prod. Yields Prod. Yields Prod. Yields Prod. Yields

Algeria 1882 614 1143 411 1539 586 1689 649
Egypt 7387 - 3847 7460 3926 gz24 Lo22 8056 3976 .
Iragq 2058 1079 1445 962 1800  -782 2738 981
Jordan 153 743 75 34 69 369 20 146 -
Kuwait B n.a. 2000 n.a. 1909 n.a. 2067 n.a. 2067
Lebanon 50 870 61 1123 - 57 49 49 850
Libya - 113 298 262 g3 297 428 312 394
Mauritania 86 318 29 413 26 215 4i 365
Morocco 4558 985 2888 594 4714 398 43113 g22 -
Oman 4 1210 6 1447 6 1474 & 1525
S. Arabia 430 1205 297 757 272 1188 283 1068-
Somalia 242 631 247 531 237 510 187 ho2
Sudan 2119 773 3068 701 3326 70U 2676 631
Syria 1121 611 1638 630 2454 932 1809 695
Tunisia 678 516 699 470 979 577 979 530
U.A.E. n.a. 12300 n.a. 20071 n.a. 21357 n.a. 22214
Y.A.R. 1075 758 855 890 tT702 637 950 833
Y. P.D.R. 90 1803 110 1758 102 1603 114 1668
Average Devd.
Countries 2278 2h72 2777 2620
Average Devg.
Countries 1423 1580 1654 1654

Source: FAO Production Yearbook, 1979, vol. 33.
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We chose the case of cereals because it 1s in this field
that the deficit i1s widest,

1. If we compare 1969/71 to 1979 we can notice that the
production of cereals has decreased in Algerila, Jordan,
Lebanon, Mauritania, Morocco, Saudl Arabia, Somalia and
Y.A.R., Buch a decrease has to be compared with increased
food demand caused by increased population and an increased

standard cof living.

2. When it comes tc ylelds the situation is not better
because for the same decade they have decreased in 7
countries namely: Irag, Jordan, Lebanon, Moroccco, Saudi
Arabla, Sudan and the Y.P.D.R.

3. Scme countries such as Morccecce, Lebanon, and Saudi Arabia

witnessed a decrease both in production and in yield.

4. In terms of yields and for 1979, only. the U.A.E. scored
a Tigure higher than the average developed countries.
Furthermore; in all our sample countries but Egypt, Kuwalt,
the U.A.E. and the Y.P.D.R., ylelds were well below the

éverage yield. of the developing countries.

In our opinion these are the main causes which led to the food
deficit we showed in the first part of this paper. The degree
and guality of the deficit are noft without conseqguences for the

Arab World. wa we propose to cutline some of these effects.

IIT Consequences of the food gap on the Arab World.

The obvious economic consequence is the food blll which keeps
soaring on a yearly basis for two reasons: increased 1mports
and higher prices to be paid as a result of world inflation.
The magnitude of the bill hampers the eccnomic and social
development of the countries concerned because the funds which
go to consumption do not go to investment prolects.

In most cases the food bill is the main cause of the balance



-21-

of trade deficit. For the time being the o0ill exporting countries
can afford to pay the b1ll which, as in the case of Algeria,
amounts to 25% of olil revenues. However, the problem becomes
crucial when the oil runs out.

On the cother hand there are non-eccnomic consequences that

have to be consldered. In fact the problem goes beyond the
deficit between productlon and demand and beyond the food

bill itself for three main reasons:

Firstly, it 18 not possible to do without foedstuffs and, more
importantly, without cereals, rice and sugar in the Third World
countries, '

Secondly, there are no substitutes for the above-mentioned items.
Thirdly, the Arab World depends on a handful of countries for
its supply: the U.S.A., Canada, New Zealand and Australia. At
world level, food surpluses are monopolised by these countries.
Conseqguently food can be used as a weapon to achieve political
or economic objectives which can be in contradictlieon with the
the interest of specific Arab countries or the whole Arab
worlid. _

As a matter of fact, the food weapon has already been used. To
illustrate the case we propose to study the policy pursued by

the U.S.A. for two reasons:

a) It i1s the world's largest cereal exporter and for the Arab
World the deficit 1s more acute when 1t comes to cereals
(cf. Table No, 5, p. 12 )}

b) In ferms of foreign policy Canada, Australia and New Zealand
have always followed in the shadow of the U.S.A.

When 1t comes tc using its food surplusés as a leverage the
U.S.A. has a long sténding history. As early as 1954 the U.S.A.
enacted Act Neo. 380 called " Food for Peace". At that time a
U.5. economist sald: " This type of aid shall gradually becomes
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a political instrument.in the U.S. foreign policy”‘1

In 1973 a spegial committee of the U.S. congress stated that:

" we distribute our food surpluses not according to needs but
according to our foreign policy.”2 . .

More recently the American Minister of Agriculture stated that:

" It is one of the main elements of our panoply of negociation.”3
In fact the U.S. went beyond mere declarations and did use food
as a weapon. For example, they gave food to Southern Vietnam

and Corea, withheld it from the Allende regime in Chile and

gave it back to the Pinochet regime.

The food weapon was used againét the U.S.S.R. in order to oblige
the latter to allow Soviet Jews to emigrate to Israel, and to
withdraw from Afghanistah.

During the Ramadhan war when Arab countries imposed the oil
boycott the U.S.A. contemplated stopping the export of foodstuffs
to Arab countries and to the whole region.

One has to recognize that food has not yet been used as a direct

leverage against any Arab country.

All these elements indicate that the last guarter of this
century will witness either an artificial or a structural food
erisis. It can potentlally be used against the Arab World in

two ways:

1. by withholding food directly
by supplying it to a country unfriendly to or at war with
the Arab World during a period of hunger or famlne. Such an
action would definitely give an edge to the other country

concerned.

As can be_séen, the food crisis goes beyond the mere issues of
prices and availability. It can threaten the security of any

1. The Problem of Food Froduction in the Arab World, Dr. M.A,
EL-FARA, Published by the National Council for Culture, Arts &
Letters, Kuwait, 1979, p. 268. ( in Arabic )

2. Ibid., p. 277.

3. The Third Report of the Club of Rome, SNED/DUNOD, 1978,p.29
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Arab country or the entire region. Compared with the food
weapon the cil weapon 1s useless as was mentioned by former
U.S5. President Gerald Ford.

This situation makes it a must for the Arab World to try to
reverse the current trend. In the last part of this paper we

propoée the necessary strategy.

IV  Arab Strategy to sclve the food defictt

The main plllar of this strategy 1s to glve priority to the
agricultural sector in order to transform it into a leading
sector in every Arab country where the posszibllitles exist.
Such strategy should be based on dec¢lsions to be taken at -
local (country) level and at regional level and being

implemented during the short, medium and long term periods.

I. Measures to be taken aqt country level

To develop a strategy based on careful planning and

the basic objectives of which would be to satisfly the
supply ( whenever possible not through imports from
outside the Arab World ) of the factors essentlzl to the
development of the agriculftural sector. Such a strategy
should give priority to irrigation projects, especially
those at hand.

In order to increase production a horizontal improvement
should be made by cultivating the cultivable land which

is currently unused and which we already estimated at

75 million hectares. Higher productivity can be reached
through vertical improvement which should be based on pest
control, a higher degfee of mechanisétion {(i.e. tractors)
and more fertilizers. It has been estimated that by
controlling plant disease, productivity could be increased

by 40 - 50% without considerable production cost increase.
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The introduction of new types of seeds and livestock which

are adapted to dry areas will tend to increase productivity.

In order to satisfy meat intake requirements, special
attention should be given to the -fishing industry. Arab
waters are known to be rich but there is no fishing
industry relatively comparable to that existing in western
countries. For example, according to a survey made by
Revolution Africaine}'the Algerian fishing fleet has hardly

improved since 1962. Consequently, Algerian fish " are
dying of old age" as it was put by one Algerian fisherman.

' The Arab governments should take the appropriate measures

to introduce new price policies advantaging the primary

sector. In other words this means new domestic terms of

trade advantageous to agriculture. All these measures must

be backed by institutional support based on:

- better distribution of agricultural products,

- larger loans and better credit facilities, ( lower interest
rates and longer repayment periods )

- structural changes aimed at reversing the current rural

exodus and function of agriculture in the society.

Some of these measures might require Arab regional

cooperation.

2. Arab Cooperation in the Agricultural Sector

For the time being there has been only limited
cooperation in the primary sector, the reason being

the mistake made at the local level, i.e. the neglect

of agriculture, has been repeated at the regional level.
In our opinion, the only noticeable acticn has been

the creation of the Arab Authority for Agricultural
Investment and Development (AAAID) whose objective
is to spend $5.7bn. in Sudan between 1976 and 1980;
$3.9bn. for productive projects and $1.8bn. for R

infrastructure.

1. Revolution Africaine, Algiers. no. 36, 29-2/ 6.3.80
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This approach based on a country package policy should be
encouraged, generalized and complemented by an item package
policy with priority given to cereals.

However, this Arab cooperation should go beyond mere financing‘
and embrace all the stages including distribution

( commercialisation ). This type of institution would create

a net of inter-Arab interests which, in our opinion, constitutes
the foundation of future Arab economic integration as well as
political integration at a later stage.

Arab cooperation can be put into practice in several manners

and fields. Here follow the main ones:

Providing finance to poor countries with agricultural potentizl
such as Sudan. Since 1973/74 several Arab banks and funds
have been set up but none of them is specifically designed
to finance the agricultural sector at regional level. To
fill this gap'we'are left with two options, either to
transform the AAAID into a fully-fledged bank competent enough
to undertake financing operations 1in other Arab countries

or to set up a new instituticn. We choose the first optilon,
in order to avold duplication.

At the regional level there is no commbn institution to
encourage and coordinate Arab cooperation in agriculture.
Within the Arab League we have councils dealing with matters
such as education, industry, information, labour, defence,
housing, economics, but not agriculture. In order to fill
this gap we propose the creation of such a councif‘within
the Arab League in order to strengthen common institutions.
Such a council would contain the following committees:

- Land and water

- Arid land ( desertification )

- Vegetable crops

- Cereals
- Livestock resources including fishing

- Inter Arab countries marketing

1. c¢f. The Problems of Arab Development, op. cit.
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- Labour force

- Imports: we believe that the Arab World shcould import
fcod as a single entity. Such an approach would give a
stronger bargaining power

- Agro-industry, etc.

Fight against desertification

The desert occupies a large part of every Arab country except
Lebanon. These deserts have been expanding, thus reducing the
area which is cultivable or under cultivation. This is a common
problem which requires a common solubtlon because no single

Arab country has the financial, human and technical capacity

to fight back the deseft; The best weapon would be the creation
of 1argeAforests'such as the green dam in Algéria ( a forest

20 km. wide going from the Moroccan border to the Tunisian

border ).

Scientific Research

In the Arab countries thé social and physical conditions are
more or less the same: illiterate population, vast desert land,
presence of underground water, pollutlion in arid zoneés, etc...
The technology needed is different from that supplied by
western countries.

A common scientific and research eflfort must be made in order
to come up with a technology adapted to the above-described
environment. This new technology must have two other
characteristics; capital saving and energy saving.

With regard to this point the creation of a regiocnal
institution of scientific research speclalized in the

agricultural sector has to be encouraged.

Supply of fertilimers

As has already been pointed out, it is hard to increase

productivity without larger use of fertilizers. However, when



..27_

it comes to their supply the Arab World is still dependant

on outside sources. In actual fact, in 1976 86% of the world
supply of fertilizers was controlled by developed countries.
Between June 1972 and September 1973 the price of fertilizers
doubled because some plants were clesed in the U.S.A., In 1974
the U.S.A., Japan and western Europe decided to cut down their
fertilizer exports. The decrease amounted to 2 million tons

in the U.S5.A. Such a declsion alone prevented the production
of 20 million tons of cereals in Third World countries. This
represented twice the deficit for all the African countries
for 1975.

Such a sltuation might worsen since, as outlined in Appendlces
5-7, pp.33-5,Third World countries willl record a deficit

in fertillzers by 1683/84. However, from this angle the Arab
Worlid is better off than the rest of the developing countries .
By the year 2,000 Arab nitrogenous fertilizer requirements

are estimated at 1.5 and 2.5 million tons forlirrigated and
rainfed areas respectively. This need can be met by oll
countries such as Algeria, Saudi Arabia, Kuwait and Qatar.

On the other hand the need for phosphatic fertilizers 1s
estimated at 1.3 million tons. This can be met by Jordan and

Morocco provided the funds are available.

At thelir Algiers Summlt in March 1975 the Heads of State of
the OPEC countries decided to supply Third World countries
having agricultural potential with fertilizers at cost price.
Such a decision shcould be applied by Arab cil countries in

favour of non-oill Arab countries such as Sudan.

Creation of food stoecks

This 1s a decislon to be taken as soon as possible, although

it involves several problems such as: magnltude and management,
financing, localisatiocn and the items to be given prilority.

The creation of these regional food stocks does not exclude

the participation cof the Arab World in setting up internatlonal
stocks as was suggested within the framework of the New

International Econcmic Crder.
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Population control

This is a long-term action. Populatlion control must not be
generallsed. ., In other terms it must be selectively applied.
It would be political econcmic nonsense to expect Bahrain,
Qatar, the U.A.E., or Kuwait to control their population. For

instance geopolitical importance 1s based on the size of the

population.

CONCLUSIONS

linder present clrcumstances and present policies the food
deficit will keep on increasing both at country and at regional
level. Even the measures which we suggested are not likely to
achieve food self sufficiency for the entire Arab World by'the
end of the century. However, if applied they would tend to

decrease the dependancy of the Arab World on outside sources.
We propose a common Arab approach for two reasons:

1. Individual efforts have falled so . far.
At regional level there 1s complementarity concerning the
factors that are essentisl to tﬁe development of the
agricultural sector: land, fertilizers ( nitrogenous and
phosphatic ), labour force and funds that can finance the
acquisition and the productlion at a later Stage of equipmenu
( such as tractors ), the building of desalinization plants
drainage, and scientific research. |

In the 1ight of what we have seen 1n the agriculfural sector,

inter-Arab cooperation does not represent an alternative path

ol development. In our opinlon, for poor and rlich Arab countrles

élike, it does constitute the only viable strategy of economic

and sccial development. Of course, this cooperation is subject

to political will. However, this variable 1s not specific to

the Arab Werld alone, it is a variable that every entity in

formation has to live with,
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APPENDIX No. 1l Mutton and Lamb Production: 1969 - 1979
( 10,000 Metric Tons ) :

11969-71 1977 1978 1979
Algeria ho 5Y4- 55 - 56
Bahrain - : - - -
Egypt 29 25 26 27
Iraq 39 37 37 38
Jordan . 5 6 6 7
Kuwait 8 15 15 15
Lebanon 11 - 8 8 8
Libya 19 22 24 26
Mauritania 6 | 7 : 7 7
Morocco y7 43 by 4o
Oman 1 1 1 1
Qatar 2 3 3 3
S. Arabia 14 17 13 14
Somalia 11 iz2 12 - 12
Sudan . 53 72 73 . 77
Syria 40 56 59 59
Tunisia' 27 35 33 35
U.AE, 1 3 3 3
Y.A.R. 10 ' 13 13 13
Y.P.D.R. 5 6 6 6

Source: FAO Production Yearbook, United Nations, vol. 33, 1979.
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Beef and Veal Productioh: 1969/71 - 1979

( 1,000 Metric Tons )

1969-1971 1977 1978 1979
Algeria 24 ‘ 29 32 34
Bahrain _ . o1 1 1
Egypt 119 123 123 130
Iraq 42 48 49 51
Jordan 3 2 3 3
Kuwait 1 2 3 3
Lebanon 14 10 10 10
Libya 3 3 3 3
Mauritania 15 13 16 17
Morocco 91 75 76 7
Oman 1 2 "2 2
Ratar - - - -
S. Arabia 7 8 10 11
Somalia ks C 46 y7 48
Sudan 134 180 188 195
Syria- 10 15 17 17
Tunisia 17 40 42 Ly
U.A.E. 2 1 1 2
Y.A.R. 12 12 12 12
Y.P.D.R. 1 | 1 2 2
Source: FAO Production Yearbook, vol. 33, 1979.
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APPENDIX No. 3 Total Imports ( in millions $ ) and Cereal
Imports ( % ) in some Arab Countries: 1970,
1974, and 1976

Years A11 1970 All 1974 A1 1976

Countries . Imports Cereals %. Imports Cereals % Imports Cereals %
Algeria 1256.8 2.39 5974.19 6.95 7101.9? 5.01
Bahrain n.a. n.a. - 1199.1 1.74 1669.6 al.“6
Egypt 785.6 8.93 2350.7 31.38  4815.3%  11.12
Irag 508.6 1.59 2364.8 11.32 3469.7 6.49
Jordan o 18L.5 8.75 486.6 8.08  1381.1°  5.63
Kuwait 625.1 3.19 1553.5 2.75 2388.2° 3.51
Lebanon 567.5 7.41 n.a. n.a. n.a. n.a.
Libya 5544 4.98 2764.3 5.23 3542.5¢ .56
Morocco 684.3 3.96 1900.8 8.92 2592.2 6.41
Oman 33.1¢ 15.05 392.5 4.1l 725.4 3.07
Qatar 67.9 3.42 270.8 4,53 1226.17 0.63
S. Arabia 692.1 10.19 2847.9 6.18 8416 .4 3.50
Somalia 45.1 17.07 - 142.8 7.96 154.7¢  16.54
Sudan - 311.1 6.09 655.8 4,26 957.0° 2.56
Syria 350.0 12.65 1229.4 §.23 1978.9 2.86
Tunisia 304.6 12.00 1120. 1 4,95 1525.7 3.62
Y.A.R. 37.0 15,719 122.7°  19.90 410.3  11.30
2 - 1975 b - 1977 e - 1975 d - 1971 e - 1973

Source: Yearbook of International Trade Statistics, United Nations, 1978
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APPENDIX No. 4 Total of Agricultural Tractors

( number )

1969-71 1976 1977 1978

Algeria 47172 52000 52000 53000
Egypt ' 17276 22000 22468 23500
Iraq 13367 21000 21500 . 21800
Jordan 2759 3914 4074 U223
Kuwait 8 | 20 25 30
Lebanon 2517 3000 3000 3000
Libya 3867 - 10000 11000 12000
Mauritania 100 220 240 260
Morocco 12279 - 21500 22000 23000
Oman 30 : 75 84 100
S. ‘Arabia 617 830 900 1000
Somalia 910 1400 1500 1550
Sudan 5043 9000 9300 10000
Syria 9131 18567 20672 23329
Tunisia ' 21000 30000 31000 32000
Y.A.R. ' 500 1500 1600 1800
U.S.A. ' 4584000 4402000 4370000 4370000

Source: FAQO Production Yearbook, United Nations,; vol.33, 1979.
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Appendix Ne.5 -Worid nitrogan fertilizer supply capabilities, demand snd baiences’
. {miltion metric tons of niutrients}

Actual? | Proliminary Forecast
Estimate
Region
1977778 | 197879 [1979/00 | 1980/81 | 1981782 | 19e2/83 | 1983/8s
Narth Americs
Suppty capabliity . ........ P 11.28 10.85 13.93 13,93 13.81 13.74 13.68
Consumetion....... .69 10.77 11.17 11.56 11.94 12,40 12.70
Surpius (-Geficlt) ....... ven e cee 1.59 0.08 2.7¢ 2.37 1.87 1.34 .95
Waoastern Europe
Supply capabliity ................. 1009 9.24 9.66 9.71 9.86 9.99 10.19
ConsumEtion .......oovuvienunnnan 8.7% 5.88 9.14 9.44 9.7} 9.99 10.38
Surpius {-~geflelt) .,...... rsaae e 1.34 0.38 0.52 0.27 0.15 0.00 -0.19
Ocsanis
Supply capabillty ..............-.. 0.22 0.20 0.20 0.20 0.21 0.23 0.23
CONRSUMPLION . ..o vev v et anornuns 0.23 0.24 0.26 0.27 0.2% 0.30 0.31
Surplus (-Oeficit) . ... civiin el -0.01 -0.04 -0.06 -0,07 -0.08 -0.07 -0.08
Other Gevel 0ped Market economies
Suppty capabiity . ................ 1.91 1.97 1.85 1.82 1.76 1.71 1.66
Consumption ....... . . 1.07 1.11 1.15 1.18 1.22 1.26 1.30
Surplus {(-aeficit) ............. .. .. 0.84 0.86 0.7¢ 0.63 0.54 0.45 0.36
Total doveloped marke! economies : N
Supply capabllity .............. 23.50 22.26 25.64 25.65 25.64 25.67 2%.73
Consumption.....,..... [ 19.74 20.98 21.72 22.45 23.16 23.9% 24.69
Surpius (-oefiCi) . ...... .0 0000 3.76 1.28 3.%2 3.20 2.48 1.72 1.04
Atrica
Supply capabliity ........... . 0.5 0.08 0.08 0.13 0.26 0.35 0.43
Consumption . . ....ouvnveennn . 0.47 6.50 0.55 0.60 0.65 0.69 0.74
Surphus (<aeficht) .. .......c0.0uve... -0.32 -0.42 -0.47 -0.47 -0,39 -0.34 -0.31
Latin America
Supply capabiiity . ........... ceaan 1.36 2,35 2.58 2.81 3.20 373 4.05
Consumption . ......... I 2.58 2.69 2.92 15 .39 .63 .90
Surptus (-Geflcit) ....... N -1.22 -0.34 -0.34 -0.34 -0.19 0.08 0.15
Near East
Supply capablity . .......... .00 1.21 1.8 2.05 2.67 .14 © .44 3.62
ComUMPION . ..., . iuirernranenn 1.54 1.59 1.78 1.96 2.13 2.29 2.48
Surpius {~geficit} .. ................ -a33 -0.08 Q.27 0.71 1.01 1.18 1.14
‘Far East
Suppiy capabliity ... .............s 3862 4,37 4.94 5.65 6.28 6.86 7.34
Conaumplion . .. ...v.vievvinnnnrene 5.10 5.8) 6.46 7.04 7.81 8.80 9.27
Surplus {(~deflcit . . ......... Ceraeaan -1.48 -1.4& -1.52 -1.39 -1.53 -1.64 -1,.93
Totai devatoping merket sconomies
SuUpply cBpebItty ... .. .00 en 8.34 8.34 9.65 11.26 12.88 14.38 © 15.44
Consumption . ........co00uv0n 269 10.61 11.71 12,78 13.98 15.13 16.39
Surplus (~defleit) ............... -3.38 -2.27 -2.06 -1.49 -1.10 ~0.7% -0.95
Communist Asls -
Supply capability . ............. ... 5.07 5.85 6.42 6.80 7.03 7.07 7.07
Congumption . . . .....c. it iianann 6.63 7.07 7.41 7.80 8.06 8.33 8.54
Surpius (~deficit) .. ................ -1.56 -1.22 -0.99 -1.00 -1.03 -1,26 -1.47
Esstorn Europe and WSSR
Supply capabliity ....... Cere e 14.71 16.44 18.34 20.57 22.79 24.79 25.73
COMBMPAION . .. o0cvvenicraranenas 11.69 13.10 14.10 15.10 16.00 16.80 17.60
Surplos (~adefleit]l .. ..... [ 3.02 3.34 4.24 5.47 6.79 7.99 8.13
Totat centratly planned sconomies
Supply capablily .............. 19.78 22.29 24.76 27.37 29.82 31.86 32.80
CoONSUMPBIAN . . . v iviennmennnse 18.32 2017 21.51 22.90 24.06 25.13 26.14
Surplus (-deflcit} ..., ........... 1.48 2.2 3.2% 4.47 5.76 6.73 6.66
wWorld Total
Suppiy capsbiity ............. 40.82 52.89 60.05 64.28 68.34 71.91 73.97
Avaliable suppiy” .. ... ........ 47.848 $1.76 . $7.05 61.07 54.92 68.31 70.27
Consumeption . S RLEERT R . 67.28 51.78 54.94 58.10 61.20 €4.21 67.22
Surpius (-deficit)® . ,.......... 0.13 0.60 2.11 2.97 3.72 4.10 3,08

! Forecast supply capadlity refers to maximum total ammonia supply capability should demand be there, except that some
production cuts announced by producers, particularly in Jepan {Other Developed) have been taken sccount of. Forscast supply
capabiilties are Dased on existing and anncunced new ammonis capacity. For new capscities in deveioping countries, capacity
utiiization is assumed to be §5% of final average capacity utliization for the country during the first year of cpsration and 85% the
second year, thereafter the country averags utitization rate is sssumaed. For deveioped countries these same rates are 80% and 90%
respectiveiy. Cepacity utliization In ammonia units is based On past experisnce on 3 country-by-country basls, Furthermore,
deductions have been made for nitrogen used tor ngn-fotllmr purposes (forecast country by country) and for nitrogen converuon
osse3 in-gown-straam fertiilzer processing units. * Actuol refers to actuat production and consumption as reported to FAO,

Avallabie Supply is wortd supply capability dess 2 S percent asllowance to ofcoum for normal stock changes, transportation snd
distribution losses and the time lag between production and consumption. “World Surplus (deficit) does not equal the sum of
regtonal balances dus to sdlustments described In Pootnote 3.

Sourcs: Actual and Proliminary Estimate: FAO Porecsst: FAO/UNIDO/MWorld Bank Fertilizer Working Group, June 1979,
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Appendix Neo. & -Morid phozphate fertilizer supply cxpabilities, demand snd balances’

{milion metric tons of mutrients)
Actus’ | Pretiminery Forscast
RAegion
197778 | 107870 |1e7avs0 | 19801 | 1s81ss2 | 19e2/83 | 198384
North America
SUDDly CAPABINItY .. ...l 8.13 .12 238 9.58 .64 9.66 9.68
COMUMPAION ., . . vl 5.20 5.58 ¥ 1) 5.79 5.89 3.9% 6.08
Suptut(-eRGt) . ... . i 2.93 3.58 .08 L7e 3.75 3.67 3.60
Westarn Europe
Suppiy capability ........... PUPII 5.7¢9 6.93 7.01 7.08 7.10 7.11 7.09
Consumotion . ..... S 5.60 5.71 5.88 6.03 6.19 6.33 6.48
Surplus (<daficdt . .. ....... e Q19 1.24 1.13 1.603 o.n 0.76 0.61
Ocesnia ,
Supply capabdtily .. ..., . .0 i 1,18 1.22 1.27 1.32 1.34 1.3 1.40
Comswmption . .. .. R 139 1.26 1.32 1.37 1.40 1.43 1.46
Surpius (-deficit) . ..... fetartacacas -0.03 -0.04 0. 05 -0.05 -0.06 -0.06 -0.06
Othet cevel oped Market sConGMing
SUpOly CEpADHItY . ... iiieeeaaaann 1.18 1.70 1.69 1.72 1.7¢ 1.84 1.84
Consumption , .. ....ccivvenraianars 1.16 1.18 1.20 1.23 1.28 1.27 1.29
Surplus(-deficit) .. ....... .o 0 enn -0.01 0.52 0.49 0.49 .51 0.87 0.55
Totat developed markst sconomies
Supply capabitity . ....... Ve 16.23 19.00 19,35 i9.60 19.84 19.98 20.01 ‘
ConSuUmMPUIon . . ... iviiiinna . 1318 13.73 14.00 14.42 14.73 15.04 15.31 |
Surpius (-deficit) .............. . 3.08 5.27 5.26 5.26 5.11 4.94 4.70 I‘
Africa |
Suppily capability 0.57 1.11 1.2¢ 1.42 1.63 2.08 2.32 !
Consumption . ... . 0.41 0.42 0.49 0.53 0.58 0.62 0.66
Surplus {-deficit) ...... 0.16 0.6% 077 c.89 1.0% 1.43 1.66
Latin America
SUPRIY CADADIILY . ... ....een.iannn 1.51 1.30 1.33 1.49 1.74 1.88 1.90
Consumption .. ...... Cesens e 2.23 2.31 2.853 2.76 3.00 3.2) .46
Surpive (-aeficit) .. ........, N -0.72 -1.0} -1.20 -1.27 -1.26 -1.38 -1.56
Near Eant
SuUpPIY. CapatilRY ... ...cceuitnnann 0.54 0.63 .80 1.08 1.39 1.68 1.75
Congumption . . . ......c...0i0iiaaan 0.92 0.86% 0.99 l1.0% 1.19 1.29 1.3?
Surplus {~AoflcIt) .. ... el as -0.38 -0.26 019 -Q.04 0.20 0.39 0.38
Far East ‘
Supply capabltity ......... Prenns .e 1.04 1.23 1.3% 1.47 1.59 1.67 1.67
Comumption .. ......c vt anen 1.68 1.92 2.14 2.33 2.52 2.73 2.94
Surptus (~dalielt) .. ... . . i aea -0.64 -0.67 -0.79 -0.86 -0.93 -1.06 -1.27
Total doveioping market secon
Supply capablity . ....... eanan 3.68 4.29 4.74 5.43 6.35 7.28 7.64
Consumption . .. ......c0r 000 ‘e S.24 5.54 6.1% 6.71 7.29 7.87 8.43
Surpius {-aeficit) ,.............. -1.58 -1.28 -1.41 -1.28 -0.94 -0.59 079
Communist Asia ’
Supply capabitity ..... “ererasaeane 1.64 1.92 2.00 2.14 2.3) 2.44 2.56
Consumption......... Ve eienennn .77 2.08 2.18 2.32 2.51 2.67 2.82
Surpius (asficht) ....... . .00 nunn -G.13 013 -0.18 -0.18 -0.20 -0.23 -0.26
Eagiern Europe and USSR *
Suppty Capabitity . ... ... 0000 . 8.43 8.48 3.09 9.41 10.03 10.75 11.40
ConsumpPtion . . .. .. .t aenrrranns .13 8.68 2.39 10.11 10.83 11.58 12.20 '
Surplus (-@eflcdt) ... ... 0 e 0.30 -0.20 .50 -0.70 -0.80 -0.80 -0.80 :
Total centraily piannad sosnomias
Supply capeddity .......... veas 16.07 10.40 10.09 11.55 12.34 13.19 13,96
Consumption . .. .......... hiaas $.90 10.73 11.54 12.43 13.34 14.22 15.02
Surptus (-defledt) ............... 17 -0.33 -0,88 T -D.88 -1.00 -1.03 -1.06
wornd totsl
Supply capablitty ....... cevaen 29.96 33.69 34.96 36.68 38.53 40,45 41,61
Avallable supply” .. ... ........ 28.44 32.68 33.93 35.56 37.37 39.24 40.36
. Consumption . P R 28.29 30.00 al.mn 33.56 35.3¢ 37.13 3876
Surplus {deficit)” .. ... ..... ... 015 2.69 2.15 2.00 2.01 2.11 1.60

! Forscast Supply capabllity Is mado up of wet process phosphoric acid production (100%) and other P2Og production consisting
of single superphosphate (100%), baskc stag (100%) and the phoaphate rock contribution Into the menufacturing of concantrated
superphosphates (I0%) and nitrophosphates (60-100%, dspending on region). For new plants capscity utliization i3 assumaed at 40,
30 and 90% In deveioped countries and at 35, 70 and 80% In daveloping countries for the first year, third ysar and thereafter,
respactively. Non-fertliiter uses Dave besn forecast on a country-dby-country batis and deducted to give the acid availlable for
tertilizers. LOsIRS In tlp Production process are estimated at 6% for all regions. ? Actual reters to actual production and consumption
as reporied 10 FAO. "Avciloble Supply ls 97% of world supply capabitity refiecting past experience, to account for normal $2oek
changes, transporiation and ainrlbl.nlon tossgs £nd the time lag batween production and cansumption. In the past 10 yean, this ratéo
erl;d‘ b;l\-un % ana D8%. © Wortd Surplus (deficit) does not equal the sum of reglonsl balances due to adjustments descrided
I tnote 3,

Sourcs: Actugt and Preibmingry Estimate: FAO. Forecast:, FAOMAINIDO World Bank Fertliizer Working Groug, June 1979,
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Appendix No.T ~World potach fertilizer supply capabilities, dsmand and balences’
{million metric tons of nutrients)

Actuat’ | pretiminary Forecast
Estimate
Region .
1972 /78 1978/79 1979/80 | 1980/81 T 1981/82 [ unns_L: 983/84
North America )
Supply Capabiiity . 817 9.08 9.28 9.53 9.80 10.53 11.50
Consumgpition , . ....... e 5.28 5.69 5.90 6.10 6.28 6.50 6.80
Surplus (-ceficit) ............... e 2.9 3.37 3.3 3.43 3.52 4.03 4.70
Western Europe
SUPPly CapabBity .. ... .. ... enen 4,62 6.34 6.54 6.62 6.58  8.54 6.57
Conmsumption . ..... e 8.17 5,37 5.64 5.82 6.0l 616 6.3]
Surplus (-eflcit) . ........... verase -0.25 0.97 0.90 0.80 0.57 a.38 0.26
Ccmania
Supply capsbiiity 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Consumeption . ....... N . 0.24 0.2% Q.26 0.27 0.28 0.29 0.30
Surplus (-defNcit) -0.24 -0.25 +0.26 -0.27 . -0.28 -0.29 -0.30
Other Cevel0ped MaTkat econNOMiey
Supplycapabiifty ................. 0.63 0.71 0.71 0.71 , 071 o.87 1.08
CoOnBUMPRION . . .. eoovvresernnrnnne .05 0.86 0.87 0.87 ‘0.88 0.89 0.91
Surplus (<dafbeit) . ... ... 0, Q.17 -0.18% -0.16 -0.16 -0.17 -0.02 0.14
Total devel0ped markst sconomies
Supply capabiiity . ............. 13.77 16.11 16.53 16.86 17.09 17.94 ©19.12
Cormsumption . ... 11.84 12.17 12.67 13.06 13.48 13.84 14.32
Surpius (-deficit) .......... e 2.23 3.94 .86 3.80 3.64 4.10 4.0
Africa
Supply capabliity ...... Crecasar s 0.08 0.00 0.00 0.00 0.00 0.00 0.00
Conmumption . ........cc0cnviirianan 0.24 0.27 0.30 0.33 0.36 0.39 0.42
Surpius (~aeficit) .. .... ... testeenes -0.16 -0.27 -0.30 -0.33 -0.36 -0.3¢9 -0.42
LEtin Americs .
Supply Capability .......... 00000 0.01 0.02 0.02 0.02 0.02 . 0.02 0.07
CORSUmMPIOn . . ... ..coeveianesnnes 1.9 1.52 1.65 1.78 1.91 2.04 2.17
Surplus (~eficit) ....ocvvr e vrann -1.38 -1.50 -1.63 -1.76 . -1.89 -2.02 -2.10
Near East
Supply capablilty ........... Cerane 0.00 0.00 0.00 0.00 0.00 0.14 0.43
Consumption . ... .....cviiiviananns . 0.04 0.05 0.06 0.07 0.07 0.08 0.09
Surpius (-gdeficit) .. ......... vevean P -0, 04 -0.08 -0.06 -0.07 -0.07 0.08 0.34
Far East
Supply capabllity .......c.iciiu0nn 0.00 0.00 0.00 0.00 .00 0.00 0.00
Corsumetion . .... tesevearanraacea 0.93% 1.05 1.14 1.23 1.34 1.43 1.53
Surplus (BN} ... v ivi s -0.9% -1.08 -1.14 -1.23 -1.34 -1.43 -1.53
Total devel oping market economi
Supply capabliRy .............. 0.09 0.02 0.02 0.02 0.02 .16 0.50
Consumprion . ......o0nvsnnrane 2.62 1.95 3.1% 3.41 3.68 3.94 4.21
Surplus (~goficlt} . ........... vea -2.53 -1.93 -3.13 -3.39 -3.66 -3.78 oA
Communist Aslas
Supply capabllity . ... ceiiiiivnann 0.32 0.32 0.34 0.36 0.41 ) 0.45 0.50
Consumption . . .... e e 0.56 0.60 0.65 Q.70 0,75 0.80 0.85
Surplus (Gaficit) ... .......... ceana -0.23 -0.28 0.31 -0.34 -0.3% -0.38 -0.35 -
Sarops ane USSR
copadBRY ........0 00 11.58 13.03 13.85 14.76 15.30 15.80 16.30
A ConumPRion .. . ;e cansesccrsoenss 8.59 2.52 9.95 10.52 1120 11.88 12,61
Surplus (Geficit) L. ...ovivnl.an veu 3.00 3.51 3.90 4.24 4.20 3.92 3.69
Total centrally plannid dconomioy
Supply capabbily ........c000us 11.90 13.38 14.19 15.12 15.71 16.28 36.00
Consumption....... .15 10.12 10.60 11.22 11.85 12.68 13.46
Surpius {(-deficit) ......... Geaaen 2.7% 3.24 3.59 3.90 3.86 3.57 - 3.34
Worlg total :
Supply capablitty . ......... . 25.76 29.48 30.74 32.00 32.82 34.38 36.42
Avalladie supply” .. ... innan . 23.70 27.03 28.18 29.33 . 30.08 31.49 33.39
Consumption . g verass 23.30 25.18 26.42 27.69 28.98 30.46 31.99
Surpius (-geficit)® . ...... caen 0.40 1.88 1.76 1.64 1.10 1.03 1.40

! Foracast Supply cepability refers to maximum total potash supply capability should demand be thers. For existing plants
capacity utiitzation Is based on pist experience. For new minas capscity utilization is assumed at 30, 7S, and 90% for known
deveioped org bodies and 20, 40, 75 and PO for unknown ore Dodies for the first, .‘cond. third and fourth year and thoreafter
respectivety. ~ Actual rofers to actusl production and consumption as roported to FAO. " AmalladNe supply is wond supply cepabitity
less 3.5% technicat potash, less 5% to sccoum for normat stock increases transportation and distribution (03583 and the time lag
bcxw.‘.l\ plroguntbonuu;d consumption. “World Surplus (deficit) does not squal the tum of regiona! baiances duae 10 adjustments
described In Footno . .

Source: Actusl and Preliminary Estimate: PAO
Forecasts: FAQ/UNIDO/World Bank Fartilizer Working Group, June 1979,
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The Problems of Agricultural Development
and

@eply )

y . . {
Arab Economic Integration "

I have to express my thanks and respect to Dr. Adda Guecioueur

for his valuable effortin trying to shed light on one of the basic
problems of the Arab World, cur food security which requires a quick
solution if we want to guarantee our existence and our independence.
Dr. A.Guecioueur reviewed the existing situation of Arab agriculture
and suggested solutions to solve current problems and at the same
time develop the agricultural sector in a regional integrative way .
He based his presentation and analysis on three indicators, namely

the contribution of the agricultural sector in:

the labour force.

the Gross Domestic Product (GDP).

3

Export earnings.
T should like to make brief comments on some of these:

1. In 1978 the Arab World's population was around 149.4 million
inhabitants and the total labour force was 39.9 millions ,that
is 26.7% of the total population. The total population\kv\na ?foﬂq
agricultural activities amounted to 79.5 millions, that is
53.3% of the t0£31 population. The labour force engaged in the
primary sector was 21.8 millions that is, 54.4% of the total Arab

labour force. These figures vary from one country to another:
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83.8% in Mauritania, 81% in Somalia and 77.8% in Sudan with

the lowest figure of 1.7% in Kuwait. It is also worth mentioning
the decrease, although negligible , dﬁring the last three years

of the percentage of the total labour force engaged in agriculture

55.9% , 55.3% and 54.8% re.sqe_c,\“\uc\»\.

At World level only 7% of the total labour force is engaged

in the primary sector. This implies that 7% is able to satisfy

its own food requirements as well as the rests, that is 93% .

However, in the Arab World, agriculture as a percentage of the

total labour force is 54.7% and it is unable to satisfy the needs

of more than 88% of the total population since Arab total food suffi-
ciency was around 80% during the 1974 - 1978 period. This figure

differs from one product to another and from one country to

another.

The following table gives a general view of the average rate of

self-sufficiency in major foodstuffs during the 1974-1978 period.
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Table No. 1: Relative Self-Sufficiency and Consumption in
the Arab World: 1874 - 1978.

N
\

Excess of
. Rate of Self- Average Annual Arab Worlds' ' Average Arab
Items . _ ' _
Sufficiency Rate. of Consumption Average Consump World's Con
Per Capital tion - sumption
1974 - 1978 1974-1980
%
Cereals 64.2% 231.2 kg  32.5.10% tons 31.6
Tubercles 96.0 . 15.3 kg 21 " 14.5
Vegetables 101.1 92.2 kg 14 ' 96.7
Fruit 111 42.2 kg 6 " _ 23.7
Pulses . 97.7 8.4 kg 1.2 " ' 8
0il Seeds - 101.6 17.9‘kg 2.5 " n.a.
Meat 86.8 16.6 kg 2.3 " 22.2
" Fish 98 7.5 kg 1.05 211.5
Dairy Products 72.2 17.5 kg 16.5 " 93.4
Eggs 84.2 2.4 kg 0.322" 26.8
Refined
Sugar 34.5 22.3 kg 3.1 " 13.5

*  Only fresh milk and all its by products.

Source Cf. Dr. K. El1-Khalidi ''Food Crisis and Arab Food Security' ,
AEUC, Amman , 1980.
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By self-sufficiency we mean the ratio of domestic prbduction
to available (direct and intermediate) consumption and the real
demand for such commodities is not enough , especially since
the average Arab calorie intake 1is inadequate according to

dieticilans.

Dr. A. Guecioueur considered the Arab food situation and the
{Average Arab) calorie-intake at regional level. We can add

that the nutritional level has important social and economic
consequences in the developing countries. In the Arab World, for
instance, because of insufficient food 15 t0 30% of children
die before the age of five. In other Third World countries the
figure varies between Z/S'Qnd 4/5H%This creates baneful social

consequencess

On the economic side, low nutrition levels directly decrease
labour productivity. This phenomenon has been clearly
emphasized by all the studies undertaken by the World Health
Organization (W.H.0.), The nutrition level is the result of
several economic and social factors. The individual calorie
needs differ from one country to another as does the actual

intake.

The following table gives an idea:
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Table No. 2 : An Arabs average calorie requirements and his food and
meat intake : 1975 - 1977 .

. Daily calorie Intake from f;oog intake Intake as %
rountries ;igU;:eEEEES Food Meat  Total :thIOfntkae 1 of fequirement
Arab African
Countries 2286 2096 343 2439 85.9 106.7
Algerial 2400 2128 228. 2456 90.3 102.3
Egypt 2510 2542 | 174 2716 93.6 108.2
Libya 2360 2540 406 2946 86.2 124.8
Mauritania 2310 1381 513 1894 76.9 82.0
Morocco 2420 2420 148 2578 93.2 105.72
Somalia 2310 1358 771 2129 63.8 92.16
Sudan 2350 1993 254 2247 88.7 95.6
Tunisia 2390 2406 251 2657 90.6 111.17
Arab Asian
Countries 2440 2047 236 2283 89.7 93.6
Iraq 2410 2114 193 2306 91.7 95.7
Jordan 2460 1867 300 2067 90.3 84.0
Lebanon 2480 2243 | 251 2495 89.9 100.6
S. Arabia 2420 2161 310 2471 87.4 102.1
Syria 2480 2336 279 2615 89.3 105.5
YAR 2410 1988 191 2179 91.2 90
YPDR 2410 1217 280 1897 85.2 78.7
General
Average 2410 2072 290 2362 78.7 98.0

Source :

FAO Year Book Production, 1977,

pPp 247#248 .
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It appears that the average daily calorie intake rgquirements
for an Arab are 2410 but his actual daily intake is no more
than 2362, 87.7% of which come from vegetable origins

In other words, only 98% of the daily requirements are covered.
It is worth mentioning that during the same period the average

daily world intake requirements were 2590.

When it cames to protein intake the situation differs from one

country to another. During the same period the average daily in-

take for an Arab individual was 66.7 grammes a day, 27% of

which came from meat origins. However, according to dieticians,
0

the basic requirements are 7¢ grammes of protein a day , 30%

of which must came from meat sources.

It follows that an average Arab individual's daily intake is

below his requirements, both in terms of quality and quantity.

Dr. A. Guecioueur showed the importance of agriculture as a

source of export earnings. I would like to continue his idea

by considering the role of the primary sector, and , more

specifically, food products in the Arab World's foreign trade
it

of foods«yifs.

During the 1972 - 1977 period the Arab World's real trade

balance was marked by a net deficit in those essential food

products without which a human being cannot survive.

The following table illustrates the situation:

. A e
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Table No. 3: Arab World's main food items trade balance ,

average 1974 - 1978 period.

Items Surplus (+) | Excess over average
deficit 1000 tons of 1974-80 period

_(%)

Tofal cereals. 13000 83 %

Pulses ‘ 43.5 143000 tonnes

Sugar 2400 68 %

Oils (Plant) 562 68 %

Total meat 308 403 %

Fish 01 ' n.a.

Dairy Products - 545 n.a.

Eggs 55.5 143 %

Animal 0il and Fats 179 70 %

Live animals 3.4 C 110 %

0il seeds +44.5 n.a.

Vegetables +135 n.a.

Fruit +719 40 % less

Source : Arab World's food crisis and food security , Op. Cit.,

2nd volume.
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The balance of trade food deficit was § 55.6 bn. and foodstuff

exports covered just 21% of foodstuff imports during the 1974 -
1978 period. Furthermore, as is shown by the following table ,

except in the case of 0il seeds, vegetables and fruit, there

was a food balance deficit in most other products.

Table No. 4: Arab World's financial and relative deficits in

the main foodstuffs, average 1974 - 1978 period.

Average deficit

Items Net deficit %
Million dollars »

Cereals 2468.2 44.2
Sugar 1066.8 | ©19.1

Dairy Products 644.5 11.3
Coffee,tea,cocoa 490, 5 8.8

Meat 446.7 8.8

0il Seeds : 260.3 6.0

Live animals 166.4 3.0

Raw tobacco 118.9 : o | 2.1

Other products : 087.6 10.0

Total deficit 6336.4 -

Total surplus 749.7 -

Net deficit 5586.7 -

Source: Ibid, p. 260.
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The following table offers a country breakdawn of the total

deficit and surplus.

Table No. 5: Individual Arab countries' food balance of trade,

. average 1974 - 1978 period.

Countries Food balance (1,000 US Dollars )
Algeria - 826334
Egypt - 1182958
~ Libya - 407429
Mauritania - 50265
Morocco - 147701
Somalia + 2025
Sudan + 29334
Tunisia - 148667
Bahrain - - 59855
Iraq - 387867
Jordan ' - 223933
Kuwait - - 257381
Lebanon ‘ - 182601
~Oman - 56609
Qatar - 48891
S. Arabia - 728000
Syria - 255979
U.A.E. | - 174417

YAR - 158038

YPDR 84082
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From this table it is clearly evident that all Arab countries
except Somalia and Sudan witnessed an éverage food deficit

during the period concerned.

Dr. A. Guecioueur also considered the Arab World's potentialities
in the form of cultivable land. From this angle I should like

to add that according to the FAQ, in 1977 the total amount of
cultivable land in the Arab World was 315‘million hectares and
that only 49.4 million hectares were effectively cultivated.

This represents ZJéf% and \5.3 % respectively of the total area

of cultivable land.

It is worth indicating that during the 1972 - 1977 period the

o

yearly increase of cultivable land was 0.6 % and that the

intensive yield increased at a rate of 66%.

In 1977 irrigated land amounted to 8 million hectares, that is
16.4% of total cultivable land and during the 1972-1977 period

the annual rate of irrigation expansion was around 0.8%. According
to the Arab Agricultural Development Authority's estimations '
based an every c0untfy’s polentialities and development plans,
59.8 million hectares will be cultivated by the years 2000.

This means an average increase of (.17% every year. The Autﬁority
estimates that yields will increase at a yearly rate of 1.8%,

and that irrigated land will reach 15 million hectares, that

is 25% of the total cultivable area.

Concerning the year 2000 Tables éawd7] illustrate the situation

in terms of consumption, deficit and relative self-sufficiency.

sy PR |
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Table No. 6 : Food Consumption estimations in the year 2000.

Gross Consumption Average per capita consumption
Items 1000 % average " . y ‘ - relative
metric tons growth g/ percapita % izi:th 1mp?;§ance
1980-2000 .
Cereals 50384 - 2.84 190.6 0.25 38.04
Wheat 34824 3.11 131.8 0.53 26.30
Barley 784 1.27 2.97 ‘ 3.48 0.59
Yellow Maize 2718 1.42 . 10.28 0.16 2.05
Rice 4641 3.16 17.56 0.58 3.50
Others 7414 2.78 28.05  0.20 5.60
Tublerev\rs 5321 3.75 20.10 1.16 4.02
Sugar 7826 3.43 29.65 - 0.85 5.92
- Pulses 2578 3.7 9.75 1.23 1.95
0il Seuds 516 3.16 1.95 1.02 0.39
Vegetables 20281 3.97 76.70 0.39 15.32
IFruit 14851 3.20 56.20 0.62 11.23
0il (Plants) 2312 2.85 8.75 0.29 1.75

Anumal Products

Total Meats 7250 4.60 27.5 2.04 5.49
Red Meat 5752 4.51 21.8 1.95 033
White Meat 1498 4.97 5.7 2.44 1.14
Dairy Products = 19210 3.33 72.7 0.75 14.52
Eggs 762 4.23 2.88 1.64 0.58
Fish 1043 3.64 3.94 1.02 0.79
Total 132334 - 500.5 -- 100.00

Source: Arab Organisation for Agricultural Development - The Future of Food

in the Arab Countries, Volume No. 2: Food Consumption, 1979.
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The previous table shows the expansion of food consumption in

the Arab World. Various factors such as population growth and

increased standards of living combine to explain this situation.

In the final analysis there is an expanding food gap in the
Arab World and if Arab countries do not join efforts it c¢an be
solved only through imports. The extent of the deficit is

illustrated by the following table.

@ P sy B s =
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Table No. 7: Expected Food Surplus and Deficit and rate of self-
sufficiency in the Arab World in the year 2000.

Surplus (+), deficit Rate of Self-
Items .
1000 metric tons sufficiency *
Cereals 29089 | 62.18
.Wheat 19181 : 47.90
Yellow Maize 3469 60.90
Rice 3297 56.20
Barley | 259 | 96.26
Other Cereals + 87 . 100.87
Tubercles + 171.08 _ 102.90
Sugar _ 3495. 80 55.70
Pulses 30.70 96.20
0ils 1042.40 . 66.53
Vegetables + 254.50 100.90
Fruit 124.10 99. 30
Total Meat | 3028.10 | 58.20
Red Meat 2493 56.70
White Meét 534.95 | 64.10
Daify Products 5521.97 71.70
Eggs 49.70 94.00
Fish 371.80 _ ’123.50

Source: 1Ibid, Volume No. 3, pp. 2 and 3
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Dr. A. Gueciou§ur clarified the following points:
- The causes of backwardness of the A?ab agricultural sector.
- Thé effects (results) of the food deficit in the Arab World.

- The Arab strategy, both at country and regional levels , to .

solve the food deficit.

However, he did not focus enough on the subject of his paper
which is the problems of agricultural development and Arab !
economic integration. He dealt with the problems in a generali
manner under the title "Arab Strategy to solve the food deficft”.
He mentioned the non-existence of Arab regional institutions to
deal with agricultural problems, and 1 do not agree with him,

the reason is that there are three specialized institutions

whose function is to coordinate the development of the agricultural

sector both at country and regional levels. These are

1. The Arab Economic Unity Council, which has a department dealing

with agricultural production.
2. The Arab Organization for the Development of Agriculture.
3. The Arab Centre for the study of dry lands and arid zones.
I should like to comment on the causes which led to the hackwardness
of the agricultural sector in the Arab countries in general and,
more specifically, on the subsequent problems and gbstacles to
development :
1. The backwardness of the agricultural basis i1s illustrated by:

a. The general decrease of the power of the Arab peasant

(fellah) in the fields of finance, science, culture, and

health which led to the decrease in productivity.
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The inefficient use of irrigation,

b.

¢. The non-application of modern techniques in agriculture.

d. The relative decline in technological progress as a
result of the decline in the use of machinery, fertilizers,
pesticides, etc. in the agricultural process.

e. The continuous use of the fallow system.

f. The absence of adequate training courses in most Arab
countries.

The backwardness of the infrastructure which is exemplified

by:

a. Insufficient irrigation, drainage and drain networks.

b. Insufficient road systems (primary as well as secondary)
in agricultural areas.

c. The weakness of the means of storage, both at the private
and public level, in most Arab countries.

The shortage of skilled labour and instruactors in most Arab

countries,

The weak and inadequate scientific research carried out in

most Arab countries.

The

weakness of agricultural counselling.

Land fragmentation as well as its non-redistribution.
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The absence of clear agricultnral policies in most Arab

countries.
The weakness of marketing facilities

The decline of the income of those working in agriculture
relative to other economic activities. This has led to a

movement of labour and capital from the primary to other sectors.

In most Arab countries priority was given to other activities,

and in some instances.at the expense of agriculture.

There are no agriculture - based transformation industries
which would strengthen the primary sector. Possibilities

do exist, such as in the case of oil.

However, concerning the abstacles to economic development, they

vary from one country to another. Despite this, the following points

are more or less comman to all of them.

The existing facilities are limited in terms of water, land

and funds.

Shortage of labour force in countries such as sudan. This has

a baneful effect on seasonal agricultural products.
Some prevailing social habits and behaviour.

The inheritance law and the land fragmentation which it led

to!
The weakness of the infrastructure.

Technological backwardness.
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7. The absence of adequately studied pfojects able to attract

developmental investment.
8. The weakness of the marketing network.
9. Some Arab countries, which had agricultural potential ,

" neglected, the primary sector.

Arab Agricultural Integration

There is a general consensus that agricultural integration is a
necessary pre-réquisite for development in the Arab countries which
suffer from a weak system of production. However, despite this
consensus there is still no similar agreement on a formula for

integration or the way it should be carried out.

Several formula for agricultural integration exist. Ome such formula
is that of a comprehensive integration is an essential step toward
comprehensive Arab economic unity. But the shortcoming of such a
formula is its step-by-step -integration., The first step to be taken

is the removal of those obstacles which hinder the movement of
agricultural products betweeh the Arab countriés and the encouragement

of agricultural specialization according to the relative advantage.

Yet another method of agricultural integration in the Arab World is
by means of planning. This way production would be planned and each

country would be required to produce accordingly.

The final formu:la, though the least effective, is to coordinate
agricultural production in each Arab countries national plan and to

coordinate common aims and goals.
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Finally, one has to mention that integration in the agricultural
sector is one of the most difficult types of integration because of
the stagnaﬁt technical process in this sector, because of the fear
of failure, and because governments bear the responsibility of

supplying food to the citizens within their respective countries.

The problems and obstacles to Arab agricultural integration could

be summarized as follows:
1. Differences in land ownership and methods of production.

2. The absence of an economic and social infrastructure in all

Arab countries.
3. The different governmental systems in the Arab World.

4. The existence of many obstacles which hinder the movement of

financial capital.

5. The negative spillover effects of political differences to

economic relations.

6. The varied regional and national policies where each state
follows a policy of self-sufficiency in the production of farm
products to meet the demand.

7. Different price-support policies.

8. The shortage of trained skilled labour especially in the

agricultural sector.

9. The weakness of the volume of trade between Arab countries.
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The lack of investment devoted to agriculture despite the
potential of this sector as shown by the fact that only 17.2%
of total investment was devoted to the agricultural sector

for the first five years of the 1970's

For all the above reasons. it becomes necessary to focus the Arab

political effort on a food strategy which takes into consideration

the present system of production and the.future demand for food.

The future growth and success of this strategic need of the Arab

countries will be measured by the concerted effort towards integration

in this respect, and by the establishment of projects which are

based upon relative endowment of resources in the Arab countries.

This requires a unified Arab effort in the food production sector,

and as a base the following points should be considered:

A survey and data bank is needed to ascertain the present
natural resources, water supplies, human resources and invest-

ment in the agricultural sector.

Research and studies on environment, climate and the .adaptability

of certain agricultural produce should be undertaken.

Coordination is necessary among Arab countries towards creating

unified and harmoninus agricultural policies.

Importance should be given to investment plans in the agri-

cultural sector.

Agricultural technology should be applied and developed, and
optimal use should be made of resources with the object of

increasing productivity.

Importance should be given to agricultural research, education

and extension services.
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Some of the surplus financial assets of the oil-rich Arab
states should be channelled into investment in the agri-

cultural sector.

Agricultural development projects should be distributed

amongst the Arab countries according to natural endowment.

Concentration should be focused on manpower development and
training programmes to enable workers to use modern technology

in agriculture.

Price support policies should Be founded with the aim of
increasing the level of income of the population engaged in

the agricultural sector.

Policies designed to promote rural development should be

pursued to reduce the disparities betwcen rural and urban centres.

Ghanem Al- Khaldi



DISCUSSION
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Dr. Saad Shammout: The two previous papers focus on increased

million hectares is cultivated.

expenditure as a method of improving the agricultural sector, I do
not think that expenditwre alone can increase productivity and
production. One should also consider the total area cultivated
which has decreased recently in some Arab countires. Jordan, for

instance, use to cultivate two million hectares now less than one

In my mind we should concentrate on the labour force by guarantgciﬂg

a sufficient income to the Arab farmer.

Dr. A. Guecioueur: I quite agree with you, we cannot do anything

without man. Rural exodus, an important problem in the AW., is caused

by the following factors:

- All the social amenities such as schools, hospitals and universities are

concentrated in the capital cities. Therefore the rural areas

are neglected.

In all Arab countries the economic function of a farmer (Fellah)

15 perceived as a down-grading social function.

The policies pursued by all AC give priority to the secondary

and tertiary sectors at the expense of the agricultural sector.

The mislocation of the industrial plants. For instance Algeria
and Iraq launched their huge industrial projects just outside

the main cities, that is in the most fertile lands.

Dr. Ghanem Khalidi: I have some doubts concerning the figures

mentioned by Dr. S. Shammout. The gross wheat production increased at
Pan. Arab level. However this increase did not match with increase

in demand ( 5% per annum ) and the population growth rate (2.9% a year)
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That is why we have a persistent food deficit. Another reason is
that agricultural projects take a long time to mature. This pheno-

menan tends to postpone the results.

Dr. A. Badran: T should like to mention a recent phenomenon

namely that farmers are producing more and more vegetables and fruit
which  wvnlike wheat, give high and quick profifs. The best irrigated
lands are used for this purpose. Furthermore, for financial reasons,
many projects havenot been carried out in countries such as Jordan.
Finally I ought to mention the recent dfought whichhit several

countries for several years. It magnified our deficit,

Dr. Jawad Anani: T should like to focus en three or four points.

What has been said reminds me of the Economic Development Theory

put forward a long time ago by Thomas Malthus who concentrated on
the agriculture//industry dichotomy. The central theme of this theory
is to encourage immigration in order to increase production. We are
talking and debating the questions of population growth, rural

exodus and food defiei¥ , it seems to me we are gradually going to
the World of Malthus. We should differentiate between the lack of

manpower and deficit in production.

We should distinguish between economic and political decisions. The
economic decision should respond to the citizens' needs at a given
time whereas the political decision does net serve the interests
of the consumers but it responds to certain political goals and it
has to be popular. In this part of the World the economic decision
has been politicied in order to satisfy certain groups or "loud

voices',

I would like Dr. A. Guecioueur to explain his concept of
"domestic terms of trade' between the agricultural and industrial

sectors.
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Dr. A, Guecioueur: We can apply the analysis dealing with the

international terms of trade and more precisely between industria-
lized and developing countries to the domestic terms of trade that

is between the industrial and the agricuitural sectors. For political
and social reasons the prices of agricultural goods are kept low

on the other hand the industrial sector is supplied , both in terms
of input and finished goods, through international trade where
the prices reflect World markets. In other words the prices of
agricultural goods increase at a lower rate than the prices of
industrial goods. This phenomenon worked at the disadvantage of

the primary sector in the Arab World and Third World countries
DBr, J. Anani: It seems that I have been misunderstood, what I
meant is not the terms of trade between industrialised and developing

countries but between the primary and secondary sectors.

Dr. A. Guecioueur: You have been properly understood. There is a

link between the two types of terms of trade through the price

channels,

Dr. Ghanem El-Xhaldi: Dr. A. Guecioueur said that there are four

wheat exporting countries. Canada, USA, Australia and Newzealand .

I must add that other cowitries such as India and Argentina

constitutes large suppliers in the international wheat market. Many
reports, even some of the United Nations, mention a food crisis

by 1985, and you suggest food storage. This solution has a limited

inpact because we cannot store Some types of foodstuffs and indefinitely.

1 would like to hear your comment on this issue.

Dr. A, Guecioueur: First I said that the four countéi€s are major

wheat exporters, I never said they are the only exporters.

Second let us take the case of Iran which wa$ "blacklisted " by the
USA gq( QL?OFFS . ", As you know very well all other countries
joined in the boycott.

L o s S et e ¢
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The World food shortageby 1985, referred to by several official -
reports could be either an artificial or a structural shortage.The
best example of artificial shortage we had in recent years is the
so-called 1973/74 o0il crisis. Such as shortage can be engineered
to achieve specific political or strategical objectives.
“ou

I agree with‘food storing is not the ideal solution but it should
not be dismissed as totally ineffective. I must add that it raises
several problems such as the items to be stocked, the geographical

location of the stocks and the financing of the whole operation.
Finélly T should like to say that oil stocking does not constitute
the ideal remedy to the energy crisis nonetheless it is being

applied by the oil importing countries.

Dr. A. Dajani: Dr. G. kKhaldi mentioned that there are three

institutions iﬁ the Arab World which coordinate agricultural production.
In fact there are more than that. If one examines carefully the
functions of these institutions one can casily notice that they

gave to themselves this function of coordination. In fact they are
incapable of performing such a responsibility for the following

reasons:

These institutions are attempting to swallow something they

cannot digest.

- The regional ' climate ' does not allow them to carry out

such a function.

- Within the framework of our symposium we have already agreed
that some Arab countries do not have the political will

‘or desire to shoulder their regional respbnsibilities.
- In trying to solve our regional developmental problems we

always refer to our " textbooks" therefore we always come up

with the wrong solutions.
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Dr. R. Aliboni: Dr. A. Guecioueur mentioned the causes of food

deficits in the AC, I should like to add another element concerning
the relations between the EEC and some AC. 1 believe that the
agreement already signed are beneficiary to the AC to some extent.
They open new markets for Arab agricultural products . This opera-
tion increases foreign exchange for the exporting countries, this is
very important. On the other hand we can say that Arab resources

are used to satisfy non-Arab food demand because the Euro-Arab

links tend to encourage food exports not domestic (Arab) food
consumption. This processes constituts a secondary factor, a

secondary cause of Arab food deficit.

M. F. Ghiles: I should like to support the opinion just expressed
by Dr. R. Aliboni. This switching of resources or waste of resources
is very pronounced in the case of Morocco where agricultors

produce foodstuffs not consumed locally.

I noticed the absence of politics in our debate. In the three
Maghreb countries, political factors constitute one of the many
causes of the food deficit . For instance in Tunisia for political
reasons most of the investment is concentrated in the North. For
irrigation purpose water is brought from the in-land to the cost.
This misallocation of investment has two baneful effects: it in-
creases the production cost hence making domestic output less
competitive and it decreases the productivity and therefore the

production.

In Morocco the feudal system of land tenure is one of the basic
obstacle to increased production. According to Moroccans officials,
this system has not changed for the last two centuries around Fez.
As long as such a situation prevails MQToccans'would go to France
to work imn coal mines rather than stay and work their piece of
land. ‘
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Morocco 1s very dependent on the EEC market for produces such as
tomatoes. If the EEC decides to delay the imports of tomatoes, say
from October 15th to November 15th as it did in 1973, the whole

crop is lost because there is no storage facilities.

In Algeria we have a different story. After the independance (1962)
much of the land which was owned by French " colons ' was. transformed
into cooperatives . After 1965 these cooperatives were run on
political grownds. The ultimate aim behind this system was to prove
that socialism was the answer for everything. Fifteen years later
around 50% of the land is abandoned or uncultivated. Obviously

the - system has not worked.

In Algeria the high degree of centralization coupled with rural
exodus has emptied the countryside of its labour force.In this part
of the World we seem to forget easily that the industrial revolution

was financed with agricultural surpluses.

Dr. H. Yahaya: When we discuss the problems of economic integration

we should differentiate between two things, first the role of Arab
governments and second the role of Arab private capital which is, in
turn, controlled by the government. Therefore Arab integration

requires at least the coordination of the roles of Arab governments.

When it comes to agricultural sector rural exodus constitutes an
important issue. We should try to calculate the minimum labour force
necessary to manage the primary sector and which has to stay in the
country-side. Tn the industrialized countries the figﬁre varies
between 3.9% to 6% of the labour force. It is owious that our
objective is to achieve food self-sufficiency; but we are going to

do it through increased output or through increased productivity.
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Dr. Ghanem Khaldi: I agree with Dr. H. Yahya these are important
issues. In my opinion we should try to solve our food deficit through
increased production and increased productivity that is through

vertical and horizontal improvements.

Concerning the minimum labour force able to '"work" the agricultural
sector ] must confess that the AEUC has not yet dealt with the

issue.

I also agree with Dr. J. Anani when he said that economic decisions
have been politicized. I believe that integration is the only
guaranty to meet both the producer and consumer's need gecause
integration means specialization means lower production cost on

the prdducers' side- and lower selling price on the consumers'

side.

I support Dr. A. Guecioueur's recommendation concerning the storage
system because we have an average total food decificit of 35% . How-

ever it is not the ideal solution.

Finally T should like to mention the lack 6f inter penetration of
Arab agricultural markets. For instance Tunisia has a 36% surplus
in olive oil but this surplus is not exported to other Arab
countries. In 1980, for the first time,we saw Tunisian olive oil in

the Jordanian market.

Dr. A. Guecioueur: 1 agree with Dr. A. Dajani as long as there is

no political will nothing can be achieved . The best example one

could cite is the Arab Common Market (ACM).

I would like to thanks both Dr. R. Aliboni and Mr. Francis Ghils
for raising an important issue namely that in many Arab countries

agricultural output is not meant to satisfy somestic demand.
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INTRODUCTION

This fmaYm:( contains two parts: industrialisation in
individual Arab countries, and the problems and conditions of

Arab industrial integration.

In the first part we consider the political and economic
motivations behind the industrial drive in the Arab countries.
We thenm assess the results achieved so far in terms of job
creation and the secondary sector's contribution to the Gross
Domestic Product ( GDP ). Finally, we constider the consequences

of current tndividual or " go - alone " industrial policies.

In the second part of this paper we present, firstly, previous
attempts at Avab industrial integration, inecluding those at
sub-regional levels, that is to say the Maghreb and the Mashrek.
Finally, we propose a set of principles and conditions which

constitutes a pre-regquisite to any Arab industrial integration.
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Industrialisation in Individual Arab Countries.

In this first part we shall consider the motivations behind
industrialisation, evaluate the results achieved so far, and

present the consequences.

Motivations Behind Industrialisation

As a matter of fact, there are different motivations for
different countries, but one can distinguish between economic

and political motivations.

The industrial sector is perceived as the main source of
development because, in the past, 1ts growth has been larger
than that of any other sector. Agriculture has not been able
to cope with mounting unemployment as a result of population
explosion and economic inefficiency. The fact that agriculture
has been neglected is:forgotten. For the o0il countries there
is an extra motivation, Given the exhaustibility of oil and
the guasi-inexistence of any agricultural potential, the
exportation of goods and services appears to be the only
future source of foreign exchange earnings. Of course, only

industry can provide these goods and services.

¢

The political motivations are common tto all Third World
countries. It is aséumed that there is no political sovereignty
" without industrialisation. In our case, industrialisation has
become an important element of Arab nationalism because it is
thought that if a state is rapidly increasing its industrial
power to a level comparable to those prevailing in wesftern
countries, 1t can demand equal treatment, is better able fo
strike a fair economic bargain, and clalim a larger voice in
internaticnal counsils.(l) Unfortunately, the whole important
concept of a New International Order has been based on such a
philosophy. Furthermore, Arab countries saw industrialisation

(1) Keith McLachlan '"Development Strategy - The Need to
industrialise", Middle East Annual Review, World of
Information, London, 1980, p.44.
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as a choice between dilemmasand, more precisely, between the

following optilons:

-- Industrial versus agricultural development.

~-- Capital intensive versus labour intensive techniques.
-— Import substitution versus export oriented policies.
-- Large scale versus small scale plants.

They opted for a capital intensive, import substitution

industrial strategy which, by definition, leads to large scale

plants. This strategy was translated into investment policy, as

shown by the following table.

Table no. 1 Detaills of 9 Arab Countries'Development Plans.
Country Period Total Investment Expecteéd Annual
" Investment in Industry Growth Rates
Ind. Agr. GDP
Bgypt ~ 1978-82  $17.5bn. $4.430n.%  6.7% 3.3% 8%
Irag 4 1976-80 $33.8bn. n.a. 32.9% 7.1% 16.8%
Jordan 1981-85 $9.240bn. $1.993bn.a 17.0% 7.0% 10.4%
Oman 1976-80 $9.14bn. $0.114bn. to double n.a. 12.6%e
S. Arabia T76-80 $142.0bn. n.a. 14.0% 4.0% 10.2%
Syria 1976-80 $13.8bn. $4.57bn. 15.4% 8.0% 12.0%f
Tunisia 1977-81 $10.0bn. $2.26bn. c 4.4y n.a. 7.5%
YAR 1977-82 $3.6bn. $0.940bn. 11.0% 5.5% 8.2%
YPDR 1974-79 $0.215bn. $0.07bn. 32.8% 10.8% n.a.
a = Industry & mining
b = Industry, mining & energy
¢ = Industry, mining & power
d = National income '
e = GDP at market price
f = GDP in real terms
Source: Compiled from
Middle East Annual Review, op. cit., 1979, pp. 37-40
¥ Jordan Times, Amman, March 19-20, 1981, pp. 1-2
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According to this table, in almost every case industry took the
lion's share of total investment during the peridds considered.
Further development was based on industry, since the expécted
growth rate of the latter is well above those of agriculture and
Gross Domestic Product (GDP). In -Oman, for instance, the industrial
growth rate was expected to double within four years.

The objectives of this marked:- industrial drive are manifold:
structural change and diversification of producticn, diversification
and increased employment, accunmulative value added in order to
achieve rapidly a higher per capita income, improvement of the
balance of payments situation through import substitution, and,
finally, improvement of the factors of production through modern-

isation, skill and efficiency.

Results achieved.

By now mest of the above-mentioned development plans have been
(time-wise) completed; therefore, one could try to assess the
results achileved. This assessment could be made through the
contribution of industry to the economies of Arab countries, as

contained in the following table.

Téble no.2 : Contribution of Industfy to the Economies of 11 Arab

Countries.
Items Average Annual Contribution % of Labour Force
. Growth Rate (%) to GDP (%) employed in
Countries 1960-70 1977 Industry
Algeria 5.9 57 18
Egypt 5.2 30 26
Iraq 12.2 69 25
Jordan 9.9 23 39
Mauritania 2.1 37 5
Morocco 7.8 31 19
S. Arabia 13.9 83 14
Somalia 3.3 17 7
Syria 11.1 14 23
Tunisia 9.5 32 23
YAR 9.2 14 : 11

»

Source: World Development Indicators, The World Bank, June 1979.
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Although tables (1) and (2) do not cover the same countries, '
and the same lapse of time, one can draw some conclusions. It
appears that the contribution of the secondary sector to the GDP
is high in Algeria (57%), Iraq (69%), and Saudi Arabia (83%). The
reason 1s that the oil éctivity i1s counted as part of industry.
From this angle the three figures are misleading. If this fact is
considered one can safely conclude that, although since the 1960's
Arab countries opted for an industry-based strategy, by the end
of the 1970's the contribution of the industrial sector to the

GDP is still modest.

Industrial drive does not seem to have solved the unemployment
problem either, both in oii and non-0il countries. In Somalia no
more than 7% of the labour force was employed in industry in 1977.
The best case i1s Jordan where industry provided 39% of total job ;
opportunities.

However, in most of the Arab countries there is a discrepancy
between the secondary sector's share of total investment (Table
no.l ) and its contribution to GDP and employment opportunities.

On the other hand one has to febognize that, if in the early 1960's
only Egypt could boast of a relatively significant industrial
sector, in the early 1980's Algeria, Irag and Syria could be

placed in this category. This, by no way, means that they have
reached the long sought status of industrial powers or that the
ionguterm development of their respective industrial sectors is
assured. This statement applies to all Arab countries be they
industrially oriented or not; since none of them fills the set

of criteria posed by R.B. STRUCLIFFE(l) or the United Nations.

“According to the former at least 25% of the national product
should be derived from industrial output, 60% of which should be
ﬁroduced by factories ( excluding primary mineral production and
handicrafts ) with no less than 10% of manpower in the so-defined
industrial sector. The set of criteria used by the United Nations

is as artificial as the former and more complex. The U.N. uses

R.B. STRUCLIFFE ‘'Industry and Underdevelopment", published by
Addison-Welsey, London, 1971, pp. 17-18.
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complementary indicators such as energy consumption per capita,
steel output per capita, cotton consumption by industry per
capita, and transportation of goods per capita moved by railway.
According to these indicators, Arab countries with "strong"
industrial sectors ( Egypt, Algeria, Irag, Syria and even to a
lesser extent Tunisia and Morocco ) could, at best, be compared
to leading industrial countries at the beginning of the 19th§q
century. There is no doubt that the strong industrial emphasis
on iIndustry as an engine of development has produced few results
so far. ‘

However, what is interesting i1s to see how Arab countries
view their limited industrial achievement. They present external
and domestic causes. The roles of former colonial powers and MNC
are always brought in. This gives another dimension to the
'problem, namely that industrialisation within individual countries
cannot be separated from the wider issue of a New International
Order. One is worried to see the Third World countries focus too
much on this external cause, a behaviour which could become a
pretext for avoiding local problems. As a matter of fact, the
main internal cause 1s seen, by Arab countries, as the deficit
in technicians and manageré. This narrow evaluation prompted them
to remedy the problem through massive importations of foreign
skills, a phenomenon not without far-reaching economic and
political side-effects. This somewhat unrealistic assessment has
overshadowed more objective domestic causes such as factor

endowment, which are summarized in the following table.

see following page

(1) ef. Appendix No. 1, p. 4§.
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We shall consider successively the 8 factors.
Manpower
This covers both skilled and unskilled labour. There 1s a deficit
ol skilled labour in every Arab country, but some record a surplus
of unskilled manpower. This is the case ¢f the North African
countries. All in all one can say that Egypt, Algeria and Morocco
have potential manpower enough to opt for an industry-based
development. When it comes to the quality of manpower one hesitates
to include any of them.

Another variable which depends on labour, usually called residual
production factor, is productivity represented by R in the following
growth function, AY = T4 (K,L,R) and where K and L stand for

capital and labour respectively.

. The development of industry does not depend solely on the

gquantitative inputs K and I,. The productivity of X and particularly

L represents an important parameter. The contribution of residual
R could be negligible, and therefore the economic development
limited, as a result of factors such as: malinvestment, under-

utilisation of production capacity ( no more than 40% in some cases ),

large administration ( bureaucracy ), and inadequate education and
training systems which lead to unemployment and brain-drain. As a
matter of fact, " during the 1960's the increase in productivity

contributed only 0.5 to 2% to average annual per capita growth of

LAY

4 to 5% in non-oil Arab countries.
Steel

According to the U.N., steel output and per capita consumption
constitute an important 1Indicator of industrialisation. Oniy 5
countries - Rlgeria, Egypt, Morocco, Syria and Tunisia - could be
classified as having a relative steel industry. However, when it
comes to per capita output and consumption, even these 5 countries

lag far behind industrialised countries.

Capital

At regional level 1t is the second most readily available

factor, but for those countries which are short of it, it does

(1) Arab Industrialisation and Economic Integration, edited by
R. Aliboni, Croom Helm, London, 1979.
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constitute a serious hindrance. The reason is that, as 1t can be
seen later, most ¢of the industrial supplies are imported. This,
unfortunately applies to Egypt, Morocco, Tunisia and Syria which
enjoy industrial potentials.

Market

As an important element of development, market was not consid-
ered when industrial strategies were drawn up. The utmost objective
was to industrialise, i.e. to set up industrial plants. According
to the Secretary General of OPEC, in a situation of world glut the
subject for negotiations will not be whether to industrialise or
not, but it will centre on the proper division of markets.(l)
Some suggested that crude oil sales could be linked to industrial
goods sales. This solution is workable provided that there 1is a
structural or an artificial crude oil shortage. It becomes null
and void when oil runs out. As a matter of fact, the export of
industrial goods Iis seen as a replacement to the crude oil expofts.

By world standards, only Egypt, with its U40m. inhabitants has a
market large enough to permit the establishment of an industriél
sector by absorbing industrial goods. However, by regional
standards, Algeria, Morocco, Sudan and possibly Irag, could be
classified as having populations large encugh to constitute an
adegquate market for domestic industrial output.... in the medium
term only. However, if one focuses on effective rather than

potential demand, different conclusions could be drawn.

Water
It is the second scarcest factor in the Arab World and, further-
2
more, is unevenly distributed. Sudan with its 281lbn. m” enjoys

(2)

more than 49% of total water resources. By regional standards,

Egypt, Algeria, Irag and Morocco are well endowed. These countries

(1) Middle East Annual Review, op. cit. p.78.
(2) cf. Appendix no. 2 , p. 46.
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along with Sudan, account for 81.35% of total Arab water resources.

This limited water supply 1s divided between industry, agri-
culture and daily use and, hence, has created several bottlenecks.
In the industrial sector the water variable was igncred in more
than one instance, and in some cases industrial plants were shut
down. In Libya, Saudi Arabia, the U.A.E., Jordan, Lebanon and
Kuwait, water resources have already been totally committed. Most
of the other countries are on the verge of doing sc. Only Sudan has

large and uncommitted water resources.

Energy
This is the most readily available factor since all Arab countries,

except Jordan, Lebanon, Somalia, Mauritania and the two Yemens, have
either crude oil and natural gas or, in some cases, both. For some(l)
Arab countries'missed" the industrial revolution because, amongst
other factors, they did not have coal which represented the main
soufce of energy in the early 19th. century. The current cheap

and more importantly available source of energy does constitute an
important asset which can, a priori, boost industrial development
in the Arab World. Unfortunately in some cases 1t has been at the
origin of waste as a result of project duplication particularly in

the Gulf countries.

Technology
Not a single Arab country has, nor is 1t able to develop 1in the

forseeable future , 1omestic industrial technolegical capacities. OF
course, not a single country in the world can produce all its stock
of technology. One has to distinguish between technological inter-
dependence, in the case of industrialised countries, and pure and
simple dependence, in the case of the Third World which covers

the Arab region. Hence the imports of industrial goods have been

increasing both at local and industrial levels.

(1) La Communauté Européene et le Monde Arabe., Eurcpe Information

Development, Commission of the E.E.C., 149/78, p. 5.
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Infrastructure

The term covers transportation, telecommunications and
communications, ports and airports. Another reason why Arab
countries ( or what is the Arab World now ) did not materialise
at the same time as western countries was the absence of an
adequate transportation system ( especially railways ) coupled
with limited demand and the scattering of markets.(l)

In the early 1980's only Bahrain, Kuwait, the U.A.E. and
Lebanon could be classified as having an adequate infrastructure.
Unfortunately, these countries are the least endowed to create a
leading iﬁdustrial sector. However, a tremendous effort is being

(2)

made in the field by every Arab country, ' but a regional apprach
seems to evolve. In the Maghreb one ought to mention the
Transmaghrebin which links Tunis with Rabat via Algiers. In the
Mashrek the Hijazi railway project is underway. It will link
Syria, Jordan and Saudi Arabia. One must mention that the project
is not being affected by the Jordanian-Syrian political relations
which are currently at their lowest ebb.

It appears clearly that purely on the ground of endowment
factors, not a singlie Arab cduntry could legitimately and logically
claim to set up, on its own, an industry-based development.
Individual Arab countries sacrificed agriculture in order to
create leading industrial sectors. Over and above the already-

mentioned objective domestic causes, their limited success is

"also partly due to the absence of competition, wage rates, harsh

environment conditions and the policies of the non-~Arab countries.

Industrial output is not competitive at local, regional and
world levels. In Saudi Arabia a petrochemical project cost 30%
more than in the industrialised countries. According to the Saudi
Minister for Industry, the reasons are the shortage of manpower,
the narrowness of the markets, the limited experience in the
field of industry and inflation pressures. High wage rates
contribute to pushing production costs even further. The only

(1) La Communauté Européene et le Monde Arabe, op. cit., Ibid.

{

(2) For major projects in individual Arab countries (°roads, rail-’
ways, ports, airports, telecommunications, electric power, oil
refineries, desalinatdion plants, gas processing plants, chemical
projects, fertilisers , metal projects) cf. Appendix No. 3, p 28.
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off'setting factor is cheap energy and the questicn 1s how much
and for how long?

The high labour turnover or '"nomadism of manpower”; tends to
decrease quality and increase costs. Environment represents
another limitation on domestic effort to industrialise. In the
Gﬁlf countries as well as in the south of the North African
countries, an air-conditioning system is required 1n most plants.
Industrial efforts are hindered because, in most cases,

e.g. in Gulf countries, there is no tariff toc protect the "infant
industry”. On the other hand, industrialised countries are

protecting their own markets through guotas and tariffs,

Individual Arab countries are leflt with three optlons. The
first is to go on joint ventures with Multinational Companies (MNC)
which would shoulder the responsability of [inding markets or
closing some of thelr own plants. One of the drawbacks of such
an option is that 1t will impese limitations on technical choices
by the country concerned. The second option is to search and
develop markets in developing ccuntries such as India and African
countries. Finally, the last and best opticn is tc have a regional
approach, that is at the level of the Arab World. This is the
only viable approach and before presenting it we shall consider

some of the conseguences of current industrial policiles.

Consequences of Current Industrial Policies

Pirstly, the industry-based development plans could not have
been carried out without heavy imports of industrial goods, as

shown in the following tablie.

see following page
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Table no. 4 Imports of Industrial Goods 1972-77
(% of total value )
Industrial Supplies Equipment.
-Country Primary Processed Capital Parts
Goods Goods Equipment
1972 1977 1972 1977 1972 1977 1972 1977

Algeria 2.4 2.2 33.3 29.1 24.6 29.5 3.6 3.4
Bahrain 0.6 0.7 17.8 29.5 9.4 18.0- 4,1 2.4
Egypt . 0.6 0.7 17.8 29.5 9.4 18.0 y, 1 2.4
Iraq 7.9 5.4 35.8 31.1 10.5  17.7 1.9 2.6
Jordan® 2.1 1.5 38.7 36.1 19.8 17.2 1.5 1.4
Kuwait 3.7 2.2 22.6 26.1 §.2 11.8 0.9 1.7
Lebanon 1.0 0.8 23.0 21.8 11.8 17.1 1.8 1.0
Lybia 1.6 1.9 26.8 28.9 13.7 16.6 4.8 4.1
S. Arabia 1.8 1.4 20.7. 29.8 16.8 23.1 2.6 3.4
Somaliaa 3.8 10.7 28.5 25.1 l12.2 10.7 1.1 4.8
Sudana 0.3 -O,H 36.0 37.4. 10.4- 14,7 1.4 0.9
Syria 2.5 1.9 36.4 29.0 14.0 22.4 0.9 2.9
Tunisia 5.2 .8 27.3 30.6 17.2 20.7 2.7 2.5
Source: Yearbook of International Statistics, United Nations,

1978.

F
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We distingulsh between primary and processed gocds, capital
equipment and industrial parts. '

In a2ll 13 countries except Egypt, Libya and Sudan, and
especially Somalia { from 3.8% to 10.7% ), there 1s a slight
decrease in the Imports of primary industrial goodé. The value of
imported processed goods increased in Bahrain, Egypt, Kuwait, Libya,
Saudi Arabia, Sudan and Tunisia.

The wvalue of capital equipment as a percentage of total imports
increased in all countries but Jordan, { for which the second
figure is fér 1975 ) and Somalia. _

The evolution has been mixed concerning industrial parts with
the largest increase recorded by Saudi Arabla: from 1.1% in 1977
to 4.8% in 1977.

This is the evolution percentage-wise but In absolute terms
imports have increased in every single Arab cocuntry. This situaticn
has worsened individual Arab countries' dependence on technology
exporting countries such as the U.S.A., Canada, Japan andima]or
western european countries..Unfortunately this handful of countries
constitutes the main source of foodstuffs for individual Arab
countries. This heavy reliance on foreign markets is not without

political implications.

At country level, industrial drive has led to inequal developmen%
within individual countries. This unbalanced development is &lso
notlceable at regional level because "industrialisation”, that is
the importation of industrial gecods and stocks of technology,
has been pronounced in countries which can afford 1t; that is,
the o0il countries. The bestexample is that, for the same period
of time, $142bn. were being spent in Ssudi Arablia whose population
is around 8 millions, and cnly $17.5bn. in Egypt which has around
40 million inhabitants. This behaviour will lead %o unequal growth
between the various countries of the reglon and it willl make it
more difficult for them to integrate at a later stage.

At the beginning of the 1980's two factors seem to dampen the
"industry phobia" of Arab countries, namely the side effects of

industrialisation itself and the Iranian ewperience,



_83_

Concerning the first point, the case of Algeria, which has
to be labelled as the "Japan of the Arab World" and the

"Brazil of the Mediterranean", 1is typical. Révolution
Africaine(l) recently wrote that: " the most elementary norms
of social 1life have been upset. . Supply and distribution

are disorganized, health structures cannot cope, transportation,

schooling, housing, etc...... .are interconnected puzzles

- which those responsible have to solve. All this has resulted

from industrial policy, job creation and also miscalculationsﬁ
As a result of these difficulties the Algerian Authorities

took one year to reflect ( called une annee de pause ) in order
to evaluate their policy. Hence the current plan has been
delayed for one year and focuses on 1light rather than heavy
industry, with more attention belng given tc the basié needs

of the population.'Due to its deep industrial drive these
problems could be more marked in Algeria than in other Arab
countries. However, the difference is a matter of intensity

not direction.

The second factor is that the Iranian experience 1is in the
mind of every Arab policy maker. For most observers, industri-
alisation led to urbanisation which created a large proletariat
which led to economic and social as well as political problems
which were difficult to control and which combined to overthrow
the Shah. If these " chain reactions " reproduce themselves
in a country where the work force is mainly of foreign origins
and where the local population is a minority, the results will
be worse. This explanation of the Iranian experience is partly
true. |

The other more objective side of the explanation is that
"the industrial base in Iran was shattered by shortages of

physical and human resources created as the economy switched

(1) Revelution Africaine, c¢f. article " Un toit et quatre

murs", 13/19 February 1981, pp. 14-15. Revolution Africalne

is the official mouthpiece of the FLN. (Front de la

Liberation Nationale )
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from being one dedicated to_production, to one maniacally
concerned with consumption....the Iranian experience suggests
clearly that few regional states can afford to overstretch
thelr limited absorptive capacity for very long without
inducing economic paralysis.” (1)
In recent years Arab countries have come to realize that,
for all the above-mentioned reasons, it is not within their
capabilities to develop successfully a leading industrial
sector solely within their own borders. Hence the '"go-alone"
approach has been slowly replaced by a regional one. They
concluded that, "greater and more effective co-ordination,..
and, preferably, integratioén..... are a conditidn of a fully-

(2)

fledged successful industrialisation.”

We propose to present the terms and conditions, as well as
-problems of such an integration in the following part of this

article.

(1) Keith McLachlan, op. cit., pp. U46-UT,
(2) Roberto Aliboni, op. cit., p.62.
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I1 Problems and Conditions of Arab Industrial Integration

Since its inception ( March 22, 1945 ), the League of Arab
States' aim has been Arab economic unify. One has to assess

what has been achileved so far in the industrial sector.

I - Previous Efforts at Global Arab Industrialisation

In 1964 the Council of Arab Economic Unity was established
with the task of laying down the foundaticns of an Arab
Economic Unity similar to that of the Luropean Community as
contained in the Treaty of Rome,.

1964 also saw the creation of an Arab Common Market (A.C.M.)
whose members are Jordan, Lgypt,(whose membership was frozen
as a result of the Camp David Accord )Syria, Sudan, the Yemen
Arab Republic and Mauritania. Kuwait is a member of the Arab
Economic Unity Council (A.E.U.C.) but it is not a member of
the A.C.M., whose agreement was signed but never ratified by
Morocco.

The Industrial Development Centre [or Arab States (I.D.C.A.S.)
was established in 1965 in Baghdad. Its purpose is to help
implement Arab joint industrial ventures. In 1966 the A.C.M.
organized in Kuwailt a conference on Pan-Arab Industrial Growth.
As a result of the concept -of a New International Order (N.I.O.))
that is from 1974/75 onwards, several seminars, conferences, etc.
were held. They recognized that " obstacles and difficulties
have to be overcome to bring'about rapid Arab industrial
integration which is essential to the future success of
economic development in the Arab WOPld."(l)

It appears clearly that these attempts were prior to the
so-called energy crisis. One can distinguish two experiences,
in the Maghreb and in the Mashreq.

In 1964 the Comite Permanent Consultatif Maghrébin (CcpCM)

(1) R. Aliboni, op. cit., p. 68.
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was created. One of its agencies 1s the Centre d'Etudes

Industrielles Maghreéebin (Maghreb Centre for Industrial Studies).

Its objective is to undertake studies, at project, sector,

and sub-regional levels on industrial develcpment. The CPCM
cooperates with the Economic Commission for Africa (E.C.A.),
the ONUDI and the PNUD. There was also another body called

the Commission‘Maghrébine pour 1l'Industrie ( Maghreb Commission
for Industry ). Maghreb cooperation in the industrial field

had a good start, but unfortunately it is being frozen as a
result of the Western Sahara issue.

On the other hand the Mashreq and, more precisely, the Gulf
countries, started organizing itself at the sub-regional
level from 1975/6 onwards. With its headquarters in Doha, the
Gulf Crganisation for Industiral Consultancy (GOIC) was
established in February 1976. By the early 1980's it has
~created a computerized industrial data bank with a Socio-
Economic Data Bank (SEDB), a Gulf Industries Data Bank (GIDB)
and a Technclogical Data Bank (TDB).

The GOIC has exbeeded its consultancy function and has
already set up a 40,000 tonne per year aluminium rolling mili.
Projects underway include a sheet-glass plant in Irag, a
petroleum coke plant in Abu Dhabl, and a study on standards

and measures in the Arab World.

1981 saw the creation of the Cooperation Council for the
Arab States of the Gulf known as the Gulf Cooperation Council
(GCC). 1Its objective is to draw up "regulations covering the
economy, finance, education, culture, social affairs, health,
communications, information, passports and nationality, travel,
transport, trade, customs, haulage, and legal and legislative
affairs." 1)

The GCC has a supreme Council ( Heads of State ), a body

for resolving current and potential disputes, a Ministerial

(1) 'The Middle East, published by Magazines Ltd., London,
no. 78, April 1981, p. 10.
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Council ( Forelgn Affairs Ministers ), and a Supreme
Secretariat whose budget 1s equally sharéd by the member
countries. '

One of the positive aspects of the GCC is that the
decisions, when eﬁdorsed by the Minisfterial Council, become
binding.

Some suggested that the exclusion { non-participation ) of
the two Yemens and Irag will tend to 1imit the developmental
scope of the GCC because current member countries dco not
enjoy any comparative advantage.

Another criticism raised 1is that the operation has been
carried out outside the framework of the Arab Leafue. As it
has been shown in the first part of this study, truly regiocnal
attempts have more chance of success. In the followling part
we shall present the conditions and principles of such an

integration,

- Conditions and Principles of Global Arab Industrial

Integration.

Arab countries can opt for either of the two following
possibilities. '

Firstly, a global industrial appirocach which aims at
cooperation not integration. Such an approach is limited
in scope and does not make full use of exlsting regional
potentials.

Secondly, a global industrial apprcach whose final purpose
is a comprehensive Arab integration which goes beyond the
industrial sector. We shall focus our opinion on the latter
option.

Any such Integration requires three sine qua ncn conditiocns.
Individual Arab ccuntries must integrate, first their own
economies; a balanced socclal and economic development must
be sought.

Ssecond, integration féquires the availablility of data
concerning individual economies. Therefore the establishment of
an all<Arab data bank 18 a must before any serious attempt

can be made. The GOIC has acquired valuable experience in the
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field. As a matter of fact the Arab Economic Unity Councll(Amman) '
and the Arab League Documentatlion Centre (Tunis) have already
got in touch with the GOIC in order to establish similar data
banks. Another cption couid be to expand the scope of the
Industrial Data Bank of the GOIC in order to 1Include all Arab
countries. |

The third prerequisite condition is that Arab countries
should refrain from "nationalist" country level industrial
strategies. Against this background the Arab World has two
potential assets. Socme suggest that an established industrial
sector constitutes a pre-condition for any industrial
integra%ion; others maintain that its existence represents a
hindrance. This difference of opinion could have far-reaching
effects on industrialised countries ( such as the E.E.C.
members ), but it is a non- issue in the Arab World where no
single Arab country enjoys an industrial sector comparable to

that of a "developed" country.

In every Arab country the public sector, 1.e. the government,
constitutes the driving force behind ¢conomic and social
development. The structural similarity makes 1t, at first sight,
easier to coordinate individual policies previded that there
is identity in long term industrial philosophies. These phil-
osophies must see industrial integration as part of a wider
strategy almed at comprehensive economic and social development.
Such an objective cannot be attained without structural changes

in the fields of agriculture, technology, finance and even culture.

Industrialisation itself must not be perceived as a set of
dilemmas between light/heavy industry, import susbitution/
export oriented pcolicies, labour/capital intensive techniques,
and small/large plants. In our opinion the recommended option‘
is a balanced, local as well as reglonal development. Suech a
strategy must be based on the follewing five priniciples.

-~ Coordinaticn cof investment policies.

--- Priority must be given to Joint industrial projects

-- Equitable distributlon of costs as well as advantages

as a result of this inftegraticn
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-- bExistence of regional institutlons able to undertake,
promote and supervise industrial restructuring and integration.

~- Adequate timing of the projects

We propose to elaborate on these [lve basic principles.

1. Coordination of Arab Investment Policies.

First a common regicnal investment policy must be devised.
This policy Implies common investment choices both at inter-
sectoral and intra-sectoral levels. The first must not only
be 1limited to light/heavy industry. Intermediate industry,

such as cement and fertilisers, must not be neglected.

At the second level several gains can be attalined. Saving
of capital and hard currencies which represents an important
parameter in any long term policy, efficlent use of labour.
Both savings will increase the competitiveness of industrial

goods by decreasing their production costs.

The harmonization of investment policies inevitably leads
to the harmonization of choices of technigues. This could
promote " technological exchanges" within the Arab World
and the Third World countries. This harmonization process
would be incomplete without harmonizing individual development
plans. This implies that planning, as loose as 1t might be,
must be introduced in countries where 1t does nct yet exist.

It is clear that there can be no integration without some
constraints imposed upon some countries.

A common investment policy alsc leads to regional
specialization. Given present levels of industrial develcpment,
speclalization does not mean the writing off of -some plants.

On the other hand 1t is known that In some Arab countries
some plants are running at low capacity, therefore any
specialization on existing industries means a better use of
current capacities. Its biggest advantage is that it avoids
duplication and wastage. The new industries have to fit in

to the broad specialization agreed upon by Arab countries,
anc which could be strengthened through the creation of joint

vertures.
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2 - Joint Industrial Projects.

The setting up of joint industrial plants must be prompted
by the narrowness of individual markets. Up to now the tendency’
has been to establish competitive rather than complementary
industries, a policy that obstructs further the already limited
inter-Arab trade. The objective 1s the creation of a self-
centred regional market based on a division of labour not
imposed by outside. For this purpocse joint projects must have
an integrative effect. Steel, energy, car and mechanical
construction are best suited for this function. The list is
not limitative and due consideration must be given to intermediate
industries. The Arab World must have a dynamic and a futuristic
approach. It is not enough to set up only the industries which
are lacking now. A long term perceptlion is necessary. The Arab
World should dare to engage in new industries ( micro-processors,
biotechnology, etc..) where there is no clear cut leadership
at world level. Only under this condition can the Arab World

break the vicious cirecle of dependence,

The advantages derived from industrial concentration depend
on the type of industriles. They are know as the scale-up
factors represgnted by the following [{ormula:

no=ci\¥
Io Co where

Ii and To represent respectively the cost of installing the
production capacities Ci and Co.

¥is called the scale-up factor and it is always less than one.

It is inversely proportional to the size of the industrial plants.
The lower 4isthe lower the unit production cost. In the car ‘
industry we have the following relation

Table no. 5 : Relation between annual cutput and unit production
cost 1In The car industry

Annual output of cars unit production cost index
300,000 100
100,000 120
50,000 . 148
25,000 188
12,500 280

Source: A. Brahimi,upimensions et Perspectives du Monde Arabe
Economica, Paris, 1977. '

—— e ~ PR
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If we assume that the unit production cost index 1s 100 when
300,000 cars are produced yearly, this index increases to 280
when only 12,500 cars are prcduced every year. This means that
industrial concentration increases the value addéd_of every unit

of investment; this, in turn, tends to Increase economic growth.

Suppose,
r = production/capital ratio = VA
= coefficient of capital I
c = 1 = 1
r V A

I represents the annual investment required to produce V A
(value added) in the same year.

In the absence of any regional integration, a higher I is
required to produce the same V A; therefore the capital coefficient

(¢ =1I) will be higher. This situation tends to affect
V A :
economic growth.

Suppose that G stands for economic growth,

G = S (1 -M) where

C

(@]
I

capital coefficient

rate of saving

coefficient of import

Therefore i S and M are constant, any increase in ¢ will

decrease the ecconomic growth represented by G.

It is obvious that in some industries the economy of scale
is beneficial. However, the benefits so derived, as well as the
costs, must be equally distributed between the countries of the

whole region.

3. Distribution of Costs and Advantages.

This is one of the most important issues which, if properly
conslidered could cement further the integration. If not it will
divide further already divided countries.

Several types of costs éan be incurred as a result of an

industrial integration. The first is the lost oppértunities, by
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Jobs and lost earnings.

The free circulation of goods between the member countries
means less tax for some governments because some goods are less
taxed and others are not taxed at all. As a result of these
losses, local governments are inclined to impose heavier taxes
dh their cifizens and their domestic activities,

Unfortunately these losses are felt in the short term and
benefits require longer time horizens to materialize. For these
reasons the advantages must not only be equally distributed, but
the well-of'f countries must be prepared to make concesslons to
the poor countries. This situation has been properly understood
by the E.E.C. countries which instituted a compensatory system.
This is an importanf'issue because small countries have felt
sacrificed in regional institutions such as the Arab League.

The latter 1s currently reviewing 1its status, and one hopes
that such a grievance will be taken into consideraticn.

In the Arab World a supple and simple system must be devised,
and here again the best remedy remains prevention. Member
countries must be prevented from backing out of the integration

by means of advantage-distrlbuting instruments.

The first problem which arises 1s on which basis should
the advantages be distributed? In this context the Arab World
has to study carefully the set of criteria used by regional
grouplngs such as the Comecon, the E.E.C., the Latin American
and African countries, without forgetting its own specific
conditions, means and objectives.

Usually the main criteria used are the national income, the
distribution of industrial activities as a result of the
integration itself, the lost fiscal'revenues, the inter-regional
trade, and the level of econcomic development in the member
countries. The set to be used must not be rigid and should be
able to take inte censlderation sudden and temporary changes.

In our case clauses such as " the most lavoured Arab countries”
should be thought of.
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The advantages can be distributed through regional financial
institutions, trade preferences, and, more importantly, through
an equitable distribution of industrial activities. This 1is very
important with regard to the present concentration of the

production of industrial goods in a handful of countries. As a

matter of fact, 70% of industry 1is located in Egypt, Lebanon,

Morocco and Algeria whose combined pobulations are just over
50% of the total Arab population. The distribution of costs
and advantages implies the setting up of adequate regional

institutions.

4. Adequate Regional Institutions.

Regional institutions represent not only the channels through
which the benefits of integration are distributed but also the
decision-making and taking bodies. Therefore a fair represent-
ation of small countries is of paramount importance. These
institutions must be falrly geographically distributed. This will

increase the sense of commitment on the part of the host countries.

Had the Arab League completed the current review of its status
as well as of its affiliates, one could have elaborated more.
However, whatever the findings of the study are, the Arab World
should make use of 1ts existing regicnal institutions in the
industrial field - as well as in other fields, - and establish
permanenticoordination and consultation between them. Duplication

has to be aveoided by all means.

5. Timing of the Projects

Before launching any project, put forward either by an
individual country or by a common institution, the local and
regional conditions must be well studied. An ill-timed project
has less chance of success. This is not specific to the Arab World.
As a matter of fact, Professor Raymond BARRE ( French Prime
Minister ) attributes current E.E.C. difficulties to outside

(1)

interferences and powers.

(1) ef. Jordan Television, Channel Six, News in French, March
18, 1981, 7.00p.m. :
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CONCLUSIONS

During the last two decades or so, individual Arab countriles
based their economic and social development on their industrial
sector at the expense of thelr primary sector. This, in itself,

constitutes a strategic mistake.

For objective domestic reasons, that is to say factor
endowments such as manpower, steel, market, water, energy,
technology and existing infrastructure, and because of external
causes such as the protectionist trade policles pursued by the
industrialised countries, individual Arab countries cannot
logically and legitimately hope tco achieve an industry-based

development on thelr own.

Several optlons remain open to them, the best being that of a
global Arab integration, which goes beyond the industrial sector
and embraces agriculture, finance, technology and planning.

In order to achieve such a comprehensive integration, several
principles and conditions must be respected and fulfllled. Beyond
the pelliticael will, one ought to mention the coordination of
investment policies with priority given to joint ventures, an
eguitable distribution of costs and benefits, the existence of
adequate reglonal institutions, and the proper timing of each

operation.
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APPENDIX No. 1 - Energy Consumption and Gross Manufacturing
per capita in 16 Arab Countries.

Items Energy consumption Gross manufacturing output

Countries . per capita* 1976 per capita¥*¥ 1976
Somalia : 47 n.a.
Mauritania , 102 n.a.
Sudan . 143 n.a.
Egypt 437 n.a.
YPDR 324 n.a.
YAR 41 n.a.
Morocco - 273 n.a.
Jordan 527 n.a.
Tunisia . 456 n.a.
Syria ThY 157
Algeria 729 100
Lebanon \ 533 n.a.
Iraq 727 n.a.
S. Arabia 1901 n.a.
Libya 1589 n.a.
Kuwait 9198 142
\
W. Germany _ 59272 : 2430
Canada ‘ ‘ 9950 2366
U.S.A. 11557 n.a.
Average Ind. Countries 7079 n.a.

* Kilograms of coal eguivalent
¥%¥ In 1970 US dollars

Source: World Development Indicators, The World Bank, June 1979.

2
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APPENDIX No. 2 - Water Rescurces for 16 Arab Countries

Country pasin 3 riyer 3 . tgtal 3 degree
milliard m milliard m milliard m™ committed
Moérocco ; .31 - 31 3
Algeria 45 - 45 3
Tunisia 7 - 7 3
Libya 21 ~ 21 by
Egypt 8 +65 73 3
Sudan 274 +7 281 1
S. Arabia ) 25 - 25 . 4
N. Yemen 7 - 7 2 _
S. Yemen 6 - 6 ' 3
Oman 6 - 6 2
UAE~ 2 - 2 Yy
Jordan 3 - 3 "l
Lebanon 2 - 2 Yy
Syria 9 +8 17 2
Iraq 15 +22 37 2
Kuwait ' 1 - 1 b

Total | 462 102 574

Degrees committed: Y very largely; 3 = largely; 2 = partially;

consliderable spare.

Source: MIDDLE EAST ANNUAL REVIEW 1979, World of Information,
Essex, U.K. , p 101.



APPENDIX No. 3 - Some Major Infrastructural Projects in some Arab Countries.

¥ * %
Country Roads Railway Ports Airports Telecommunications Electric Desalination 0il Fert~ Metals Total

Power Plants llisers
Algeria 1 3 3 1 4 Y it 10 5 5 40
Bahrain 3 - 2 2 -1 3 2 1 -~ 3 17
Egypt 2 2 5 2 3 6 2 6 7 5 40
Iraq 5 6 Iy 3 2 7 1 11 5 5 hg
Jordan 5 2 1 1 3 3 - 1 3 - 19
Kuwait 3 1 2 1 b 3 p 3 - 27
Libya 11 3 7 6 5 3 22 2 8 3 70 3
Morocco 1 1 3 2 1 3 - 1 3 1 16
Oman 5 - 1 1 1 3 2 - 1 16
S. Arabia 9 2 8 11 7 6 19 13 g 3 814
Sudan 7 2 2 3 3 4 1 - 2 2 26
Syria 5 2 3 - 5 2 - 3 2 1 23
Tunisia 1 3 3 - - 3 - 3 2 17
UAE 3 1 g- 5 6 5 16 11 2 Yy 61
YAR 2 - 2 i 3 2 - - - - 13
YPDR 1 - - 1 - 1 - - - - 3
‘Total 64 28 51 43 48 58 77 63 51 35 521
¥ = 0il refineries and gas processing' plants ¥¥ = Fertilisers and chemical\projects

Source: compiled from the MIDDLE EAST ANNUAL REVIEW, op. cit., 1980, pp. 67-98.
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THE PROBLEMS OF INDUSTRIAL DEVELOPMENT
AND
ARAB ECONOMIC INTEGRATION

I would like to make some remarks on the issue of industrial

integration in the Arab Countries.

First of all, what is meant by industrial integration ?

There are 3 possible definitions:

1. The more traditional definition according to which industrial
integration could be an increase in the relative share of
industrial trade as compared with the share of other sectors.
In other words the rate of industrial growth could be much

more rapid than that of other sectors.

2. The increase in the relative specialisation of the countries
concerned.
To a certain extent the first and second may overlap but
if you consider that the rate of growth of the relative
share remains constant as time passes then what may change is
the relative specialisation. You can d‘e.qdo\a a nechoe
following a customs union or an other f—ofm ffintegration.
You can stop producing cars but you can produce more efficiently

other manufactured goods, for instance , ships
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In fact this is an important meaning of industrial integration.

A third proposition is that industrial integration is a

way of developing the industrial sector in a country where
this sector is underdeveloped or undeveloped. In other words
this amounts to the increase in the relative share of the

output in the GDP.

The first and second propositions are relevant as far as
industrial integration is concerned among the industrialised
or semi-industrialised countries. The third proposition is
relevant to the countries which are trying to develop their

industrial sectors, that is the developing countries.

At the beginning of the 1950's when the Europeans began the
experience of integration witﬁﬂ'ﬁkeﬁurbgean community it

was thought that the relevant meaning of an economic integ-
ration was the increasing of trade and the relevant increase
in the flow of trade. However, at a later stage it has become
evident that the third proposition I mentioned is more

relevant to the Third World countries.

In other words, it is important to use integration as

a tool to create an industrial sector. This is the issue

we have to tackle . As far as I know the Arab countries have
entered into many forms, sometimes-elaborate, of integration.
It would be sufficient to refer to the Arab Common Market and
to the C.A.E.U.. If we look at these treaties they are very
elaborate and, on some occasions, they have been implemented
as-far as the dismantling of commercial trade duties are
concerned. But as far as I know there is a sense of deception

towards this Arab Common Market and the C.A.E.U. and the
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integration in the Arab countries in general terms. I think
it will be important, independent of whether we are talking
of agricultural of industrial integration in general, it is
important to say a couple of words about the factors to
which this deception can be ascribed. In general we can
identify three sets of factors which are very relevant to

any flow of integration.

Firstly, we must consider the disparity in levels of economic
development . The existence of this disparity is a very
relevant factor, a very relevant obstacle to integration .
Actually a group of countries with a very different set of
indicators are very different in the degree to which they

are trying to integrate themselves. The first factor is the
factor of polarisation. By polarisation T mean that the economic
activity and particularly the industrial activity will develop
unevenly in the area concerned. I am mentioning this factor
because Italy has gone through exactly the same experience,
twice. First on the occasion of our independence when the
northern developed part was merged with the southern
undeveloped part of the country, and recently on the occasion
of Italy's joining the E.E.C. which has created, and still

is creating problems for Italy. This is very important and
this is an obstacle not only from the general point of view,
not because polarisation will become an economic issue, but
because polafisation will create effects within the integrated
area and for a long period. The governments which have the
responsibility for the welfare of their people do not easily
accept polarisation. This will create a tremendous obstacle
to integration. As a consequence of polarisation, because of the
disparity in the level of development the " infant industry"

argument will be recalled and an inappropriate distribution of
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costs and benefits will take place. This has heen less

. evident in the E.E.C. But I think it has a very important
effect and it was very evident in the case of the integration
éxperience of the East African countries. In this case
polarisation occurred as well as an unequal distribution

of costs and benefits and has disrupted that experience

of integration,

A second factor to consider is the structure of the Arab
economies which are very uneveén. We can identify very roughly
four groupings. Firstly, the group of countries which are at

the early stage of development such as Sudan.

Secondly, we have countries with a certain degree of
industrialisation, but still relying on primary products,

such as Morocco, Egypt.

Thirdly, the petroleum exportinglcountries relying on a
specific primary product ,and fourthly the countries with
relatively diversified economies such as Lebanon and
Tunisia. If we look at these groupings we discover that
there are some cases of competitiveness. As for complemen-
tarity the groups of countries with diversified economies
is complementary to all the other groups. As for competi-
tiveness the group of countries with a diversified economy
may competé with those which are deveioping industrial
sectors and, in this case, it will be difficult to reach
an agreement on integration because normally the sectors
involved are very competitive. A case of competitiveness
which is less clear but very important is the case of the
petroleum exporting countries which are trying to develop

the o0il chain, refining, fertilisers, chemicals, and so on.

All this capacity which is being installed in these countries

will become competitivé. This is proved by the fact that
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problems are arising with Eurcpe regarding exports as a
consequence of this capacity.

A third factor is diversity in economic policies

Here again we have a very umneven picture with countries
running very liberal monetary and foreign exchange policies
and other countries having very heavy number of restrictions
and restrictive attitudes. Jordan, for instance, is

relatively liberal.

The presence of large public sectors in many Arab countries
may be another obstacle in this framework. So I think that,
as a conclusion to this first examination. of the existing
level of economic development, I should agree that this

i1s not very appropriate to start an economic integration
process because what is at sta e in an integration process
is the fact that you are not yet able to decide about what
is to be produced and what it is to be produced for. A
country like Algeria is a country where the ruling class

is exactly deciding what is to be produced and what it is
produced for or what are the ends of the production. But I
think that Algeria is case in point to state that integration

will become more and more difficults

The decision to become integrated with another group of
countries is a decision necessarily linked to the fact

that you must leave some decisions to .the market. You

cannot agree with the decisions of the market but in an .
integration process undertaken in a freee environment

you must leave some.decisions to the market.

The problem is; « coran an industrial integration be
useful from the point of view of developmené? Because
what is undefb1““a your question is that what we are
producing and why we are producing it constitute the heart

of the problems of economic and social development.
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My question is, can an industrial integration process
constitute a strategy of economic development. We can
give either a positive or a negative answer becagse it
depends on the general conditions of the integration
itself. In the Arab cquntri%s I think that the enlargement
of the market is not indifferent vis-a-vis the problems of

development, :

There are some complementari factors which can work only

in an enlarged market. Let us take the case of oil which
constitutes an important complementary -factor. But for

the time being it works only in the sense of an international
integration. Saudi Arabia is internationally integrated.

Can Saudi Arabia become a factor of Arab regional integration.
I think so, provided that an agreement is made, whereby

01l is processed into fertilizers for Sudan, into Semi-
finished fertilizers for Syria or Egypt. This is the sense

of indystrial integration in the Arab World -, and in this
sense it is true that the Arab World has some factors which
are missing in the European integration process. I would

say that some natural endowment factors of integration

are present in the case of the Arab World.

There is a set of roughly complementary factors like
manpower, oil and agriculture and these may be crucial.
These factors, if properly utilised, are crucial for
industrial integration in particular, and for the economic

and social integration of the Arab countries in general.

Dr- R A\\C\=>qu1
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Dr. A. Al-Maliki

I should like to congratulate the organizer of the Symposium for
linking the problem of industrial development in individual Arab
Céuntries to the issue of industrial integration at the Arab World
level. In recent years so many light and heavy industries were
establised in almost every AC of especially the oil exporting ones
therefore the success of any industrial policy in a given AC seems
to be based on the failure of the neighbouring countries. Therefore
in order to avoid furthér duplication a coordination is a must.

This coordination has to be seen as the first step towards Arab
industrial integration. At this higher stage political play an
important role because contrary to other regions of the world, in
the Arab World(AW) economic decisions are based on political decisions.
I must add that political differences between AC are not as deep as
those of the European countries. Despite this, the success of all
Arab bilateral and multilateral attempts to integrate, has been
limited please note, | did not say they failed because some Arab
companies in the industrial sector as well as in other sectors,

have been created but unfortunately they have not been mentioned by

neither of the speakers,

Dr. A. Guecioueur

{ agree with you many multilateral companies have been set up. |
did not want to cite them because another speaker, Dr. F. Kaddouri
General Secretary of the Arab Economic¢ Unity Council, will be doing
it when he presents his paper. Up to now the effort of the AEUC has

led to thé creation of the following companies:

- Arab Mining Company located in Amman Jordan and with KD, 6 120/-
Millions. Fifteen Arab Countries are members, since its creation
in 1974,

- Arab Company for Natural Resources, created by 12 Arab Countries

in 1974, with headquarters in Damascus. Its capital amounts to
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KD. 60 Millions. .

- Arab Company for Pharmaceutical Products and Medical Require-
ments located in Amman and has a capital of KD. 60 Millions
divided between its (15) members It was created in 1976.

- Arab Company for Industrial lnvestments. It is located in
Baghdad (Iraq), has 7 members and a capita! of lragi Dinars
150, Millions.lt was established in 1976.

On top of these Companies | should add that the AEUC ﬁreated several

Arab Unions which | shall briefly mention:

- The Iron and Steel Arab Union.

- Arab Union of Textile Industries

- Arab Union of Chemical Fertilizers Producers.

-~ Arab Union of Engineering Industries.

= Arab Union of Fish Industries,

- Arab Ports.Union.

- Arab Union of Food Industries.

- Arab Union of Cement and Construction materials.

- Arab Union of.Paper'Industrigs.

= Arab Union of Sugar‘!ndustries.

- Arab Union of Road Transport.

- and finally Arab Railways Union.

In my mind the sectors involved and the geographical distribution
of these companies and Unions Constitute a serious starting point

or foundation for future Arab integration

Dr. Siva Ram Vehuri

The problem of deQe]opment and integration is a structural problem.
In terms of disparities in the structural sense , every country of
the AW as well as all Countries of the world aré at a specific

level of development in the time process of development. My question
which is directed to Prof. Roberto Aliboni is the following. |[|f any
integration is possible either industrial level or at the global
level then the mix of industrialization or the mix of integration

will face a normative or a normalization problem in terms of saying
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whether all the AC should agree towards a normalization not only
in the political field but also in terms economic, social and time
process of development, | see strong linkage effects between the
AC. These linkage effects are not just constrained to the spacial
dimension but they are also constrained to the time dimension of
growth and development. | ask you whether structural differences
in terms of both space and time would hinder the integratioﬁ

process of the Arab World 7

Prof- Robertc Aliboni.

We cannot consider the issues of economic integration in the AW if

we avoid to consider to dynamic aspects of integration and this is
the point you are making.

In the first part of my paper | considered the static aspects of an
integration process and | try to show the obstades in terms of .. |
polarization,income disparities etc.... of course what.is important
in an integration process is fo forsee and to accept the Synamic
aspects which will come 6ut of this integration process. The process
of integration, especially when there is uneven industrial "non-
development'!" or underdevelopment, means pushing outward the production
possibilites frontier, This is an important element in the process
of integration from the industrial point of view in the AW. Pushing

the production possibiiities were outwards does not mean we avoid

‘obstades such as polarization effect and political disortion: of the

process itself or that we can do without harmonization policies. |

can even add that if at the beginning of an integration process the
parties are convinced of the long term gains in dynamic terms, this
acceptance is crucial to the launching and success of the process itself.
This consideration,.this perspective has been very important in the

case of the E.E.C..Consequently France was able to gain in agricultural
terms while the Federal Republic of Germany gained in industrial terms.
This is very simple but also sensible kind of bases for starting an:
integration proéess. 1 do not know if this kind of dealing will be
possible amongst the Arab countries. When | mentioned the complementary
issue between AC,| was trying to set first basis for this type of analysis.

In my mind what is important is that the countries concerned are
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convinced of long term specific gains, and this is the dynamic
aspect of integration. This could happen through the enlargement
of the market which will make it possible for the economies concerned
to use more efficiently their resources.

I am convinced that, in general terms, this is feasible in the AW
and particularly as far as the industrial sector is concerned. The
most important obstacle to industrial integration is the risk of
polarization. In political termes it means that a persistent
polarization will disrupt any agreement between the A.C. this

risk can be avoided or at least minimized by taking the following

three precautionary steps,

FIRST:

One can identify those areas of economic activity which are likely

to be most promising in terms of the ultimate goal of .integration.

The agreement and the capacity to identify those areas constitute

a major step forward. The enlargement of the market will allow

Arab Countries to move from traditional industries to non-traditional
industries, from textiles to chemicals.

At first it was not very clear in the ease of the E.E.C. which

focused on technologies and inovation to find out that the

industrial degree or the industrialization of the European Countries
was already achieved. We were wrong. In the case of the A.W. the
enlargement of the market constitutes a cruecial factor in the industrial
integration proccess. | would like to say that an analysis of the
trade figures shows that A.C. made a progress as far as the relative
share of industrial sector is concerned. In other words the A.W.

is more industrially integrated than 10 years ago. However in
absolute terms this share is still negligible since the bulk of
industrial requirements is still imported.

Traditional industries may combine to be large but this is meaningless
in terms of industrial development and integration. What is meaningful
is the process of shifting from traditional tonon-traditional industries

and this could be achieved only through integration.
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SECOND:

Traditional industrial activities should not be hindered as a result
of industrial integration which, we said, means modernization. In
order to avoid the disappearance of those activities as in the case

of the EEC appropriate policies must be devised and implemented.

THIRD:

The structure and capacity of the existing industrial sector should
be used as a foundation of industrial development and integration.
One of the feature of .this sector is that itris, Currently, 1a?gely‘
under-utilized. The enlargement of the market will allow Cfubd

utilization of existing capacity.

Prof. A. Harik.

The first topic dealt with the agricultural sector and the second

one deals with the industrial sector. | think now we reached the point
where we can consider the problem of economic development in an integrated
way., The two sectors can be linked through the agri-business activities.
In most Arab Countries agricultural activities are non-mechanized,
non-institutionalized, non-service oriented and to a large extent self-
financing. In other words the fellah(Arab Farmer) is basically an
independant operating unit with no interaction with the rest of the
economy including the Industrial sector.

In both papers Dr. A. Guecioueur suggests to emphasize agriculture

and de-emphasize industry. | think it is not poésible unless you

stress a certain type of industry directed towards the services of

~agriculture or the productivity of the agricultural sector in an

integrated way. -Only under this condition can we solve the problems

of deficiency of the primary sector,
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Dr. Ghanem Al-Khaldi.

In my paper on the agricultural sector ! called for an agricultural
specialization in terms of c¢rops and between the AC. At regional level
we can link Agricultural and industry as follows:

Sudan has land and water but lacks capital, - skilled and unskilled
manpower. Some 0il Countries have the necessary funds but lack water
and cultivable land. Finally a third group of countries such as Egypt,
Morocco and even Algeria have manpower. Therefore | can only but agree
with Prof. A. Harik when he suggests to link the primary and Secondary
sectors. Forinstance the industrial sector can produce natural
fertilizers{in Jordan and Morocco), chemical fertilizers (in 0il Countries)
and equipment(Algeria, Syria and Egypt) for the agricultural sectors of
sudan, Jordan, Tunisia, Morocco etc.... This linkage will allow both

a horizontal and a vertical expansion of the primary sector.

Prof. Umar Kazi.

| would like to comment on the enlargement of the market suggested by
Prof. R. Aliboni. He is reasoning within the Clasical School which
assumes that supply creates its own demand. This is not valid even
in developed countries where supply did not create it own demand, and
}l do not see how it could be applied to developing countries. |f you
remove the supply constraint , produce more goods and services but a
few people are becoming rich and of there is no equity in?istribution
it follows that the demand is constrained and the size of the market
remains limited. |In this scenario growth is disproportional and therefore
the next supply will not come., Unless you establish certain links
between supply and demand you cannot create growth or development.

On the other hand economists have already established an inverse
relationship between growth and equity: the higher the growth, the
lower the equity and vice-versa. One has to establish a certain
proportion in equity, and here comes the participation of people in
growth. They are participating in the sense that their income is
rising, their demand for goods  is rising there_fore growth is taking
place at the same time. This is a very difficult issue to tackle
unless you establish proportinality between the agricultural and
industrial sectors. | would like also to comment on the jssue of

capital mobility you raised. Your analysis is superstructural, it does
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not deal with the inside structure of the production mechanism.

For instance capital can move like electricity but it may decrease

in size. It may not reproduce or reproduce encugh to have more
investment. In my mind capital must grow not only to reproduce

itself but also in order to guaranty the prefitability of investment.
This mobility is a necessary condition but not a sufficient one.
Participation might not be taking place that is the interaction

between technology (imported) and people. This means that development

is not endogenous but exogenous and if this the case we have iintegration
problems. How could we integrate two extroverted industrial sectors?
Finally | would tike to comment on the issue that agriculture must be

a leading sector. |t is an important point with some relevance to the
integration of the industrial sector. |f you can extract enough surplus
to be invested in the secondary sector you could have a propotional
development. |f on the other hand you give prioﬂry to the industrial
sector in which capital does not regenerate itself you ultimately

end up with econmic, social and political problems.

In my mind the size of the market, equity and growth are inter-related
crucial factors which condition economic integrétion. The fundamental
question is not how we should produce but we are producing for what ,

and unless we answer this question we will get nowhere.

DR. A. Guecioueur

| do agree with both comments when it comes to linking agriculture

to industry. This is the basis: of the concept of balanced development
which }<a¢vocated in both papers. | can even add it increases the equity
menticned by Prof, U, Kazi. The question is whether such a policy has
been applied by the so-called relatively more industrial Arab Countries
such as Irag and Algeria. | will take the example of Algeria which

I know best. In Algeria industrialization has meant the creation of small
industrial spots, areas or zones, This is the result of the concept of
“Industries industrialisantes" put forward by Prof. G. De Bernis,.

one of the architect of the first and second Algerian four-year plans.
These spots are Arzew, Annaba and Skikda all situated on the cost.
According to G. De bernis these zones will constitute the engine of
industrialization of Algeria since small complementary industries will

be aggregated to them. Ten years have elapsed not such a processus
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occured. These zones remain ''foreign enclaves' dependant on outside

both in terms of inputs and outputs.there is no 'passerllies ' or bridges
between the primary and secondary s@ctors. |In my mind the large effort
we have to make in order to decrease the Arab World's food dependency,
requires a back-up from the industrial sector. Theée links between

the two sectors have to be made not only at country level but also at the
Arab world level. These links could materialize through agribusiness

but here again one has to be careful. The experience of lran is very
telling since the agri-business applied occured at the expense of a

large part of the population. It was not followed‘by equity therefore

it led to the well publicized sccial, pelitical and economic upleavals.

Prof. A. Badran.

Dr. A. Guecioueur is right concerning the danger of an exogenous
industrial development. The solution is to endogenously integrate
a ' technological agriculture' to industry, this means opting for a

vertical development of the primary sector. It is what Jordan is trying

- to achieve in the Jordan Valley with the use of drip irrigation

and other sophisticated equipments which, in the future, should be

provided by Arab industry.

Dr. Adib Haddad.

| would-like to go back to Prof. R. Aliboni who suggested that the phblic
sector is an obstacle to Arab economic integration. | would like him.

to elaborate on this issue,

Prof. A, Harik.

| have not intention of stealing the show but, with the permission

of Prof., R, Aliboni | would like to answer Dr. A. Haddad who seems to
assume that the only Arab economic development is taking place both

at country and regienal levels is through.government activity. This is
not true. The bulk of the effort has come from the private sector which
has been able to do it in an integrated way. If you cross borders

within the econnrnz%tructure, you wiltl find out that every successful
jeint venture opera%ion is basically a private initiative. Most of the

economic activity that "as taken pl; - in the Arab East during the last
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ten years is not the result of government'programme but it is the
result of small businessman. Let us notovar-emphasize government
poclicies and the poiitical issue. The common song has been politically
speaking , we are different therefore we will not develop. This is
not true we are developing in spite of the political problems we are
facing. Such a behaviour has led us to explain the jissue rather than
confront it. Inconsciously we use the political stick against
ourselves by saying politically speaking we cannot do it and that is

why it is not being done.

Dr. Bichara Khadher,

| would Tike to present some issues and | am not expecting automatic
answers | just hope that one the symposium ends some of us will try -

to tackle them., These issues are:

- What are the social forces that have interest in accelerating
industrialization in the A.W.?

- What are the industrialization priorities and what are the
technological choices available for each industry?

- What are our present and future markets of our outputs, in terms
of absorption capacity and expected competition?

One can be more precise and, for instance, take the example of

petrochemical industries. In this case we should study the following

issues, |

- What is the nature of the deciding authority that took ‘the decision to
develop this industry?

- What are the main contributing companies to the expansion of the
sub-sector? Government companies? Domestic companies? Mixed
companies? Or foreign companies?

- What type of technology is being used? Capital intensivé or
labour-intensive?

- .What are the consuming markets and their characteristics?

In my mind we should tackle all these issues, and many more, in the

frame—work of the international division of labour.
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- Finally we should try to see if the industrial sector is trying

to satisfy the needs of the agricultival sector.

Prof. Roberto Aliboni.

| do not have the'pretention to answer all the [ssues that have been
raised by previous speakers. 1 will do my best to answer only some

of them.

| start with the issue of what we are producing and what we are

producing for. | agree with the proposition itself but | am afraid

this is not very appropriate to start an integration process with.

The reason is that in any integration process we are not in a position

to decide in advance what we are producing and what we are producing for.
A country like Alegeria is a country where the policy-makers are deciding
what to produce and what are the ends of production. | think integration
is more difficult in this case. The decision to be integrated to another
group of country is necessarily linked with the fact that you must leave
some?ecisions to the market, although if you do not agree totally with

a martket mechanism . Another issue raised is whether integration
constitutesa strategy of economic and social development. We cannot
always give a positive or a negative answer since all depends on the
general conditions of the countries concerned and of the integration
process itself. In the case of the Arab countries the enlargement of the
market, which results from integration, is not indifferent vis-3-vis

the problems of economic and social development. There are some
complementary factor which can work only in a larger market.

Let us take the case of oil which is an important complementary factor
which, for the timé being work only in the sense of an international
integration., For-instance Saudi Arabia is internationally integrated.

Can Saudi Arabia become a factor of Arab integration? | do think she

can provided an agreement is made whereby oil is processed into
fertilizers for Sudan and into semi-finished products for the textile
industry in Egypt and Syria. This is the sense of industrial integration
in the Arab World. And in this sense the Arab Countries have some factors
which are missing in the European integration process. The Arab World
enjoys some natural complementary in terms of factors of production which
have been highlighted by Dr. A. Guecioueur's paper. These factors are
manpower, labour, water, finance and markets. These factors are very

crucial for the industrial and global intregration of the Arab World.
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Introduction

The establishment of financial sturctures institutions through
which actual regional financial transactions are conducted provides
the catalyst for the development of regional financial markets, Consequently
it is our opinion that development of national financial institutions
in the countries of the Arab East is an essntial prerequisite to the
creation of regional financial institutions which may some day, through
successful operations over time, lead to regional financial integration,
This process can be defined as the evolution of financial institutions
whose competence transcends national boundaries and whose services inciude
a search for cooperative solutions to certain common financial problems
which face countries of the Arab East. Such institutions would eventually
provide increased opportunities for the sharing of research and technical
advances and enhance planning for the optimum use of existing national
and regional capital resources'and the development of others,

Regional financial integration is therefore viewed not as an end in itself,
but as a means of achieving a more satisfactory level and rate of
development within member states and on a regional basis through

increasing cooperation,

As noted above, the necessary first step to regional integration
begins with deve]opmént of financial institutions at the national level,
These institutions would function in environments conducwe to the
application of their intermediary ro]é whether within the country of

operation or across the national borders of the Arab East.
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The problem considered by this study is how existing Arab
financial institutions can be encouraged to expand their national
financial intermediary role to a role at the regional level,

It will be useful to ascertain what the experience of Arab financial
institutions has been in this regard, and also to consider what is
and should be the role of Arab governments in support of a regional

financial market in the Arab East.

| A, The Institutional Framework

From the outset it should be understood that financial
markets spring from practfca1 aspects and developments of the
financial environment rather than from the abstract designs
and programs of governments or international orgahizations,

More specifically for the Arab East’ financial integration in our

view, requires first and foremost|, the association of existing financial
markets at whatever level of development they may be? to serve the
purposes of improved financial services irrespective of political
contradictions that may exist in the region., Promoting financial
integration therefore means finding formulas thét are practical

and acceptable to the participants in financial markets. In simple
economic terms, it is the suppliers and users of capital funds that

will have to assess the practicability of the financial services

provided by emerging regional financial markets,
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for only by providing efficient and competitive financial services can
the present financial centers in the Arab East evolve into a regional

financial environment,

What are the features of a regional financial market? ]_ In our view, «

¢Yegional financial market for the Arab East transcends political
boundaries ' physical locations and legal Timitations, THis market allows
unofficial participation and association in its functioning indiviudal

and institutional economic units. Such behavior is motivated by the
financial efficiency of services rendered and the economic advantages of
the financial instruments offered compared to others available in competing
financial centers, Consequently, it is not necessary to integrate the
organized markets of the Arab East legally or formally to enhance

regional financial integration for strengthening the legal and formal

ties between the various financial centers does not necessarily improve

the quality of the fineacial services in these centers, The experience

of formalized cooperative efforts on the part of the Arab League indicates
that such. official attempts whether in the economic, po]ftica] or military
sectors were not as encouraging as had been hoped, wheréas informal association
between nationals of various Arab countries in all sectors have
met with considerable success. This has been especially true in the
economic realm as evidenced by the strong ties that have emerged between

business communities of the various Arab countries.
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_ These links have enabled a miraculous economic growth in the Gulf region
during the last ten years, and encouraged substantial successes in Jordan,
Iraq and Syria as well as the continued existence of Lebanon as one of

the major financial centers in the Arab East.

In this “functional" appreath to the promotion of regional
integration it is felt that the strength and capabilities of the Arab
businessman and 1nvesforlprovide the impetus to development. Thus”
focusing financial services on a regional level to respond to the
financial requirements of this dynamic indivudual generates a need for

and the development of regional financial markets,

To date, the services of the various financial centers in the Arab
East have Timited their scope to answering 10¢a] demands for funds
and financial services, 2 This has been the experience of the financial
markets of Jordan, Saudi Arabia and Kuwait. On the other hand” financial
centers such as Lebanon's and Bahrain's have acted as a conduit of
funds for the international financial markets more than servicing

either regional or local financial needs,

The Tocal activity of financial institutions and individuals allows
for a limited efficient use of the investment capital available. From |
an intermediation: standpoint, 1imﬁted participation in capital accumulation
and limited availability of financial instruments for investment purposes
result in reduced efficiency of capital available in the market, which

reduces capital mobility and flexibility. On the other hand , the mainly
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the mainly international role of lLebanese financial institutions and those
of Bahrain drains the local and regional environment of the investment

capital necessary for funding the expanding economic base of the region,
B, Recent Developments

Developments in the financial markets of the Arab East during the
last ten years indicate a strong trend towards the creation of new financial
services and programs directed at meeting the economic demands of the
region.. But in general, these services were to a large extent created
by the public sector with minimal coordination with privately.owned
financial institutions. In this regards, funds, banks and development
organizations were organized and capitalized by various countries in the
region with 1ittle if any participation by the private sector in the

organizations or administrations of these newly created units.

This trend towards the setting up of new funding organizations became
much more pronounced after the oil price increase of 19731_wh1ch, as we all

know, resulted in the accumulation of financial resources on a Yee mendous

scale(by previous Arab standards) by the Arab petroleum exporting countries.

Their good fortune seemed to bring about a change in thinking regarding
the priorities of regional cooperation and a moral commitment to the
reduction of disparities between the éountries of the region,

The establishment of development finance institutions, the formation of
supporting institutions and legislation aimed at promoting the investment
of Arab capital within the region soon followed¥ and the systmatic

identification and preparation of regional projects as well as the providing
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of technical assistance for identifying investment opportunities at
the national level began. Today it can justly be.said that cooperation
in the field of finance is a méjor area of regional interest and concern
that has translated itself into the establishment of several types of
institutions. For convenience sake , these can be placed under three
‘main headings -~ multi-national, national and private financial
institutions. 3
1. Multi-national Institutibnsf
The institutions created by the Arab League and the Council of
Arab Economic Unity to operate on a regional basis, such as the Arab
Fund for Economic and Social Development and the Organization of Arab
Petroleum Exporting Countries " Special Account to Ease the Financial
Burdens of the Arab Petroleum Importing Countries" are important examples
of multi-national institutions which make available development aid in
impressive amounts, The Arab Fund encourages private investments as well
as emphasizing the development of joint ventures, The Arab Authority
for Agricultural Investment and Development was a result of the Arab Fund's
equity financing and ité first project, the BasichProgram for Agricultural
Development in the Sudan is under the financial supervision of the Fund,
OAPEC's "Special Account" was begun as emergency aid to the poorest
countries of the region and offered interest«free loans with a 20-year
maturity and 10-year grace period, The OPEC "Special Fund" established

in 1976 functions in a similar manner but on a larger scale,
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Another important institution is the Arab Monetary Eund created in
1977 whose goals are expanding intra-regional trade and furthering
the economic development of member countries, The Islamic Development
Bank (1974) should also be mentioned as it provides a host of services
such as equity financing, lending to private and public sector development
projects and providing technical assistance and feasibility studies to

all Islamic countries,

Multi-national investment companies 4 such as the Arab Investment
Company , the Arab Bank for Investment and Foreign Trade and the Arab
Petroleum Investment Company, were established to promote the
investment of Arab Capital in the economic development of countries in
thekegion by carrying out projects in the agricultural’ industrial, commere ial
and services sectors., Other institutions of multi-national ownership
are the Bahrain-Kuwaiti Bank? the Omani-Bahraini Bank and the Arab Company
for Investment and Growth, These institutions provide services similar to

those of the other multinational investment companies mentioned above,

2. National Financial Instituions:

The Kuwait Fund for Arab Economic Development established in 1961,
is the oldest institution in the Arab East providing development finance,
It was followed in the seventies by a rash of similar initiatives by other
petroleum exporting countries who set up the Abu Dhabi Fund for Arab

Economic Development ,
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The Iraqi fund for External Development and the Saudi Fund for Development.
The goals of these organizations are , as their names imply, to
promote development and economic cooperation through the extenstion

of long and medium-term loans.

An innovative instrument for facilitating intra- regional
capital flows is the Inter-Arab Investment Guarantee Corporation.
It was established in 1975 as an off-shoot of the Kuwait Fund to fill
the need felt by petroleum exporting countries for protection against
a variety of non—commercial risks in capital deficit countries of the

region,

3. Private Institutions;

The initiatives emanating from the private sector of the
countries of the region are numerous and vary in size and
sfgnificance. One characteristic common to all of them is that
they emerge from the bottom.of the economic superstructure of the
cbuntries in the region 1n#ontrast to the other'institutions'referred
to above which were organized at the top of the political structure
of the countries concerned . The leading role in this area was
played by the various local and regional commercial banks which are

either Arab-owned or have a majority or minority Arab ownership’
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These financial institutions had to respond to the increased demand
for financial services which resulted from the economic expansion
wiTnessed by the region. While we can ascertain that their
commercial banking operations and services did rise to the challenge
of the occasion, it is not certain whether they also were able to
promote and / or encourage a regional role for these financial

services .

Only a few institutions operate actively on a regional
basis in the Arab Fast, and only one of them® the Arab Bank? with
headquarters in Jordan , has truly taken oﬁ a leadership role
in providing regional financial services. The role of the Arab
Bank at present is evidenced by the asset portfolio management
of the Bank on a regional basis rather on the classic national basis
common to all other Arab Financial institutions, This was made
possible by the strong competitive position of the "off-shore unit"
of the Arab Bénk in Bahrain.in terms of sizef maturity and
nationality of the deposits it is able to attract? This coupled
Qith the expertise of the management of the Bahrain unit enabled
the Arab Bank to assume a regional assets management policy that is
balanced by a portfolio mix of its Tiabilities, Simply stated, the

bank attempts to lend funds on a regional basis in the currencies

of the countries of the region in a manner that balances the deposits

in currencies of the region channelled to its "off.shore Unit"

in Bahrain,
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Another financial institution that has played

and continues to play a leading role in regional financial development
is the Arab Company for Trading Securities {ACTS). ACTS is
a Kuwait-based privately-owned finance house that provides the type
of financial services needed by all financial centers of the
Arab East region. ACTS is basically a market-making financial
institution with a present capacity for spot transaction;%and
Tranch Accounts., This institution also provideslbrokerage and
investment services to many private customers and institutions
within énd outside of Kuwait.

| ACTS' experience as the only market4naking‘institution
in the Arab East region should be studied in depth.6 From such
a study a clearer picture of the problems facing the regional
financial operations of the many institutions that have emerged
during the last decade will be forthcoming, But for purposes
of our discussion, one such experience is revealing, In an
attempt to provide greater depth for and breadth in the financial
services offered, ACTS management in consultation with officals
of the Jbrdan Financial Market (JFM) arranged to provide over<the.
counter listing and trading services for interested securities that
are presently Tisted on the JFM, This kind of an association with JFM
securities was found to bé workable within Jordanian and Kuwaiti law”

and within the rules and requlations of JFM and ACTS;

¥ T %D bends and KD Cﬂgﬂ—w"wt:td r(; D(’»f'asik‘i
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While all arrangements in principle were finalized, to date not one
transaction has taken place. A review of this experience with ACTS
management reveals that many practical factors worked against the start
of such an association between ACTS and JFM of which Tist a few of

the more important oness

1. Investors in JFM-]jsted,stocks are hesitant to trade
through ACTS because of limitations and delays on the
transfer of stock certificates in Jordanian companies,

2. The number of interested investors in Jordan-based
companies is very smal? and very little information is
available to the public about these companies that
would generate broader public interest outside Jordan,

3. There exists a substantial communication problem
between Jordan and Kuwait, While ACTS is capable of
quoting Up-to-the-minute-prices for securities traded
in Hong Kong, Tokyo and New York, etc.l'it has to wait
one or two days at the least for information on stock

transactions from the JFM.

Reflecting on the above factors which Timit more efficient
intermediation of financial services in the private sector’ one finds
similar cases that can be cited for the Beirut Stock Market, the
Kuwait Stock Exchange and the over-the «ounter securities market

that has developed in Bahrain in the last three years,
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0f major consequence in such a state of affairs, and especially in

markets for Tong-term funds/ is the limited fTexibi1ity available

to Arab investors in raising investment capital on a regional basis,
While the international borrower (Swedish utility company, Brazilian
industrial enterprise? finish transport firm, etc.) can arrange for
the floating of KD Bonds in the Kuwait Capital Market and assure the
marketability of these bonds by the market-making activity of ACTSY

Arab enterprises in Jordan, Lebanon or Saudi Arabia find it difficult

/

if not impossibie to have their debt or eguity securities ]1steqj

traded or demanded in financial markets other than those of Ytheir region,
Moreover, non-Kuwaiti ¢0mpanies can be listed on the Kuwait Exchange’,
While non-Kuwaiti nationals cannot trade in Kuwaiti securities) This
kind of limitation, common to other fiﬁancia] institutions of the region,

is clear evidence of the Tevel of disintermediation that exists in the

operations of the local financial institutions,

C. The Role of Arab Governments

Although many more examples of private sector regional
financial operations have evolved and are evolving™ all of them
seem to suffer from the same ills -~ limited financial services’
inflexibility, concentration on the management of short-term funds and

securities ,

— g
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and continued hesitancy to shoulder the risk inherent in

funding capital needs on a regional basis which are long-term in

nature. On the other hand’ despite these problems, one would expect

that the many institutions and programs mentioned above wbuld
have somewhat eased the difficulties faced by the Arab
businessman and investor?, This does not seem to have happened
however, One interesting feature of the funding of medium and
large Arab enterprises operating in the Arab East is‘that their
main source source of long-term capital is that which is |
internally generatedf with 1ittle reliance on broad public
participation in any equity or debt funding when the need arises,
Moreover 7 the debt financing of these enterprises is mainly '
secured through local financial institutions by short-term credit

arrangements which are always most expensive and least flexible,

If we are to assess the chances of economic growth within
such a financial sturcture we are bound to observe that the

growth potentia]ﬁ while present and strong” is considerably more

~expensive and risky when cmpared to the economic growth potential

in more financially mature economic environments, Also” such
growth will proceed only with continued strong infusions of new
capital by government agencies and organizations” While this new

capital does generate considerable investment activity on its own,
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the lack of adequate regional intermediation machanisms prohibits the
multiple recycling of such capital infusion in refinancing

non-government supported and/or government instituted projects,

Presently: the financial cycle in the Arab East is largely
limited to government capital expenditures generating financial
liquidity {n the local financial institutions, This liquidity
is expended on land speculation and consumption” two attributes
that are major indicators of inflationary pressures, The balance
of the remaining 1iquidity is either provided to Tocal business
enterprises on short-term line of credit arrangements or is channeled

into the international financial markets of Europe and the United

States for investment purposes .

Consequently fhe capital 1nfusions through governmental
expenditures pass through the economic cycle only once rather
than the four or five times experienced by financially developed
economies, This is the result of the absence of organized
intermediary mechanisms for the individual and business savings
that constitute the excess liquidity in the economies of the region.
Unless such intermediation functions are created there is little
hope for the stimulation of Tocally or regionally financed economic
programs that are not supported by government expenditures, Thus’
the regional nature of many economic programs will suffer greatly if
they do not find the needed regional financing to support them.

And unless securities and instruments of a regional standing and
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acceptability are provided, such regional economic programs and
projects will have to depend mainly on government support’ a prospect
that ushets in the many political stumbling blocks so common to this

region,

Despite all the efforts of the various regional institutions
and organizations and the blessings and support of many well.meaning
government officials, the flow of investment funds towards regional
investment opportunities has been very small compared to the funds
invested outside the region, by both government and privately
accumulated funds. Moreover compared to the financial needs of the
region what has maferia?ized can only be considered as minimal,
Several factors have inhibited regional financial growth besides shaky
political relationships between the countries of the region.
Among these factors are the lack of adequate information on investment
opportunities, inadequately studied or badly conceived business
,ventures, lack of proper communication between financial
institutions of the region? restrictions on capital transfers and
cambersome procedures and regulations regarding financial
transactions,7 But most important of all these factors is the
absence of financial instruments that can attract the abundant

Tiquidity in the various financial institutions of the region.
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D. Conclusions

Based on the above discussion éf regional financial
integration in the Arab East, it can be seen that this process
has made substantial strides. One shou]d bear in mind that
integration is a gradual and time-consuming process. Thus if the
financial operatfons of institutions in the region are not at the
level of sophistication of those in Europe and the United States”
this deoes not imply that the quest for regional integration has
failed] but rather that the'1eve1 of efficiency of financial

operations on the regioha] level still needs improvement,

In summary? we conclude the following points of strength
and weakness in this region's quest for financial integration-
that is, the search for a functional market capable of providing”
the financial services necessary for funding the investment
requirements of the region, In our view the points of strength
are:
1. There are numerous public and private financial
institutions in the region with adequate capitalizatioﬁ as
well as capacity for raising new capital when the need

arises,
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In four countries of the region {Jordan ! Lebanon,
Kuwait ﬁ‘and-Bahrain) there are organized and

active financial services,

In each country of the region the central bank
authorities are cognmizant of the need for flexible
policy in dealing with regional considerations of

local financial policy.

In each of the four financial centers of the region

a tradition of skill and accomplishment in the area of
financial intermediation has been established. Beirut
and Kuwait are centers of international finance with tRe.

exypertise that necessarily goes with such a standing,

The aggregate size of the economies of the region

is large by all international standards, and the size

of many individual business units and investment
requirements are substantially sufficient for proper
economyof-scale operations for low cost financial
intermediation, In other words:/ the magnitude of

the demand for investment services and vehicles is

large and frequent, justifying the creation of specialized
financial intermediaries on a regional 1eve1f while this

may not be case on an individual country level,



-]36_

Many multi-national and regional enterprises
havé established regional offices in the

financial centers of the region in order to benefit
from a closer financial relationship with the

financial institutions of the region,

One aspect of considerable advantage to the regional
integration drive is that common culture and

norms of the region provide an imbortant catalyst
for easier formulation of common goals and
objectives for the newly created financial

services and instruments,

The existence of different currencies in the region

has not hindered the mobility of capital due to
flexible exchange rate policy on the parts of
individual central banks, Most of these cqrrencies
are strong and are Eeadi]y convertible to other

currencies on the open market,

In considering the points of weakness’, we will focus

our attention on the practical aspecté of financial integration

and the role of intermediation in such a process. The main

points that emerge are as follows.
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. Very few investment instruments directed to the general

public are avilable in the region. Where public

issues of securities are available they are usually restricted
to nationals of the country of issue, or are small

in denomination and aggregate size rendering scale

economies of mass marketing on a regional basis impractical.
The linkages between organized institutions of the
established financial centers are norexistent, For example?
the equity securifies traded in Beirut or Kuwait do

not have access to the Jordanj Bahrain or any other

equity markets of the region, Also on the debt side”
syndication of loans in Beirut and Bahrain for medium of
long-term needs are basically a local operation although

many of the same financial institutions are operating in

both locations

A major point of weakness is the lack of proper
communication (fast? efficient” reliable) between the
financial centers of the region, It is easier to
communicate with London®, New York and Tokyo from any of
these financial centers” than it is to communicate with

each other .,
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4. The legal aspect of financial transactions is still not
well understood by the officials and administrators of
countries of the region.. Proper financial intermediation
stipulates the need for secure financial services .« There
is great doubt in the minds of issuers of financial
instruments and investors in these financial assets as to
whether the transfer of title'” ownership rights
inheritance rights, texability and mobi]ity} all in
a regional context, maintain the original legal contractual

arrangements of the securities in question,

5. Arab financial executives regard financial assets of the
region with a considerable degree of caution, Very little
venture capital is allocated to the regional market,
Consequently” the risky nature of this market is considered
to be much higher than that which is acceptable to many of

the individual financial institutions.

E. Recommendations
We should not expect blueprint solutions to the issues raised
in this paper. As mentioned earlier) the process of financial
integration is a result of the functional behavior of the
intermediary role of the many financial institutions on a regional
}eve]. Therefore ™ if any recommendation is to be worthy of
consideration it should first and foremost attempt to expand and

strengthen this role as well as to provide for the practical

aspects of adequate and efficient .financial services which can be made
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available by financial institutions of the region,

In this regard, we would Tike to present two
recommendations that in our view will. contribute to the
integration of the financial center§ of the region, The first
is the creafidn of marketmaking financial institution for fegiona]
risk-taking similar to the marketmaking function of ACTS in the
Kuwait market, The role of this regional marketmaker Qi11 be
to assume primary risk-taking on the marké%iﬁgql‘securities
issued for the financing of regional economic programsf or
securities issued by business enterprises that are operating
on a regional basis, These securities should be made available
to public and private'funds) development banks and
organizations on a subscription basisf The syndication by the
regional marketmakér should also provide for immediate liquidity
of all porfolio securities marketed by this organization thus
111umiﬁating the liquidity nature of the securities being

subscribed,

The second recommendation is really possible only if

the goals and objectives of the first one are acceptable to the

financial institutions of the region} The organization of

a regional marketmaker requires substantial commitments of
capital and expertise + The capitalization of a regional
marketmaker can be made possible. through the association of the

many funds and development banks as well as Arab commercial banks

on the local or regional leve]
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This capitalization should not be too difficult to accomplish,
However; the expertise needed to operate such an enterprise will be more
difficult to mobilize givén the s vere shortage of trained and

experienced manpower in the area of financial services of the region,

If such a regional marketmaking orgnaization can be operated
in the Arab East” financial intermediation by the numerous” well-
established financial institutions of the region will change from the
traditional Tiquidity oriented investment and asset management framework
to a financial services orientation where financial asset creation and
syndication will be encouraged as is the case with the Arab Bank in
Bahrain, The ability of these financial institutions to
secure a marketmakjng environment for the portfolio of tﬁeir financial
assets will release substantial funds to the regional équity market
which presently is either held in liquid form or is placed on

international financial markets.

In conclusion, much remains to be done before a workable
regional marketmaking framework can téke place, More specifically”
the guestion of how issuers of securities on the local Tevel can
benefit from regional marketing and distribution by the marketmaker
must be answered. Another area of concern is the ability of the
marketmaker to enter the local financial markets in search of
interested individual investors, In other words? much of the details

of day-to-day operations of the marketmaker may conflict with the present
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legal and financial structure of the Tocal financial environment,

We hope that otherslon the local level in the countries of‘the‘

region will find it worthwhile to consider how their respective'
financial environments might be adjusted in order to accomodate the
operations of a regional marketmaker and how such a competitive cha11énge

can be made acceptable to the local financial community.
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effectiveness of available capital funds if they are constrained to
satisfying local demand only,
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INTRODUCTION

From the outset we should like to inform the reader that
if this paper has any ambition it is certainly not to come
up with ready-made solutions to the very many 1ssues it deals
with but which, 1in fact, constitute only the tip cf the
iceberg. The objective of the author is only to contribute
and promcte a debate on the Arab World's monetary and
financial problems, fthe solution of which will condition the

future of the Arab region.

This article 1s twofold. In the first part, by taking the
case study of the so-called recycling process which only
magnified existing phencmena and behaviour, we try to show the
necessity for the Arab World ( A.W. ) to create a common
currency : the Arab Dinar ( A.D. ). We do so by showing the
baneful economic as well as political consequences of the
inexistence of such a currency. The creation of the Arab Dinar
does entail economic and political advantages for the Arab
World. Such a currency requires an inward-looking Arab financiazl
centre(s). From this angle, tco, we try to cutline some elements

at play.

‘The second part of this article deals with basic issues
invelved in the creation of a fully-{ledged Arab Dinar whose
characteristics are stability, availability and attractiveness.
We also briefly consider the conversion of the Arab Dinar into

other Arab currernicies and vice versa and its circulation.
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I —-- NECESSITY OF A COMMON ARAB CURRENCY: THE ARAB DINAR

In order to show the necessity of a common Arab Dinar (AD),
we shall consider the Arab World's position in the current
international financial setting, as it has been highlighted by
the so-called " petrodollars -recycling " operation. Such a
recycling is illustrated in the following chart.

CHART-NO 1 : Recycling process in the absence of a common

Arab currency ( The Arab Dinar )

U.S.
E
hds # Services
N
3
N ;
A = Arab World E = European countries
D = USA (from Dollar) Y = Japan ( from Yen')
N = Non-Arab developing countries '

Source: A. Guecioueur - An Arab Bank for Development: Arguments

- for the Establishment of an Arab Bank for Development,
unpublished Ph.D. thesis, I.E.S3. Dept. University of
Glasgow, U.K., August 1978, p. 103.
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In this chart we distinguish between trade in crude oil
and trade in other goods and services. We do not include
East European countries because of their limited role both
in international finance and in the so-called " energy crisis ”.(1)
We assume that trade between the five groups of countries is
carried out in the US dollar. This assumption is very close to
reality, since oil prices are calculated in this currency and
0il bills are mostly baid in $ US ( 80 - 85% ) and marginally
in pounds sterling ( 15 - 20% ). ‘

According to this chart, if E, Y and N were certain that A
would indefinitely hold its extra proceeds in liguid reserves and
specifically in the US dollar, they would, with the help of D,
keep on borrowing from D with the latter printing paper money.
This would put in D's hand a strong means of pressure on Y, E
and N, because lending has always been a discretionary operation.
Apart from this fact nothing would happen: D, E, Y and N's
0il bill Would become a matter of money printing and book-
keeping exercises. However, such a situation is unlikely to
continue indefinitely because E, Y and N cannot be expected to
accumulate indefinitely foreign debts. Therefore they must
earn US dollars by experiencing a positive trade balance with
the USA.

As shown by the previous chart, " world trade " implies a
flow of financial transfer from E, D, Y and N to A, but the
real flow ( goods and services ) goes from E, Y, N and A to
D. Furthermore, in a second stage a financial flow, equivalent
to the extra o0il proceeds or so-called financial surpluses, goes
from the Arab World (A) to the USA (D). This scenario means:

~ the 0il induced trade deficit is automatically financed

because according to H.G. AUBREY a reserve currency country
has the ability to run deficits for some time because the

credit standing of a banking centre is such that it can, in

(1) For the sake of simplification the East European countries
could be considered as self-sufficient in oil.
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effect, borrow to meet its needs in almost an imperceptible
fashion without the necessity of arranging and negociating
loans as other borrowers must do."

- D receives the whole increased cost of E, Y and N's oil

imports in the form of goods and services.

- The financial resources, which can be assimilated to the
saving of Arab countries, are held in non-Arab currencies
( $ US ) and outside the Arab World, that is in the USA,.

Such a situation is not without consequences,

1. Consequences of the Inexistence of an Arab Dinar.

Arab deposits in wesftern banks are of sizeable amounts: from
$ 8bn. in 1971 they reached $ 40bn. in 1975, and by the end
of 1980 they were estimated at $ 300bn. These assets are held
mainly in US dollars and marginally in other currencies such
as the pound sterling. These financlal resources are kept with
western banks and, more specifically, with a group of forty
banks, mostly American, called the " Golden Circle ".

From this angle Arab countr s can be labelled as " passive
investors ", in the sense that they do not manage directly their
own funds. From this a consequence of secondary importance
follows: Arab countries do not gain any finahcial expertise.
These funds have been recycled to the benefit of the developed
countries. According to the Annual Report of the Bank of
International Settlements, for 1975 the net group borrowers
were western countries ( $ 239.5bn. ) and East European
countries ( $ 10.5bn.) - the exact figure of the Arab countries'
financial surpluses for the same year. Furthermore, it 1s very
.well known that the privilege of lending has always been
rewarded in financlial, trade and political terms. These gains are
forgone in the case of the Arab World.

(1) H.G. AUBREY Behind the Veil *of International Money,
International Finance Section, Dept. of Economics,
Princeton University, Princeton, N.J., USA, No.7., January
1969, pp. 10 - 11.
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The above-mentioned series of losses is real and sizeable
but it seems negligible when compared to the danger of freezing
these Arab assets heid outside the Arab World. This real threat
has materialised at the expense of India, Egypt, Algeria, Libya,
Uganda and, more recently, Iran. We shall present briefly each

case.

- The Indian/Egyptian Case

During the Second World War India and Egypt supplied the
British Army with food and raw materials. By the end of the
war Britain owed a sizeable amount of funds to both countries.
In the case of Indlia the sum was estimated at(il,600 million.
~In 1948 the Bank of England froze the debt of the two countries.

1t

The British debt to India and Egypt became forced " deposits
with the Bank of England. Furthermore, the two countries were
allowed to withdraw annually only & given percentage of their
deposit, unilaterally fixed by the Bank of England, to buy

British goods. However, Britain was just emerging from a long

war and she had " nothing to sell ™.

- The Algeriagn Case

During the Algerian war of independence, the Front de la
Liberatibn Nationale (F.L.N.) used to deposit its funds with &
Swiss bank. This practice was continued by the Gouvernement
Provisoire de la Republigue Algerienne ( G.P.R.A. ). Later on
the Algerian government reclaimed the funds. The Swiss bank
refused to put them at the Algerian government's Qisposal. In
the early 1970's a Swiss tribunal rejected the Algerian claim
on the grounds that only the physical or moral person who made
the deposits had the right f£o withdraw.them. In this case 1t
was the treasurer of the F.L.N. and the Iinance Minister of %he
G.P.R.A., and both were dead!

- The Libyan Case

In the early 1970's Libya crdered several US planes and paild

cash before delivery. For political reasons the US government

D e e e



-150-

decided not to deliver the goods and refused to reimburse the

" Libyan government.

- The Case of Ugahda

Under the regime of President Idl Amin the Ugandan government
used to depesit its funds with British banks. As we all know,
the relations between the two ccuntries were at their lowest
ebb during the spring of 1978. For unknown reasons problems
arose between Uganda and a British firm. The latter took the
former to court and 1t ruled that Ugandan funds (%100 -‘£200m. )
held with British banks should be frozen.

- The Iranian Case

This is the most recent case which can be summarized as
follows: for political reasons the US Administration decided to
freeze about $ 8Sbn. held by Iran in American banks.

From the previous examples we can draw the fellowing conclusions:

1. Western countries freezing Third World countries' funds
deposited with them 1s a long practice since it started as
early as 1648,

2. Several western countries have had recourse to this malpractice:

USA, Britain and Switzerland.

3. Only developing countries' funds were frozen - we do not

know of any case 1nvolving two western countries.

This situation and, therefore, the threat that folléws, is not
specific to Arab oll countries, since all Third World countries
including non-cil Arab countries keep most of thelr internaticnal
reserves in forelgn banks and in foreign currencles. It is for
this reason that, in chart No 1, p. 2 we consider the Arab

countries as a group under the heading Arab World.

As long as such a situaﬁion persists the Arab World could
suffer from any Arab/western conflict. As a matter of fact, as
early as 1973, the French Newspaper " Le Monde" suggested that
Arab assets should be nationalized ( that i1s more than freezing

them } in the case of a conflict.
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Our position 1s corroborated even by some western commentators
such as Mr. P. Streeten and Mrs F. Stewart who feel that by
investing the bulk of thelr surpluses in developed countries,
the OPEC, and therefore the Arab countries, face the " threat of
expropriation and the weakening of their subsequent economic and

Il. (l)

political bargaining power

These disadvantages could almost be avolded given the existence
o' a common Arab currency or the currency of an Arab country
fulfilling a regional role. In this context one has to mention
the growing use of some individual Arab currencies such as the
U.A.E. Dirham and the Kuwaiti Dinar. The importance of the
Lebanese Pound has decreased as a result of the civil war. Arab
currencies are also being used as a basket of currencies such as
the Arab Currency Related Unit or ACRU which was based on 12 Arab

L3

currencies. o

However, given the present level of individual Arab countries’
economic development, banking systems, banking and financial
expertise, the second option is indeed a very remot one. Therefore
we shall focus on the first option beginning with the likely

advantages to be derived from 1it.

2. Advantages to be derived from the creation of a common Arab

currency {( Arab Dinar )

Firstly, the Arab Dinar will facilitate inter-Arab trade 1if
it is used as a unit of payment between the various Arab countries.
All the advantages which accrued to the USA during the recycling
operation will accrue to the Arab World. 'This situation is

illustrated by the following chart.

(1) Mrs. F. STEWART and Mr. P. STREETEN, 0Oil and Development: a
steady tripod, Report of Select Committee on Overseas
Development session 1974. The 0il Crisis and Third World

Development: Implications for United Kingdom POlicy, HMSO,
London, July 24, 1974.
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Recycling process in the case of the existence

of the Arab Dinar
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In this scenario the following assumptions are made:

The Arab World is seen as a single economic entity. The
subdivision of the other two groups into individual countries
would not affect our analysis.

We distinguish between oil and ndn—oil trade. _

The Arab World experiences a surplus current account; thils has
been a fact from 1973 onwards.

The o0il bills are settled in Arab Dinars. It does not matter

if 0il prices are calculated in any other currency or basket of
currencies. This implies that the AD is on an equal footing
with the so-called " hard currencies " in which world trade is

currently undertaken. |

What then are the main implications of such a situation?

If one makes abstractions of the current behaviour of the

World banking centres or if one assumes that the Arab World

has its own inward-looking banking centre(s), the main
implication is that Arab financial surpluses are accumulated in
Arab Dinars. It follows that on factual ( practical ) grounds
no outside power has the means toc freeze or "nationalize"

Arab assets. The Iranian assets were frozen because they wére
held in non~Iranian currencies and with non-Iranian banks.

The creation of the Arab Dinar will eliminate such a threat.

The creation of the Arab Dinar also constitutes the first
step towards the creation of a regional market, whose
characteristics have to be defined, especially after the
limited success achlieved by the Arab Common Market (A.C.M.).(l)

For Jacques Riboud the creation of a common European currency
which he called the Eurostable,(2)
European Economic Community's will to unite and be politically

constitutes proof of the

and economically independent. The same argument applies to
the Arab Dinar and the Arab World.

(1) Alfred G. MUSREY, An Arab Common Market, Frederick A.
Prayer, N.Y. 1965.

(2) Jacques Riboud, Une Monnaie pour 1'Europe: 1l'Eurostable,
Edition, Revue Pclitique et Parlementaire, Paris, 1975

p. 231.
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Given the present chaotic situation of the International
Monetary System ( I.M.S. ), a stable regional currency will
constitute the Arab World's best contribution tc stabilize this
system. Such an Arab Dinar could be more efficient if complemented

(1)~

by other regional currencies of groups of developlng countries.

"The Arab Dinar could also constitute a way for poor Arab
countries to avoid the necessity of acquiring hard currencies
which are necessary to import capital goods which are the pre-
requisite to any economic development. This advantage can
materialise only if the Arab Dinar is accepted by capital goods
exporting firms which in turn can use the Arab Dinar, so acquired,
to buy Arab crude oil. This mechanism could be strengthened if
rich Arab countries were to give aid and loans to other Arab

countries in the Arab Dinar.

Before considering the creation of an Arab Dinar we have to
recognise that such a currency, though necessary, is not sufficient
in -itself. Just as blood requires veins through which to circulate,
money requires a banking network that only Arab banks can provide
for security reasons. In other words the creation of an Arab Dinar
necessitates the creation of an Arab financial centre or centres
which must be truly inward looking. Arab private, semi-public and
public banks have a complementary role to play in this crucial

undertaking.

Arab private banks are becoming more and more active in

domestic, regional and international financial markets. As a

matter of fact during the 1976/79 period, 26 private or semi-

public Arab financial institutions were either leaders or co-
managers of almost $ 13bn. worth of Eurobond issues.(z) Furthermore,
during the same period 46 Arab ( or jointly owned ) banks were

very actively engaged in the Eurocredit market. Between January

and May 1979 they were lead managers and co-managers in 53 and

(1) e¢f. A. GUECIOUEUR How Can the Arab World contribute to the
Establishment of a New International Monetary System,
paper presented to the lst. Congress of Third World Economist
Algiers, February 1976. ( published as part of the proceeding

(2) cf. Appendix No. 1, p.|8].

)
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98 operations respectively. The total sum involved was $56_77bﬁ,(1
This newly acquired experience constitutes an asset when it
comes to the creation of an Arab {inancial market or markets.
However the geographical location of a finacial market in a
specifllic country/region does, by no way ,mean that it is working
for that country/region. Just like any other sector of the
economy a banking sector could be either introverted or extro-
verted., Irom this angle the former role of Belrut is worth
presenting by mentioning the conclusions reached by the Arab
Economist in one of its studies. According to the journal,
" the structure of the utilisation { of the deposits ) reflects
clearly the role of the commercisl banks in Lebanon. Although
these are mostly foreign or under forelgn control, they
participate on a small scale in financing economic activity.Their
main concern is to get the largest amount of funds and invest
them abroad at thelr head offices. The economic liberty they
enjoy gives them the opportunity to deo seo." (2)

Beirut represented a typical regiocnal financial centre or

what has come to be known as the Offshore Banking Units (OBUs)
such as Hong Kong, the Bahamas and Manama ( Bahrain ). The
importance ¢f Manama is constantly growing and by 1979 more
than 53 banks were given permission to operate. IFor some, these
OBU represent an expansion or " tenatacles " of the world
banking centres { New York, Paris, London, Zurich, etc.. ) which

according to Professor M. Liptcn are nct "

geared to flow in

the direction of the develcping countries."(gin our opinion any
Arab financial centre(s) must be inward loocking. These centres
could be strengthened by the bilateral and multilateral funds and
banks created by the Arab countries especially from the early

1970's onwards. Amongst these institutlons one should mention

(1) cf. Appendix No. 2, p.\8R.

(2) The Arab Lconomist ¢f. article Lebanon: CGrowing Assets and
Unrestricted Expansion, Beirut, Lebanon, August 1973, No. 55,
p. 53.

(3) Professor M. LIPTON, Implications of Cil Price Changes for
Less~developed Countries, Report of the sSelect Committee,
op. ecit.: . 53.
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the Arab Monetary Fund (AMF}, the Arab Fund lor Economic and
Sceial Development (AFESD), the Kuwailt Fund for Arab Economic
Development (KFAED). the Abu Dhabi Fund for Arab Economic
Development (ADFAED). the Saudi Development Fund (SDF) and the
Traci Fund for External Development (IFED). Although its field

of competence goes beyvond the Arab World ( just like the KFAED ).
the Islamic Development Bank could be added to the.list. Their
combined authorized capitals amount to $ 24 bn. and which gives
them tremendous strength when it comes to borrowing in Arab and
non-Arab markets and issuling securitles denominated Iin Arab or
non-Arab currencies. Amongst all these institutions the Arab

World has pinned its hope on the AMF which is seen as the backbone
of Arab financial integration. ItsépurpOSe is not limited %o
providing loans to countriles in baiance of payments deficits.
According to its charter ( adopted in November 1975 ), its prime

goals are:

contribution to Arab econcmic integration

- development of Arab money markets

- protecting the value of the foreign monetary investments of
its members

and, which is of paramount impcortance to us,

- working feor suitable circumstances leading to the establishment

of a unified Arab currency.

This means that the 21 countries of the Arab League which signed
the AMF's charter agree on the necessity of such a currency. By
creating the Arab Acccunting Dinar (AAD), which equals 3 SDR or
$ 3.9 , the AMF has already taken the first step towards such a goal..
However, the AAD is no more than a unit of account. It is not a
fully~fledged currency since it lacks the two other basic qualities

- namely a means of payment and a store of value.

In the next part of this article we discuss the creation of a

Tfully-fledged unified Arab currericy.
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II -- CREATION OF THE ARAB DINAR

What follows is not meant to be the panacea for the financial,
monetary, technical and political problems which such a currency
inevitably causes to arise. It has to be seen as an "Ijtihad”(l)

if one is permitted to use the expression.

We shall consider the definition ( or calculation ),
availability, stability and attractiveness, and, finally, the

conversion of the Arab Dinar.

1. Definition of the Arab Dinar

A thought commonly advanced is that any Arab Dinar should be
based on Arab energy resources ( crude oil and natural gas ).
Such a suggestion is not suitable for two reasons. Regional groups
( the E.E.C and its European Currency Unit, as well as the
proposals for the creation of the Europa and the Eurostable ) and
world community with the creation of the Special Drawing Rights
( SDRs) are moving away from such an approach. Secondly, it is
not wise to base a regional currency, supposed to be permanent,
on exhaustible commodities such as crude oil and natural gas.
Furthermore, the International community, by phasing gold out
of the Internaticnal Monetary System, has irremediably broken the
link between currencies and gold which is no more than a mere
commodity.

In our opinion the Arab Dinar should be based on a composite
basket comprising all 21 Arab currencies. The ultimate value of
the Arab Dinar could be calculated by using either market rates
or official rates. However, given the diverse strength and role
of individual Arab currencies, we opt for the official rate when

(1) Personal opinion expressed by someone doing his best
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calculating the Arab Dinar. In defining the Arab Dinar we could

use the following formula:
Il

DI = Z_  aj. Sii FOr § = ,ueuueeennn.. n
j-1 -
where AD 1s the price of the Arab Dinar in terms of currency J
aj is the amount of currency J in the Arab Dinar basket

5ji 1s the price of currency J in terms of currency i

In this formula one is faced with two problems;‘namely the
value of the Arab Dinar and the respective weight given to the

21 Arab countries.

It is entirely up to the Arab countries, that is finance
ministers, governors cf the central banks or mocnetary agency and
thelr experts, to decide on the ﬁltimate value of the Arab '
Dinar. For instance, one Arab Dinar could equal SDR 3, because
the Isliamic Dinar, ( Unit of account of the Islamic Development
Bank ) and the Arab Accounting Dinar ( the unit of account of
the AMF ) are egual to SDR 3. The suggested value introduces

uniformity at regional level.

The second problem is more difficult to tackle; to be more
precise, what is difficult is the operation of devising the set
of criteria according to which the respective welight of the 21
currencies { the 21 aj ) must be calculated. The set of criteria
could Include more or less.stable variables such as Gross Natiocnal
Product (GNP) and trade. In our opinion the individual countries'
contribution to regional trade must be included as a criterion,
because this could constitute an incentive for more inter-Arab
trade.

The devised system must be supple enough to include changes,
and just like the 3SDER it should be revlewed on a regular basis
( every 3 or 5 years ). The system must be able to incorporate

newcomers such as the currency of the future Palestlinian state.

These technical problems are, in a way, magnified by the
current diversity prevalling when it comes to individual currenciles

This diversity is illustrated by the following table.
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In our opinion the Arab Dinar should be based on a composite
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or official rates. However, given the diverse strength and role
of individual Arab currencies, we opt for the official rate when
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calculating the Arab Dinar. In defining the Arab Dinar we cculd

use the following formula:
I

ADL = :7:1 2i.. Sii FOr 5 = Ay n
J-= ' :
where AD is the price of the Arab Dinar in terms of currency J
aj 1s the amount of currency j in the Arab Dinar basket

S5ji is the price of currency j in terms of currency i

In this formula one is faced with two problems; namely the
value of the Arab Dinar and the respective weight given to the

21 Arab countries.

Tt is entirely up to the Arab countries, that is finance
ministers, governors of the central banks cr monetary agency and
thelr experts, to decide on the ﬁltimate value of the Arab
Dinar. For instance, one Arab Dinar could equal SDR 3, because
the Islamic Dinar, ( Unit of account of the Islamic Development
Bank ) and the Arab Accounting Dinar ( the unit of account of
the AMF )} are equal to SDR 3. The suggested value introduces ‘

uniformity at regional level.

The second problem is more difficult to tacklej; to be more
precise, wﬁat is difficult is the operation of devising the set
of criteria according to which the respective welght of the 21
currencies ( the 21 aj ) must be balculated. The set of criteria
could include ﬁore or less stable variables such as Gross National
Product {GNP) and trade. In our opinion the individual countries’
contribution to regional trade must be included as a criterion,
because this could constitute an incentive for more inter-Arab
trade.

The devised system must be supple enough to include changes,
and just like the 3DR it should be reviewed on a regular basis
( every 3 or 5 years ). The system must be able to incorporate

newcomers such as the currency of the future Palestinian state.

These technical problems are, in a way, magnified by the
current diversify prevailing when it ccmes to individual currenciles

This diversity is illustrated by the following table.
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Arab currencies: pegging system, exchange rates

and intervention currenciles.

Country Currency Currency/ies pegged Exchange Rates Intervention
to currencies
Algeria Dinar a composite of daily calculated Us 3
currencies*
Bahrain Dinar SDR BD 0,476190=SDR1 Us 3
Djibouti Franc Us $ DF 177.721= US$1 us 3
Egypt Pound Us $ LE1=US$ 1.422857 Us $
Iraq Dinar Us $ ID1= US$3.3778 Uus %
Jordan Dinar SDR JDO.388=8DR1 UsS 3
Kuwailt \ Dinar a basket of currs# us ¢
Lebanon Pound - exchange rates are function of supply/demand
conditions
Libya Dinar us $ U3$1=1LD).296053 Us $
Mauritania Orguiya a basket of currs.*# Uus $
Morocco Dirham a basket of currencies based on the French Franc
Oman Riyal us $ RO1=US$2. 89521 Us $
Qatar Riyal SDR QRY.7619=3SDR1 Us $
5. Arabia Riyal SDR SR1 4.28255=SDR1 Us $
Somalia Shilling US § SoSh 6.2327=U8%1 Us 3
Sudan Pound Us $ L3d1=US $ Us $
Syria Pound - Us $ LS 3.925=US%1 Us $
Tunisia Dinar a basket of currs.¥ US $ & FF
U.AE. Dirham SDR Dh4.76190=3DR Us $
YAR Rial Uus $ YR 4.15=0US$1 UsS $
Dinar Us $ YD1=US$2.89524 Us 3

YPDR

¥  fthe basket of curencles usually represent the major trading partner
of the currency concerned

¥% US$, DM, FF, Italian Lire, Guilder(Netherlands), Pesata(Spain), Pound

Sterling

Source:

compiled from Annual Report

Exchange Restrictions, 1979. ( IMF )

Exchange Arrangements and
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If one disregards the intervention currency -
which is exclusively the US $, there are four types of Arab

currencies when 1t comes to the pegging system.

- Pive currencies ( the Algerian , Kuwaiti and Tunisian Dinars,
the Moroccan Dirham and the Mauritanlan Ougulya ) are pegged to
a basket of currencies of the major trading partner of the

countries concerned.

- Five currencies { the Bahraini and Jerdanian Dinars, the Qatari
and Saudi Riyals and the Dirham of the U.A.E. ) are pegged to
the SDR.

- The value of the Lebanese Pound depends on market conditions

- FPinally, the rest are pegged to the U3 $. -

This diversity could be explained by the Arab countries belonging
to different meonetary zones; a situaticn reflecting their past
political dependence. However, the fact that scme Arab currenciles
are linked to the SDR shows that Arab countries are ﬁoving towards

more monetary realism.

This diversity deoes raise some technical probiems which are
not insoluble. In other words a pre-existing uniformity vis—3~vis
a2 common monetary instrument dcoes not constitute a pre-<reguisite
to the creation of the Arab Dinar. One can argue the other way
round that the création of the Arab Dinar would constltute a

unifying link in this diversity.

2, Apailability

Every currency must be sufficlently available. However, this
problem has to be seen in the 1light of the currency itself. If
by the creation of an Arab Dinar we mean "physical creation”, suct
a currency must be physically sufficiently available, otherwilse
it will impede the volume of trade between member countries

(1)

individually and as a group, and non-member countries. If, on

(1) This can slow down the volume of trade within individual .
countries 1f the currency is used by all the natlonals of
the member countries in their daily dealing with each cother.
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the other hand, by creatlon we mean abstract currency, the probiem
of availability 1s sclved because all becomes a matter of !
book-keeping exercises. This problem falls on the shoulders of

the issuing institutions which could be the AMF. Availability

"is closely linked to stability.

3. Stabirlity and attractiveness

Given the situation of the main convertible currencies and
the politico-economlc power behind them, the stabllity in value
of the Arab Dinar has to be considered as a sine qua non condition
to its creation. Constant value means attractiveness and therefore
the Arab Dinar can "compete" with other currencies at least
within the region and as far as the Arab countries are concerned.
However, il the currency proves to be stable over a long peribd,
non-member countries will show confidence in it, and this will be
translated into an inflow of [unds to the Arab region, funds which
will be used for development purposes. It 1s the least dangerous
way to have the non-Arab countries participating in the economic
development of the Arab World. The flow of funds from unstable
to stable currencies 1g not a new phenomenon in history. For
instance, J. RIBOUD claims that a constant Eurostable will attract
the petrodollars. In our cpinicn, a strong and stable Arab Dinar
will keep at least Arab funds within the Arab World; and glven past
and present trends, this result can be rightly heralded as a
success. However, the main problem is how to conceive and achieve
this stability. |

Recently, confildence in any currency was functlion of 1ts own
convertibility; however, with the breakdown of the International
Monetary System, currencies' convertibility ( US $ mainly ) into
gold disappeared. J. RIBOUD suggests that 1t is time to move
to a wholly " abstract" currency. In such & case a currency is
not convertible Into gold and is not backed by any natural resources.
Here we are hinting at the proposal that any Arab Dinar has to be
backed by the region's natural resources, i.e, o0il and natural gas.
As we have already said, this 1s not wise because confidence must

be permanent and, therefore, it must not be based on exhaustible

Ay
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resources.

We claim, along with J. RIBOUD, that stability and, therefore,
confidence 1in any currency must be function of 1its purchasing
power. With respect to this point, we think that J. RIBOUD's
technical solution to the problem can be applied to cur case.

For. this author:

" at any time one might:aseert that one Eurostable can buy a
constant general basket made up of a constant national
basket, each national basket being defined in each country

by its own cost of living formula.™ (1)

One can easily imagine a regional Arab basket composed of 21
individual baskets. The stability of the purchasing power of one

Arab Dinar can be reached by having the guantity of ény one Arab

currency originally incorporated in one Arab Dinar increase or

decrease, according to the value of that currency. The level of
the guantity of the domestic currency is function of the domestic

cest of living or, 1n cther words, of the domestic basket.

Suppose three countries are A, B, and N.

Qa, Qb, Qn are the guantity of thelr respectlve currencies
included 1n one Arab Dinar.

at base date, one Arab Dinar = Qa + Qb + Qn.

at T. date thelr respective national costs of living are:

la, Ib, In.
at T. date cne Arab Dinar = Qa.la + Qb.Ib + Qn.In (\)
With the example being expanded tc 21 ccuntries,
one Arab Dinar = z%i—- Qi x I+ This means that the purchasing
i-1 '

pcwer 1s maintained through time.

The choice of the products composing a domestiec basket are part of

individual states' prerogatives. It means that the domestic baskets

(1) J. RIBOUD , A New International Money, the Eurostable,
Eurocurrency, May.,1975, p. 321.
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are dissimilar, but this does not complicate the preblem.

4. Conversion of Arab Dinars into national currencies and vice-

versa.

According to J. Riboud, the rate of conversion must take into

account:

the Eurcstable purchasing power

the ecross rates of national currencies which are posted dailly
as they come ocut cof the echange market. These rates are given

against a vehilcular currency, usually the US dollar.

Suppose US dollar = (v)

Consider these rates being ra, rb, rn

as one A = ra.v
one B = rb.v
one N = rn.v

For the author, since according to equation 1 on the previous

page,
one Eurostable = Qala + Qblb "+ Qnln,
" in order to determine the relation between one Eurostable
and any natiocnal currency, N for instance, it suffices to
replace laQa and IbQb by thelir equivalent in N money at the

prevalilling rates of exchange..... "

in the previous formula, then, it becomes:

N
Z- qir w (1)
A

Howéver, such methods might not be applicable to our Arab Dinar

which 1s conceptually different from the Eurostable.

f

(1) Jécques RIBOUD, op. cit., p. 32.
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Unlike the Eurostableeqthe Arab Dinar should not compete with
other Eurocopean currencies. A rcle similar to the Transerable
Rouble could be reasonable in the early stage. Given the present
banking systems of individual Arab countries, the Arab Dinar
should not be issued by the big private banks because they are

foreign and, therefore, difficult to control.

Individual Arab currencies do nct enjoy theimportance and
audience of west european currencies. However, 1if the previous
method were to be used, it would be wise to choose the SDR as a
vehicular currency because of its lesser instabllity. In spite
of that the conversion between the Arab Dinar and Arab naticnal
currencies must exist. This problem must be solved without

altering the constant purchasing power of the Arab Dinar.

5. The Arab Dinar as a eirculating currency

In our opinion the circulaticon of the Arab Dinar must be limited
and controlled, especially in the early stages. The Arab Dinar
must be used only between Arab countries and not bé used by nationals
within member countries. Otherwlse it will pose 1nextricable
technical problems which will danger ist success. The Arab Dinar
must be a regional currency only, in the sense that non-member
countries and other financlal institutions will not be allowed to
use it. The Arab Dinar might lost 1ts stabllity if it is used by
the the market, for it will be sold and bought and, therefore,
its availability will be subject to forces uncontrollable by the

issuling institution.

It will be worthwhile for the architect of any Arab unified
currency to study rarefully the case of the Transferable Rouble
( TR)which has been introduced in stages. The TR constitutes the
basis of " regional international payments" involving the East
European countries party to the 1963 agreement which led to the

creaticn of the International Bnk for Economic Cooperation.

The Tranﬁferable Rouble is becoming convertible step by step.
However, what is more significant for us is that 1977 traders in
non communist countries were permitted " to choose between
stockpiling the proceeds of their exports tc the East in the

(1) AT least in its eéély'stages.
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Transferablie Rouble Account, and using them to buy gcods from

(1)

other countries of the region."

Applied to our case—study, this system will bring some advantages
if Arab countries receiving Arab Dinars so accumulated would use
them to buy goods and serviées from any other Arab countries. This
is a way of circumventing the necessity of trading in "hard" or

"convertible" currencies which, in fact; are no longer convertible.

I at a later stage the Arab Dinars accumulated in this way are
used to acquire goods and services from outside the Arab regilon,
such freedom will bring incommensurate benefits beth to the Arab
World and to individual Arab countries,

(1) The Observer, cf. article, Russia's Capital Idea, London,
March 20th. 1977.
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CONCLUSIONS

What is the use of taking control of natural resources ( be
they cil, natural gas, iron ore, phosphate or mere waterways ),
increasing their prices, collecting the funds to put them in
foreign currencies and foreign banks..This situation is not
specific to the Arab World since-it constitutes a common

characteristic of all developing countries.

Without financial, monetary and credit independence there can
be no economic independence.. As a matter of faect, can a developihg
country ever dream of ”blackmailiﬁg” an industrialized
country which it depends on for its food, technology and arma-
ments by putting i1ts "savings" in the safe of the former? History

has shown that these deposits have been {roczen on several cccasions.

It is true that the current international, financial and
banking setting does not offer any alternative. This 1s the challenge
facing the Arab World ( and beyond it the so-called South ). In
" this context a uniform Arab Dinar - not only a unit of account and
a means of payment but also and especially a store of value -
involving inward-looking Arab financial centres mainly based on
Arab banks, constitutes the only solution. If achieved such a goal
would not only constitute a tremendous step and symbol towards
Arab economic integration, but it would alsc constitute the best
contribution that the Arab World can make towards the setting up

of a New International Order.

In this article we have outlined only some 1ssues; the debate

remains open.
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APPENDIX No. 1 : Arab Banks' activity in the Eurobond
Issues 1976~197% (US$ m.)

X Lead Co-managed

Kuwait International Investment Co 488.¢6 6£29.4
Kuwait Investment Co. , 420.3 1,225.5
Kuwait Foreign Trade Contracting 336.4 608.6
and Investment Company

BAL1 269.8 1,770.2
National Bank of Kuwaist 82.0 136.0
National Commercial Bank SA 65.0 651.7
UBAF 50.0 1,0041
Arab Finance Corp. g, 9 170.7
Abu Dhabi Investment Co. 45.0 1,350.4
National Bank of Abu Thabi 4o.0 531.4
Arab Financial Consultants 23.9 G3.0
Kuwait Financilal Centre 23.9 141.6
Gulf Internaticnal Bank 20.6 234.0
Libyan Arab Foreign Bank - 540.9
Arab Investment Co. - KOG, 4
Arab African International Bank - 306.5
Riyad Bank - 276.8
Arab and Morgan Grenfell - , 238.9
Arab Petroleum Investment Co. - 125.8
Arab Malaysian Development Bank - 114.1
Naticnal Bank of Bghrain - 82.5
UBAF Financial Services - 80.0
Arab Bank for Investment and Foreign Trade - £8.6
FEurcpean Arab Bank - 59.1
Al Saudi Bangue - . 55.5
Bahque intercontinentale Arabe - 50.9

Source: The Middle EKast Annual Review, op. cit., p.151.

!
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APPENDIX No. 2.: Bahrain OBU's Assets and Liabilities
1975 - 1979. (US $m.)
et S TR BT RESE ottt - oo

End of period

1976
1976
1977
1978

1974

First quaner
Second quarter
Third quartar
Fourth guarter

1979
January
Fabiuary
March
Aprit
May
June

Source:

Assets

interbank funds

Loans to Commarcial Other
banks in 0OBUs

non-banks

1,734
3,706
6,166

4,426
5.085
5428
6,166

6.279
597
6,063
5,838
5,688
5,878

Bahrain

136
162
204

140
164
i68
204

136
102
121
119
162
158

The Middle

510
2,012
2,792

2,305
2,628
3,083
2,792

3,053
2,982
291
2,905
3,336
3,478

Interbank funds

Outside Other Assets Deposits of Commercial Other Qutside  Othet

Bahrain Assets equal non-banks banks in OBUs Bahrain ligbititic .
liabilities Bahrain

— — 1687 — — — — -

3,780 54 {(,214 591 87 510 4,939 8
9,303 518 15,7013 3,513 128 2,012 9,629 419
13,409 870 23,40 4,786 209 2,792 14,946 70R
10,072 631 17474 4,321 92 2,305 10,363 493
11.614 734 20,220 5.063 byl 2,628 11,525 768

12,117 775 2247 5,443 195 3.082 12,858 59

13,408 870 23,41 4,786 209 2.797 14,946 70
13,042 922 23,432 5,151 191 3,053 14,350 68

12,461 935 22,451 5.041 200 2,982 13,525 H
12,200 973 27 751 4,667 203 291 13,752 73
12,385 994 77245 5,018 295 2,905 13,256 771
12,580 991 22,757 14,917 167 3336 13694 64"

12,997 962 23,473 4,638 186 3478 14,148 1,02

S —— TR e X __.WT
East Annual Review 1980, op. cit. p. 25.

Linbilities

B L
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Dr. Ali Dajani,

One of the prerequisites of Arab Financial integration would probably
be the guaranties of investment and by investment | mean all types of
monetary claims. There has been some attempts to set up an institution
to guaranty Arab investment. However ome cannot help stating that the
institutions created are ineffective and expensive.

On the other hand cne finds that a country like Jordan has, in recent
years, concluded agreements aimed at protecting investments from non-
commercial and political risks. Dr. A Harik cited the successful
experience of the Arab Bank, | must add that this institutions has its
share of losses as a result of expropriétions and nationalization in
several Arab Countries. The Arab investor would welcome any efficient
umbrella that would cover him against such risks. '

Under current circumstances it is easier for Jordan to reach invest-
ment guarantee agreements with EEC or even East European Countries
rather than conclude such agreements on a reciprocal basis with other

Arab Countries.

Prof. Antyn Harik.

The issue of investment guarantee constitutes the core of any type

of financial market, be it national, regional or international. An
investor, whether private or public, wants to make sure that whatever

he buys, there is some kind of substantial guarantee that the terms

of the contract will be respected when times comes for delivery.

Within the Arab context a legal system is some how questionable not

in terms of the final outcome of the process of payment and settlement
performance in legal terms but in terms of the time and delay involved,
When we are talking about regional integration, we should keep in mind
that the process of transforming, intermediating funds that are in
surplus into funds that are needed in security exchange, the day-to-day
execution for such an operation, the details that transform the security
into a marketable security is still in need of reflexion and study .in the
Arab World.

Dr. Ali Dajani suggests government-to-government guarantee of certain

types of transactions. The market - making organization that | propose::
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goes beyond this problem. The market-making institution is privately
owned; it is owned by the whole market. The market is constituted by
200 commercial banks, insurance companies and other government owned
institutions. The proportion of ownership is so small and the owner-
ship is so broadly distributed thatlthe basic function of the instit-
ution becomes a profits and looses account rather than a regional
political worry. | do not think that we should solely depend on the
Arab Investment Guarantee corporation (A!IGC) in order to protect Arab
fnvestment within AC, however we should not totally exclude the AIGC
because it is not yet properly functioning. Let us take the concept

of the AIGC and mix it with the concept of market - maker and for
example give the AIGC a 10% interest in the market - maker. |In Kuwait
The Arab Company for Trading Securities{ACTS) was able to make a market
of KD 1.5bn with KD 35M. The same experience can be repeated some where

else in the A.W.

Dr. D. Kane.

In my opinion ""There are no free lunches, there are always costs involved.
I f you want to guaranty investments in the broadest sense of the term
someone somewhere must pay the cost. We cannot escape the fact that in
any financial or physical transaction there are always costs involved.

Any system of guarantee must be prepared to finance the cost either
directly at the point of consumption by the borrower who has to pay a
premium to compensate the lender for the increased political and financial
risk or indirectly at the point of general consumption through general
taxation. The economic answer to the problem of guarantee is that the
cost should be borne by the consumer. The politicians' answer could be

to solve 1t through general taxation.

Dr. Antun Harik.

I should 1ike to mention that the structure of the AW itself adds a new
dimension to the concept of risk taking. We know that the risk in the
financial market is not visible as such. There are no positive or
negative risk structures in any security that the market - maker will
take. {n other works, what might be the gain from intermediating a

security in Syria which generates a profit might satisfy the loss
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resuiting from intermediating a security coming in Saudi Arabia. There-
fore the company that is intermediating the security and diversifying

the risk, will shuttle the risk from one point of profit(its own profit)

to another point of loss (its own loss). In this situation market -
making becomes a service to the capital markets at 'a very efficient cost-
as compared to presently.

The AW does not have to depend permanently‘on the international markets,
Presently, while Arab investment in the western world at running at the
level of not less than $ 60 bn every year, Arab governments, institutions
and individuals are borrowing from the same institution around $15 bn ever

vear. There is a cost to this situation that we do not have to bear,

Dr. A. Malky.

Let us make it clear that there is a difference between commercial and
non-commercial risks. As far as commercial risks are concerned, there

is no absolute guarantee except the prudence of the investor himself

and, eventually, this is the business of the market itself.

Dr. A. Dajani referred to non-commercial risks. In order to counter these
risks the AIGC was established eight years ago. It is not properly
functioning because of its limited resources and because of some legal
constraints. Theresfore there is a scope of action b§ reforming and
updating the by-laws of the AIGC. In doing so we fill a vaccum in our
conception of the emergence of an Arab Financial Market. May | go back

to the question of finéncial integration which is a very sensitive
interesting topic. In my mind both speakers were sensible ta avoid’giving
a specific definition to the concept of Arab financial integration. But n¢
after the discussion has progressed, it is time to propose a general
concepticon,

fn my mind talking about financial integration is different from talking
about financial development. {f it is the case, what do we mean by
financial integration in the Arab World Coptext ? As a matter of fact
there is a technical appreach and a functional approack «From a technical
angle financial integration means the avoidance of duplication between

the respective financial markets, when they exist, for the sake of

efficiency and lower cost. From :‘the functinal point of view we can
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define this integration in terms of the basic elements of financial
intermediation: we merely have sellers and buyers or lending markets
and borrowing markets. In the Arab context this, essentially, means -
that we want to promote the process of financing Arab investments by
resorting to Arab Private savings. | would have liked to see the
speakers proposing ways and means to approch this integration. This
topic has been discussed in several fora such as the meetings of the
governors of the Islamic and Arab Central Banks, certains suggestions
were made but never materialized because of regional reticences. The
first suggestion concerned the creation of a Pan-Arab:.. commercial

bank that would link several Arab.financial markets. The second one
concerned the finding of securities which are worldwide negotiable

both suggestions are complementary since the first deals with

financial institutions and the second with financial instruments,

Two factors tend to hinder the creation of an integration Arab financial
market ramely foreign exchange and the legal restrictions imposed by
individual Arab countries. Furthermore AC have been advised not to
compete with the existing international financial system said to

be efficient. However, as it has been shown by Dr. A. Guecioueur This
system is not geared to the interest of the Third World Countries. Arab
financial surpluses constitute another incentive for A.(. to comepdtwith
it, the question of financial expertise can be solved through this very

international market.

Dr. A. Guecioueur,

We cannot talk about banking and finance without mentioning risks which

are inherent to any investment operation. In others words the risk is
common to all investors by they Arabs, Japanese, Americans Europeans, etc..
Concerning the security of investment the AW is left with two options:
either to review the Agreements on the Arab Investment Guarantee corporation
in order to include private investment since the AIGC was meant to deal with
public investment, or to come up with a new agreement specifically designed
to protect Arab private investment. It seems to me that A.C. are leaning

1)

to wards the second option.

On september 3rd, 81, within the framework of the Arab league, six AC
signed an agreement on inter-Arab investment. ‘
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Prof. A. Harik and myself refrained from proposfng a precise difinition
of the concept of financial integration, particularly arestrictive one,

in order to avoid a theoretical polemic that would lead us nowhere.

Dr. Siva Ram Vemuri,.

Prof. A, Harik sees financial integration as tool of development in the
A.W. and he leaves this integration to the market system . According

to this system investment occurs in the project expected to give the
highest return. | wonder how his theory could help reducing regional
disparities between and within AC. [n my mind, by definition, the market
system could creat pockets of under development and overdevelopment in
the AW,

Prof. A. Harik.

I think it is an excellent question. Before answering it | must
confess that there is a certain amount of exclusivity in my recommenéa*\on.
I should like to stress that at the centre of the market mechanism there
is the market - maker which must guaranty the marketability of the .. .-
securities. My answer, to your question is that those units of production
and investors that are not technically comparative will not be able to

secure credit, they will be rejected out of the economic cycle.

Cr. Ali Dajan.

My question is directed to Prof. A. Harik. We all know the merits
of agricultural and industrial integration. We all know that there
is a proliferation of Arab funds and banks and comparatively to other
Third world countries the AW, as whole, has substantial sum of funds
why then there has been no transmission of funds from capital surplus
to capital-.needy Arab.countiies? In other words why no actual invest-

ment has taken place?

Prof. A, Harik.

! agree with you there is a lot of Arab wealth all over the world.
Every major financial institution in the world has substantial Arab

private and public deposits. Do not underestimate private deposits

R
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they probably exceed: public deposits. These depésits have been

shipped out{the AW from Beirut, Kuwait, Manama; Amman and Saudi-

Arabia. Why this processus happened? Capital cannot be transferred

into another environment or another land because it has an owner.
Therefore it has to be transferred at é cost and cost is return which
cannot be secured from thin air. In order to become actual invest-

ment capital must be exchanged for securities. In the A.W. no long-

term securities are issued. There are not issuedbecause Arab investor
that is the owner of capital, be it private sector or public sector, is
prudent. The funds are placed at a return given a specific level of

risk they can identify. In the A.W. some securities are available in the
Kuwaiti, kLebanese, Tunisian and Jordanian stock or financial markets.

All these securities cannot satisfy the surplus deposits of two or three
Arab financial institutions. So | mentioned in my paper no substantial
funds go to regional financial-institutions because the Arab investor is
not sure of the information on the securities., He is not sure that the
information is accurate, adequate and current. The Kuwaitl investor

does not know if the price of the share of the Jordan patash Company is

JD 10 or JD 10.1% pershare. The difference between JD 10 and JD 10.1 is
substantial for any investor. On the other hand the same investor has,
minute by minute, information on securities in Paris, London or Hong-
Xeng. Prudence oblige.

In my mind there is no nationalist and non-nationalist investor, there

is no“traitor Envesto;i On the other hand there is good and bad investors
and only the black and the red distinguishes between them respectively.
That is all as far as | am concerned and as far as the markets is concerned.
Funds transcend nationalism, politics, religion etc... Funds have a soapy
concept and the only thing that makes them stick is return. This is the
score of the problem. |If Arab private and public institutions can manage
to create liquid, marketable and quotable securities we shall, then,

have transmission of funds from one A.C. to anofher. There are some
legal, political and administrative restrictions both on. funds and
investors but these restrictions can be easily overcome. For istance as
a result of my discussions with the management of A.C.T.S | know that
the latter is willing to be active in any Arab financial markets provided
there is a market and provided there is a flow, forth and back, of
information on security prices. As a matter of fact ACTS tried to
establish a working relationship with the Amman financial market.

Not one single transaction took place. The reason is that the Jordanian

S
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financial market is able to absorb domestic financial surpluses.. Step by
step with market - makers such as ACTS we can built an integrated

Arab financial market.

We have to bear in mind that no market-maker buys all the securities
it trades. For instance ACTS will sell securities to its customers
which are looking for them, and to which it can recommend a certain
risk level. Without proper information neither ACTS nor any other
institution can assess the risk involved. Financial institutions

can swallow only carefully calculated risks. Capital ventures have

to be measured on a risk/return structure. Unless we allow Arab
financial institutions to do it scientifically there is no way you can
create securities and without securities there can be no substantial

‘self-maintained flow of funds within the Arab world.

Prof. Umar Kazi.

| would like to raise the issue of income velocity of money, since,

in my mind, this parameter can summarize most of what has been said

by both speakers. We know that income velocity is high in developed
countries and lower in developing countries. | want to ask the speakers
whether economic development depends on income velocity or income
velocity depends on economic development. Prof. A, Harik talks about
the facilities available to Arab businessman. He seems to be moving

in the world of J.M. Keynes where consumption is determined within the
system but investment is autonomous. For keynes himself the whole
system is determined by the "animal spirit of the businessman''. Prof

A. Harik did not analyse the charcteristics of the Arab businessman.
Both speakers said that financial integration is not an end in itself
but just a tool. However they did not specify if it is a tool to
creatgeconomic development or just to facilitate, to speed up an already
existing economic development. For instance in the neo-classical

school labour is the only productive factor of production on the other
hand according to the Chicago school or mercantilist school it is money
or capital that creates goods and services. The question is are we going
to integrate the Arab world on the basis of financial sector or on the
bassis of real sector?

Finally | would like to ask Dr. A. Guecioueur how the creation of an

Arab Dinar could be implemented?
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Dr. A. Guecicueur.

l, for one, did not link Arab economic development to the income
velocity of money. Therefore | have no ready-made answer for you.
From a historical point of view the creation of money did contrib-
ute to increase the economic activity. However, it depends on what
type of money you have in mind since as you know very well you have
five ways to measure money in a complex economy: M], X M3 Mh and
MS. | can also cautiously add that increasing the income velocity

of money means increasing economic activity but it does not mean

necessarily increasing domestic productive economic activity. An

increased economic activity could be caused by a higher level of
consumption satisfied through importations from non-Arab countries.

In this situation the increased income velocity of money has contrib-

uted to link to integrate the Arab country concerned to another

economy outside the Arab world.

Concerning your second question | can say that aslfar as | am concerned
that Arab economic integration should be based on the realsector, but

one should not underestimate or neglect the role, either stimiulating

on dnstlmulatina,of the financial sector. The financial network
constitute the blood-vessels of the economy and capital consitute the

flow of blood, and as you know very well in order to fulfil its function
blood must not be idle, it has to circulate.

Finally concerning the Arab Dinar | am not idealistic. If | look at other
group of countries | can'see that the E.E.C is introducing The European
curency unit(ECU} and the Comecon countries have the Convertible Rouble.
0f course it does not necessarily follow that the Arab countries should
have an Arab Dinar. However, in my mind, we need such a currency for

two seasons. First no single Arab currency is able and willing to play

a regional role. Second the use ofruw\Apdscurrencies between individual
AC has contributed to integrate the Arab world to the world economy and
the way this world economy's 'Working'' does not serve the interest of the
developing countries including the A.W. The Arab Dinar has to be ‘wroduced
gradually and one of the ways to do it is through a regional payment system
that would stimulate inter Arab trade and at the same time by-pass the

so-called concertible currencies.
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The Role of Technology in the Arab Development

There is no doubt that the future of the Arab World depends on its
capability to change the structural set-up of its economy. In its
present state, the Arab economy primarily suffers from structural
imbalance between the productive sectors. The dominance of the primary
and tectiary sectors is evident. Moreover, the contribution of the
secondary sector to the Gross Domestic product is meager when compared
to the contribution of consumption-oriented industries.(l}
There is a growing recognition that Arab countries are not likely to
be able to restructure thelr economies, break away from chronic back-
wardness and achieve high growth rates unless they obtain the most
appropriate type of technology so as to improve thelr conditions and
enable them to grasp the imported technolgy and utilize it in accor-

dance with their needs.

Therefore, the importance attached te technology in accelerating socio-
economic progress is readily recognized. The ever-increasing interest

in technology, however, has not been accompanied by serious discussions

(1) For more details about this subject see:

Dr. F.S. Jaber, Science, Technology and National Development,
011 and Development, Baghdad, 1980, p. 16; and Samir Amin,

L'economie Arabe Comtemporaire, minuit, Paris, 1980.
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of the related issues which remain ambigvous owing to disconcern

among Arab peoliticians and intellectuals which amounts to a real

catastrophy.

1. Technology: An Elusive Concept:

The word "technology" 1is one of the most elusiveljargons(I? It

has been explained by various ambiguous ways to tﬁe extent that

it has become almost impossible to accurately detérmine its real

'
|
]

|

a. The combination of knowledge, experience and skills necessary

meaning. Technology may be defined as follows:

for manufacturing a certain product and constructing the

|
appropriate machinery for the manufacturing priocess, or
1
i

b. The methods invented by man according to scieqtific methods

depending on his knowledge, experience and skill which put

for his service.

In simple conceptwdlization, technology comprises; the tools, pro-
|
duction methods, science and knowledge. The concept of technology

therefore, includes the machinery (material sidé) and utilization
I

|
|
|
1
|

(1) Dr. D.5. Radwan and Dr. M.A. Jaber, "About the Concept of

Technology, the historical background for iﬁs development and
b
the difficulty in the transfer of technolog% into the developing

countries", Arab Thought, No. 7, January, 1979, Page 67.

|
}
|
|
!
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method (functional side). This shows the difference between technology

and pure sciences, for the former not only depends on knowledge, it

" extends from scientific laborlories into application to realize the

scientific cbjectives as well "

(1)

We therefore pfopbse the following:

First: The interlocking and integration of the material side and

functional side of the machine, for the absence of one

cancels the performance or existence of the other.

Second: Impovting technology is confined to buYing machines and their

functional methods, while the knowledge used to invent these

machines is still monopolized by some states and thus nontrans-

The developing countries firmly believe in the existence of a
relationship between technological progress and economic growth.
Some observers claim that 90% of the rise in productivity in the
U.S5.A. over the leong-run and, the 88% productivity improvement
in manufacturing in Italy between 1951-1966, can be attributed.

to factors relating to technclogical progress and the rest caused

(2)

Muneer Allah § Yardey, The practical role of technology in .
developing states, Baghdad, Ministry of Culture and Arts, 1978,

ferable.
2. Technology is not a Magic Prescription:
by increases in capital and Labor.
(1)
p. 24.
(2)

Dr. M.M. Ismael, '"Problems of Technelogy Transfer from developed
o developing countries', Social Sciences Magazine, Oct., 1976,
p. 26.
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Technological progress contributes to economic growth by:
a. Increasing natural resources through new discoveries.
b. _ Discovering new uses for the existing resources.

c. Improving the productivity of existing resources, (by using

fertilizers for instance).
d. Discovering new production methods.

At first glance, it seems that the developmental process is depen-
dent on technological progress or the import of technology .

But this is wrong. It is also wrong to believe that the transfer
of technology alone is sufficient to accelerate growth and end
backwardness and dependency on the outside world. For development
means a change from conventional into modern technical methods

in all sectors and not only the increase in empioyment and the

use of capital. However, this does w¥ mean that technology works
like magic and that its acquisition should necessarily produce

positive results.

Technology depends first and foremost on man and his ability .

The lack of absorption capacity and innovation renders the
imported technology an enclave in the economy which opens the |
door to new“colonialiséjand dependency. On the other hand, tech-
nology should be viewed within a comprehensive developmental stra-
tegy framework in order to utilize it effectively. Therefore the
availability of capable human element and comprehensive develop-
mental strategy are two necessafy conditions to overcome the

technological barrier.

Technology and Monopoly:

The developing countries suffer from a widening technological gap

between them and the advanced countries. The developing countries'’
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population constitutes 70% of the world population while their
income reaches only 30% of the world's income. On the other hand,
95% of the technological progress is monopolized by the advanced
countries while the developing countries share is only 5% which
indicates that the benefit of technological progress is not

(1)

distributed equally between nations.

There are many factors leading to the existence of the ever-
widening gap between advanced and developing countries. The most

important factors are : (2)
i

)

a, The existing cultural backwardness.
|
b. The insufficient importance attached to education in develeping
countries.
¢. - Insufficiency of governmental contribution towards scientific

and technological research.

d. The deterioration of the economies of developing countries

owing to the mounting external debts, shrinking aids and

inflation.
c. The brain drain from developing countries.
f. The ever-increasing costs of importing teghnology.
g. The unappropriateness of the technology in the advanced

countries to the preWﬂ\““B economic and social conditions

in the developing countries.

(1)

(2)

Maurice Goldsmith (ed.): Téchnological innovation and the economy,

Wiley Inter science, London, 1970,

Dr. M. Ismail; Op. Cit., pp. 28-29.
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Technology Between Imitation and Rejection:

Most developing countries and particularly Arab countries, con-
centrate their development policies on Western imported technology.

This was called"WJES¥€X*“E¥¥¥‘°“."iﬂ the past and known as

1

"Modernisation " at present

In the Arab World for example, Mohammad Ali and Tal'at Harb
(2)

followed the European style in the Egyption renaissance

Although Westernization is being condensed now and then, most

of the Arab policy decisions are still affected by an emulatory
style of modernization. Some extremists, however, call for a
complete rejection of Western style modernization because of

the potential dangers of '"technological colonialism". Thus, the
optimal solution, 'm HRe, BO's , 'S called: '"The strategy of self-
sufficiencey". Self-sufficiencey does not mean c¢omplete isolation
from the outside world. Japan and Russia during their isolatory
period .used to send their experts to be trained abroad and utilize

(3)

Unfortunqte\y , the self-sufficiencey strategy has not received

(4)

the help of foreign experts for a number of years

the due concern .

(1)

(2)

(3)

(4)

Bernard Lewis, The emergency of modern Turkey, Oxford University

Press, 1966.

G. Qadam, "Arab Countries: Breaking-out of Technological Backwardness',
in his book; Arab Economy facing The Chailenge, Dar Al-Taleeah, Beirut
1977, pp. 240-41.

Ibid; pp. 242-243,

Tbid, p. 245.
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. The Concept of the transfer of Technology:

Inventions and their applications are difficult, require a long
period and involve astronomical costs. The availability of the
appropriate environment as well as a large number of scientists,
researchers, technicians and skilled manpower are essential pre-
requisites for inventions and their applications. While these
prerequisites are sufficiently abandant in the advancéd countries,
their scarcity in the developing countries force these countries
te rely on imported technology.
In fact, some developing countries, managed, by importing technology,
. to accelerate development and affect a change in their economic
structures. They failed, however, to achieve the required goal and
hoped” of qualitative change and hence, their position as exporters
of raw materials and, importers of infermediate and manufactured
goods remained unchanged. The failure of the imported technology
to bring about the expected changes indicates the difficulty of
importing technology for development owing to the monopolistic
power being exercised over its sale and distribution. The point may
become clearer if we replace ''technology transfer' by 'Marketing
technology”]).
For the transfer otiechno]ogy is basically a commercial transaction
between buyers and sellers agreement upon a certain price for the

~transfer and operation of technology based on arranged contracts,

1) Bichara Khader: Du transfert téchnologique 3 1a maitrise de la
technologie, DVLP, Université de Louvain, 1980, p. 15. and:

Mustafa-Kamel Bouguerra: le commerce technologigue entre pays
d'inégal developpement, Presse Universitaires d'Aix Marseille, 1977.
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2. Difficulties in Buying Technology:

There are bvious difficulties in the commercia
concerning technolgy. In many cases, we find th
the buyers and sellers are cbntr'dictory. For t
countries seek the inflow of technology accordi
conditions determined by their developmental as
the advanced countries and their multinational

at ma _imizing profit by monopolising the cxport

Under preéent circumstances, the developing
do with ouW¥ buying machinery and. technology, b

certain principles that must be observed in tec

a. -The imported technology must be appropriate
and qualitatively so as to meet the basic n
developing country. The objectives must be
to cover the technological shertages in the

facturing programes in a determined period.
b. The imported technology must be easily and
¢. Scientific and objective criteria must be e

comparing and choosing the imported technoll

with the developmental priorities.

1 transactions

at Jthe aims of
he|developing
ng| to certain

pirations, - hereas

corporations aim

qf technology.

countries cannot
ut there are

(1)

hnology transfer?

both quantitatively
eeds of the
¢learly defined

country's manu-

quickly absorbed.

stablished for

ogy in accordance

d. ?*Qu\é\hﬁa' the basic structure is an essent

ial requirement

for the introduction and adoption of the imported technology.

For reasons that will be explained later, we ra

these conditions are strictby observed.

(1) D.S. Radwan and M.A. Jaber, Op. Cit., P. 75.

RE L R e d e m ——— - P

rely find that
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The Problem of Choosing Technology:

Technology is not neutral ,.in the sense that it is determined
by the conditions, the objectives and the needs of the production
units dealing with it. There exists various schools of thought
about the most appropriate technology to employ the available
resources for the best and quickest achievements so as to narrow

the gap between advanced and devéloping countries.

The requirement of the development plan itself determines the
dynamic concept for the process of technological choice in line

with the conditions of each developing country. In this respect,

there is no ready—madé technology|which can be called "appropriate

technology" that can be imported és if it were a magic tool which
. i
will achieve wiracies, '

There are several internal elements which are essential for the

(1)

rationalization of the choice of technology for development.

“a. The existence of a political leédership which believes in

the masses and strives for their weclfare.

b. There must be a central economic development plan which includes

a program for technological and educational development.
c. The development of human resources.
d. Attending the educational policies with the due consideration.

e. Improving the research and development centres.

(1) This is a summary of F.S. Jaber's study, Op. Cit., PP. 45-48,
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f. Encouraging the active role playcd by the universities and

higher institutes. !
!
g. The procurement of the scientific and technkcal information.

I

h. Adopting continuous training and informal education policies
in the various activities. !
!
i. The establishment of national engineering %onsultancy bureauX.
j. Rationalizing the use of the manpower‘and ?urtailing the
brain-drain. [ ‘

|

The availability of theseelements|helps to avoid sef ious mistakes

in choosing technology. But we capnot ignore Ehe exporting
country whese objectives and conditions may noﬁ necessarily coin-

1
cide with those of the importing country.

There are only few outlets in the international market which are
dominated by the seller who, in many cases, impose his commodity.
For the market of technology is being honopolibed by a limited
number of countries and multinational corporations which offer for

sale only the technology that they plan to selil. Moreover, the

sold technology is often not advanced thus the dependency is

not removed.

This means that the choices open to the develqping countries are

. limited by considerations determined by the m&nopolistic

(1)

sources . The problem gets more complicated due to the fact

that the information available to the developing countries about
alternative technologies is very limited because of thelcﬁbuve -~
‘mentioned monopolistic situation. This situation forces the
developing countries to use technology designéd to suit the social
and economic conditions of the advanced countries which assumes

the following conditions:-

(1) S. Jaber : Op. Cit., P. 77.
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a. High per-capita income.
b. Large size of the mgrket.
c. Abandance of capital.

d. Scarcity of labor.

e. Adfanced industrial base.

Obviously these conditions are noﬁ prevalent in the developing

countries conditions and since changing these conditions is very

“difficult the alternative is to modify the imported technology.

4,

(1)

Intermediate Technology "~ :

From the foregoing we can assume that technological progress for
developing countries may achieve better results if it were independent
from the pressure imposed by the contemporary technology which is
developed and evaluated in the industrial countries.

Therefore, the call for intermediate technology" has emerged(?)

There are many idioms used to mean the same concept such as: the
- & oy . Ly
appropriate technology, the "soft'" technology and the inexpensive

technology. There is no need to indulge in a fruitless debate

. . . A '
(1) Nicolas Jequier: La technologie appropriee: problém‘ et promesses,

0.C.D.E., Paris, 1975.

{2) Ernest Schumacher: Small is Beautiful: une Sociéte . & la

mesure de 1l'homme, Seuil, Paris, 1978,
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(1)

about these concepts, but suffice it to say that the aims of the

intermediate technology-irrespective of its label

contridict the following objectives:

- should not

a. Limiting as far as possible the usage of the natural resources

only to renewable resources.

b. Preserveé these resources.

c. Self-sufficiency for the various regions within the country.

consumption affairs.

!

: : !
d. Direct control of the produceTS over their production and

t

1

e. Putting an end to exploi\zlkl?fT
|
£, Environmental balance. ‘

These objectives are difficult to achieve and

constitute

a call for a social system. Naturally, many developing countries

are sceptical about the intermediate technology and consider
' .

it as a cynical method for the establishment of a final barrier

between the rich and the poor countries.

(1)

For more details about this subject see:

Bichara Khader: "Reflexions sur les transferts des techniques"

in Technologie et Tiers-monde, F.I.U.C., Louvain,

11.19.30.

la NewvVe, 1980,
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Methods of Technology Transfer:

Technology can be transfered in three forms:

L3

a. People, b. Machihery, c. Engineering.

The devéloping countries may obtain technology from the advanced
countries through several ways - within the limits mentioned

(1

above. They can, for example, import technology in the shape
of machinery and capital goods, or through investing directly in
multinational corporations. Technology may also be obtained
through franshising or licences. iHoﬁever, the differencés between
these methods are related to the éegree of dominance over the
usage of technology. This dominance is inversely related to the
stage of development of the develéping countries. The more
developed the country the strongef is its baraining position

and ability to break away from the limitations and direct control

of the source of teclinology. These limitations are:-
a. Changing the bought machinery,

b; Changing the exports.

c. The imposition of certain guarantiés ..

d. Changing competition.

e. The confinment of technological impact.

(1

UNCTAD: The Channels and mechanisms for the transfer of technology

from developed to developing countries. New York, 1975, p. 13.
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The developing countries do not only have to face these

(1)

limitations but also the costs of transfering technology.

Conclusion:

In the first part of this study we tried to shed some light on the

dimensions of the process of importing technology. We delibrately

avoided complex and fruitless theorising. The process of importing

technology is by no means an easy task, but there are certain

principles involved. These can be summarized as follows:

A direct relationship exists between scicentific research and
r

economic development. ‘

:
Science is not only discoveries and knowledge. Neither it is
machinery, goods and methods. For all -these conceal a certain

style of thinking and working methodology.{z)

The most serious problem in the developing societies consists in
their inability to integrate their scientists into the National

framework.

Developing countries may benefit from the advanced countries

through the media, patents and the import of technoiogy.

(1)

(2)

Dr. I. Kajar quotes some astronomical cost figures for the direct
and indirect costs of importing tedlno]ogy: see his paper "The
developing countries and the technological challenge', Social

Services Magazine', August, 1978, p. 39.

Technology is often-wtengly-considered as a neutral element, Pierre
Gonod, '" Nonvelles representations des transferts technologiques",

in ReVu’ Mondes en Developpement Paris, J.S.E.A. 1977..
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5. Technology is imported by contractual agreements, bul the cost
incurred in the process is very high in addition to limiting
the importers’freedom. This means that the companies often
refuse to sell certain technologics. Moreover, in many occa'sions
the sold technologies would not be appropriate for the
developing country's conditions, and it would rarely provide for

larger employment opportunities.

Sound scientific and productive structures are essential for
the importing countries to benefit from the inported technology.(l)
In conclusion, we cannot consider any society as being technological

or moving towards technological progress if:
1. The imported machinery is not appropriate.

2. The people cannot gain the required skill - or develop it

locally.

3. The benefici ries constitute only a small sigarngn¥in the society,

then there will be no incentive for innovation.

4. This leads to the drain of the factors of production (Human and

natural resources) to meet the increasing costs of importing

‘cechm:ology.(2J i

(1) I.S. Shalash, '" The. Technological Issue and its use in the Arab
World," Arab Thought (Al-Feker Al-Arabi)} No. 7, 1978, p. 89.

(2) Dr. G. Qaram; Arab Economy and the Challenge, Dar Al-Taleeah,
Beirut, 1977, p. 235.
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TECHNOLOGY AND DEVELOPMENT IN THE ARAB WORLD

(x:

Introduction:

Political independence is bound to lose its real value and meaning

if it is seperated from its economic sense. There is no exag?tra¥NQV\
in adding that technological independence is just as important as
economic independence., Economic dependency reéults in losing the sense
of independence in the country while technological dependency leads

(1)

to a loss of identity.

I1f we ask ourselves in the Arab World; where do we stand in this
respect? We must frankly admit that we are technologically backward
and suffer from dependency in this field. Our role is mainly confined
to following the news of scientific inventions , admiriﬁg them and
then attempt to acquire technology despite the astonomical costs
involved, forgetting at the same time that technology is not only
the erection of a plant or a machine which could be operated at the
touch of a button yielding the henefits of development to the society
(2)

at large.

This 1s breifly the Arab  condition at present. To say the least;

it is a hopeless condition which implies two dangerous matters:

(1} Dr. A. Issa: "Scientific - Technical Cooperation between Arab

Countries" 0il and Development, March, 1979, p. 34.

(2) M . Nasif and M. Shaker, "Technology and Arab World", Arab
Economy, No. 33, March-, 1979, p. 36.
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1. Confining the conceptlof development {which 1s a comprehensive pro-
cess by necessity; social, econcmic, eduditional, political,...
ect .} issue to an economic - technological issue unrelated to

other aspects.

2. Transferring the developmental process into a mere emulation of
the Western model which is viewed as the panacea for chronic
backwardness.(l).This view rests on bringing back to life the
old evolution theory. In his book, " The stages of Economic
Growth - Non-Communist manifesto", Rostow mentioned such develop-

(2)

to such an extent that he ordered it to be translated into

(3)

mental view . President Nasser was very impressed by the book

Arabic.

There is no need for more details, but we mentioned the two issues
above to draw the attention to the result that the Arab’ tech-
nological progress must not be confined to emulation but must be
innovative. Innovation in this field is the only gaurantee against
the dangers of waste in development. Dr. H. Sa'ab mentioned some of

. (4)

these wastages:

(1) D.M.A. Al-Suaby, "About the sociological concepts of development',
011 and Development, April, 1978, p. 43.

. L
! . -~ - . . -
(2) W.W. Rostow, Les etapes de la croissance economique, Sewil\" | Paris

1963.

(3) M.H. Heykal, les documents du caire, Flammarion, Parise, 1972,
p. 174. '

(4) Dr. H. Sa'ab, "Futuristic Comparison of Arab Development', Dar

Al1-Elm LL-Malayeen, Beirut, 1979, pp. 258 - 260.
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a. Wastage of Wealth: 0il represents the most important single
item in the Arab. Wof\é- 0l Vs an axaawgh‘c_\ef .resource and

must be transferred into productive and developmental wealth

b. Dependency: 0il revenue is yet to be put into productive processes.
If this revenue is notxACseV1‘AS§$ we only accentuate our

dependency.
¢. Emulation: Arab = capital must be used for the realization of
an Arab: Developmental Model which is based on innovation

rather than emulation.

d. Individuelism: despite lip-service, there is no unified Arab

policy or plan to invest the Arabs capital productively.

e. Imbalance: some Arab countries are capital-rtich while others are

capital-poor.

The success in avoiding there wastages consists in adopting an Arab

comprehensive development plan based on the following:

1. The adaptation of science and technology in the advanced countries

innovatively.
2, Gradual movement from adaptation  +*o complete innovation.

3. Optimal implementation of new technologies in development

sectors.

1. The History of Science and Technology and the Arabs:

Since we are talking about innovation, we must remember that the
Arabs reached a high level in the past. This fact is referred to
by the great American Historian Sarten., In the Middle Ages, the

Arabs had built a fine culture and applied technology to various
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Arts and Sciences of which the Europeans used a great deal.(l)

The examples are plentiful.(zj Paper manufacturing - which

spread gradually through the Islamic World in the eighth century-
was introducted into France only in the thirteenth century. In

the same century sugar industry came to be kmown in Europe

while the Arabs had been planting sugar cane in Palestine, Egypt.
Sicily and Spain for a long time. The same goes for metals,

copper and iron industries. Europe had to wait until the end

of the fifteenth century before they could start their chemical

industries whereas the Arahs were well advanced in this field.

The examples of transferred technology in the middle ages from
the Arabs to the West are ample. This indicates the dominaxvnCe
and refinement of the Arab  Technology up to the fifteenth
century. This means that Arabs must seek the missing ring which
could bring back the innovative spirit which made the Arabs of

the Middle ages a model to be followed,

(1)

(2)

Ibid., p. 257.

These examples are quoted from a study prepared by the Department

for integrated Sciences studies in the Arab development institute

Beirut , Al-Feker Al-Arabi, No. 7, 1979, pp. 151 - 165.
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2. Arbitrarinessin Transferring Technology .o the Arab World:

Technology in the Arab World is tied to the manufacturing policies
which are based on joint ventures with multinational corporations.
The shére of these companies is between 20-49% of the capital
There is a noticable development here, especially after the rise
in 0il prices. This development is the adoption of manufacturing
- for - export strategy which started in Tunisia and spread to

the Gulf-States, Saudi Arabia, Egypt and Syria.

Looking at the manufacturing stiategies in the Arab World we

can sce that:

a. Foreign companies have a vested interest in transferring

_ certain types of technology,

b. The import of technology into the Arab World was not

5ubjeckea to constructive economic planning.

The joint industrial projects or the sale of ready plants and
factories by the maltinational corporations yield to them the

(1)

following gains

1. In the light of the new international division of labour,
the transfer of some technologies which are neither complex

nor advanced became a strategic objective for the corporations.

(1) This is a summary of Dr. S. Al-Hafed study, ' Manufacturing - for -
export strategy: Its contents and results,' Al-Faker Al-Arabi ,
No. 7, 1978, pp. 166 - 184 . |
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2, Since chemical, primary and intermediate industries require
abondance of capital, the multinationals tend to establish
such industries in the Arab States because of the availability
of resources and capital. In this way, the financial butden s

shouldered by the oil-producing countries.

3. The multinationals avoid the risks of m;—trké.’r\“'\% H’\“- %—'\"\4\

products.

4. Guaranteeing the flow of 0il to the new factory from the

Arab. Dpartnes

5. In the light of the inflationary pressure in the oil-
producing states, the multinationals realized that it is
more profitable to sell them ready plants instead of entekigua iy

a partnership

6. There types of projects may not produce competitive products

because of the fast changes in the cycle of production.

7. The multinationals attempt to internationalize production
by establishing manufacturing units within a unified com-

prehensive policy comprises its interests all over the world.

This comprehensiveness and its market-dominating and profit-

maximizing behaviour implies that:

a. Production must be carried out at the location which yields

maximum profit.
b. Production is preferred as a part of the technical chain.

From this we can deduce that the choice and transfer of tech-
nology was not up to now - with the exception of few cases - in
the interest of the Arab economies. The transfer was costly and

the choice wrongful. This wrongful choice lead to the erection
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of industries which provides only few job epportunities and of

low efficiency.

These industries constitute a heavy burden on the financial
resources of the Arab countries. Such industries,depend on
technologies operated by foreign experts,undermine the potential
of Arab exports.:

All this is caused by the inability of the Arab states to
evaluate economically the new technologies which should take
into account the following factors:

1. Financial investment.

2. Industrial structures.

3. Production framework.

4. Production period.

5. Specifications and criteria.

6. Competitive alternatives.awg \:»a.\"?—v\\"S-

7. Present and experxted demand.

8. Costs of production from the standpoint of the new tech-

nology.... etc.(]]

(1) See the study prepared by the Department of economic studies
of the Arab development Institute - Beirut Branch, issued in
Al-Feker Al-Arabi, No. 7, 1978, pp. 23 - 46. '

[
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All these factors need detailed studies which can only be carried

out by an advanced planning unit.

Feasibility studies for industrial projects in the Arab countries
are often undertaken by professional consultants abroad. In many
cases, thece studies are never implemented, because the Arab
countries lack the specialized experience in the international
market conditions as regards technical patterns, manufacturing
methods and production tools aﬁd machinery. In planning technology

transfer they depend on foreign expertise.

This dependency leads to two negative results:
1. The experience gained by foreign experts under certain
conditions and wiﬁhin the economic set-up of their environment
i
may not necessarily be the type of experience sought by Arab

countries,

2. Foreign experts often reflect their countries' interests

when undertaking feasibility studies for developing countries.

The lack of technical control ability in the Arab countries makes
matters worse. Feasibility studies reports are submitted
by foreign experts to their Arab counterparts on the assumption

of equal technical ability. This,is being untrue, results onl& in

m’

wastage of funds and efforts.
Therefore, the Arab countries are facing a vicious circle which
hampers its technological progress and hence its manufacturing

strategy.

{1} Dr. D.5. Radwan and Dr. M.A. Jeber, Op. Cit., p. 85
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What is the solution? The solution consists in the recommenda-

tions of Aden's conference (Feb. 1979). These recommendations

are listed below without comments; but they evidently pinpoint

the difficulties encountered in the path towards technological

freedom:

1. Setting up national establishments specializing in the

organization, transfer and adaptation of technology so as

to perform the following activities:

Planning certain strategies to regulate the process of

technology transfer and determining its priorities.

The establishment of choice criteria of technology in

accordance with comprehensive development plans.

Establishing unified and appropriate specifications and
measures for the industrial products.

Establishing national criteria to serve as guideMinss when
signing technelogy transfer agreements and evaluating

existing agreements.

Registeﬁn% existing industries as well as contractual

agreements signed with technology exporters.

o-ocumu\}‘\n% and circulating the latest technological infor-

mation.

Choosing suitable industrial zones and providing them with

the essential infrastructure.

2. The development of - ‘national knowledge, expertise and

skills so as to play the role of:
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- Matching the output of educational institutions with

the manpower needs of the industrial development plans.

- Restructuring educational systems, expanding vocational
training programes and developing the national human
resources especially in the technical and modern management

fieldsa

- Establishing research and development institutes and
determining their basic fields and priorities to conform

with the suggested national plan for science and technology.

Furnishing a national technological environment which must
be suitable from the economic, political, educational and
social standpoints. Adopting an integrated comprehensive
development planning with science and technology as a basic

principle.

The unification and coordination of the Arabic effort in

technology transfer negotiations.

Working out a suitable formula to organize the work of

artisans and s illed workers with the engineers,

Ending all deals with ready projects and replacing them UJW¥{\

\icemaivg  agreements.

Acertaining that the process of technology transfér is in

accordance with:
- General Arab. economic, social and educational planning.

- Balanced geographical distribution of the transferred

technology.
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12,

13.

14,

15.
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- Population distribution.
- The balance between the various productive sectors.

- The balance and economic coordination between heavy,

intermediate and light industries.

Dealing with tested technologies which may be appropriate

for our conditions,

Seeking the elim nation of illiteracy.

Encouraging women's participation in industrial activities.
Setting up national engineering consultancy offices .
Simplifying and spfeading scientific knowledge.

Rationalizing the use of manpower and limiting the brain

drain.

Developing sound and reliable information systems between
the Arab countries and between them and the rest of the

world.

Calling upon the Arab scientific research councils ' to form

specialized reasearch units in all the science and technology
s a1ds. (1)

fields.

(1) Symposioum on: Technology transfer and industrialization problems

in the Arab World, Aden, Yemen Domocratic Republic, Feb., 1979,

/ .

final communique.
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A Y

Thege \bﬂei'fsch’“'“”“é“}‘°“$ are only a duplicate of the
recommendations prepared by the Baghdad symposioum (May 1978 )
for the U.N. confefence for science and technology which was

held by the Union of the Arab Scientific Research Councils.

These recommendations are a repetition - though in a new form -
of recommendation No. 4 dealing with technology transfer which
was adopted by the conference of Aral» Ministers responsible for
the application of science and technology in development. This
conference was held in Rabaat between 16 - 25 August 1976 and
called for by the Arab League Educational,Cultural and Scientific
Organization (ALECSO} and the Economic Committee for Western Asia
(Ecwa) . (B

The implementation of these recommendations is blocked by various
problems and owssvacles which emphasize the importance of the
subject we are dealing with. Therefore, we start from these
recommendations to show the difficulties encountered in their

implementation.

(1}

UNESCO , Science and Technology in the development of the Arab
States, No. 41 , from : Studies in the Scientific policies

documents, Paris, 1977 .
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A

The Scarcity of Establishments Capable of Evaluating and

The aforementioned recommendation indicate the dire need for the
creation of a technical body both qualified to and capable of
planning and appraising technology. Such a medium is missing and

if existent it would be old or inefficient.
In the absence of local appraising institutions, Arab countries

will remain completely dependent on foreign firms.(l) As regards

existing institutions, they are often inefficient owing to

(2)

As mentioned before, Arab countries especially oil producing
countries - tend to buy ready plants for their industrialization
projects. This procedure raises certain problems such as

(i) the difficulty of adapting the imported technology to local

conditions, (ii) the exclusion of local participation and

{3)

The study of the Economic Studies Dept., Op. Cit., pp. 28-29.

3.
Appraising Technology:
ineffective management.
4. Tﬁe Division of Technological Service:
(i11) the high costs involved .
(1}
(2} Dr. B. Khader, Op. Cit., pp. 18 - 19 .
(3)

G. Qaram ; Multinational corporations and the Third World Path
into Modern Technology', Al-Feker Al-Arabi, No. 7, December,
1978, p. 15.
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A

The solution is to examine the component - of the required
technology and appraise the technical, social and economic cost
50 as to el]minate the components that could be developed locally.
In this way local talents and resources are given the opportunity

(1)

to participate thus reduciﬁg total costs.

Financing industrilization in the Arab World raises certain
questions. For some projects cost double or more than double
Yhe cost of smiliar projects in industrial or semi-industrial
countries such as india.(2) Unfortunatly, there is no complete
(3) Trade marks,
liecense, the cost of technical expertise and transferred profits

are but only a part of the real cost of the transferred

A.H. Younis, "Technology transfer between dependency and self-

sufficiency", 0il and Development, November, 1979, pp. 71 - 72.

The cost of a Tractor Factory built in Algeria was § 87 million,

while a smiliar factory in India cost only $§ 23 million.

Dr. I. Al-Zaeem: "An attempt in appraising present and future,
technological relations between advanced and developing countries',
Arab  Preliminary Symposioum for the U.N. Conference on Science

and Technology for development}-Baghdad, May, 1978.

5. Financing the Transfer of Technology:
study which uncovers the exaggerated costs.
technology.(d)

(1)

(2)

(3)

(4)

Dr. G. Qaram, '"Financing technology transfer in the Arab World:
Historical view, '" a study presented to the symposioum on
"Technology transfer in the Middle Eastern Arab countries, orgainzed

by ECWA, Beirut, Oct., 1979.
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The situation is more complicated in the oil-producing countries
than in other Arab countries. In Kuwait for example, foreign
workers constitute 70% of the work force. The percentage is also
high in Saudi Arabia and the Gulf which constitute a financial

drain.

6. The Reverse Transfer of Technology (Brain Drain):

The incentives and inducements for emmigration of high caliber
Arab workers to the industrial countries are numerous;lSome of
them are: high living standqmds,“cultural advancement,(l) and
the availability of research and scientific facilities. But the
most important reason for emigration consists in the inability
of the Arab States to absorb the specialists either because of
the lack of scientific facilities or the lack of economic and
political stability .(2)
However, this does mel mean that absorption capacity would eliminate

(3)

emigration , but it would reduce it.

{1) A. Baha Al-Dean: ' The Educated and the Authority in the Arab
Countries™, Al-Arabi, No. 217, Kuwait, Dec. 1976, p. 60.

(2) Dr. K. Hamdoon, '"'The failure of scholarship students to return
to Iraq after graduation 1958 - 1970", Baghdad, April, 1973 ,
p. 28.

(3) Dr. I. Al-Najar "Developing countries and Achnological Chollenge',

Social services magazine, Augusi 1978, p. 33.
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What are the effects of the drain of specialists from the Arab
World? There are certain positive aspects of emigration of

(1

specialists from the Arab World such as:

1. Emigration of specialists is considered as a safeYy valve
for those countries experiencing a surplus in University
graduates. The remittances of the emigrants are also a

positive contribution to their home economies.

2. The emigration of graduates surplus climenates. the problem

of finding employment opportunities.
The negative aspects of brain drain are:

1. The emigration of specialists represents human and financial
loss, manifested by the opportunity cost of their potential
contribution to the cultural, social and economic advancement

(2)

to the home country .

2. Training expenditure of emigrants are considered as social
investment. Thus emigration represents a wastage of national
wealth(sj, since the returns te such investment acerwr@to

the receiving countries instead of the sending countries.

(1) M.Z. Al-Nadar."The Pros and Cons of Brain Drain'", Kuwait's Chamber
of Commerce and Industry Magazine, No. 120., Kuwait 1970, p. 3,
quoted from W.Y. Hadad "Emigration from the Arab World: Economic
Aspects, causes and emigrants conditions", 0il and development,

March 1979, p. 105.

(2) Dr. 0. Zaid: '"Developing countries and reverse transfer of

technology", 0il and development, May, 1976, p. 56.

(3) W.Y.Hadad, Op. Cit., p. 106.
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3. The émigrants play a positive role in the progress of
the advanced countries. A United Nations study for commerce
and development note that the 230,000 imigrants from
from developing countries in the period 1961 - 1972 contrib-
uted § 6000 million to the national income of the advanced
countries .(1) An American study reveals that the contrib-
ution of emigrant Scientists, Doctors and engineers to the

U.S. National Income reached $§ 3662 million in 1970.(2)

It is interesting here to note that although the Arab
oil-producing countries import foreign expertise, they do
not reap benefits by the same proportions. The reason is
that they are mainly employed on temporary basis and they

remit large part of their earnings.

4. The process of replacing the emigrants is much slower in
the case of the Arab Countries if compared with the advanced
countries. The replacementtiowaumdred emigrant speciaiist
doctors may take up to 15 or 20 years in an Arab country
while the replacement could be completed within two years

(3)

in the case of a country such as CGermany .

(1) UNCTAD, The reverse transfer of technology: its dimensions,
economic effects and policy implications, UNCTAD SECRETARITAT,
TD/R/C/6/7.

(2) National Science Foundation, Dentists, Engineers and physicians
from abroad: trends through fiscal year 1970, National Science
Foundation, Washington, D.C., June 1971, and N.S.F., emigrant
scientists and engineers in the U.S.. A study of characteristics

and attitudes (Washington , D.C., }11973.

(3) W.Y. Hadad, Op. Cit., p.l06.
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How can Arab countries deal with thc problem of the reverse

transfer of technology. Some Arab countries - as is the case

with various other developing countries try to Te?Fﬁ“ part

of their investment in emigrant specialists through the

medium of international aids. This however, remains a

temporary measure and does not solve the problem.

Arab countries may revert to the imposition of taxes on

emigrants' earnings which would make the potential emigrant

think hard before emigrating. Such taxes may reduce the rate

of emigration but would not stop it completely. On the other

hand, such taxes may force the emigrant to obtain the

nationality of the country of residence so as to avoid paying

the sur-tax imposed by the sending country. Sur-tax is not

the best solution. There are other methods some of which are

mentioned below:

15,

The establishment of will-equiped research centers for

scientists.

Determining the needs and potentialities of the various
sectors and distributing the specialists to these sectors

according to a sound pre-determined plan.

Encouraging the specialists through the ewnactment of laws
designed to organize scholarships, fellowships and studies

abroad.

The stipulation of the employment of a certain percentage
of Arab specialists abroad by the foreign companies when
signing contracts with these companies. This would gradually

reinforce the relations between the emigrant specialists.

The establishment of national organizations to organize

the returning precess so as to help returning migrants
- .

{c.c,\“'i"\m\'t-ste and eleminate any source o_t d\\i.enation or

dispair.
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These solutions rem n ineffective unless suitable social and
political conditions prevail. However, migration 1is being
restricted in the advanced countries owing to the economic
conditions, which may help towards solving the problem of

(1)

the reverse transfer of téchnology.

The Role of Research and Development: .

Research and development play an important role in the educational

and economic development. United Nations Statistics reveal that

the developing countires devobéiny 0.2% of their GNP for R § D

[¢)

. i .
compared to 1 - 3 % in the advanced countries.

We Rviow that in the developing countries there are two researchers

for every 10,000 people while in the U.S.A. there are 27 researchers

for every 10,000 people, 10 in France and 8 in Denmark.(z)

The situation in the Arab countries is no different from that of

the developing countries in general as shown in the following

table: (3)

(1)

(2)

(3)

Hussein G. Akari, and John T. Cummings: The Middle East and

The United States: a pattern of Brain-Drain'", International Journal.

Schiller THEBAUD " les syst%mes de recherche scientifique et
technique des pays en veoie de developpement' in TIERS-MONDE,
Janvier-mass, 1977// 719 - 130.

K. Al-Halabi, "Arab 3rain Drain in a blocked path", Al-Watan
Al-Arabi, No. 4., March 1977 p. 80.
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Percentage of GNP devoted to R § D for Selected Arab

Countries

Year Country %

1974 Algeria .13
1973 Egypt .83
1574 Iraq .25
1973 Jordan .31
1973 Kuwait .01
1973 Lebanoﬁ .40
1974 Sudan .33
1972 Tunisha .30
1975 North Yamen .25

The rise in the oil prices and consequently oil revenues contributed
to the promotion of R § D activites particularly in the oil-
producing states. However, R & D still occupies a low position

in the Arab countries. To change this vnusual situation, 1-2%:

of the GNP must be earmarked for R § D or about one to one and

a half billion dollars in 1981.

The fact that brain drain henders the promotion of R & D centers

does not justify the -sluggishness in developing these centers.

The following tables show the percentage of Arab scientists and

engineers in various Arab countries:
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¥

% of Scientists and Engineers (for

Country every 100,000 .'l"\\ﬂcx‘\-);i\:o.'v\\"_,’-’m._ )
Egypt 1657
Qatar 1573
Lebanon ' ‘1163
Kuwait 1139
Iraq 432
Bahrain 395
Libya ' 352
Saudi Arabia 395
Sudan ) , 84
Tunisia 61

South Yemen 22

Arab Scientists and Technicans Working in Government Sector

Only.(l)

Country Year Séientists & Engineers Technicians
Egypt 1973 593259 -
Palestine 1977 143750 -
Iraq 1974 43645 24689
Saudi Arabia 1974 33376 ' -
Syria 1970 27369 21297
Sudan 1972 13792 2739
Jordan 1975 9787 5498
Libya 1973 8319 10603
Kuwait 1973 12151 586
North Yemen 1975 ' 1394 680
Qatar 1875 1352 577
Bahrain 1971 829 8145
Tunisia 1974 3421 7714

Lebanon 1973 37000 8000

(1} This table is based on statistics provided by the UNESCO, 1976.
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To put these figures in their real prospective they must be

compared with those oi other countries. In the advanced

countries we find 29 engineers for e#ery 1000 people and in

Latin America 10 engineers for every 1000 people. As far as the

Arab countries are concerned we find differences. For Palestinians,
for eiample, there are 18;20 engineers and scientists for every 1000

(1)

of the population while there are only 1 -2 in Yemen.

Despite the availability of a number of scientists and engineers,
most of the Arab countries experience manpower shortages in the
fields of R&D . This may be attributed to brain.drain and to

the fact that a number of the scientists are not involved in

RED.

" The afforementioned UNESCO study estimates of those working in

RGD appear in the following table:

Percentage of Scientists Working in R & D our of Total Number

of Scientists in Selected Countries (Estimats):

22

Country

Egypt
Iraq

[V B

w O o Ut NN

Jordan
Kuwait
Lebanon

Libya

- o bl b [#3]
+ . . .

Sudan
Advanced Countries 10 - 50

Average for Arab Countries 1.0

D.B. Khader and N. Khader, Palestinian People: Human, economic
and scientific capabilities, Arab Research Centre, Louvain

University, Oct. , 1980.
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The important tasks of the R&D Centres in the Arab countries

(1)

include the following:

1. Regular surveying of the various resources and the possibilities

of their development and utilization.
2. The improvement of the production methods.

3. The preparation of feasibility studies for the national

development projects.,
4, Training technical and scientific cadres.

5. Development of science and technology information and

documentation centers.

6. The provision of supportive services to the economic projects
such as the choice of the appropriate technology, testing

products, standardization and so forth.

While these tasks were recommended by Aden's symposioum (Feb.

. (2)

1979), Amman's conference added the following:

1. The encouragement of co-ordinated national or regional

scientific research. ’

2. (Guaranteeing the free movement of Arab scientists.

(1)

(2)

A.H. Younis, Op. Cit., p. 73.

Symposishim held in cooperation between the Union of Arab Scientific.
Research Councils and the Royal Scientific Seciety in Jordan, Ei.

the final report.
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3. Ce-ordinating the activities of the research centecs,

the university, technical institutes and planning centres.
4. The provision of sufficient funds.

5. Dealing with the low demand f? the results of the national

scientific research.
CONCLUSION:

The outcome of this study is that technology is an elastic or flexible

concept, and that the concept of transfer is elusive.

Technological knowledge, machinery and skillg are different but
related combinations. Machinery and skills are often available in

the market for sale but under certain conditions impased on buyer.

The main feature of technological knowledge is that it cannot be
bought (1) but it can be learned, and learning requirements differ
from commercial transaction requirements. Learning and education is
a relatively slow process. Usually, Arab countries seek insTantaneous
results. Therefore, Arab countries policies aim at obtaining the
machinery and services rather than absorbing technology. |

Buying machinery is also restricted by various internal as well as
external constraints with negativ® consequences for Arab countrieé.
This indicates the necessity for adopting a new scientific view of

(2) '

the process of technology transfer.

(1) Dr. A. Radwan, "Technology Transfer into the Arab World", in
"Studies in Economics, politics, and law', Fifth Diplomatic
Seminar lectures, organized by the Foreign Ministy of the U.A.E.
in Abu Dahi, 1977, p. 190.

(2) A.H. Younis, Op. Cit., p. 74
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Arabs can determine their own destiny, but this calls for an integ-

(D)

rated scientific planning based on

Firstly: quoting innovatively from the advanced nations and organizing

the scientific centres and institutes.
Secondly:the movement from-quotation into technological innovation.

Thirdly: optimal implementation of technology benefiting from the

mistakes of others.

Success in this respect, requires understanding of the differences
between development and advancement. Also obtaining technology
must reflect the needs, conditions and environment of Arab countries

and not for CONSpicvuvy VEA50MS .

(1) Dr. H. Sa'ab: " Futuristic Comparison for Arab Development'', Dar
A -Elm ‘ Beirut, 1979, pp. 255-56.
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The Role Of Technology In The Comprehensive

Arab Development

Dr. Adib Haddad,
Economic Advisor,
Central Bank of Jordan,
Amman,

Jordan.
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THE ROLE OF TECHNOLOGY IN THE
COMPREHENSIVE ARAB DEVELOPMENT

-

Technology plays an important role in the economic and social develop-
ment in the developing countries and particularly the Arab Countries.
Technological progress-whether achieved through continous research ,
use of machinery, importing expertise, engineering or economic con-
sultancy or any other technical method- would accelerate economic

and social development in the Third World. For any nation, the higher
the ability of creation and innovation, Yhe faster it would realize
economic growth and social welfare. Technology, therefore, is the main
source of raising National Product since it increases the natural
resources, helps discover new uses of the existing resources and new
methods of production. Moreover, technology leads to the development
of industries, mechanising agriculture and developing the society at
large. Needless to say that the decisive factor is the human element

whose ability to develop, transfer and master technology is essential.

The new concept of technology has been enlarged to encompass innovation
and creation in addition to transfer and absorption. Technology consists
of all the inventions and innovations necessary for the process of

economic and social development at the various stages of development.

The innovative transfer of Western technology may suit our economic

and social requirements but must be done within a comprehensive Arab
plan. Such a plan must be based on building a special technological
environment through the development of the institutions and basic
structures which constitute a pre-requisite for the process of sclf-deve-

lopment in the field of technology.

The question now is: how can we develop the imported technology and

tailor it to suit our economic and social conditions?

Before answering this question, allow me to mention some important

problems facing the developmental effort in the Arab World. No doubt,
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most developing countries-including Arab countries- suffer from a
basic weakness. This weakness is their dire need for the necessary
technology to build economic structures capable of keeping pace with
continuous development. Therefore, improving the methods of production
in agriculture and industry, improving communications and transport
- facilities, modernizing scientific and educational institutes are all
considered to be of paramount importance to the development of the

developing countries, particularly the Arab countries.

The process of transferring and developing technology cannot be
completed overnight. It took the advanced countries a long time to
reach the present level of technological progress. In addition,
developing countries do not possess sufficient funds to buy all their
technological requirements. Even if finance was no obstac<\e there
remaing the basic problem of absorbing the transferred technology .
There are basic conditions which must prevail for the transfer process
to be successful. It requires a high level of aptitude to deal with
scientific progress or machinery, or with the industrial or economic
consultancy because technology - in Yeality - is a revolution against
many conventional concepts. In this respect developing countries and
Arab countries must be careful not to take-in more technology then they

need and can absorb.

Past experience proved that advanced countries allow only the transfer
of simple technoclogies. More advanced patterns of technology are only
transferred if they accord with the vital interests of the advanced
countries and within a number of restictions to their usage. The
monopolistic feature of the technolgy market and the imbalanced power
of the transactors "lead to contractual agreements whereby the
economic surplus is transferred abroad in return for the concepts and

patterns of the Western social behaviour only'.

The development of the imported technology must be built on a scien-
tific base which requires organizing and enlarging the information base

and the institutional frame from both the organizational and the legal
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standpoint . This may seem easy to start, but it requires time and
effort. The lack of such a scientific base in technology is perhaps
the most important obstacle to the movement of Arab funds to affect real

internal development or build a modern economic or social structure.

It seems to me that the first "Corner Stone' in the process of develo-
ping and mastering technology in the Arab World is our educational
system. The universities, their laboratoriesand field studies produce
the ideas which constitute the nucleus for innovation. In the univer-
sities, the social conditions and needs are studied in order to treat
them scientifically. Scientific treatment is the application of science,
and the application of science 15 technology itself. Therefore, the '
Arab Nation must encourage universities' studies and research into

the problems, obstacles and real interests confronting the economic

and social activities as is the case in Japan. This of course calls

for financial support for the universities, the provision of sufficient
financial incentive for the researchers, promoting an effective Arab
system for the protection of patents and copy/rights and establishing

an Arab fund to finance the process of technologizing - as it were-

the Arab World.

The "second corner stone' 1S that existing industrial firms should
extend financial support for field and laboratory research into pro-
duction problems in the industry. The results of the research must be
adopted and applied. This is one of the important sources of developing

technology in the industrialized countries.

Finally the technology conference held in Amman in 1978 and the Union
of Arab Scientific Research Councils held in Aden in 1979, both
recommended certain procedures and methods necessary for acquiring
technological ability and establishing technology for the comprehensive
Arab development such as:

Programs and activities related to the acquisition.of productive

capability, the collection of the available technological information
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and analysing and publishing it; the unification and coordination

of the specifications, measurements and criteria in the Arab World;

utilizing the available Arab. . experience and establishing Arab

Centres for research and studies.

Dr. Adib Haddad

#



DISCUSS I ON
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TRANSFER OF TECHNOLOGY
AND
ARAB  ECONOMTC INTEGRATION

{Discussion)

Prof. Dr. A. Badran: Actually the transformation of any consumer,

society, such as ours, which depends economically on imports from all
sources, to a producer society, requires science and technology in

order to build up a national basis and a self-creative power and in
order to carry-out scientific research and technological transfer
adaptable to its own environment. In other words the supply of scientific
knowledge through teaching, training and scholarships i1s necessary to
increase the society's capacity to absorb modern technology or
environmental technology . In fact two problems prevent this phenomenon

from tooking place.

1st; the ignorance crisis amongst the decision markers about the impor-
‘tance of scientific research, science, technology and education in

the Arab World. The existence of funds of crude oil price increases
made it much easier to import technological packages without knowing
the content of these very packages. 5o we became a consume( sdciety,
the higher the ¢il revenues , the higher our consumption of ready-
made technology imports. Evenif we started a refrigeration factory it
would be an assembly plant, we just assemble parts made outside the
Arab World. Most of our industries are conversion industries. This
crisis must be overcome in one way on another; the process is going

on through teaching and training. In this field every Arab country
witnessed a‘ rapid progress. Our development 15 very recent although

we live on the most ancient spot of the earth. However of one considers
the independance period of the Arab World one finds reconforting signs,
For instance in Jordan around 99% of the children of the 6 to 12 year

age-group are at school. This is a good sign for future generations.

2nd, the industrial world has a monopoly over technology. This pheno-
menon has been the subject of study for several years. I attended the
first conference in the early 19705in New York in the Socio-Economic

Council. Its main idea was to create a scientific-technological policy.
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The last conference- The science and Technology Conference- I attended
was in Vienna where the developing countries called upon the indus-
trial ones to give them 0.5% of the GNP on the basis that developing
countries would start building up their own power and national :tech-
nology. This series of conferences showed that the industrial coun-
tries need the developing countries as technology conéuming countries
therefore they were not ready to help much. So the Vienna conference
achieved a small contribution from the industrial to the developing

countries, around § 100 millions.

1 would like to add another poiht, we always consider the industrial
countries as the major problem; it seems to me that we are looking for

a scape.goat. I believe that the time is right to start the South-

South dialogue, a solid inter-action between the developing countries.
There are many beneficial lessons to be learnt from the experiences of
Korea, the Philippines, Singapore and that of Japan which started from
scratch after World War II, and which witnessed a great technological
jump. These experiences adapted to our technological need will benefit

us as a developing Arab World much more than taking the non-environmental
technology which may be very sophisticated but which we cannot cope

with.

The South-South dialogue will give us the opportunity to consider the
experiences of the developing world. We should consider every experience
of the developing countries which face the same difficulties and they

could have achieved something worth considering, adapting and applying.

I think the time has come for the Arab 0il countries to earmark 1% of
their GNP (the figure suggested by the United Nations Science and
Technology Council) for Science and Technology by which I mean scientific
research, universities, scienceé, training and technology transfer

adjusted to serve education.

Dr. A. Haddad: You raised the ignorance issue is that a question?
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Prof. Dr. A. Badran: It is a fact.

Dr. A. Haddad : A fact ! Then I return the issue to you as one of

the responsibles and the President of Yarmouk University. How could
the ignorance issue amongst the decision makers be solved? I , for

one, do not have an answer.

Prof. Dr. A. Badran: 1T think that the Arab Countries are rapidly

growing and I believe the time has come to eliminate this crisis...

gradually.

Dr. A. Dajani: I have a comment that leads to a question. Dr. B.

Khader mentioned that 95% of the techﬁological stock is owned by

the developed industrial countries andjthat a higher percentage of
that is owned by the five major industrial countries. There are develo-
ping countries, including Jordan, which apply strict rules and laws
concerning licences and patents. These trade marks and registrating
'procedures are applied to protect the countries, institutions and
individuals having technology. On the other hand it has been mentioned
that these institutions etc. are monopelists exploitors and other
various descriptions. My question is : When the developing countries,
including the Arab World and Jordan, apply these laws and regulations
concerning the licences and patents do they, actually, work against
their own interest? If that is so, we should recénsider the subject.
It is known that Japan has violated or disregarded these laws and

regulations, should we follow its example?

Q{;_E;_EEEQEIE Concerning the ignorance crisis raised by Dr. A. Badran
there is a point connected to this subject, the lack of communication
between politicians and scientists in the Arab World. With regard to
the South-South Dialogue, it is true that this subject has not been
given the deserved importance. I would like to add that even if it is
better for the Arab countries to import modern technology from the
European countries at reasonable prices, the Arab countries do not have
a technological data bank through which they can rapidly check the
latest innovations. We receive information and data about innovations

through the brokers of the industrial countries and through the foreign
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experts with whom we are in contact

So the suggestions is good and it could be raised in the framework
of the recommendations {conclusions). We should also concentrate on

the importance of creating a technological data Bank.

Concerning Dr. A. Dajani’s question, it is right that the licences
and patents are registered in the countries of origin . Further more
there is a gap  between the scientific invention and its practical
application, a £ap  that varies between 2 to 20 years. Usually the
industrialized countries benefit from the registration procedures
more than the developing countries. There is no system in the Arab
countries to protect or guarantee the security of the licence and

patents of the industrial countries.

Dr. S.R. Vemuri: I apologise to the speakérs if I speak out of tune

because I gather, from the little English spoken *, that we are talking
about appropriating education to appropriate technology. One of the
condition which His Royal Highness Crown Prince Hassan mentioned ,

at the beginning of the conference, is that we should move from

imitation to innovation.

Now I wonder if it is the right place to discuss actual problems of
creating a data Bank or technolgy information bank based on the
structure of the Arab Economies rather than from the textbook of
classical, neoclassical, keynesian neo-keynesian Edﬁcb\g ., .The real
question is whether we are actually appropriating in terms of under-
standing the basic indigenous technology and then appropriating that
to the developmental patterns or are we talking about appropriating
superstructure technology and appropriating that to the development

and integration of the Arab World?

*  The previous discussion has been carried out in Arabic.
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Dr. A. Gueciouelr: I just want to make a brief comment concerning

the concept of transfer of technolgy. The operation of technology

transfer consists of three stages:

1. The import of machinery and equipment
2. How to use this stock of machinery and equipment.
3, How to produce locally machinery and equipment adaptable to the

economic, social and physical conditions of the country.

May I take the examples of Algeria and Iraq which are said to be the

most " industrialized'" countries in the Arab World. Both countries
stopped at the second stage that is how to use technology. They never
started the final'stage that is how to produce aw adapt this

technology to local conditions. These two experiences can be safely
generalized to the entire Arab World. Related to this issue there are two
interlin?eshuestions. First do the existing educational systems in

the Arab countries encourage scientific activities and scientific
research and second, do these very scientific activities and research en-
courage the acquisition of technology, properly understood, from

~the technologically advanced countries? .In my mind, here again the
South-South link could be one of the possibilities to cope with

the problem.

Dr. B. Khader: I start from the proverb ' if I have nothing better

than silence, I keep silent'. However, 1 want to clarify that when we
consider the problem of transfer of technology we treat the concept
know-what (the equipment we need to import), know-how (how to use

the equipment imported but we almost forgot, inte.ationally or

unint.entionally the concept of know-why that is why we import the

imported stock of equipment, in other words for which mode of pro-
duction. The connection between technology and developmental pattern
is a very important process. Therefore we must treat all these three
concepts (know-what , know-how and know-why} and their coherence as
a whole. Concerning what Dr. A. Guecioueur said, T have nothing

to add.
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Dr. J. Anani: I would like to talk about two types of transfer of

technology: the direct transfer and the reflexive transfer. Actually
you talked about the reflexive transfer but with less concentration

than the direct transfer.’

This issue of reflexive transfer of technology was raised by this

Royal Highness Crown Prince Hassan when the addressed the International

Labour Conference by proposing the cfeation of an International

Compensation Fund for the export of skilled labour. This proposal led
to several studies by the TLO and UNCTAD.

His Royal Highness also proposed the creation of an institution or
a center for technological transfer between the European and Arab .
countries, on the occasion of the 2nd EURO- Arab Trade Conference

held 1in Switzerland.

I should like to add that the Economic Commission for West Asia {ECWA)
has proposed the creation of a bank or a center for technology

transfer.

The Arab Technological needs are common and they are satisfied through
imports from the same group of countries. Each Arab country buys
technology on an individual basis thercfore they face a very hard
bargain besides the pain of 'absorbing”or''digesting”technology and

other consequences such as economic distortions.

In fact , there is a center whose aim is not only to deliver and trade
technological processes amongst Arab Countries but also to organize

the purchases of technology from outside the Arab World.

Another point worth mentioning is the Turn-Key Contract. Most of the
time we remove the letter 'm" and it becomes' Turkey contract' because
we do not benéfit from this type of technology. For example the Korean
construction enterprises are less costly, quickly executed and give

less "pain' to the host country, but they do not help in training
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local labour force. Sometimes they give subcontracts to local sub-
contractors and Jiscount a given percentage of the total cost for
using Jordanian workers.{This implies that Jordanian workers are less

-

paid for doing the same job.)*

Actually training process was mentioned but indirectly. Some colleagues
mentioned scholarships, university teaching and funds creation etc.. but we
did notmentioned training on the spot or on the position as a way

of transfer of technology. When we, as elites, say that the politicians
do not sympathize with us , it is partly true . However, not all the tech-
nology must be of a very high level, some processes are so simple that
we could develop and promote according to our industry. There is also

the application of technology at the consumer level. For instance the
usage of the car in the Arab countries was only for private transportors,
transport companies and the rich-class. Now the availability of the

car led to its misuse - There is no education for a proper use of
technology even at the consumer level. The misuse of technology at

the producer level has already been highly lighted. My final question

is to Dr. A. Haddad, it deals with the difference between transfer of
technology and modernization. You were talking about the functions of
technology, about moderhization, inmovation and new innovatlon aspects
etc... Do you consider modernization and technology the same thing?

Please clarify your position.

Dr. A. Haddad: Actually it depends on which stage of transfer of

technology you are considering the problem. Let us take the example

of Japan at the Dbeginning of its entrance to the"technology era ".

The mechanic use to disjoint the vehicule's engine , then study
carefully the possibility of producing similar parts which would in-
crease the driving process. Transfer of technology is the first step of
the modernization process. We purchase technology as long as we do

not produce it. I would say that the indigenous modernization process

follows the transfer of technology process.

* The editor.
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THE CONTRIBUTION OF THE EUROPEAN ECONOMIC
COMMUNITY TO THE DEVELOPMENT AND INTEGRATION

OF THE ARAB WORLD

The European Economic Community (EEC) 's relations with the

Arab World are conducted in four basic frameworks: the

so-called Maghreb Mashreq agreements, the Euroc-Arab Dialogue,

the Lomé Convention and various miscellanceous non-reciprocal
relations. I shall try to describe’ briefly” the way these

various activities have functicned and then examine, again

briefly, how these have contributed to Arab development and integra-

tion or how they may do so in the future,

As we are in Jordan, Let us take the Maghrehirbshreq agreements
first, These bilateral agreements with seven Arab countries
Algeria, Tunisia” Moroceo, Egypt , Syria, Jordan and Lebanon,
They form part of what is known as the EEC's ‘"global approach "
to the Mediterranean area and it would perhaps be useful to
describe, in a little more detal  the background and content of

this Mediterranean policy.

When the EEC was formed +in 1958" the Community of six turned its
attention to solving certain problems caused by virtue of the
special trade links that had traditionally existed between certain

of its Member States and certain Mediterranean countries.
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In particular one has to mention the cases of Tunisia and

Morocco which depended on France for some 80§Lof all theixr

trade when the EEC was formed, and Algeria which was part of
France until 1962 and whose production was geared to the

French market, Certainly the creation of European Eccnomic
Community with a commeon agricultural pelicy and a common external
tariff was a major and potentially disruptive new factor in the
efforts of these countries to add economic independence to their
political independence, It is in thése conditions that the
Community's overall Mediterranean policy has its origins, The
creation of a trading bloc as powerful as the EEC provided a
focus of economic attraction and in order that the economic
unification of Europe was not exclusively an inward-looking
phenomenon the six expressed their willingness to entertain special
relations with other partners. This willingness was taken up by
Greece and Turkey who sought some measure of integration into the
community, just as it led others such as Morocco and Tunisia

to ask for some other form of association,

The next majér step forward in the Community's Mediterranean
policy came in 1972 with the impending enlargement of the

Six to the Nige. It was then gbvious that there would have
to be significant changes to the trading patterns of several

Mediterranean countries notably Spain: Cyprus and Israel all of

I
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which were traditional exporters of agricultural products to '

the United Kingdom,

It was at this peint that the "overall approach" started to
take shape, It became clear that arrangements with
Mediterranean countries in respect of particular problems
could not be satisfactorily déalt ﬁith unless some attempt
was made to achieve a balance between the Community's
capacity to import and its partnerg' capa&ity to produce

and export, This process obviously reguired an overall
approcach to these problems, Additionally in the interests

of political balance in a highly sensitive region iﬁ was felt
that a gsimilar willingness to enter into close relations

with those Arab countries that bordered on Israel was called for,

So it was that in October 1972 « before the UK, Ireland
and Denmark formally joined the Community but when they were
already participating in the decision making process - the
Furopean heads of Government meeting at the Paris summit

declared - " That they attach essential importance to

LIS T N I B I IR Y
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the implementation of agreements that should be the subject of

a balanced and overall approach,"

What does this "overall Mediterranean approach " mean in

praétice ? First, the basis of the whole structure is a commercial
' regime which, if not common to the whole area, varied as it is "
at least makes the Mediterranean area in some way different from
other parts of the world with which the Commﬁnity entertains close

relations. The object, clearly’ is to increase economic relations

to the maximum profit of both sides,

The second significant-aspect of this approach is financial and
technical assistance. The European side is pledgedrto do what

it can to help resolve the problems of development faced by some
~of the countries of the region, Té this end many of the Agreements
have Financial Proteccols attached to them providing mcney for

development aid projects

Thirdly, there is the concept of ecconomic co—operatibn, The
Mediterranean countries want to dévelop rapidly” and the European

side should be prepared to help them industrialise and modernise their
agricultural sector.

R
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If they are to benefit from a preferential commercial regime
it is necessary to introduce new systems of production which can
compete on the European and World level, At the same time ;
it is necessary to introduce new marketing technigues,
Industrialisation furthermore is the méjor instrument at hand

to help the coutnries of the area absorb the surplus manpower -
which at present exists in abundance in many of them. And the,

|

modernisation of their agriculture is essential to provide

*
sufficient food for a population which is often growing fast,
The iﬁcrease of agriculfural self-sufficiency is clearly a most
important aim in itself in the context of the world-wide
shortage of foocd, But in addition it generates funds for the

import of equipment and "know-how" to speed up economic

development more generally,

Sucﬁ% a process requires that both sidesf the Community and

her Mediterranean partners; proceed on a basis of equality
and genuine co-operation, It i; not the intention of the
Mediterranean policy to institute some system of neo-colonialism
whereby the industrialised nations can substitute economic

domination for political control, It is not even in the

interests of the Community to try to do so,
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S50 long as there is no peace in the Mediterranean region, then the
peace of the European Community is at risk, BAnd the peace

itself will be jeopardised by vast economic imbalances, For

if we in Europe continue to live in relatively great - and
increasing - affluence while the developing countries who

are our neighbours do not considerably improve their standard

of living at the same time, thié will be an ever- present cause
of tension which will threaten the peace of tﬁe region, So

Europe has a vocation-which is not entirely altruistic but also
one of reascnable self-intexest - to be an active partner in the

development of the Mediterranean area generally,

This,then,is the philosophy behind the Mediterranean policy -
what has it meant in practice, in particular for the Arab
countries involved ? The Co-operation Agreements which were
signed in 1976 (Maghreb} and 1977 (Mashreq) and which came into
full effect on 1 November 1978 {although the trade provisions came
into effect on 1 July 1976 and 1 July 1977 respectively) each
contain a Financial Protocel which provides funds for the
financing of development projects in each of the seven countries,
The total amount available under these Protocols, which expire on

31 October 1981, is
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- Loans from the Eurcpean Investment Bank (EIB)
at ordinary commercial rates ' 298 million

European Units of Account (EUR) apprbximately USg 415 million

- Loans from the Commission of the European

Communities on special terms ’ 136 million EUA

appfoximately Us @ 190 million,

- grants from the Commission 145 million EUA

aproximately US g 200 million

This gives a total of 579 million EUA or approximately US g 805
i

million during the life of the present Protocols

The purpose of these funds has been twefoldy firstly’ to provide
money to help in the payment for major projects which will assist
the beneficiary countries to develop their economies, In this
particular context emphasis has been placed on the development of

the various countries' infrastrcture
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Projects such as the building of an electricity generating
plant in Egypt, the Aleppo-Tall Kojak road in Syria, the
, the Gafsa-Gabés railway project

industrial zone in Amman

in Tunisia clearly play a significant part in producing

circumstances more favourable te the overall development of

the beneficiary countries' economies ,

However this financial aid is not aimed exclusively at aperations
where the Community's activity is effectively limited to

signing cheques, The agreements we are talking about are, after al11”
cglled Co-operation Agreeménts and the opening Articles of them

place stress on the co-operation element, 'This means that the

. Community seeks to become involved in co-operating in the joint

realisation of projects which will involve the transfer not merely
of funds but alsé of experience, knowledge and technclogy, This
transfer is not always one way since we in the Community can also
learn from the experiences of our partners, As examples of such
co-operation projects I would just mention ¢ the co-operation with
the Royal Scientific Society here in Jordan and with the Centre
d'Etudes et de Recherches Scientifigques de Syrie and the
possibility of establishing a renewablé energy development
organisation in Egypt .

Y TR
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Nowf what I have described so far is the development aid aspect
of our relationship. In some cases the projects have a specific
social purpese which is an end in itself (e.,g, sewage

project in Egypt, the Rocade-Sidi Idriss canal to bring water

to Marrakeshf sewage treatment for 17 towns in Tunisia),

However the majority of these projects have as their aim the
furthering of that process of economic development whereby

our partners are able to compete, either in terms of import
substitution or by increasing exports, on a basis of greater
equality with other countries, ;otably the industrialised
countries, Indeed the Agreements state quite clearly that

" the object of (the) Agreement is to promote trade between

the Contracting parties, taking account of their respective
.levels of development and of the need to ensure a better

balance in their trade? with a view to increasing the rate

of growth of (the partner's ) trade and improving the conditions of

access for its products to the community market”,

The commercial provisions of the treaties are of great
important in the realisation of these aims, They state that
our partners c¢an export industrial products to the Community
duty-free. When the Agreements were signed they provided for
quantitative ceilings in respect of certain products

(e.g, refined oil, fertilisers, certain textiles” aluminium

and cork)) . ' P A
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above which customs duties could have been re-imposed. In the
event no such duties ever were re-imposed and these provisions

were abolished on 1 January 1980,

As regards agricultural proudcts’ the problem is made more

complex by the need to respect the EEC's common -agricultural
policy (CAP). Whatever one may think of this policy (and it

has been the subject of both spirited criticism and equally spirited
defence in recent years) it is clearly impoessible to grant
imported agricultural products concessions which will completely
negate the common pricing policyf which is one of the essential
elements of the CAP ., However within this limitation the
Agreements provide for concessions on some 80% of our partners’
agricultural exports - tariff concessions which normally reduce
the third-country tariff by between 40% and 80% , All of these
tariff concessions - in both the industrial and agricultural
sectors - are unilateral : our partners are not required to grant

any reciprocity to EEC exports,

Now if one looks at the trade statistics between the EEC and her
Arab Mediterranean partners the results are scomewhat mixed,

In 1979 the Community still had a substantial fa&orable trade
balance with each cf the.seven Arab Mediterranean partner countries

{although figues for the first gquarter of 1980 show that Algeria has

v .
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a surplus)., However, given the relative populations of the
Community and each of its partners this state of affairs

is scarcely surprising,

Breaking down the figures more, there afe some reasons for
optimism, Tﬁe countries that have benefited most in both

the agricultural and industrial sectors are Tunisia and”

to a lesser extent”’ Egypt. Morcco has in addition achieved
substantial real increases of exports of industrial products
but has not been able to sustain and develop the level of

her agricultural exports. Algeria, béing a major oil exporter,
is in a somewhat different category but Syria” Lebanon and
Jordan have reaped few benefits from the agreements

as they have, as yet, few industrial or agricultural products

for export,

However, and despite problems in certain sectors - the
Community remains committed to the spirit of the article of
the Agrement dealing with trade and which I have just quoted.
It is for thi\s reason that” with the funds for the

financial Protocol, we carry out in conjunction with our partners,

N ST
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export promotion activities designed to improve quality
control, packaging. advertising” storage and marketing.

It will take a long time for the effects of all these
measures to work through but the fact that some countries are
managing substantial increases in their exports: to the EEC at

a time of European recessicn is a sign of ‘what can be done,

So far I have spoken about the Community's relationg with the
Arab World in terms of the Co-operation Agreemenﬁs which
concern only certain Arab countries, It is now perhaps time
to consider that forum within which the Community has

.

relations with the Arab world as a whole : The Euro-Arab Dialogue,

As you we€ll known the Dialogue originated in the aftermath of
the October 1973 war and the subsequent oil crisis in the Western

World,

At the first meeting at expert level in Cairo on 14 June 1975
it was stated that "The Euro-Arab D;alogue is the product of
a Jjoint political will that emerged at the highest level with
a view to establishiﬂg a SPeciai relationship between the two
groups", Now, for the purposes of the subject of thils paper

the interesting aspect of the Dialogue is that it is a dialogue
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between the two regions - representatives of the various European
and Arab countries attend meetings not in their national capacity.
sut as members either of the European or of the Arab delegation.
This is, as far as I am aware, the first time that this has
happened and the contribution of this process to the integration

of both sides should not be understimated, In this form, at least)
each side has to reach joint positions on the topics - both economic
and political « under discuésionf Now I do not wish to make
extravagant claims for this process - the EAD represents only a small
part of both Arabs' and Europeans' relationships with the wider
world. Nonetheless I would submit that the willingness of the
community to deal, within the EAD, with the Brab world in its
entirety represents a significant step in the Arab search for unity

and integration.

Furthermore in the technical and economic discussions the principle
of seeking to resolve problems in a-manner which is acceptable to
the totality of Arab and European countries cannot but improve the

preocess of Arab integration,

\ Y T
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The working groupg-in the Dialogue cover such subjects as basic

- iﬁfrastructuref trade, finance’| agriculture, cultural®

social and labour affairs’ science and technology” industrialisation
and transfer of technology, There are sectors whicﬁ have an
extreme importance for the Arab world in it§ econotnic development
The fact of discussing them in the Dialogue gives to the Arab world
the real possibility of reaching common points of view on these

subjects and presenting them, in an international forum, to their

most important trading partners

In my opening remarks I mentioned the Lomé Convention, This might

be regarded as the flagship of the Community's development policy,
invo}ving the Community in legally-binding contractual arrangements
with some 60 African? Carbbean and Pacific countries in the fields of
development aid, trade concessions and a whole range of co-operation,
Arab involvement in this is small but four members of the Arab League

(Sudan, Mauritania’ Somalia and Djibouti) are signatories,

...-/-.......
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ﬁnder Lome I they received apporximetely 190 million EUA

(US § 265 million) of concessioﬂary aid and under Lome IIX

they will receive between 200 and 250 million EUA (US g 280-350
million). Additionally, Lomé provides for the stabilisation

of export earnings (STABEX) - all four countries benefit from this
emergency aid and the establishment of regional projects and
provision for EIB Loans. Thigs means that sigﬁatories of the Lome
Convention receive considerably more than the amount indicated in the

figures of the indicative programme,

Finally, in addition to the three major institutionalised forums
in which Europe's relations with the Arab world are conducted
there are a number of other things Europe does which provide

benefit to the Arab World

- /
wel cnn e



-252-

Provides basic food products {cereals, butteroil and

skimﬁed milk) to some Arab countries and via United Nations
Relief and Works Agency ' UNRAW) to Palestinian refugees.

In 1979 this amounted to millions and is'expected to increase
in 1981, The conditions under which this food aild is giﬁen
are designed to obviate damaging effects to local

agriculture

Another element of great potential interest to the Arab World,
particularly those Arab countries that do not have preferential
trade agreements with the EEC, is the Generalised System of

Preferences (GSP)

Agreement, in principle on the introduction of such a system ,

was reached at the second session of UNCYIAD in New Delhi in 1968,

The EEC was the first to implement such a system on

1 July 1971,

'l/-l'.-o.lc
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The main features of the system are as follows;

The tariff preferences are ¢

- generalised : they are normally granted by the majority
of industialised countries:

- non-discriminatory; they are accorded to all developing
countries without distinction=

- . wnajlateral. they are not the outcome of negotiations

with the beneficiary countries,

These preferences are not reciprocal : the beneficiary countries
are not required to grant corresponding duty exemption in

return ,

Industrial products imported under the generalised preferences
system enter the European Community duty free, within the limits

of certain quantities {celings or guotas).
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Once the limit is reached , the customs duties laid down
in ‘the community's Common Customs Tariff may again be

applied.

It is estimated that the wvolume of the offer in respect of
I

l .
industrialised goods in 1980 will be about US ¢ 8;750

million excluding textiles.

In the agricultural sector the preferential arrangements

apply to a list of processed agricultural products (currently

310 tariff headings). The preference takes the form of a partial
suspension of customs duties. With the exception of four
products (soluble coffee, cocoa butter, preserved pineapples

and tobacco)f which are subject to tariff quota arrangements® the
preferential imports are not subjectrto gquantitative limits,
Since 1977 the 25 poorest developing countries, as defined

by the United Naticns , enjoy total suspension of customs duties,
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A major review of the GSP is under way for 1981, At present
I cannot anticipate what the results of this review might
be. However indications are that in the future the GSP should be

even more flexible and more Liberal than at present ,

In giving this rather bald récital of facts and figures I am
conscious of the fact that I have l§ft very little time

for actually addressing the subject matter of this talk!

From what I have said I hope you will be convinced that the
Coﬁmunity is making serious efforts to assist the develoﬁment of
Arab countries, These efforts are in many cases enshrined in
international treaties which are binding on the Member States,
This, in turnf means that the tap of development aid cannot
simply be turned off when a country acquires a govermment whose
political complexion or economic philosophy is less congenial

to the Community,
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Additionaily we seek to contribute to the devélopment of

our partners in accordance with the objectives and priorities
of their own development plans and programmes. There is

no guestion of the Communi£y seeking to impose its own
_interpretation of the social and econémic needs of other

countries .

As regards Arab integration the question is_more complex,
The encourageﬁent of regional co-operation is a major.
element of the Community's development policy. However here
again we cannot seek to take the lead in promoting regional
groupings either within the Arab World or of the Arab World
as a whole, The initiative and impetus must come from the

independent Arab countries themselves,

Our co-operation Agreements with the seven Arab Mediterranean
countries refer explicitly to the importance of promoting

regional co-operatlon between our partners and other States,
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In the same spirit the Lomé Convention sets aside a certain sum
of money specifically for the financing of regional projects -
Similarly the last meeting of the General Committee of the Euro-
Arab Dialogue specifically invited the Working

Committees to concentrate their efforts on projects of a regional

character or of global interest for the Arab countries,

Thus it can be seen theat the Community acknowledges the Arab
aspiration towards greater economic integration and is
welling to play its part in bringing this about, The right
conditions for such integration® however, must be created’

in the first place, here in the Arab world itself,
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TRANF AND FINAMCIAL RELATIONS RETWEEN
THE E,E.C. AND THE MAGHRER COUNTRIES

The Strains on unity which the Arab countries are now undergoing contrast
sharnly with the confidence, euphoria and sense of co-ordinated purpcse
generated by the October war of 1973 with Israel and the huge increase

in o0il prices that followed. To those strains which were the inevitable
consequence of Egypt signing a peace treaty with Israel, have been

added new ones engendered by the war bhetween Iraq and Iran. Though in
both cases they involve countries whicy are not Arah - and one hesitates
say which of the Persian or the Israeli the Arab holds in lower esteem -
both crises directly affect economic relations bhetween individual Arab
countries and those between Arab and E.E.C. member countries.

At many times during the recent decade an ohserver of the middle east
political and econcomic scene could fairly argue that despite the many
tensions in the Arab World, underlying factors working towards unity
were stronger and being exﬁressed in many forms of co-operation.

Inter regional investment has grown considerably over the years and
surpluses from oil producers to the deficit countries have not Just
heen in the form of aid but alsc strictly commercial investments. The
Sudan - Kuwait investment Co. sponsored by the regionally oriented
Kuwait Foreign Trading Contracting and Investment Co. is one of the
older such institutions, hut a host of others specializing notably in
mining and shipping or ship building, have been set up.

While there has been considerable Goverrnment activity, the response
from the Private Arab Sector has been more muted, despite the spectacu-
lar forays of such promotors as Adnan Khashoggi or Ghaith Pharaon.

They appear to have invested more outside the Arab World than inside
but one can understasnd their fears: they have often been put off simply
by remembering the losses many of them incurred in Feypt in the early
1960's, The partonising view an Egyptian civil servant might make of
his nouveaux riches brothers iz also partly to blame, to which must

be added the fear of belng fleeced by a wily levantine of North Africa
which cne detects In many an Arab from the peninsula.

Investment in trade ventures and real estate has always been popular,
which is not surprising: real interest in equity and buying industriel
shares cannot be expected to come immediately to people who have little
real knowledge or practice of such areas of investment, added to which
the Arab World offers little opportunity in this direction, whereas

the London, New York and Asian stock exchanges do.
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Where there has been much co-operation is in setting up new banks and
making them work. Three immediately spring to mind and, as a journalist
specializing in such matters I can only say that the Union de Banques
Arabes et Francaises, BAU and GIB have become very well respected in-
stitutions in the international capital markets. The Leading Kuwaiti
houses must be added to the list as well as the odd private grcocup such
as the Sharijsh Group. Other hanks are seing their star rise fast -
such is the case of the Arab Bank Corporation. The emergence of these
banks has the further advantage of helping to recycle the petrodollars -
a subject which, rightly or wrongly, still arcuses considerable unease
in the West. These banks have, however, failed to stimulate any real
growth in trade between the different Arab Countries. This failure

goes back to well before the price of oil reose in 1973 - b,

01d timers and historians may remember that the Economice Council of the
Arab League which was set up in 1950 failed to convene until December
1953 and was not really active for the first fifteen years of its
existence, The Arab League was largely without an authoritative or
consistent economic co-ordinating agency. The Arab Common Market
whose activity started in 1965 but which still has few members, has
fallen far short of its hopes of breaking down tariffs barriers and
opening the way to a free market. The overall picture today however
is one of a region of essentially developing countries with long term
eccnomic ties to the west for the most part. The chances of a market
increase in inter Arab trade remain distant.

The difficulties standing in the way of a coherent regional economic
poliicy for the Arab States have always been as much pelitical as
economic, After the Second World War, the inherited colonial ad-
ministrative frontiers hardened under the impact of nationalism into
pelitical frontiers. These, in turn, were protected by tariff barriers,
and political rivalries encouraged. For example, many countries began
to concentrate wastefully on their own programmes of developing import
substituticn instead of co-ordinating the production of such goods.

A good example of this lies in the Maghreb where, because of the
different ideologies, Algeria and Morocco have failed to build anything
in common, and where Algeria, for all its spearheading efforts in the
North/ South Dialcgue, has never seen fit to invest s few hundred
million dellars in neighbouring Tunisia which could perfectly well have
manufactured more cheaply some goods its. eastern neighbour buys in the
west, This could have been done despite rather cold political relations
if only because Tunisia never posed a threat to Algeria, Turning te
Morocco, the question is more difficult as one could argue that the
Morocean political system has little of the economic/education

dynamism that characterizes Algeria. Co-cperation might have been
impeossible in the first place, But, here as elsewhere in the Arab
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World, much time and energy is sguandered on acguiring the lalest
military technoleogy, and the only redeeming factor in North Africa
is that neither of the twc largest countries has effectively tried
to bash the other to mieces.

I belireve that the differences, hetween countries are factors which
will hinder co-operation for a long time, and the rise in oil
prices has only aggravated them. Some Arab countries p ssess
mineral and agricultural resources, others little of either. In
addition some have pressing population problems, while others
sulfer from manpower shortages wntill recently, the inadequate

level of regional transport and development hampered the development
of regional and internal markets. When the crucial peint is added
that all Arab countries have been in the process of developing
their economies, it is inevitable that regional trade should have -
been of considerably less importance than itrade with the world
outside. ‘

Recent history has, if anything, aggravated the differences: large
oil producers have fallen into two categories, those which have
small pepulations and those which have since become known as the
large absorbers, i.e. the ones who could - or so it seemed until
the change of regime in Iran -~ spend freely because the needs of
their lsarge population were insatiable some countries - Saudi
Arabia, Kuwait and Libya - stand out in this group very fast ac-,
cumulated considerable surpluses of cash, Finding suitable outlets
was not easy and, as the chairman of the Arab Banking Company, Mr.
Abdullah Saudi, recently and rather wryly commented:

" If T invest in short term deposits, T am criticized
for keeping my investments in hot money, and if I
gc long, T am accused of trying to take over the
world™.

Recent articles - not least in the Financial Times - suggest that
Arab investors, be they state or private in nature, have come a
long way since 1974, with a little help from the US whose decision
to freeze Iranian assets last November sent a tremor round the
Middle East, even among American's finest allies,

In 1974 the channels open for surpluys funds were narrow: short
term deposits were the most acceptable means for the depositors
and the most flexible to absorb such a vast influx of funds quickly,

Since then countries such as Switzerland and Germany have broken

dovn the barriers which they had initially erected to stop a possible
influx of Arab money, while many Arab depositors come to the conclusion
that some of their money could only be deposited in less liquid form
than deposits: bonds, real estate, participation in company, equity
and, in recent weeks, a massive buying spree on the Tokyo Stock Ex-
change.
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Various guestions apertaining to these assets have been discussed in
the context of the dialogue between the E.E.C. and the Arab countries
they include the diversification of investment opportunity, the risk
of erosion by inflation and large fluctuations in exchange rates, tax
treatment, and - last but not least -~ assurance of protection asgainst
arbitrary coercive measures by host countries. On this specific
issue the E.E.C. party is understood to have accepted for reaching
measures to ensure against such measures as last year's freeze. And
it is worth noting that most European bankers differed from their
U.8. colleagues in their appreciation of the timing of the U.S.

move and the facters which prompted, a leading us bank to declare an
Iranian State Loan in defsult.

This difference in reaction underlines, better than other examples,

the fact that Burope, and in particular the LE.E.C., does have a
different attitude tc the Arab World than the US does. However, as
Claude Cheysson, the E.E.C. Commissioner in charge of development has
pointed out, the paradox in the Euro-Arab dialcgue lies in that in

what is a pelitical dialogue, Europeans have not, until recently heen
very keen to discuss political matters: another way of saying that
burope 1s powerless to influence the outcome of the Israel-Arab conflict.

The whole framework of the FEuro-Arab dialogue is rather grand if only
economic and financial matters are to be discussed but the initial
paradox remains.

When looking at the economic relations hetween the E.E.C. and the Arab
World,I do not propose to go intc too much detail. E.E.C. aid first of
all comes in three forms: disbursement is through three separate
schemes of which the Lome Convention and the Maghreb and Mashreq
agreements are by Tar the most important. Third is the nonasscciated
countries programme. Aid is split into grants and soft loans on the
one hand, and loans onrguasi commercial terms from the EIB or the
other. More impertant are the commercial agreements signed between
the E.E.C. and seven mediterranean countries, three in the Maghreb,
four in the Mashreg (Egypt, Lebanon, Syria, Jordan), Aid to these
countries from the E.E.C. is not great and most of it flows from the
EIB. Trade concessions however are crucial and threatened todéy ty
Spain's anticipated entry some time in the 1980's. Whereas Algeria
can look on without undue worry - the country learned a long time

ago when France cut 1ts imports of Algerian wine - how quickly such
concessions can disappear because of the comfortable income it derives
from oil and gas. Tunisia and Morocce cannct. They are Tinding access
rather 1imited, both for their textiles and their fruit and vegetables,
and likely to be further reduced, not only by Spain but also by the
deepening recession in Furcpe. Yet, despite their endeavyours , they
have not been able to find substitute markets. Solving the problem
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is important and the distinction between Maghreb and Mashreq is crucial,
the former being far more dependant than the latter on the E.E.C.

Here however is a perfect example of why just mcoaning and greaning ahbout
the restrictive mpolicies of the E.E.C - or for that matter, the rich
industrial countries - is unconvincing.

Domestic attitudes in the Arab World are zs much to hlame as cutside
factors: Wht does Algeria import over $2bn. worth of food produce
from abroad and hardly ever, if at all, think of going shopping in
Tunisia ? Libya buys Trom her northern neighbour but spends far more
nmoney tryving to subvert what is arguably one of the few regimes in
the Arahb World which has consistently spent virtually all its income
on economic develcpment and education. It hoasts the fourth highest
income in Africa - a mixed economy and a tolerant regime. Who could
boast of such virtues ameong the large oil producers 7.

Furcpe learnt the hard way, through centuries of war and continental
imperialism thal spending most of ene's efforts on econcmic development
was quite as-challenging a task as ruling by terror and seeking a few
more sguare miles of land: that lesson has not, for historical reasons
been learnt in the Arab World. It will have to,but the road will be
long there is hardly one country in the Arab World - outside the

Gulf - which is on really friendly terms with its neighbours. Those
which own large surpluses want a good return on their investments and
thus deploy them in the West. The aid they provide their brothers
with is minimaly; those who have large mopulations and mgney are
building up their industrizl base too guickly for it to be a sound

one (Vide Iran under the Shah), while poorer members go a begging.
This fragmentation inevitably leads to fragmented relations with the
E.E.C. As for the E.E.C., it does represent the collective egolsm

of’ the western countries, however generous some of its concepts and
senior civil servants may be. It too is going throuph a very
difficult pericd where more time 1is spent haggling over surpluses

of Tood - some of which the farmers are paid to destroy - that arguing
about longer term issues. For all these weaknesses the twc sides are
condemned te talk, 441k and talk again. The Arabs have oil and large
markets, the Europeans skills to teach and products to export.

Gecgraphy has always been important and in the past there have been
periods when working teogether in matters of trade, and cut, allowing
minorities when state houndaries led to brilliant periods of
civilisation. One can understand why, after a longz period when western
european countries - two in particular - dominated much of the Arab
World, there should still bhe strong resentment. But may be Arabs
should take to reading more seriously one of the World's greatest
historians -~ Ibn Khaldoun: his analysis of underdevelopment remains
crucial te the understanding of part of the Muslim World. Such an
examination is all the more necessary as the speed at which the
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population is growing in many Muslim States will outweigh any economic
advantage economic growth might have brought. The Arab E.E.C. dialcgue
has its place here but the outcome will depend essentially on how the
Arabs rule their respective countries. When observing the convulsion
of recent years, one is inclined to pessimism yet - ag Andre Malraux
put it @ intellectually I am enclined to pessimism but T will always
act — build things, argue nointswhat he called " optimisme de l'laction
That is why we are here today and why I hope we will meet again. '

Mr.F. Ghiles

B il
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Pr. A. Guecioueur: As you may have noticed the two previous papers

have many elements in introduction. Before giving the floor I would
to say that, as an Algerian, I do not remember having seen spanish
oranges in Algeria because this country does export orawsaes {o ‘JJtSFQI¥1

Europe.

Dr. A. Badran: I am optimistic and Mr. F. Ghiles is pessimistic.

According to him integration between Arab countries is almost
impossible now. On the other hand he is optimistic in developing
the North South Dialogue and particularly the Euro-Arab Dialogue
(EAD). I agree with Mr. F. Ghiles that political and social issues
constitute obstacles to economic integration in the Arab World.
There is no doubt about it. As it has been mentioned in another
paper we ''gear" economics to politics whereas it should be the
other way round. In the Western World, for instance, economics
comes first and politics is supposed to serve economic growth and

integration.

The EAD should be based on . yndidual cases. In the Arab World

we have socialist and capitalist systems and each group
containning several variations. In order to circumvent these
differences we should have dialogues between the EEC and individual

Arab countries.

This policy is already being applied to Cyprus and Spain., Each

mini-dialogue should be based on a set of Cr\k‘tfﬁ¢ato be developed.

For instance, what should be developed between Jordan and the EEC?

Let us take the Jordan valley.

in Europe agricultural items require glass houses in winter therefore

vegetables are very expensive to produce. We can develop the Jordan

valley with the EEC in terms of production , processing, grading ,
F;qkuﬁyu%and marketing . A direct flight could be set up between

the Jordan valley and the EEC in order to provide the latter with

fresh commodities in winter time. For this purpose the funding could

come from the EEC.Jordan can enter the European community and we
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do not have to look for Arab Economic¢ integration. Tunisia has

potentialities in this field too.

Mr. Ian Boag: I am optimistic but this does not mean that I am
unrealistic nor is the community unrealistic. Having endeavoured to
integrate, the nine European countries found out how difficult

i1t was. If we look at the number of the countries of the Arab league
(21), the difficulties of Arab integration are very real. If you

are in the business of promoting the community ‘s realtionship

with the Arab World clearly you have to be optimistic because if you

do not believe in what you are doing you might as well not start.

The second point is that on regards to a particular issue outlined
by Dr. A. Badran that the AW should do with the EEC on bilateral
basis, clearly we do we have a number of bilateral cooperation
agreements between the community and individual Arab countries.
That 1s natural at the present stage of Arab integration because
we, at the community, do not choose or select amongst the Arab
countries and say we will talk to you only if you come to us in
that combination or that combination of countries. If a country
wants to deal with us on an individual basis we will deal with
it on the set of criteria I mentioned in my paper. We are ready
to do with the entirely of the Arab World if the entirety of the

AW is willing and able to do with us.

Mr, F. Ghiles mentioned the question of integration in the
Maghreb. It is no secret that, informally ,when were negotiating
the Maghreb Agreements we suggested that if the three countries
were willing to reach a sort of "Mini-Lome' whereby Algeria
Morocco and Tunisia would negotiate jointly the joint signature of
our agreement we would be very willing to do this. In the political
circumstances which prevailed them and which are prevailing now,

it is perhaps hardly surprising that nothing came out of this.
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So I say Arab integration is something for which the essential cards
have to be created here in the AW., and the Community can only
follow on, support and develop but the basic plant seed must be

planted in the AW itself.

Dr. M. Saqf: I would like to make the point Mr. I. Boag has

fast mentioned. As far as Arab economic integration is concerned
this is a very endigenous variable and there is not much to do on
the part of others. If we want to integrate we should start at
home, no body outside can help us to any considerable extent

The contribution the EEC made to the cause of Arab economic
integration is very clear. It is the creation of the EEC itself,
it is the performance and the success of this community which
inspired the idea of Arab economic integration and integration
seeds at large in the World. So there is not much to do about this

subject exogenously since everything has to be done endogenously.

The EEC's contribution to Arab economic development is very clear
after the 1973 war. It has been said that the EEC policy revolves
around two pillars or has two poles Atlantisism on the one hand and
Arab oil supplies on the other hand. So the European policy is to

a certain extent a means of coordinating or mixing up these two
dimensions. Therefore as far as oil is the second part of the
European policy T think that the prospects of economic cooperation

are very vivid. This what should be explored in symposia

Dr. S.R. Vemuri: I am afraid T stand outside the dialogue of

saying that this Euro-Arab cooperation has led to division because
the Arab countries have been divided or regrouped into Maghreb ,
Mashrek and a Mediterraneaﬁcountries. The problem is that the various
levels of development of the Arab countries and their relations

with the EEC could have led to more regional distortions rather

than regional cooperations.
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The second question I have in mind is that I thought the best
contribution of the EEC to the Arab region is the existence of
something like an Arab Regional Development Fund and the establishment

of a machinery for developmental purposes.

Mr. F. Ghiles: I entinAT' agree with this very valid point. There

is a risk of growing distpctions because the levels of development
of these countries is very different, their historical background
is different and the risk of increasing existing distortions is
very rteal. If you take Tunisia you could argue that s relations
with the EEC are 100 percent beneficial because it has reached

a level of sophistication , education etc... which means that it
can benefit from most of what is happening. Some years it suffers
from quotas systems (textile) but Tunisia is still in a position

to benefit from its relations with the EEC.

If you take Morocco where illireracy rate is 90 percent land teviure

is essential feudal}central government has not really in 24 years
produced a coherent economic plan, you could argue that its

relations with the EEC o any other group of countries can be more
detrimental than positive because the problem is dia\ Jomastic natbure.

The country is just in no position to benefit from outside.

You could argue that Algeria and Morocco are complementary in many
respects, but you land with the real social-socio-economic Or
political problems. Algeria has a certain history , a certain
dynamism, a certain hardness and a certain conviction about a¥
% {s doing. Morocco is in a completely different system which
has the advantage of stability since it has not changed over 3
to 4 countries, but it also has all the disadvantages oﬁ_stability.
The two Couﬁtries have been growing apart and it is a very very
big problem to get them to cooperate-

If you take the relations with the EEC, Morocco 1is not

in a position to benefit from them half as much as Tunisia.
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Ot A RARIK +The contribution of the LEEC is probably the
most important thing that we can benefit from in this session.
How can the experience of the EEC benefit integration in the AW?
I present the following brief history of the development of the

EEC and how they arrived at their current situation

As early aé the 6o's Luropean countries realised that in order to
move towards economic integration they had to do something about
their tariff barriers, comparatively speaking Arab countries,
through the Arab League and on a bilateral basis, have done the
same. From 1958 onwards they keep trying to create systems whereby
tariffs are either eliminated, reduced, adjusted or made more
comparative within the AW and vis-a-vis the Rgst of the World . So
there is a similarity but this similarity stops here. I would like
ourselves to address this issue. Then the EEC made a quantum

jump. They realised that in order for them to go beyond tariff
barriers they had to do something about their financial systems.
They had well developed systems all over Europe. Paris, Zurich ,
London , Luxemburg, Rome and Frankfurt have been efficient financial
centers for a very long time. They needed systems that settle the
accounts between them and that had to account for the realisation
on the economic level. They created the European Monetary System
(EMS). The EMS operated for a long time in an environment whereby
international currency problems, national currency problems

between the EEC were mixed with trade relations, planning for
future reduction in tariff the establishment of joint ventures etc...
* As a result of this coordination what emerged was some kind of a
specialisation in productive capacity and toralimited extent more

mobility in industrial development within the EEC.
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If you compare this development to the experience of the AC nothing
of this sort has happened.-Although as early as 1948 there were

long dissertations, very descriptive in nature, as to the creation

of the Arab Dinar (AD) and that where we still are. We are discussing
whether the AD should be named this or named that, whether it should
be supported by gold or silver. We have not gone beyond the descrip-
tion of our Arab Dinar. Should be an establishment of a monetary
system there is no comparative thing to talk about within the Arab
experience. Then the EEC escalated further ih;integrative capacity
and it realised that economic units are now stradding borders

because of the facilities offered to them in other countries. It

was not unusual to see the economies of scal@ operating in one
country and destroying an industrial sector in another country,
without any resistance from the national government. Actually ways

and means were found to encourage this processus.

In no European currency all other currencies of Europe are tied to
in terms of adjustment fluctuations, pricing so on and so forth

Now you have basically an account settlement that is fixed of what
the financial markets will accept as risk and cost. They have a

tool that will allow them to relate to the international environment
as a groﬁp. In the Arab World there is no such a similarity. The

problem is how can we learn from this EFuropean experience.

Dr. A.Guecioueur: I should like to the participants to focus

on the main issue, namely how can the Arab World benefit from the
experience of the EEC. Because up to now everyone is asking
questions and making comments on the causes of thé failure of AC
to integrate. This issue constitutes the substance of the next two

papers.

let us try to focus on how can the AW learn from the experience

of the Luropean countries to integrate.
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Dr. A- EA:SAN\

I hope you will forgive me if I speak a little bit on other aspects
but T will be basically addressing mysélf to the main issues. I have
the advantage of knowing little bit-more about the EEC and its
relations with the AC than probably most of the participants since

I was accredited to the EEC for many years. I negotiated Jordan's
cooperation agreement with the EEC. As a matter of fact I

negotiated on the behalf of the %o-called Mashrek countries, and
then I presided over the EAD, from the Arab side, during its first

two meetings. So somehow I am a little bit more familiar with the

subject having this first hand knowledge of it.

First let me say that the EEC is a very strange animal which works
in a very strange way, particularly for the people who happen

to be directly involved in negotiations. Anything to do with the
EEC is a very frustrating experience for someone who is not familiar
with it, that is why many of the AC, sometimes, get frustrated
because of their lack of familiarity about the mechanism and the
operational system that apply within this organization.

There have been several issues raised with regard to the role of
the EEC in Arab economic integration. Let us put it this way: The
EEC is an outside organism which is not directly interested in
Arab integration. It is interested of this integration results in
better political and economic relations with the EEC. Therefore

to that extent the Europeans are not going to take any

action to promote integration in the AW and this integration can

be achieved only by the Arabs themselves.

An issue was rai%ed whether the EEC has tried to promote closer
working relations between the AC or whether it has contributed
towards their fragmentation . This is a very controversial issue.

I must say that such nomenclatures,as are currently being used,

!
Maghreb countries, Mashrek countries, Nediteranean countries have
been discovered and applied by the EEC. We, in the Arab League, never

use such terms. It was a matter of convenience that Syria, Jordan,
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Lebanon and Egypt were called the Mashrek countries by the EEC
which thought it to be convenient because in contrast of the
Maﬁhreb . As I said the EEC is a very difficult organisation to
work with. Jordan tried to negotiate a cooperation agreement with
the EEC as early as 1970#71; but there was great opposition for
this idea from the EEC. The EEC was only concerncd with the so-
called Mediterranean countries - we could negotiate an agreement
only be qualifying as a mediterranean country. It took us two
years of negotiate in order to have Jordan called a Mediterranean
country and without thiéﬁﬂuwﬂi\v-“we could not have reached a
cooperation agreement. They were afraid that by allowing us to be
called a Mediterranean country Kuwait, Iraq etc.;. would seek

a similar arrangement and the EEC was not interested in entering

into agreements with those countries, at that time at least.

Then came the EAD. Why was it initiated. The basic metivation of
the EAD is the 1973 was which led to the oil embacgo . The Arab
Ministers went to Copenhagen , almost busted the doors, spoke to
the European Ministers who were meeting. This is how the EAD
started. The EEC's idea was to create a dialogue which will assure
Europe of a continuous oil supply and at the same time promote
same technological assistance to Arab countries.. at a price

The EAD had a good start because the two sides had an interest in
getting it to a successful conclusion. The Arabs wanted to get
Europe to recognize the political preblems and aspirations of the
Palestinians and to cooperate in finding a solution to the Middle
East problem., The Europeans wanted to be assured of a continuous
oil supply and a larger 5€¥AﬁL0f the financial surpluses that

Arab countries controlled. There were good reasons for both groups
to reach an understanding. There were some sensitivities about

the representation of the PLO and other matters and we found the

so-called dublin formula which overcame there difficulties. When
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ther is a will there is a way and we did find a way to get round
the problem. However what happened later? The first problem was
financing agricultural, industrial and infrastructural projects.
This financing must come either from oil rich Arab countries, from
European countries or from both. Unfortunately we got problem

with both groups. From this situation started our first problem
namely the actual financial contribution which was clear during

the Luxemburg meeting which dealt with the issue.

In the meantime the Europeans were working very hard to develop
bilateral relations with individual Arab countries. These attempts
were successful with the main oil producers.Britain concluded

an agreement with Saudi Arabia, so did Belgium, France and Denmark.
Therefore, the basic motivation to find assured sources of oil
supplies (at that time the potentialities of the North Sea oil
were not known) has been satisfied. In the meantime EBuropean
countries worked on energy conservation programmes and pooling oil
resources in times of crisis, moreover the actual crisis which

can fronted them in 1973/74 was no longer there. Therefore there
was no reason to continue this Dialogue particularly if the political

price that the EEC had to pay for it was 'very high"

We tried in the EAD to find a way of working together as a group

of Arab countries. We had several discussions on this issue . There
were the trade agreement side. As you know both the Mashrek and the
Maghreb countries got their agreements but other AC do not have such
agreement. Therefore they wanted to get some preferential treatment
in the same way as many other countries. The European countries

were afraid if they started negotiating agreements with countries
such as Qatar and Saudi Arabia they cannot stop negotiating similar -
agreements with Iran and other Third World countries such as India.
So on the trade side we said we will continue to deal through this
Maghreb and Maghreb agreement . So what happened to poor countries
such as the two Yeﬁens and which are classified as the least Peveloped
countries by the UN organisations? They were not able to obtain any

benefif except under the general system of preferences which every
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country can enjoy as long as it is a developing country. On the
trade side the success was completely out of question, therefore
we started talking about social and labour problems. There are,
litteraly, millions of Arabs working in Europe some of them from
this part of the World but the majority comes from North Africa
These Arabs are not getting the same kind of privileges enjoyed by
workers from the EEC countries . We tried to develop an agreement
whereby some kind of:aiggerntmx with regard to the conditions of
labour, its training and the education of the children in the same
manner as those afforded to the workers of the EEC. This idea was,

again, completely blocked. So what remained?

The EEC countries said we would like to cooperate with you in

the field of infrastructure that is building harbours, communications
systems and airports . However we can buy these services on the
international market at the best price - from Canada, the
U.S.A., Japan y Eastera Sveepl ; or even the EEC countries
if the price and type of technology is the most suitable . This, of

course, was a straight commercial deal.

All what remained were the technical and financial cooperation and ,
here again, the EEC countries thought that the agreement with the

Maghreb and Mashrek countries were adequate.

Mr. Ian Boag mentioned that there were an attempt to have the
Maghreb countries sién a collective agreement. As far as the
Mashrek is concerned I can assure you that we had authority at the
highest level to sign such an agreement but the EEC decided it

was better to negotiate one standard agreement for all the

Mashrek countries but sign it individually whereas: the AC were
ready and willing to sign one agreement. Ultimately all the Mashrek
countries signed their agreement the same day, during the same

¢ceremony, the same text applicable to all countries with minor
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modifications depending on the type of product such as phosphate
for Jordan, cotton for Syria and Egypt. These variations introduced

different quotas  , ceilings and tariff dismantling .

Now we are in the V&  of completing the five-year cycle of

the cooperation agreement and we should be negotiating another

one soon. The EAD is at its stand still and the meetings that have
taken place during the last two years (1979 - 80 ) have been more or

less ceremonial. We meet, the European chairman makes a prepared

speech which has been analysed and carefully audited by eacly nrevaber

country. 0Of course the Arab side prepares a similar speech. If you
examine the speeches you will find that they have the same content
rehearsed for the last three or four years. The Arab side wants

the EEC to play a greater role in the political problems of the
area and the European side wants to concentrate on the economic
issues and mbre specifically on selling more goods and industrial
plants. How do we get out of this impasse? The only was is to have
the EEC playing a more direct and a more important role as far as

the political problems are concerned.

In the field of Arab economic integration:, I think there is very
little that the EEC can do: we have to do it ourselves. In the
political sphere we have left the Europeans, for the last five
vears, upon the advice of Dr. H. Kissinger ( former us Secretary
of State) during which they have been sittiﬁg on the fence and -
watching the two super powers deciding what to do about the Middle
East issue. They were told the lesser is their intervention the
better the process. . of negotiation and peace would proceed. This
is wrong because the Europeans have a direct interest in this
area. Actually their interest are more or less closely linked
with this part of the World than with any group of countries. This

passivé role is neither in the interest of the EEC nor of the AW.
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Dr. Daniel Kane: I should like to follow the last speaker with

a question which is extremely simpie, possible even nady €  but

it is upper most in my mind and perhaps uppermost in the minds

of the audience and that what have been the fangible benefits of

the EEC agreements or to put it more speciafically, how, have the
EEC agreements contributed to the economic growth of the Arab

countries collectively in the last decade?

Mr. Ian Boag: I will come to the last question last 1f I may .
First of all there was some discussion about what the example of
the establishment of the EEC could offer the AW in the way of
inspiration. This is a very dL‘iicult question to answer.in five

hours, never mind five minutes.

I would simply say, and this is a personal inten-pretation which
my colleagues at the EEC Delegation here in Amman might not even
agree with, that Prof. A. Harik in his intervention discussed the
community almost exclusively in terms of financial trading and
technical aspects. I think this is a mistake . This is the way

the community has been sold to the British public, which is

why in my view the British public is still not particularly
convinced of the benefit of the EEC. First, the inspiration first
and foremost to the European Community is political and it is
political because the EEC springs almost'directly out of the
situation Europe found itself in after the Second World War. The
European countries were finally sufficiently horrified at what
they had been doing to one another for God knows how many previous
centuries, that they actually decided that there must be another
way to order your relatiens. Having reached that political will
you have to build this edifice stone by steone, brick by brick ,
very slowly, The sort of things we are striving for in the community

we have not even reached the first base or almost any of them.
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There are very few fully-built edifices of the Community where
you can say that is we have done. I suppose the most obvious one
is the common agricultural policy which is the one which causes
more heartache. I think if I were to permit myself to give a
lesson it is that if you wish Arab integration, you have to start
at the bottom and build upwards. You cannot start at the top

and work dewnard. But that is the view of a European viewing
situations from far and perhaps I am not entitled to give this
view, but that is what I would give as a brief answer., Sovereignty
is given up very reluctantly in the case of the community and
there has to be a very good reason for giving it up and it has to

be carefully prepared.

Now to come on to the long and very interesting intervention of
our distinguished guest Dr. A. Dajani, there is obviously a lot of
good sense and correct fact, in what he said. Clearly, as he said,
dealing with the EEC is a very frustrating business; it is very
frustrating business being in the EEC too. T would like to correct
one point. Occasionally in the EEC we apply names to things such
as the Maghreb agreement and Mashrek agrecment. We are not whereby
trying to create new realities or new illusions. They are merely
bureaucratic names . I share his objection to this because it
implies fact which do not exist, but I do not think you need to
read anything particularly sinister into this. We are not trying
to slice the AW up into little bits to make it more manageable

for us.

Concerning the EAD Dr. A. Dajani has the advantage over me since
he was there and I was not. It is true that\ﬁﬁuﬁhe EAD started
thére were two very clear interests. The Arabs had a political
interest, the Europeans had an economic interest, principally oil.

It is equally true that the EAD has really not produced a great
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deal for either side in terms of their basic aims. However you

will have seen that at the recent summit in Venice of the European
Community, in addition to the larger declaration on the Middle East
.lproblem, there was also a small declaration whidna epUks A ?“\"\'\“4-\
A mensian To Yo €A D,

Now I shall try to cover very briefly the other points made. It

is true that EEC member countries have<onducted bilateral negotia-
tions with individual Arab countries. This was put forward as a
criticism, though I do not know if it was intended to be so. It

has not certainly helped the dialogue. I do not think any body

at the outset of the dialogue imagined that it would rapidly and
effectively substitute the existing relations, and indect part

of the attraction of the dialogue, for some people, was that it
would not substitute bilateral relations but would add to them,

would provide them with an umbrella .

The EEC countries, just as countries throughout the World had a
need for o0il and they cannot rq§}r , on the procedures of the EAD.
They need to satisfy the needs for oil fast and they will clearly
use the fastest and most effective way of doing this. In the
circumstances prevailing obviously that they‘Je(n«EA negotiations
of bilateral relations with oil producing countries, was the best
way to do it. They also established energy conservation and pooling
of energy resources. Any prudent group of countries would do the

same .

On the question of this geographical problem concerning whether
Jordan is or is not a mediterranean country. It may seem rather

a futile argument to say well lock if we do it for you then there

is a whole queue of people outside the door, and I particularly take
the point about the Yemens. It is a very valid peint. But clearly

the community itself is only twenty year o4d old and we are gradually

expanding our relations with the World. In fact there are very few
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countries in the World with which we do not have some kind of
contractual arrangement. In some cases these arrangements do not

go as far as some people would wish.

I cannot discuss every issue of the EAD which has not produced

much benefit as one has hoped. However , there is, now, one agreed
declaration on manpower (Damascus 1978, meeting of the general
committee). On the question of the meetings over the last two years,
Dr. A. Dajani said they have been purely formal, this isglightly

misleading.

Following the signature of the Egypt., Israeli agreement and the
Baghdad summit that immedgately followed; a reorganisation of
the AW took place with respect to the Arab League. In fact we
were asked by the Arab side to suspend all activities in the EAD
until further noticé and we did. The meetings which have been
taking place since 1979 have been designed to be just discussions
on how the dialogue should be resumed under what conditions. Both
sides are most anxious that the dialogue should be resumed under
most prospicious conditions which will enable us to proceed. As

. you know there is a meeting scheduled to the 12th and 13th of
November 1981 to be held in Luxembourg which will be attended , on
the Arab side, by Mr. Chadly Klibi The Arab League Sécretary General.
At this meeting the first step to reactivate the EAD will take

place.

Concerning the statement that the EEC should play a political role
in the Middle East, which scems to get a general consensus of the
audience; the EEC is rather a ' curicus' animal because the question
of foreign policy is not in fact a community competence. As a matter
of fact the Rome Treaty does not allow the community to deal with
matters of foreign affairs. As a consequence when the EEC promoted
its initiative in the Middle East it did it in the name of the nine

member: states rather as a community, not even as a council.
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The Venice Declaration shows that Eurcpe is willing to
play its role not for the sake of playing a World role but for the
sake of peace and stability in the area which is as much as in our
interest as it is in the interest of the people who live here
We cannot in Eurcpe live in stability and prospority if you do
not. Concerning the AW's benefit from this process it is limited.
We can show that some countries, notably Tunisia, Egypt and to some
extents Morocco, have benefited from trade, within the seven Arab
countries which are signataries of a cooperétion agreement, projects
are being carried out in order to improve their commercial .
competitiveness, We do not claim that, for instance in Jordan with
40 millions units of accounts we are going to change the World, we
are not . We are doing this in the name of the community because
we believe it is a good thing to do. This activity is conducted in
addition to all other activities that are conducted by member states.
We believe thes€cooperation agreements have made significant but
limited contribution to varying degrees depending on the country
concerned. And we believe the countries concerned will also accept
this , though in many cases they may feel that we could and should
go further and we, within the limits of what we can persuade our
Council of Ministers to do, will endeavevﬁ%o continue and develop
the work that we are .doing and the contribution which we
think and hope we are bringing to Jordan and the other six Arab

countries.
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INTRODUCT TN

During the Last three decades the Arnab states have tweneasingly paid
attention to economic cooperation - through bilateral and
multilatenal agheements - ameng themselves as an Lmportant element
in thein diive fon accelerated economic and social proghess. The
motive for economic ceoperation ameng the states stems not only

from the potential economic effects of tnteghation, but also from
the popularity of Arab Unity among the Arnab masses in all states.
During fhe pendod in question, numeious attempts at cconomic as

well as at political Jintegration have Taken place among fwo on mohe
states of the negion. Insdpite of these attempts disintegration has
AL Lo fun L5 course. '
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THE PURPOSE OF THIS {ECTURE IS THREE-FQLD:

- The first is to ddentify the most dmportant attempts at economic Integra-
tion among Arab states until now.

— The second is to evaluate these attempts in terms of the degree to which
they have attained the goals envisaged by them.

- The third is to explore the major causes underlying the failure of these

attempts.

1.GENERAL SURVEY,

Political and economic disintegration in the Arab world had started long
ago,(1> but the clear-cut situation occurred directly after the dissolu-
tion of the Ottoman Empire, commencing with the termination of World War
I. Before that time, a customs union did exist between most of the Arab
states as part of the Ottoman Empire--in effect, what existed in the
region by 1914 was a tariff framework against other countries outside
the Ottoman Empirg, which, at least, facilitated the regional exchange of
agricultural preoducts. It is from this point thét the present Balkanizat-

ion policies in various states have been operative.

Following World War I, Britain and France had colonized most of the Empire's

*
territories dincluding the Asiatic part of the Arab world.

* The North-African Arab States (Libya, Tunisia, Algeria, Morocco, etc.)
had already been colonized . by many Western European countries during
the 19th century.

1.7t is believed that the division of the Arab World had informally started
at the end of the Abbasside dynesty and the transfer of power from
Baghdad to Istanbul in Turkey. At that time the Arab Weorld, as parts
rather than one unit was directly connected with the Ottoman Empire and
as a consequenceof that the economic relationships between these paTts
ceased to exist,
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To protect thelr interests, these colonizing countries, agreed among them-
selves to divide the area into many small states and impased local govern-
ments to help in overseeing the local affairs of these states in accordance

with their colonial policies. >

Since that time, the economy and trade.of the Arab countries had over a rather
long period of time bébdnegeared to and oriented toward the economies of the
mandatory and occupying European powers. The economic as well as political
relations among the states of the region were limited to a few bilateral

trade agreements.1 During this long peg§0d61914 - 1951), the economic
policies of the different states, controlled by the colonial powers, were
oriented toward disunity. Each individual state had its own currency, foreign
investment policy, and foreign trade relation, all of which were channeled to
and from the European countries. By the end of 1951, the Arab countries, for
all purposes, were functioning and developing as separate political and
eﬁonomic entities vis-a-vis each other. The only significant attempt at
economic cooperation was made between Syria and Lebanon in 1948; in the form of

a loose customs union which was dissolved in March 1950.

In the early post-war period, three major political developments took place
in the area, the effects of which were, to a large extent, responsible for
the economic relationship which prévailed among the states of the region

thereafter, These political developments were:

1. Many of the states had won their political independence in the late
forties and early {ifties. This, to some extent, had reduced the

foreign influence on the decision making process in these states.

2. The establishment of the League of Arab States in 1945 with the

objective of creating a kind of political and economic' cooperation

1. Alfred G. Musrey, An Arab Common Market (New York: Frederick A,
Praeger, Inc., 1969), pp. 10-28.
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among the member states. The league, although without supranational
power, was énvisaged as an institution that would be instrumental in
strengthening the political, cultural and economic ties among the

1
Arab states.

3. The creation of, with the help of the colonial powers, the so-called
"Israel" in Palestine and the displacement of about two million

Palestinian people in 1948,

The consequenées of these events have forced the leaders of that time
(pressed by the Arab masses) to reconsider the economic and political
relationships among the Arab states and to make them more cooperative

than before.

Throughout the years following, many attempts were made toward trade
and economic cooperation among the states of the region. The evaluation
of these attempts will be the subject of the next section but first

a brief definition of the nature and objectives of these attempts as

follows (in chronological order).

1. Treaty of Joint Defense and Hconomic Cooperation Between the States

of tﬁe Arab League of April 13,1950, to which Egypt, Iraq, Jordan, Lebanon
Saudi Arabia, Syria and Yemen adhered.2 Although the treaty was primarily
a military defense pact, it contained (Article 7) a collective undertaking
in general terms by its parties to cooperate in the development of their

economies, to coordinate their economic activities, and to facilitate trade
among themselves.3 For this purpose, the treaty provided for the formation

of an Economic Council consisting of the ministers in charge of economic

affairs in the member states (Article 8). The Council was only authorized

1. Tor a study of the Arab League see Robert W. Macdonald. The League of
Arab States (Princeton: Princeton University Press, 1965).

2. Many other Arab stated adhered to the treaty: Morocco and Kuwait 1961
Libya, Tunisia, Sudan and Algeria in 1964.

3. Bee Arab information center, Basic Documents of the League of Arab
States: Document collections No.l (New York, 1955) pp. 21-25.
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to submit recommendations for the fulfillment of this undertaking, but it
was to become the first principal organ for multilateral Arab trade
negotiations. The multilateral measures continued to be rather limited

in scope and Arab economic disunity, however, had still to run its course.

2. The 1953 Intra-Arab trade and payments convention, a conference of the
Arab ministers of finance and natiomal. economy was convened to discuss

and promote economic relations between the member states,

The Conference constituted a turning point in the traditional economic
relations among the participants. The delegates agreed that the
ultimate objective of all the measures to be taken should be the creation
of an Arab Market with free movement of economic resources and goods.
The result of the conference was the convention for facilitating trade
and regulating transit trade between states of the Arab League which
proyided, among other things, for the exemption from all import duties
of farm, mineral and animal products of Arab origin and selected
industrial products of domestic origin for preferential reduction in
import duties. But due to many amendments, and absence of policy
coordination, the convention treaty did not work out smoothly, and

most of the trade and payments agreements were conducted on a bilateral

rather than multilateral basis.1

5. .The Economic Unity Agreement in 1957. By the late fifties, it became
apparent that political and economic disunity had substantially hindered
the full exploitation of the Arab trade convention. Trade liberalization
among the underdeveloped Arab countries would have to go hand in hand
with harmonization of economic policies concerning development, industry,
balance of payments, etc. Thus, it became apparent at that time that
stéps toward acceptable and fruitful economic cooperation would have to

be worked out.

1. For a detailed analysis of the various bilateral and multilateral
trade agreements that have been concluded among the Arab countries
between 1950-1961, see Musrey, ibid., ch. 5.
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The Treaty of Economic Unity entered into force on May 30,1964

upon ratification by Kuwait, Egypt, Irag., Jordan and Syria.

Only two other states have Jjoined the.treaty since then: Yemen

in 1967 and Sudan in 1969. This agreement aimed at . complete eccncmic

unity among the member states that would ensure for them and their

citizens on an equal basis the following,:1

a. free movement of perscns and of capital funds;
b, free exchange of domestic and foreign products;
c. freedom of regidence and employment;

d. freedom of transportation and transit;

1]

freedom of the use of transport vehicles, seaports, and
ﬁivil'airports;

. freedom of ownership, trusteeship and inheritance; and
g. coordination of their agricultursl, industrial and

economic policies.

For the purpcse of fulfilling these aims, & Ccuncil called the Arab

Feoncmic Union Council {AEUC) was provided to suggest to the respective

countries ways and means to coordinate their economic policies. Again,

political dissension among Arab states delayed Tinal approval of the

draft project until mid 1964 when ‘only five members (Kuwait, Jordan, Iraqg,

Syria and FEgypt) had deposited their instrument of ratification,

The Arab Common Market Resoluticn: In August 1964, the Council
(ABUC) took the first substantial step toward the creation of

a éommon market. This decision seemed on the surface to radically
change the approach toward economic cooperation in the area. The
Arab Common Market (ACM} resclution stipulated for the gradual
abolition, as of Januaryl, 1965, of all quantitative and gualitative
restricticns of the movement of domestic commedities produced by

the signateories. A complete removal of all restrictions in trade

1.

Ibid ., pp. 108-109.



-290-

was envisaged taking place by the first of January, 1974. Such

libveralization of trade was to take place in the fellowing manner:

a. Agricultural, animal and nineral products that had already
- been exempted from import duties and taken under the trade
convention would continue to enjoy such exemption.

b. All other commodities of the above categories not contained
in the schedule oi the trade convention would be granted a 20
percent tariff reduction as of‘Janueary 1, 1965. A complete
removal of all restrictions on such commodities would be taking
effect over a period of Tive years (20 percent of the number of
such commodities per year).

c. All manufactured products produced locally would enjoy a 10
percent tariff reduction annually. These products which already
had enjoyed 50 percent tariff reduction under the trade agreement
would be completely exempted over a pericd of five years. Those
products that already enjoyed 20 percent tariff reduction under
the Trade Agreement would be completely freed of tariflf over
seven and a half years.

d., All domestic manufactured commodities would be completely
freed over a pericd of ten years (ten percent of the number of

such commodities per year).

These are the most important attempts at economic integration among Arab
states which have taken place until now. Some other short-lasting
attémpts- have also taken place but are not included above because they
did not affect the economies of the region and mostly were conducted on

a bilaterdl basis.

On the political side, numerocus attempts at union have alsc taken place
between two states or more, but almost no lasting form of these attempts
has so far been achieved except for the United Arab Fmirates (UAE)
established 1971 between seven shgikthms (Bri%ﬁsh protectorates). The
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purposes of these attempts were purely political in nature with little
or no considerable attention being pald to their econemic conseguences.

b
Inspite of their political nature, which is beyond the scope of this work,
the authgr believes that it might be worthwhile briefly to recall the
many attempts at Arab Political Unity witnessed in recent years: The
merger of Syria and Egypt into the United Arab Republic (1958-1961);
the federation between Irag and Jordan in 1958; the United Arab States
formed in March 1958 by UAR and North Yemen; a project of federation between
Egypt, Syria and Iraq in April 1963; A Joint Presidential Council, set up
by Egypt and Irag in May 196l; the signing of the charter of Tripoli
between Igypt, Libya and Sudan in December 1960 and subsequently adhered
to by Syria; the creation of Federation of Arab républics between Egypt,
Libya and Syria in April 1971; the merger of Egypt and Libya in(S?pt.,l973-

1

and a proposed merger between Tunisia and Libya in January 197k .

For different reasons, no 1asting form of these bilateral or multilateral
attempts has so far been aphieved Sohe of these attempts died cut even
before becoming effTective and some did not last except for a very short
period. Therefore the economic effects of these attempts, if any, were
modest except for some increase in the trade among the pact participants

for the pericd the pact remained in effect.

(1) For more on that see:

Hussein A. Hassouna, The League of Arab States And Regional

wispute, (New York: Oceana publications, Jne., 1975), Passim.
-3



-292-

[, THE EVALUATION OF PREVIOUS ATTEMPTS AT ECONOMIC INTEGRATION IN THE
ARAB WORLD ;

In thé light of the preceding discussion, it appears that the multilateral
efforts in the field of Arab economic cooperation were concentrated on the
promotion of intra-Arab trade and the harmonization of national eccnrcmic
policies with the objective of achieving economic unity among the states

of the Arab League. The failure or success of these efforts can bhe measured
by their achievements towards their objective. The purpose of this section
ig, therefore, tc evaluate these attempts in terms cf intra-Aresb trade;

its magnitude and evolution, and the harmonization of economic policies.

Intha-Arab trade; iié maghifude and evofuticn. .

-
—
=

The state of intraregional relatiornships under the traditional multilate-

ral efforts in the Arab World was largely reflected in the pattern of intra-
Aral trade since the beginning of these efforts. During the 1960s, the share
of intra-Arab trade in their total ftrade fluctuated around 8 percent without
any visible rising trend. Despite about 25 years of attempts for regional -~
cooperation, intra-regicnal trade did not improve . in comparison with the
region's total trade with the rest of the world. Tn 1976 intra-Arab trade was
lesé than 6 percent of the region's total trade . The existing pattern and
magnitude of intra-regional trade are largely a reflection of economic as
well as political factors. The latter,however, does not concern the present

work andweshall therefore turn to the following economic factors:

d. The eccnomies of individual states are characterized by a low level of
output in the commodity production sectors, a large degree. of similari-
ty in products, i.e. mainly agrarian and primary products, and a heavy
reliance on extraregional markets for exported primary products and of
almost all kinds of imported manufactured . preducts. Moreover,
the successive development plans conceived and the policies pursued
solely on a statewide basis had an important bearing on the volume
and growth of intraregional trade. TIndustrial programs in various

states had been sought in relation to the narrow domestic markets.
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[ ]
For agriculture, most of the states were trying to achieve self-
sufficiency. Agricultural and industrial development and the
expansion of intraregicnal trade depend to a large extent on the
adoptioh of policies having a regicnal outlicok, taking into account
the relative advantage of the varicus gstates in the various lines

ol production.1

2. Instability and fluctuaticns have been at all times the most strik-
ing features of intra-Arab trade. Drastic changes and sometimes
a complete interruption of trade flows within the region are gquite

common. This can be explained by two reasons:

a. Fluectuations in agricultural production, most notably in Syria
and Jordan where the bulk of their agricultural activities
depend on fainfall which fluctuates from seagon to season.
Moreover, agricultural products constitute a large portion of
the exports of these states, as well as many other states of

the region.

b. The frequent changes in political relations, due to internal
and external factors, have immediately and sericusly interrupted
trade relations in the region and some times lead to a complete
stop in the trade flows between two or more states of the

region

I1.2. .The hammonization of economic policies.

It was mentioned before that the various multilateral agreements among
Arab states called for the coordination of economic policies of member
states to prepare for economic unity among these Arab League member
Up to the present time, all efforts have almosf completely'failed to
achieve any progress in this regard. BRach individual state'_still has

its own econcmic policies without any consideration of what other

1. Irbid., <ch. 6, passim.




‘29“'

4

states, policies are. TIn the foreign trade sector, for instance,
no progress has so far been made in coordinating external tariffs
among the four members of the ACM (Iraq, Jordan, Syria and Egypt).
The level of their nominal tariff varies widely; 23.1 percent in
Irag, 31.5 percent in Jordan, 32.5 percent in Syria, and 57.3 per-

cent in Egypt 1. The free trade area which was suppesed to have cone

_into being as of January 1971 has still to become effective.

. s 2 .
Moreover quantitative and qualitative .restrictions on trade among
member states of the ACM arestill dictated by high political officials.
These restrictions have offset the benefits of tariff liberalization

among these states.

With regard to the monetary policies of the different stétes, the
picture is even more striking than trade policies. Although the
payment union has been agreed upon within the CARU, the project
remains in abeyance for lack of sufficient endorsement. Currently,
each individual state has its own monetary policy regardless of the
policies of other states. Up to the present moment, there exist’
ﬁd‘effective rmultilateral payments agreements amcong the states of
the Arab League. All payments for goods and services exchanged are
to be made in accordance with bilateral agreements, if any, or in
terms of convertable currencies acceptable to the parties concerned
The absence of suchan ggreement limits any expected benefits,
accruing from multilateral trade agreements especially for those
states who suffer from a shortage of Toreign currencies such as

Egypt, Syria, Sudan, ete.

More importantly, the coordination of development plans and the
harmenization of industrial policies have been considered the core

of economic integration in develeoping countries, and have been called

n

UN. Studies on Development Problems in Selected Countries of the
Middle Fast, 1972 (UN Publication sales Wo. E.72.11.C.1), P.3.

'or Trade policies, see IMI'., Annual Report on Exchange Restrictions, .
(Varicus issues).

FN e o ———
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for by all multilateral agreements in the Arab World 1. Despite
that, no real progress has been achieved in this field. Tach

Arab state conducts its development plans without any marginal
reference to either an integrated scheme cr to any other state's
plans. Nor have any multi-stateindusiries been established in

the area until the early 1970's when a Tew projects were establish-
ed on an ad~hoc basis, rather than along well-mapped paths of

-

cooperation

The Majorn Causes Undernlying the Ineffectiveness of the Various
Attempts at economic {nfegration n the Arab Workd.

The negative findings of the preceding anclysis lead to the
conclusion that the various attempts al economic integration

in the Arab World during the last 25 years have been ineffec-—
tive and have failed to bring about the reduired changés in

the economic structure cf the states of the region. The reasons
for this unpromising history are nunmercus, but the most important
one is the economic, political and soeiazl structural imbalances
inherited from the colonial era. The economies of various
states were directed towards the needs of the colonial markets
rather than the region's markets. These econcmies were
specialized in producing and experting cheap raw materials to
the colonial markets and importing from them manufactured
products; mainly consumer goods. Mowemover the elit” class in
each state have used their power to mantain the statps—HMO and
tried to prevent any changes in their advantageans position.

These structured influences, have influenced the collective

See Muhammad Diab, " The Arab Common Market," Journal of Common

Market Studies Oxford, Vol. 4, No. 3 (May 1966), pp. 239-250.

See Y.A. Sayigh, The Economics of the Arab World, Tfﬁid, pp. T09-710.




_295_

effects in the area throuph their effects: (1) the set-up of

the multilateral agreements; (2) the position of the participat-
ing state during the integration process, and (3) the machinery
and the approach chosen to carry out these attempts. A detailed

discussion of these effects will follow in order.

IiT. 1. The set-up of the mubtilateral agreements:

The multilateral agreements within the {ramework of the League of
Arab Stateslare mainly based cn three schemes:

The Arab payments‘conventions,

The Arab trade convention, and,

c. The Arab Economic Unity agreement.

* The set-up of these agreements was not without lcopholes and
escape clauses which made them inerfective and even impeded
their implemenation. To mention a few, the following are some
loopholesand defects embodied in the set-up of the agreements
themselves:

1. The apprcach to economic cocperation adeopted by these agreements

- was not the correct one. All agreements concentrated on trade
liberalization as a first step towards economic unification and
postponed the harmonizatibn of economic policles until the '
fulfillment of the first step. The experiences of other groups
of developing ccuntries, and the Arab world in particular, proved
that the differences in other pelicies are more influential,
hence, they prevent or at least delay the implemenation of itrade
liberalization among member states. The economic conditions of
LDCSs, including the Arab World, are characterized by the low
output of commcdity producticon sectors, especially the |
manufacturing sector, and therefore show 1iftle potential for
intra-reglonal trade, Without a wide range of exportable
products iIn the states invelved, trade agreements among these

states would be hollow. The magnitude of intra-Arab




trade is & case in point where it {luctuated around 7 percent

on the average during the period in questiocn. Trade liberali-
zation among developing countries, to be Truitful, should golhand-
win~kand | with "the harmonization of sccial and economic

policies 1 such as development and industrial plans, monetary

and fiscal policies.

2. All agreementSwere nearly deveid of any kind of compensating
measures to assure a fair distribution of costs and benefits
which could ensue from these agreements among the participants.
The absence of such measures made Lhe less Tavored states look
for any clause or locphole in the agreements to escape its

obligaticns.

3. The timing of these agreements was not successfully chosen.
The 1964 Economic Unity Agreement, for instance, was campaigned
for during the Civil War in North Yemen with strained political
relations between the Arab states who sided with Egypt and its
supportgrs on one side and Saudi Arabia and its supporters on
the other side. For this and many cther réasons, Saudi Arabia

and its supporters did not Jjoin the 1964 agreement.

Y. The duration of the agreements was too long and unjustified.
The free trade agreement (in ACM) envisages ten years for this
purpcse., This length of time could bhe justified for the EEC .
where a wide range of industries exist but not feor the Arab
states where no significant industrial sector exists. The
benefits acceruing from the establishment of the market stem
heavily from the fact that the enlargement of the market through

~integration would accelerate industrialization on a scale that

1. Hiroshi Kitamura, "BEconomic Theory and the Economic Integration of
Underdeveloped Regions,” in M.3, Wioczek, Latin American Economic
Integration (New York: Praeger, 1966}, pp. 59-63.
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cannot be achieved within the narrow markets of individual
states. The potential benefits [rom the integrated market

should not, therefore, bhe stifled for some ten years

These agreements did not embody a concrete cbligation on

the part of the member states with respect to the elimination
of payment restrictions. ©States that lack convertable cur-
rencies such as Egypt, Syria, etc., have resorted to non-tarif?f
restrictions and depend heavily on bilateral agreements to

promote their trade with other states of the region.

The position of the memben states:

On the side cf the parties invelved in these attempts, there
is much evidence to prove that these parties, or at least most
cf them, were not serious enough to reach an advanced stage in
eccnomic integration. In spite of the full breadth and ambition
of these attempts, some member states Ltried always to make use
of any loophele in the agreements to escape thelr obligation.
The deliberate frustration of these abtempts is often a reflec~
tion of misguided understanding of the nation of political
sovereignty and/ or misunderstanding of the significance of
economic ccoperation for the parties involved2 . Morecver,

the mumber of states involved in these attempts is small if
compared with the number of states who are members of the
League. Only seven out of the twenty states have signed the
Economic Unity Agreement (Jordan, Syria, Irag, Kuwait, Egypt,
North Yemen, and Sudan), and only Tour ocut of the seven
signatories are currently involved in the Araﬁ Common Market

arrangement of 1964,

1. Diab, The Arab Common Market, Ibid.,P.248.

2. Sayigh, The Economics of the Arab World, Ibid., pp. 707-8.
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Saudi Arabia, whose representatives apﬁroved the Union conven-
tion in 1957, fpr undisclosed reascns did not join the economic
unity agreement Lebandn, who first initiated the idea of Arab
economic unity, did not sign the 1964 economic unity agreement.
Later, Lebanon expressed its desire to join fhe ACM agreement
without adhering tc the economic umity agreement 1. One
wonders about this position given the fact that the text of

both agreements reveals a greal similarity, if not an identity

of purposeg. The Maghreb states (Libya, Tunisia, Algeria and
Morocco) have completely kept cutside these multilateral
attempts and concentrated on their own cooperative structure
which was not more purposeful than the ¢ther group of Arab
States. rurthermeore, the twﬁ groups have done very little to
combine efforts or to coordinate asctivities in the area of
economic cooperation until the early 1970's. Currently, the
Maghreb states are joining several lLeague instituiions including
the Organization of Arab ?etroleuﬁ Exporting Countries (OAPEC).
The reascns behind the very limited cooperation between the Maghreb
States and the rest of the Aral world have heen examined by
Burhan Diajani, the Secretary-General of 1he General Union of
Chambers of Commerce, Industry and Agriculture in the Arab

Countries, among which are:3

1. Economic cooperation within the framework of the League
was started before the Maghreb States obtained independence

and joined the League.

2. The French, the coleonizers of the Maghreb States had tied
the Maghreb economies firmly to their own, and the British
did the same with most of the other Arab States. The
economic ties with the colonial powers continued under

independence.

1. BSuch an arrangement is explicitly ruled out by the market convention,
"An Arab Country wishing to join the market must first adhere to the
Economic Unity Agreement”.

2. Diah, The Areb Common Market, p. 2i8.
3., Sayigh,The Economicgof the Arab World, pp. T06-T




-300~

The question to be asked here is, "If the governents  of

these states were not serious enough to implement these
agreements, why, therefore, did they Join these agreements?"

The answer ﬁo this gquestion can be Tound in the ever—increasn
ing popularity of Arab Unity (politically and ecconomical 7
among the Arab masses, The governwent of respective states

did not dare to reject the cooperation efferts openly, but

the escape from these obligations takeslplace as soon as

these governments find the justificatioﬁ.l The delibrate
frustration of these attempts by various state government -

is, as menticned before, a reflecticn of 2 misguided undergstand-
ing of the notion of political sovereignty and the underestimat-
ing of the significance of eccnomic cooperation for all parties

involved. To these points must be added the following reasons:

1, The political relationships between the ruling groupé in
most of the states were unfavorahle in most cases.

2. The influence of large Toreign corporations, especially in
the oil producing states, was strong enough untill the early
1970's to play a significant role in establishing the
persistent Balkanization policies in these states., ARAMCO
in Saudi Arabia is a case in pdintg._

3. The presence of powerful vested interest groups in some
states impeded the drive toward economic unification in
the Arab World, The political groups of lebanonf for instance,
always stocd against the idea of unifying Lebanon with any

other state since its separation. from "Great Syria' by the

Ibid., P. T06.

For the strong influence of ARAMCO in the Saudi economy, see Farouk
M. Akhdar, "Mulitinational Firms and Developing Countries,"” (Ph.D.

dissertation, University of California Riverside, 197h).
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French colonial power. The governments of many other Arab
states were reluctant to adhere to the Arab Economic Unity
Agreement because, as they saw it, the agreement had an
overlyambitious objecfive: total economic unity, presupposing
s unity of view which would extend intc social and political
fields. This constitutes a real threat to the interest of
vested interest groups. Therefore these groups have practised
their political and economic powers over their respective
governments in order not to join the cooperative attempts

in the Arab World.1

Finally, and more importantly, the masses, in most of the states,
were completely unarmed and have no power to,ireés'for
unification., This was partially due to the nature éf the political
system(dictatorship) in most of the states and partially due to

leck of arganization.

United Nations, Economic and Sccilasl Office in Beirut, Studies on
Belected Development Problems in Various Countries in the Middle

East, 1972 {UN Publication Sale No. 72,71I1.C.1) pp. 1-3 and p. 10,

[ PRI R PR [ I WP N
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THE REGIONAL MACHINERY: THE COUNCIL OF ARAP ECOMOMIC *~
UNITY CCAEU)? 1TS STRUCTURE AND DECISION-MAKING PROCESS,

The Council of Arab Economic Unity was established pursgénﬁ to articles

3 to 15 of the treaty of Arab Economic Unity which entered into force on
May 30,196L4. The membership of the council comprises seven of the

fourteen signatories of the treaty, namely, Bgypt, Iraq, Jordan, Kuwailt,
Sudan, Syria and North Yemen, As stated in the agreement, the Council is
an autonomcus entity with its own budget and secretariat, and is authorized
to form any specialized committee{s) to help in carrying out its tasks
towards ecconomic unity in the Arab World. Later on, various amendments,

at the reguest of some member states, were adopted and restricted the

task c¢f the council to the preparation of studies and recommendations in
which the member states were left free to apply in accordance with its
constitutional laws and practices, Because of these amendments, the Council
became, at best, a permanent intergovernmental body rather than a regional
organ. The attendance of the council sessions by ministers {as supposed to
be) has frequently not been possible for pelitical reasons: In their stead
member states were represented by govern;ent officials who were not
empowered to commit their respective governments' support. In-addition}
the representatives within the council were only to defend the intefestf

of their own states paying little or no attention to national (Arabwide)
interest. By and large, the council represented another feature of the
same contradications embodied in the mother organization; namely the Arab

League.

The strategy of the council in preparing the ground for eccnomic union

was based on the traditional method starting with free trade area, then
Customs Union, common market, and economic unicn. The establishment of the
Arab Common Market was the first step to be undertaken by the CAEU in

its first year, 1964, This approach proved to be of little help in

dealing with econcmic problems of developing countries. The economic
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conditions of developing coutries necessitated the coordination of
economic policies such as investment, production, fiscal and monetary

pelicies, etc.l

The decisions of the council are carried by a two-thirds voting majority
with each state having only one vote., These decisions become binding only
after ratification by states' legislative auvthorities, Most of the
decisions, especially in fields of coordination of economic policies,
failed to receive the legislative supvort of the member states. Morecver;,
the decisions of the council were resolved in isolation from each other and

usually at the request of the member states,

In summary, the esfablishment of the CAEY, in spite of what was written

in the agreement establishing it, is not an attempt to achieve economic
integration in the strict sense, but simply a formula for coopration., The
ineffectiveness of the general machinéry for opening up markets and
bringing the economies of the contracted parties is, in the first place,
the responsibility of the parties involved. The set-up of the multiiateral
agreements, and the machinery of the decision-making process if to be

blamed, come next,

In spite of all obstacles mentioned before, the secretariat of the

council has striven at all times to promote cooperation and integration

in several areas of activities. Bome achievements have been registered
after the 1973 events, especially in Tinance and multistate enterprises,
such as the establishment of the Arab Fund for Sccial and Feconomie Develop-
ment with capital resources equivalent to U.S5. $1,380 million; the Arab
Potash Company, the Arab Company for re-insurance, the Arab Maritime .

Cempany, etce.

1. Kitamora, Econgmic Theory and Econcmic Integration, Ibid,
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The fundamental complaint against this approach, project by
project, 1s that it involves haphazard cooperation and
constitutes no part of a well-mapped path of coordinatien and

complementary development plans,
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Obstacles to Arab Eronomic Integration - .

Before considering the obstacles to Arab economic integration,
one should first consider the attempts which were made 1n order

to achleve such an integration.

Previous attempts at Arab Integration.

Beyond the sub-regicnal institutions { both at the Maghreb and

- Mashrek levels ), which we mentioned in our paper: Problems of

Arab Industrial Integration, at least ten attempts were made at

Arab integration or union. We shall, therefore, present only

succlinctly each case.

1. In 1948 Syria and Libya attempted a loose customs unlon which
was dissolved in Mareh 1650. |

2. In April 1950 a Treaty of Joint Deferice and Economic Cooperation
was formed. It gave birth to an Economic Council groupilng
ministers 1n charge of economic affairs.

3. The Intra-Arabd Trade and Payments Convention was created in 1953.
Its objective was the establishment of an Arab Common Mérket

- whose convention was signed in 1964. The Arab Common Market

Resolution aimed at a gradual free movement of goods produced
by the countries concerned in order to achieve a complete
removal of all restrictions by January 1974. Such an objective
has not yet been fulfilled.

b, In 1957 The Economic Unlty Agreement was signed and entered 1nto
force on May 30th. 1664,

From 1961 onwards several trade agreements were signed by
different Arabicountries. Above and beyond these attempts Arab

countries tried on several c¢ccasions to achieve political unity.

1. Egypt and Syria created the United Arab Republic (UAR) in 1958.
It was dissolved in 1961. However, a common flag and national

anthem existed until only very recently.

2. In 1958, Iraq and Jordan attempted a union.
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3. The UAR ( Egypt and Syria ) with North Yemen created the
United Arab States.
4, In 1963 a project of federation was attempted by Egypt, Syrla
~and Iraq. '
5. In May 1964, Egypt and Iraq created a Jolnt Presidential Council.

6. The Charter of Tripoll was signed in 1969 by Egypt, Llbya
and Sudan. Syria joined at a later stage. '

7. Egypt, Libya and Syria created a Federation of Arab Republics
in 1971.

From 1973 onwards we have noticed a series of mergers betﬁeen the
following:

Libya and Egypt in September 1973

Libya and Tunisia 1in January 1974

Libya and Syria in August 1980

Cne can easlily remark that not all Arab countries were involved

in these numercus attempts.

- Causes of Failure.

The lack of success at integration can be explalned by a set
of causes, some of which are of a political crder, and others

which are of an economic nature.

The political instability which has characterlzed the Arab
region sinée the beginning of the century constitutes an important
contributory factor. As a result of this, the Maghreb and Mashrek
countries were cut off from each other for decades. Only very
receatly have they started establishing seriocus links. This
political 1ﬁstability created political dissensions between
individual Arab countries, which, very often, led to the interruption
of trade flows between the countries concerned. Unfortunately,
despite this political instability, Arab countrles opted for
political unity first. As a matter of fact, 10 out of 14 sttempts
were of a political nature. This constitutes a grave mistake on

the part of the Arab conntries concerned.
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In some cases, the timing of the unity, union or merger was
inappropriate. For instance, the Economic Unity Agreement (E.U.A.)
was launched in 1964 while a civil war was raging in the Yemen
Arab Republilc. At that time, two countries, Saudl Arabia and
Egypt, were confronting each other, and slnce the Agreement was
an "Egyptian baby", the supporters of Saudl Arabla did not Join.

These political factors magnified structural economic causes.
One of these causes 1s the economic and socilal imbalances
inherited from the colonial era, and which left little room for
cooperation between Arab countries even at sub-regional levels.

‘Political independence did not mean economic independence.,
Arab countries were, and still are, dépendent on cutside powers
in the flelds of economics, trade, technology and even security.

The different levels of economic-and-éocial development
constitute another obstacle usually referred to by most observers.
In our opinion, this is not a very importént 1ssue, since all
Arab countries are developing countries, and the difference
appeared only after 1973. Furthermore, this difference 1s notft as
much due to the level of development, but rather to the capacity
to finance this development.

in our opinion Arab countries did not choose the right path
towards economic integration. For instance, they opted for a
" market integration " through trade 1liberalization without
harmonizing their economic policles and without undertaking the
required structural changes. -

One must also mention the fact that integration, union or’
unity attempts were taken lightly by some Arab countries, as if
the whole exercise was deslgned for domestic consumption. As proof
of this the agreements were not binding, and they contained so
many loophoies that they became useless.

Finally, the most important cause, which might even hinder
future progress, 1s that Arab countries did not consider one
basic condlition; namely, that the costs as well as the advantages
of any integration must be ©qually> - distributed amongst the
countries concerned. )
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CONCLUSION

For any group of countrles integration 1s a very difficult
alm to achieve. The difficulty becomes greater when, as in
our case, it is undertaken by developing countries.

To state that integration has failed in the Arab World, or
in its various parts, is incorrect. The reason heing that
integration is a long undertaking which is taking its course.
It has encountered structural and temporary obstacles of every
type. However, 1t cannot succeed overnight, even if the political
will 1s there.
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Discussion

DZ;_f:m?Eiﬁﬂii It scems that the emphasis has been on showing the
causes of failure, which means that there is a negative side, but
the conclusion from this is that we must concentrate on learning
methods to achieve solutions. So, please, let us treat the positive

side rather than emphasize the negative side.

Dr. Ghanem El-Khaldi: The first point is that if I were one of

those organising the programme I would have organised things
differently. For instance, the previous lecture was the EEC
contribution to Arab economic integration . Now we have heard the
céuses of ailure and the next lecture will be the Agreement of
Economic Unity. I believe that we should have listened to the
positive side of the argument first, then the negative side. Also,
it would have been possible to join the EEC to the ACM making

the next session's topic: 'the ACM and integration'',

Another point I should like to make is that in the first paper
{if T am not mistaken) it was said that the commodity_exchange'
between Arab countries amounted to just 5 percent . I should like
to correct matters by saying that agricultural foodstuffs amount
to about 5 percent but this does not include other goods 1ike

for example, oil.

I should also like to mention few other obstacles which the Arab

common effort faces:

1. The General Growth period of the Arab World, as developing

countries.

2. The weakness of the Arab joint effort from the political

side.
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3. The differences of the basic systems of the Arab countries

from the economic and political view, etc...
4. The major role played by national and institutional interests
in the Arab countries and their effects on limiting the

development of the Arab joint effort.

O @ KhaderiConcerning the approach to obstacles towards integrationm,

T have noticed that the same reasons are repeatedly being given.

I should also like to mention the point of the Israeli aggression
in Palestine and the occupation of Palestine since 1967 which

has ousted Palesti’wvw%f"-fm,\”fmrab World and has consequently
ousted the human and economic resources which might have
contributed, (directly or indirectly ) to Arab development which
is the aim of the move towards Arab cconomic integration A |

should like this to be born in mind.

Furthermore, this struggle has sometimes created political
conflicts between the Arab countries. Here I should like to put
aside the political sensitivity to say that the conf]\étshaye
sometimes led to the closing of bordershetween some Arab countries

which are direct parties to the Agreement on Arab Economic Unity.

A third poiﬁt here is the Camp David accords which resulted in
the isolation of Egypt from the Arab World and the relations
between Egypt and Israel.

This, of course, happened at the expense of Arab economic and

political integration.

These points arc to be considered in the political and economical
analysis, and I am aware that they have painful aspects, but we
should always face the facts whenever talking about the various

scientific issues, especially the issues of Arab economic
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integration and Arab economic unity.

The fourth point to be made is the Israeli occupation of Arab land
and the execution of economic policies which directly or indirectly
weakened the effort towards Arab economic integration. In other
words I would say that the expanding settlement in the occupied
territories swallewed up +%~— of the cultivable iand, not to
mention the economic, agricultural and industrial war which
weakened the Arab markets' share of Palestinian production, which
might have contributed to Arab economic integration and develop-

ment.

In the second part of my comment I should like to recall my
experiences in the Gulf countries, especially those concerning
integration and cooperation between those countries. I have
noticed other reasons, over and above those mentioned conderning
the causes of failure of integration, such as the existence of

the psychological fear small countries have of larger countries.
The prime reason for this could be the ambiguity of the integration
process and the lack of clarihy when it comes to the distribution
of costs and benefits. This lack of clariFj is a direct obstacle
to development, and here I should like to single out the Arab
agricultural ministers  conference in the Gulf which coordinated
agricultural cooperation between these countries. In the first
conference held in S. Arabia four years ago, the ideas discussed
were theoretical as, for example the idea of building atomic water
purification stations, but during the scientific discussion in

the sub-conference and the technical committees, it was realised
that concerntration should be on the natural resources of the

region specially with regard to the region's fishing industry.

These are point which I should like.lo be taken into consideration

either from the political or the practical side.
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Dr. A. Dajani: I should like to make a brief comment, although

I am not supposed to in my capacity as monitor. I think most of
these agreements have emphasised the trade sector whereas, let's
face it, this sector has certain difficulties and [ would k;b& ta
give just one example. We know that in the Arab World we are

all producing materials for fertilizers - phosphate in Morocco,
Mouritania, Tunisia, Syria, Jordan, Iraq, etc. Potassium is
produced in Jordan, urea, ammonia and other fertilizers are
produced in the Gulf. Now, the farming and agricultural sector is
a very important one in the Arab World, yet out of the total
amount of fertilizers used by Arab farmers, less than 20 percent
is produced in Arab countries. Although we are not exporters of
fertilizer constituents , the fertilizer we use on our farms
consitutes less than 20 percent of the total amount applied to

our farms. Why is this so? Simply because we do nel have fertilizer
available in the form the farmer needs. We have the constituents:
superphosphate, ammonium phosphate etc. , but we don't have the

compound fertilizer in the necessary form.

Here I think the trade community and the industrial community
bear the responsibility for developing this/not every thing can
be done by governments; we have to recognize that the producers,
whether in the public or the private sector and business

community have also a role to play.

Dr. A. Guecioueur: 1 should like to make a brief comment. If you

take the Camp David agreement, of course it Cpnflicts with the

situation here. I remember what Dr. Harik said: " despite difficulties
there is a movement towares integration in the Arab East." If we

didi nd have the Middle East issue, the problem between Israel and

the Arab World , the level of integration would be better or

higher. This is an important issue and since were giving examples,




-315-

1 shall éive you the example of the Maghreb countries. Our colleague,
Dr. Bani Hani did nﬁ'mention this. In the late 60's and early 70's
there were several attempts in the Maghreb countries to integrate

at the economic level, in the fields of industry, agriculture,

etc. These attempts were very well advanced and then one event
changed the situation: the issue of the Western Sahara. There were
three summits between the Algerian President, the King of Morocco
and the President of Mauritania. They all agreed that the Sahara

was going to be independent, etc. when the former colenial power

o5 H-\z re .\wek

decided to create problems, you all know what happened.
“jf Mae sa—<all ed SMadrid T(\‘?&\f“‘i‘g‘/"l‘gf-&_w_\f\'\(.\k.
Now, all that was achieved earlier has been destroyed. Of course
this situation influences the evolution and development and

integration of the Arab World.

Another point was mentioned by our colleague about '" the small

countries, fear of the large countrieé” and this is absolutely
Yrue When it comes to integration, the small Arab countries

dor nd want to integrate because of the larger Arab countires ,

and this is exactly what I meant when T said " the larger ea‘s

the smaller.' That means that there is no equitable distribution

of costs and benefits, and since this is so, we cannot have real

integration.

Take the Arab league. From 1945 until one or two years ago the
Secretary General was always an Egyptian and this hindered in
some cases development. Some countries (Jordan, Syria and Traq )
suggested changing the Agreement of the Arab league, but this
was refused . This, of course affected the integration of the
Arab World. '
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Dr. M. Saqr : When the economic analyst (especially'in the
developing sociéties ) faces a matter of an economic nature, he
finds it difficult to separate the matter from the social, psychological,
cultural and philosophical sides of the society or group whose
problem he wishes to solve. The issue of the failure of Arab
economic integration is not a separate issue from the social ,
cultural, philosophical and golitical problems of the Arab World.
The strange thing is that the Arab World was more united during
the colonial era than it kas after independence, which means that
the independence era created partition of the Arabs. In the past
the Arab citizen who fought in Syria and Palestine was the same
one who gought in Iraq and Egypt and vice-versa. But since
independence we have seen customs barriers, borders and visas,

let me say quite frankly that this'situation shook the Arab masses
who didwa-expect independence would mean barriers and visas. 1T
rememBRMwhen was addressing the Moslems in MENA a few years ago

I told them: I wonder how a nation can expect to get rid of
Tsrael and yet is unable to get rid of the passports and visas

which disunite it.

If you wish to experience the colonial issue and Arabism , just

pass through any Arab check-point. The colonialist, when we

keep insulting all the time through the media, is given preferential
treatment, whereas the Arab is searchéd , checked, etc. It is

enough for someone to speéak any other language than Arabic as his
native tongue and he S . given all kinds of priorities. Really

it 1s a tragedy.

The concepts of unity and independence require clarification from
the Islamic angle. We (as people and not politicians) believe
that the Arab and Islamic nations resources are integrated in
nature, the . faith is not complete unless he believes in

Allah - God - and the unity of this nation
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Generally, the existing political frameworks in the Arab World

want to substitute this concept by the unity concept and to
consider just geagraphic unity. In fact, there is a contradiction
between the popular and the political framework about the unity
issue, the existing political framework is a major obstacle to

the real support of the masses, and the masses are the builders

and not the political framework or the supreme bureaucracy. .

The supreme bureaucracy is the result of the impetus which is glowing
through the society's feelings and thoughts. The strange thing

is that even wealth (which is supposed to help us} is an .instrument
which strengthens ‘hationalism within the Arab World. For instance,
the Arab countries have different funds: The Kuwaiti Development
Fund, the Emirates Development Fund, and others. What are the

objectives of these differend Funds?

Even the Arab money which is used to support nationalism is an Ogéw
Yacle towards the integration of the Arab nation which is one

nation in my opinion.

Despite the different political regimes we can overcome any
political regime by means of our prospects, and we believe that
these resources ( wealth, monfz’etc.) are to be shared by the
whole Arab nation, if not today, then tomorrow. The Arab economic
integration concept requires a certain understanding and a great

impetus.

The former philosophical framework beyond Arab unity was (on
the political scene ) without real dimensions, and people were
about to dispel that unity, because they believed that is was
not a genuine unity. Have we worked through our curriculum and

mass media towards fixing this concept? The answer is no .

et me ask, which of the Arab countries is large? All these
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countries are small, size 1s a subjective indicator. Does the Arab
political decision in relations with Israel or the fact who backs
Israel carry real weighé? We complain to the EEC countries ''We
need a political decision to support the Palestinian cause'. Of
course this i1s a demand we ask for, but if the Arab countries
are not ready to take a decision in order to change themselves
from small countries to effective ones, how can they expect to
cooperate with the World?ﬁ L T

¢ How can we ask others to help
us when we do.n<l allow ourselves to take this political decision

which is the only salvation for the continuity of this nation.

Dr. A. Dajani : T should like to say that although we have heard

many negative aspects from the papers under discussion, there are
also many positive aspects in the Arab World. I think that the Arab
nation has proceeded along the path towards development and growth
in an accéptable manner over the last 30 years. If we exclude the
obstacles already mentioned, in the private sector, for example,

we have, as a commercial and industrial secctor, good relations with
all Arab countries. There are joint companies, joint meetings and
agreements towards cooperation with others. We have relations with

both Eastern and Western countries through the joint Arab foreign

chambers of commerce.

Concerning technology, there are several conferences in cooperation
with other parties. The situation is not that dark, the future of
the nation will be bright. The obstacles are natural; for a long
time we were a colonized nation, then we started to experience
liberty, then started to head in the right direction. There are
many obstacles, the principle of which is politics, the unity of
Arab ideology is what we should strive to achieve. The differences

which exist between Arab systems are a result of differences 1in
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ideology. In order to achieve this unity we should go back to
our(nationr)roots, we have the necessary foundation and if we

take this foundation into consideration we will achieve this unity.
In Jordan there are many positive aspects; we have experienced
development in the fields of industry, agriculture and education.
The same can be achieved by all Arab'countries to various extents,

and [ believe that, God willing, this could come about very soon.

Dr. A. Guecioueur: 1T should like to makec a bricf comment. on what

Dr. Saqr has said. The first step towards integration must be
taken at home integration must start within the Arab countries
themselves; other blocs can only be involved once it is in their

own interest.

Secondly, we have to ask ourselves what are the motivations for
Arab countries to integrate? Arab unity? Islam ? Self-interest?

With regard to what Dr. Saqf said concerning Arab Funds, 1 agree
with his point of view, that is why I said that Arab countries
sometimes prefer bilateral to multilateral cooperation, for example
the Kuwaiti Fund for Arab Economic Development (KFAED), capital

1 billion dinars, and the Arab Fund for Economic and Social Develop-

ment, capital 500 million dinarsqi

Concerning the order in which the topics were discussed, with the

» Agreement of Arab Economic Unity and its role in inter-Arab
cooperation being discussed second, this was done on purpose,
because there is a logic in the order of all the papers,
"Agriculture, Industry etc. I)?n1selﬂ am quite optimistic about
the prospects of integration in the future. What has been achieved
so far is quite good, but we whould not be self satisfied; however,
if we look at the potentials in the Arab World, if we look at the

dangers, the borders which are not fixed all these are potential

) —T\f\Q Cp-YI‘:Ovl u&_ﬁ-\ /&»FE"SD tuv\—.: f’)leu\ L."\trQoxs.o..J
o O f\QJ(JbQJk"QK \jbua TN O, QL“A~V“\'V~Ct .
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problems which require wisdom and a positive stand. That is why

T put this topic, the Arab Economic Unity Council after the
discussion on the causes of failure, because in my mind the Arab
Economic Unity Council can contribute, and so I wanted this

seminar to end on a positive note . ‘Let us not say that integration

has failed, because this is not true.



CHAPTER SEVEN

THE AGREEMENT OF ARAB
ECONOMIC UNITY
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The Agreement On Arab Economic Unity Between The Countries

Of The Arab League And Its Integrative Effect.

BY

Dr. Fakhri Kaddouri
General Secretary
Arab Economic Unity Council

Amman - Jordan.
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The Agreement on Arab Economic Unity Betwecn the

Countries of the Arab League

In the mid - 1950's the Arab Economic Council felt the necessity
to find an agreement through which it could tie the countries of the
Arab League, an agreement built on a new basis able to ensure the
transition of Arab economic relations to a higher type from the point

of view of clear objectives and the decision making process.

- As a result of this, the Agreement on Arab Economic Unity between the

countries of the Arab League came into being during its preparatory
stages 1t event through the Council of the Arab lLeague and it was
approved by the Arab Economic Unity Council during its fourth ordinary

meeting on June 3rd, 1957 and came into effect on March 30th 1964.

The introduction of the Agreement mentioned that " the Arab Countries,
given their desire to organise their economic relations and to streng-
then them on a basis commensurate with current national and histerical
ties, and in order to achieve the best conditions for the good of

their economies and the development of their wealth, and to ensure the

welfare of their countries, agreed upon complete economic unity."

The Agreement, therefore, was not reached outside the Arab League but
within 1t and by its will. This explains the ambition of the League

of Arab States to strengthen the Agreement and to expand it to in-
clude all its members. This was reflected in decision No. 264/D/10/J/2.
On June 12th, 1964 ( that is after the Agreement became effective) to
form a high-ranking delegation te visit Arab countries in order to
ensure the approval of the Agreement as well as of other Arab League

Agreements. That visit was meant to take place on an annual basis.
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In its decisions and meetings the AEUC called on Arab countries to
join the Agreement on Arab Economic Unity. Umtil now, 13 countries(l)
(that is just over half the members of the Arab League) have already

done so.

Regional economic conferences, whether official or non-official ,
have always stressed the importance of the non-member countries

jeining the Agreement,

At the forefront of these conferences is the regional conference on
Joint Arab Economic Strategy held in Baghdad on the 6 - 15 May 1978
and which was called by the General Secretariat of the Arab League and
the Association of Arab Economists. Official delegations as well as
official and populas (non-official) organisations participated. There
were one hundred and ten participants. More than 40 studies were
presented including papers prepared by the General Secretariat of the
League of Arab States and the Arab Economic Unity Council. In its
final document the conference called.on the rest of the Arab countries

to join the Agreement on Arab Unity.

The 10th Arab Summit stressed in . its decision (No. 7) and.in the modi-
fication of the charteyr of the Arab League on the strengthening of the
joint Arab effort and the channeling of the effort towards the rea-
lization of Arab Unity. The Agreément on Economic Unity between Arab
countries expresses the economic side of the Arab Unity on which the
10th Arab Summit insisted. This summit also decided (Paragraph b
decision No. 8) on ' strengthening Arab collective relations by
removing the barriers to the execution of existing collective agree-

ments particularly in the economic field. It is5 clear that the

(1) Kuwait, Egypt (whose membership has been frozen), Iraq, Syria,
Jordan, The Yemen Arab Republic, Sudar, The Yemen People's Democ-
Tatic Republic, The United Arab Emiyrates, Somalia, Libya , V&Gu&fﬂwan\q

57\"\; ?CA\Q—S\.;V\(_
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invitations to non-members to join 1s baSedJin particular,on this
decision, and that the Agreement on Economic Unity represents the
economic side of the joint Arab effort to which the 10th Summit

attached special importance.

The characteristics of the AEU could be summarized as follows:

That the Agreement defined its long-term and basic objective

which is the realization of economic unity between the Arab
Countries. Therefore, it translated thc evolution towards regional
unity in a clear and defined manner. This was stressed by the
decisions of the 10th Arab Summit since unity constitutes the hope

of the Arab Community (umma) and the goal of its long stniggle.

The Agreement went beyond the definition of the long-term énd
basic goal since it also stipulated the conditions of Arab

economic unity for the countries of the Arab League as follows:

- Freedom of movement of persons and capital, the freedom of
exchange of domastic and foreign goods and products, the freedom
of residence, work and the practice of economic activity and the
freedom of transport, transit, and the right of ownership ,

strusteeship and inheritance.

The Agreement also determined what the contracting parties should

do in order to achieve this economic unity, that is to create a
comnon customs union under a single administration and the uni-
fication of the tariff systems applied in the countries concerneé,
to unify the import and export policies and the systems related

to them, to unify the transit and transport regulations and make
joint trade and payments agreements with other countries as well

as co-ordinate the agricultural, industriazl and commercial policies)
and guarantee equal opportunities to all the citizens of the con-
tracting parties in the professional agricultural and industrial

fields etc...
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When defining these goals the Agreement did not set any dealine;
it left it to the AEUC to achieve them stage by stage; further-
more, the Agreement introduced more flexibility when stating that
'"it is possible to make an exception to the principle of unity

in certain cases and in some states but only with the consent of

the AEUC.

C. The third characteristic of the Agreement is the scientific and
objective link between the way towards economic unity and the
decision-making process in the sense that the Agreement stated
that the AEUC takes its decision by a majority of two-thirds

2 . .
{ 3-] of the contracting parties.

Those three major characteristics of the Agreement on Economic
Unity are seldom found in Arab collective agreements‘between the
members of the Arab League. Therefore, they quite rightly expressed
the desire of the Arab League council and the Economic Council at
that time, to find a more advanced agreement and organization

for the joint Arab economic effort.
The Achievements of the Arab Economic Unity Council.

Before talking about the results obtainéd, so far by the AEUC we
should mention some points which should be considered by anyone under-

taking a quantitative and qualitative evaluation of these results.

1. That the Agreement on economic unity became effective on April
30th 1964; it is seventeen years old. On the other hanﬁ several
other Arab councils and organizations are much older, the oldest
being the Economic Council which stemmed from the joint Defense

and Economic Cooperation Agreements in 1950.

That several regional - international blocs were created well
beforehand such as the COMECON and. the E.E.C. which weré established
in 1949 and 1951 respectively.

'ri
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That the joint Arab economic effort was and still is facing

problems and difficulties stemming from the situations and con-

ditions of the Arab countries themselves and which negatively

affect the joint Arab effort.

That not all the Arab countries are members of the AEUC {only
thirteen) . This situation did not give a comprehensive regional

approach to the AEUC as had been hoped.

It is true that the Arab countries, whether members of the
Agreement or not, were given the chance to contribute to fe¥$
achievements. The contribution and participation did materialize
in the case of the Arab joint companies and specialized unions
such as the Arab rail and road networks. However, despite this;
the fact that not all Arab countries are members of the Agreement

did 1imit . these achievements.

During its 16 years of existence the AEUC held 35 ordinary sessions
and 8 extraordinary sessions. The following results have been

achieved so far.

The Arab Common Masket (ACM):

The AEUC tool the decision to establish the Arab Common Masket on

August 13, 1964. The Market aimed at achieving the following goals:

I.

The freedom of movement of persons and capital.

The freedom to exchange domestic and foreign commodities and

products.
The freedom of residence, employment and econcemic activity.

The freedom of transportation, transit and the use of the means

of transportation and civil ports and airports.
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The decision dealt with the progressive tariff-exemption of products
produced by member countries of the ACM and exchange with the
countries which were past of the Agreement. A domestic product was
defined as a good produced locally at least to the extent of 40%.
The decision was also meant to free trade hetween the countries

concerned from tariff, quota and administrative constraints.

Despiet all these decisions to remove tariff, quotarand administrative
constraints imposed on local goods, the Mavket did not manage to free
trade completely between the countries concerned. This has several
causes, the main one being the existing economic systems in some
countries which were members of the Market and the subsequent import
policies in terms of quota and tariff barriers and administrative

constraints.

The current members of the ACM are: Jordan, Syria, Iraq, Egypt and
Mauritania, AEUC suspended the membership of Egypt on March 31st,
1979. Since mid-1978 the Council has made a tremendous effort towards
the development of the ACM, and for this reason the following main

decisions were taken,

1. The devising of a flexible formula designed to attract the less-
developed Arab Countries (Sudan, Somalia, 1AR,‘fPDR and Mauritania)
to their general economic and financial conditions. Negociations
are currently underway with these countries in order to secure
their membership according to a simple and unified basis. These
negotiations became deepev- after Mauritania joined the ACM on

July 3rd, 1980.

2. The Council has approved, in principle, the creation of a com-
pensatien fund designed to compensate the financial effects
sustained by the less-developed Arab countries as a result of

their joining the Aral Common tMarkel.

3. The Council decided to start working on preparing the legislative,
technical and administrative requirements in order to gradually

unify the tariff systems.
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The creation of a committee at the level of deputy-ministers,
in charge of ACM affairs, to solve the difficulties which prevent
the complete application of Market decisions and to suggest

ways and means of developing ACM activities.

These decisions are expected to promote the ACM by enlaf%ﬁng its

membership and by propevly and fully applying its decisions.

The Collective Agreements:

In application of (accordance with } the Agreement on Economic Unity,

the council established the following collective agreements.

6.

The Arab Agreements on Basic levels of Social Security.

The Arab Agreement on reciprocal treatment concerning the social

securities systems.

Agreements on labour movements in the countries party to the AEUC.

Agreements on Transit.

The Agrcements on avoiding double taxation and tax evasion in the

member countries of the AFUC.

The Agreement on cooperation on tax-collection in the AEUC countries.

Agreement on capital investment and capital flows between the

ABUC countiies.

The Agreement on arbitration on investment conflicts between host

countries and citizens from other Arab countries.
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ARAB JOINT COMPANIES:

Given the council's goals to achieve Arab economic development and
integration, the council opted for the creation of Arab joint companies
as one of its methods. These companies are open to all Arab countries
whether members of the Council or not, to contribute te them through

their official bodies.
The following companies have so far been established:
1. The Arab Mining Company .:, Amman, with a capital of KD 120 million.

2. The Arab company for the development of Animal Resources,

Damascug , capital of KD 60 million.

3. The Arab company for pharmaceutical industxves and medical require-

ments, Amman, capital of KD 60 m.

4. The Arab company for industrial investments, Baghdad, Capital of

Iraqi Dinars 150 m.

These companies contribute to other companies located in several Arab
countries, and at the same time they are productive in their own field

of specialisation.

To their basic goals of development and integration these companies
added a new dimension by creating practical opportunities, of invest-
ment of same Arab countries' financial surpluses, and by increasing

the level of Arab technology.

These companies have.their own autonemous personalities and it is
their administrative councils and general assemblies which lay down

their policies and operations.
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SPECTALIZED ARAB UNIONS: ‘ .

As a practical channel for cooperation and coordination between projects
that produce goods or supply services in any field, the AFUC decided

to create Arab Unions. Until now, with the cooperation of the In-
dustrial Development Centre for Arab Countries, 13 Unions have been

®
set up.

PLANNTNG :

From two angles the AEUC considers planning as the scientific and

practical corner-stone for Arab development and economic integration.
1. Through the coordination of individual Arab countries' plans.
2. Through the commen Arab development plan.

From these 2 angles the General Secretariat has been preparing, for
several years sectorial and country studies,‘the general framework

and the basis of the common Arab plan., The joint effort with the United
Nations Development Programme (UNDP) is still underway in order to

conceive a plan in accordance with Arab official discussions.

As part of its effort the €ouncil decided to unify the five-year Arab
plans in terms of when they begin and end. All the current plans began
on January 1st 1981 and will end on December 31st 1985, Many Arab
countries apply this system of unification as a necessary basis for
coordination between the plans of the various Arab countries, At the
same time the €ouncil is unifying the taxation and financial concepts

and is 1ssuing a lexicon for this purpose.

TECHNICAL ASSISTANCE:

The AEUC gives special attention to the strengthening of statistical

institutions. In the framework of its annual assistance programme
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provided to the least developed Arab countries, the Council gave
$ 1.247 m. during the 1977/79 period. This financial aid is used to
finance the creation qpstatistical units, staff training and the
acquisition of equipment necessary for their functioning . This aid
is provided over and above the assistance provided to the member

countries to set up long-term planning units.

THE UNIFICATION OF LEGISLATION AND CONCEPTS

The Unified Customs Law:

In its decision No. 1706 (4.6.1975) the €ouncil approved a model for

a unified customs law. The member countries were given the freedom to
add or modify parts of it in a manner suitable to their conditions
provided the dialogue continues between the member countries in order

to achieve an acceptable unified law. Some countries took this law

as a basis for their customs leglslatlons while others added some p01nts

contalned in it to their existing laws.

The €ouncil compiled a lexicon of unique customs concepts in accordance
with concepts and definitions contained in the unified customs law;

at the same time the €ouncil expressed its desire to unify those concepts
specific to its members and pertinent to.other Arab countries in

general.

The €ouncil compiled a lexicon of unified customs allowance equaly ,
considered as a complement to the unified customs law and.which was
approved by decision No. 87 on July 6th, 1978. It is worth mentiening
that all these laws, procedures and lexica dealing with coordination
and unification constitute vital steps towards the building of the
custom-wall. One has to men@ﬁrﬁthe common lexicon financial and

taxation concepts, prepared.by the AEUC.

THE ROAD AND RATLWAYS NETWORKS:

As a result of the AEUC's concern with the development of the basic
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infrastructure of the Arab countries, their interlinking and integra-
tion, the council came up with two plans of roads énd rallways aimed
at linking Arab countries with one another as well as with other

.

countries.

After intensive work which lasted azound three years this project
constitutes the first one of its kind at regional level undertaken

by the Gencral Secretariat of the AEUC. This project will be achieved
thanks to the efforts of individﬁal,countries, but also thanks to
help provided by the General Secretariat. The General Secretariat
will use the financing facilities provided by Arab countries and
fegional funds especially when countries cannot bear the burden of

finishing part of the projects within their borders.
This project constitutes one of the fields where the AEUC contribute

to the integration of the transportation and communication sysfems

between the Arab countries.

ARAB MONETARY FUND:

The creation of the Arab Monetary Fund was a great initiative of the
AEUC which contributed to all its preparatony stages until it became

functional in 1977.

COOPERATION WITH INTERNATIONAL ORGANIZATIONS:

In accordance with the council's orientations to create cooperative

relations with international organizations in order to benefit from

‘their capabilities and experience. Relations have been forged with

the UNDP (United Nations Development Programme), UNCTAD (United Nations

Conference on Trade and Development). These relations reinforce the

AEUC's role in the sphere of international economics.
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A.  COMPREMENSIVE OUTLOOK OF THE AEUC'S ACTIVITY:

It is clear that the AEUC, thanks to this deep understanding
of the Agreement on Arab Economic Unity, sfessed its activity
from several angles as necessary bases to create a strong
base few Arab economic integration which constitutes the

foundation of Arab economic unity.

The main approach  persued by the Council to achieve its
-’faoa\ % are:

- the ACM approach with its vast and manifold goals. The

Market is seen as a necessary approach in that it constitutes

the first step in the field of Arab economic relations and
in the accompanying technical, administrative and tax

procedures.

The productive approach through Arab joint companies and Arab
specialized unions. The purpose is to maximize Arab joint
production and to enlarge its basis and to strengthen the links
between Arab economics. Another chjective is to iﬁcrease the
excﬁange of expertise between similar Arab industries and the
deepening of the coordination process between them, and to
create opportunities for enlarging them on joint integrative

bases.

The infrastructural approach which plays & basic role in
achieving the inter-linking of Arab economies and in facilita-
ting mutual relations which constitutes a basic requirement for

any Arab economic integration.

The planning and statistical approach, by coordinating the
different national plans and unifying their time lapses and
by creating a common Arab plan, because planning constitutes

the only approach to build a common integrative basis from
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scattered économies which develop without taking intc account
the regional elements. The purpose of this approach is to
contribute to building and stremgthening statistical activities
in the Arab countries as a necessary introduction to the
development, and unification of the data basis in the Arab

countries.

5. The proceéufea and legislative approach as a necessary pre-
paration in achieving the main goals in the fields of exchange,
production and investment and to organise the flow of labour
force and others through collective agreements and the uni-

fication of legislation and concepts.

6. The financial and monetary appfoach through the initiative
to create the Arab Monetary Fund whdse role is to support the
balance of payments of the Arab countries, an operation which

tends to strengthen inter-Arab economic ties.

All these approaches were used at roughly the same time because the
sticcess achieved in any of them will strengthen other approaches and
their results will contribute to the creation of an Arab economic

integration basis.

It is clear the AEUC did not resort to the creation of the ACM because
it is the easiest approach as has been said by some, but it is
axiomatic in economics and in the practical field that exchange re-
lations constitute one of the first of any economic relations. They
are primary, necessary and conditional relations that create opportuni-
ties for deeper and various relations in common interests in the °
field of exchange. Therefore the council did not limit itself to
exchange relations but it went beyond them by laying down the ground

for Arab ecouomic integration.
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HOW TO EVALUATE THE JOINT ARAB ECONOMIC EFFORT:

As has already been mentioned, the Arab joint effort has so far not
achieved highly satisfactory results especially with respect to the
hope placed in it, with respect to the magnitude of the material and
- human capabilities of the Arab countries and with respect to the
importance of the danger and challenges which surround the Arab World

and the Arab community (Umma).

However, in the political field, the Arab joint effort achieved great
results, especially when compared to the economi ¢ sphere which affects
the former both negatively and positively. However , despite its
achievements the Arab joint effort is facing difficulties in the

economic sphere as a result of:

1. The general level of development of the Arab countries which are

developing countries.
2. The weakness of the joint Arab effort in the political field .

3. The dissimilarity of Arab countries basic economic and political

systems.

4. The emphasis given to a country's interest at the expense of the
regional interest tends to limit the improvement of economic

joint activity.
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The Agreement on Arab Economic Unity °

Comments and Suggestions

The Agreement on Arab Economic Unity (A.A.E.U.) includes 13 member .
countries. The population of the member countries totaled 97.5 millions
or about 65% of the total population of the Arab World. The secretariat
general of the A.A.E.U. presented a paper to this conference. The
paper enumerated the most important achievements of the Agreement

such as:

- The ratification of the Arab Common Market by five Arab countries
whose population is estimated to be about 63% of the total

population of the member countries of the Agreement.
- The Arab Monetary Fund.
- Collective agreements regulating labour and capital movement.

- Joint ventures in mining, medical ° industries, animal produc-

tion and other industries.
- The law of customs union.

- The co-ordination of national planning research and technical

ailds.

The paper admits, however, that these achievements, important as they
may be , are still not ambitions enough if compared with the ultimate
objective, which forces on the establishment of full Arab Economic
Unity in which there would be an Arab common market with complete
freedom of movement of Arab labour, capital and various products
in a way conducive to economic integration. Such a unified Arab
block should have a unified economic policy in foreign trade vis-a-vis

other economic blocks and the rest of the world.
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Arab countries are characterised by underdevelopment and heterogeneons
political regimes. Taking there two facts into account, any indepen-

dent observer would conclude that the achievements of the A.A.E.U.

are acceptable.

However, I beg to differ with the conclusion of the secretariat-general's
paper- and the widespread view- that the heterogenity of the political
regimes is a decisive obstacle to the achievement of Arab economic

integration.

T believe that the stage of Arab economic development is the main
obstacle to economic integration and that economic development is
the only path towards economic integration even with the prevailing

different political regimes.

Most of the Arab countries are now going through the "Big Push " stage
of development which is more evident now than at any other time.
Since 1973, for example, the ©il- producing states became the masters
of their own resources and took the initiative with new policies for
the export of oil and the use of the o0il revenues for the social and

economic development of their countries and other oil-poor countries.

There are certain leading sectors which are considered of high priority
by the secertariat-general of the A.A.E.U. and they must be concen-
trated on for the realization of economic integration. The high-priority

sectors include the following:

1. Man'E OWET:

Over a million and a quarter workers from seven Arab labour-
surplus countries are migrant workers in nine oil-producing
states. This is an excellent example of the possibilities of
integration in the field of human capital mobility. However,
this still awaits organization and coordination in order for
the "Arab worker to move freely within a unified Arab market
and settle in any Arab country enjoying the sameé rights and pre-

vilepes as the natives.
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Industrialization:

Oil-based industry is still in its infancy. Together, Arab countries

form a large market which makes the establishment of petro-
chemical and other industries based on crude oil economically

-viable projects.

Food and Agriculture:

There are signs of growing interest in agriculture and industria-
lizing agricultural products. The needs of the Arab World how-
ever, require more effort towards integration in this rather
important sector. In this respect 1 fully support the call for
building-up food-stocks on the same lines of the build-up of

oil-stocks in the West.

Inter-Arab Scientific Research:

The establishment of Arab universities specializing in post-graduate

and scientific research studies is essential for Arab economic
integration to play a leading role in realizing this objective,
and also to stimulate the return of Arab scientists and highly

qualified manpower abroad.

Dr. H. Yahya
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DISCUSSION

FIRST QUESTION: Two points have been raised here, the idea of economic
cooperation and the idea of economic integration . I should like to
distinguish between them, Economic coo?ankiuﬂ, as Dr. Kaddouri pointed
out, is subject to discussion at any time between any two or more
countries the world over, but integration is a more preclse concept.
Whatever ouvr definition of integration may be, it must eventually aim
at eliminating local markets or the barriers that divide local markets
with the aim of achieving one market in the end. When we talk about
Arab economic integration, we mean that there must be a unified Arab

economy at the end and no interior walls but just one wall surrounding

the entire Arab World (economic wall). This 1s an important concept.

From here I should like to move to the point raised by Dr. Yahya
concerning labour and the fact that there are 1.5 million Arabs working
in other Arab countries. In actual fact, this phenomenon might occur

in any part of the world. For example, we can find the same quantity

of Pakistanis or Bangladeshis (as Arabs), in the Gulf Countries. But ,
what 1s the difference between a labour migration resulting from eco-
nomic integration and a labour migration which dees not result from

economic integration?

The difference is that the labour movement resulting from economic
integration involves free movement of the production factors including
labour. That means that if the 1.5 million Arabs working in other Arab
countries have the freedom to move from one Arab country to another,
freedom of enterprise and freedom of residence then this indeed is a
wonderful integrative phenomenon. Otherwise, it is still an inter-

national phenomenon, like the presence of Arabs in the U.S.A.

This also leads me to another point raised in this seminar, the
"nationalists', who, as we all agree, play a negative role in economic
integration. True, this is a conflict because the aim of integration
1s basically to benefit all the member countries and, by definition, to

overcome narrow-mindedness and self-interest. Because if this integration
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can not overcome the nationalists, then it is aftifidial . We can say
that there are many non-economic issues that force us in this direc-
tion, towards this integration. This may be true in the case of the
Arab World since the aims of economic integration are basically poli-
tical ones, as a recaction to political needs. From this we may under-
stand one side of the problems of Arab economic integration. Why

doesnt it give a result ? Why is it blocked? Because it has a poli-

‘tical framework preceding the economic framework.

I should like to ask Dr. Kaddouri two questions: First, the develop-
ment of Arab economic unity, is closely linked to the exceptions
issue which 1s a very important issue and which blocks the execution
of the Arab Common Market. decisions whenever a decision about the
exéeption of certain goods is taken. For example, Jordan'is able to
prevent the in-flow of‘éxception goodsq(exceptions of quantity and
quality)}... I do not know where this exception issue 1s now. Is'it
still going on despite the fact that we have reached the stage of

100% liberation, or not? Second: The Arab Common Market, despite its
name is not really a common market in scientific Yerms but rather a
free trade zone. If we have reached the. stage of a free trade zone by
removing the customs barriers which formerly existed hetwéen its members,
why doindt we move a stage furthef, what are the reasons for not doing
this? Why dorndl we progress now, for instance, to the customs union
stage rather than to the actual common market which comes at a later
stage.

.

Question: In fact T would like to ask the ALUC Secretary General this

question: One of the obstacles to Arab economic unity is that many
Arab countries didAndrsign the Arab economic agreement and did not join
the Arab Common Market. Is there any hope that these countries may

join, and if so, when.?

.Twﬁrns Question: Actually, what has been presented by the Secretary General

of the AEUC is very important: the sequence and the four barriers. What

we look forward to in the Arab World, is to overcoming these barriers,



'3““"'

We have the impressién that the Amman Summit will deal specially with
economic issues and we hope (as a private sector) in the Arab World,
especially after the Bahrain conference held in May that this Summit
may overcome these barriers during the last few months these has been
an effort amongst the Arab countries to formulate the basis for the
Summit. The question is, therefore, what are your impressions about

. the possibility of this Summit acheiving its expected goals?

Dr.FKaddouri:- With regard to the first remark concerning
cooperation and integration, in fact, since the cmergence of the
Alexandria Protocol in 1944, then the Arab league in 1945 and the

treaty of Dofence and Economic Cooperation in 1950, these Arab
conventicns have stated the principles of cooperation between the

Arab Countries whatever the terms might be(loose cooperation, close
cooperation etc....). This was in the mid-fifties. Following the progress
of the Arab joint effort and the situations that affected it, a will

has emerged for an agreement to reflect the desire for a joint Arab
action on the economic side to shift the formuia for cooperation more

towards integration leading.to total unity. In accordance with this

need the AEUA emerged in 1957 and became operational in 1964.

After the common defence treaty and the economic cooperation in 1950
many collective agreements appeared on the Arab level, the most
important of which was the AEUA which adopted the principle of in-
tegration and unity and regarded the éooperation principles alone

as no longer (being) cohevent with the new prospects for a joint

Arab effort. This was reflected in the constitutions and conventions of
most of the Arab organisationé. Concerning labouy migration and
facility of mobility, of course. the AEUC is for the frece movement of
workers. At present we cannot say that there is complete freedom of
mobility for workers or even for individuals ( for example today when.
travel to several Arab countries with my diplomatic passport I still
have to have a visa) and there are other situations and tight re-

strictions.
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The unrestricked mobility of Arab labour is an ambition which we look
forward to but which existing conditions restrict for several reasons.
There are Arab.countries which do not want to have more than a certain
percentage of Arab workers. They are afraid of social distortions or

a change in certain structures. This is known , at present in the Arab
countries when labour leaves a country- especially a rich one - re-
sulting in a labour shortage. So, we can say with regard to the
achievement bf its goals, these must exist certain Arab collective
organisations to face the requirements br to achieve the final target,
and simultancously, take care of the problems which the skilled labour
exporting countries may face. So, I think that the intermediate stages
do not require any kind of arrangements (agreements) or planning to

achieve benefits and decrease losses.

Concerning the exceptions that apply when a member enters the ACM,
these are still valid in principle but not in practice. Last June '

Mauritania laid downqu@joining the Market an exceptions list

)
The AEUC accepted Mauntania and its exceptions list considering its

financial and economic situations.

So the application of exceptions is still valid but it does not apply
for countries who are already members. However, there is flexibility
in that whenever a member has an extreme need for exception, then it has

the right to request them.

It is time that the so-called Arab Common Market (ACM) is not essen-
tially what its name implies. It is, in fact for the time being, a
free trade zone. As I said the Council is getting ready to shift,

from the free trade zone to the customs union zone. We are making the
necessary technical and legislative arrangements to boild the first
stage which is the unification (standardisation.? of customs duties

or the custom wall union on the primary goods entering industry. After
this the other stages will follew.With regard to the reasons for not
moving to build the customs wall, this decision was, in fact, "qb-&\?\
previously but the execution was postponed for a while. It seems that

there were many different reasons for delaying the construction of the
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customs -wall. However, we hope that, following the decisions issued

by the council in previous sessions, this union will soon be executed.

Concerning the countries which did not sign the agreement of economic
unity, I mentioned that 13 Arab countries are new members (half of
the Arab League members plvs one) and the ACM comprises six countries.
But is there any hope of others joining and when? I shoutd like to

say that the AEUA is, admittedly, the advanced formula of the joint
Arab effort, and the member countries did not all join in one year

but on subsequent dates. The same applies to the ACM. When the first
national conference for a joint Arab economic strategy was held in
Baghdad (1978) with the participation of more than 100 experts more
than 40 papers were presented during the week long conference which
resulted in an important charter. One article of this charteyr called
upon the Arab countries to join the Agreement of Economic Unify.

In addition, the Economic Council has decided to ask the Arab League
Secretary in cooperation with the Unity Council. Secretary General to
visit the Arab countries and invite them to juin the Agreement. This
sheds light upon the position df this agreement and the attitude of
the conferences towards the Agreement (the official Arab Stand ),

and I believe that when there are suitable political circumstances in
the Arab countries, then the way will be open for the rest of the Arab
countries to join the Agreements. But when? No body can tell, I should
like to mention that some of the collective agreements which were
approved never saw daylight. Others were approved but only came into
effect 5 or 6 years later. This is the nature ¢¥ the Arab joint effort,

we do;J%Timagine that a collective agreement officially apprdved.by

the Arab League or the unity council will include all the Arab countries

the following year. We can say that the AEU. is the most important
Arab collective agreement with the characteristics already mentioned.
Then if, we put the Arab joint effort aside with its problems and put
the needs of the Agreement forward we can see that the task involved
is a hard and laborious one, requiring patience and effort not despair

and neglect. .

e e
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With regard to the objectives set and in the light of the prevailing
Arab political atmosphere, we can say that this agreement must be
supported and the Arab countries must be called upon to join it and

pocl their efforts towards their common committment.

Concerning the coming Amman Summit, it. is not specifici, even though
it 1s sometimes referred to as the Amman Economic Summit. In actual fact,
it is the 11th Arab Economic Summit, there is no specialisation, but
this Summit will consider some important economic 1ssues that are on

the agenda starting with the Arab joint economic strategy which we

hope will be adopted. In fact it will give the Arab joint economic
effort a push forward with one of the‘elements mentioned by the strategy

1

chartey being the medium-term Arab joint development pian, with the

participation of the unity council and the economic council.

Dr.z-Harik:- A question concerning Arab labour was raised. Dr. Yahya

would you like to comment.

Dr.pYahya:- There is a difference of opinion between myself and Dr.
Kaddouri. I consider labour migration as part of Arab economic integ-

ration, whereas he does not,

Dr.ABadran:- My first question is to Dr. Kaddouri about the unity of
;he customs wall or the unification of customs duty among the Arab
countries of the ACM. Does this unity concern industrial inputs that

may be exported from one Arab country to another, or does it apply to
all foreign goods entering the Arab Common Market? And if it covers
everything entering the ACM will this mean that there will be free
mobility of goods which are''Arab Made" but whose components are, in
actual fact, imported? Can these goods, with a low degree of integration

move freely between Arab countries without any customs or tax duties?

Second question: I think that the main goal of the Economic Unity
Council was ambitious 1 believe that the basis did not take into
account the political framework: which must be taken into consideration

in order to achieve the minimum level of integration. I mean we always
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ask for 100% integration, but I think we should achieve the minimum
level then gradually shift towards a more comprehensive integration.
Many countries depend on customs revenues for their budget, other

countries doﬁvﬁ give them much importance because they are well-off.
Therefore, they,donu* need the customs revenues from imported goods.
Others, on the otherhand rely on this source of revenue to balance

their budget.

We have different Arab countries. Some depend on local industry or
all and its derivatives. Others depend on services. Their respeétive

policies reflect these economic structures.

From this point of view, it would have been wise to follow the
European Economic integration process, that is to move gradually,

step by step towards comprehensive integration.

Question: When we actually talk about Arab economic integration or

Arab economic development we are talking about our hopes, prospects

and ambitious rather than specific practical steps, even when talking
about the actual Arab status. I dowe think we have a disparity. Now

" we have 21 Arab countries. There are basic differences in their pelitical
systems and in their - "7 ideology, in their economic policies

and economic concepts at the social leﬁel. At least at the Arab level
we have thregblocs of political, economic and soclal concepts. Now the
question 1s to Dr. Kaddouri: when considering the Arab joint effort

and especially economic integration; is it not better to consider it

at the sub-regional rather, than at the regional level? Would'hJ'integn

ration on a wider scope (regional) be more difficult to achieve?

the national goods flew and the position of the customs wall, I have
already mentioned that a free trade zone has existed between member
countries of the Arab Common Market since 1971. The free movement of
goods without any tax duty concerns only those goods which include
at least 40% of the value added at the Arab World level.
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The proposed customs wall will eventually consider all goods entering
the ACM, whether they are primary goods, intermediate or finished goods.
The Council has also decided to construct this wall gradually beginning
with the unification of customs duties imposed on foreign imports

then the unification of customs fees (duties) on primary goods in

similar industries.
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Undef the Patronage of his Royal Highness? Crown Prince Hassan,

~a symposium was held at Yarmouk University? Liaiseon Office

in Amman ( Jordan) on the 4th and 5th November 1980, The symposium
was entitled " The Problems cof Arab Economic Development and

Integration"

A large number of Arab and foreign experts, a selected group of
university professors from Jordanian and Arab universities,
representatives from the ministries and private and public corporations

participated in this symposium,

The following topics were discussed;

1. The Problems of Agricultural Development and Integration in
the Arab World.
2. The Problems of Industrial Development and Integration in

the Arab World,

3. Financial Integration in the Arab World

4, The Preblems of the Transfer of Technology and Arab Economic
Integration,

5. The Experience ¢f The European Common Market.

6. Obstacles to Arab Economic Integration,

7. The Agreement of'Arab Economic Unity and its Role in inter-

Arab economic cooperation.

After preserftation of the research papers and having listened to the
interventions of the participants, . the follewing results and
recommendations were drawn up.

®

First: The Problems of Agricultural Development and Integratiocn

in the Arab World,
As a result of the misuse of extensive areas of
cultivable land, its water supply and agricultural

labour force the Arab World's imports of the main



e =

_352-

food-stuffs have been increasing, This represents

a serious phenomenon which aggravates The Arab Wrorld's
dependancy on the exporting countries,

This dependancy - has to be avoided for food has become

a dangerous weapon to which exporting countries often
resort in order to blackmail the importing cocuntries.

Consequently” the participants recommend the followingg

To coordinate agricultural policies in 6rder to develop

Arab agriculture through the best use of land water

resources, employment and land reclamation and by increasing

productivity through intensive techniquess of production,

Paying special attention to the agricultural sector

crops as well as livestock in the Arab countries which

enjoy cultivable lands’ water resoruces and labour force-

developing the "Arab Wheat belt" constituted by Irag

Syria! Algeria and Morocco and livestock in countries

such as Sudan. and Somalia,

To improve the domestic price system in order to secure

the appropriate financial incentives which will raise

the production of the farms and cooperative units,

Establishing stocks of wheat and other storéble food items,

at the earlieét, as a reserve against any sudden shortage

in the commodities which may result -in a serious threat

to Arab food security?

Paying special attention to agricultural training and

supervision, and estéblishing an Agricultural Research

Institute at regional level whose purpose would be to
modernize production methods, introduce new tecﬁ%iques

and new inputs such as pesticides and fertilizers which would

improve quantitatively and gqualitatively agricultural outputse

This policy implies the establishment of close relationships

between the agricultural and industrial sectors which would

subsequently limit;a rural exodus,

JRop— ST
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Providing the required funds to establish an Arab
Financial institution which would assume the
responsability of making the necessary investments

available for meeting the demands of :fooa 56.6—\3‘7\."(

The Problems of Industrial Development and Integration

in the Arab World,

Reliance on outside sources for its industrial needs
represents a highly costly and very serious dependancy
owing to the magnitude of the import,

Therefore"

the participants in the Symposium consider
that integrated Arab industrialization has to be one
of the priorities of the joint Arab effort, due to
the important role that this industrialization may
play in changing the structure of the Arab economies.
It is important to establish:

Petrochemical and chemical industries and their
derivatives,

Engineering Industries,

Intermediate industries such as steel and iron.

These basic industri&s have highly developmental and
integrative results due to their prepitious effects

to introduce other industries through their downstream

and upstream links.

However?the level of supportive procedures to perform

a Joint Arab Industrialization effort the participants
récommend the strengthening of the Arab Corporation

for Industrial Investment’' the improvement of the
educational, training and management programmes as well

as providing the required funds.
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The participants emphasized the fact that all
industrial plants should depend on satisfactory
rationalization of designf cost, geographical
distribution and optimal utilization of inputs®

For this purpose regional planning and coordination
have to be introduced in order to avoid duplication
of effort | high cost, framgmentation of experience -
and inabilit& to advance research and development

institutions and operations.

The Problems of Financial Integration in the Arab

World;
‘_"-—-'—-

One of the most prominent characteristice of
the Arab economies lies in the disparity in financial
resources available for each countryf Therefore
the participants emphasizeq the importance of
Arab financial integration through the development
of regional financial markets which aim at financing
economic projects in Arab countries, These stock
exchanges could be developed as follows,
Reorganization of the existing finaricial services
in the Region in the order to make them more efficient,
Greation of an institution, dealing in stocks and
bonds, able to bear financial risks along the same
lines followed by similar specialized institutions
in tthe Kuwait and Amman financial markets:
a) these institutions would assume responsibility
in taking the mikial risks for marketing the
stocks and bonds issued to finance development

projects and at local or Arab levels,

b) In buying and selling the subscriptions , efforts
should be made towards facilitating the participa-
tion of the Private and Public Sectors with the

Arab monetary institutions and development banks
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and other financial institutions: and towards
stimulating a positive attitude on the part of

N > . ]
the Arab saver vig-a-vis the private sector,

c) TO!MAQQ_Sure that these bonds and stocks can be
transformed quickly into liquidities and that they

can be marketed at any time.

to attract "Arab  financial surpluses and to direct
them to investment purposes in the Arab World and

to provide the adequate atomosphere to this effect,

Prehlems of Transfer of Technology and Arab Eccnhomic

integratoin.

Technological security is an important compenent of
national security, It does not depend on ready-made
foreign technology$ importation of foreign skills or

the help of foreign consulting officesprather it

depends on strengthening technolegical capacity

For this purpose the participants recommend the
following ;

Capital intensive projects with high technological
contents should be properly located at regional level,
More resources should be earmarked for R & D purposes,
vocational training, for creating consulting engineering
capacity and for small :and medium size production projects.
Abandonment of the traditiconal method of transfer of
technology through "turn-key" basic projects and

the complete reliance on-foreign consultancy bureaux
which , to a large extent, control Arab development

patterns,
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4,5 To work towards breaking down the "techndlogical

[#2]

monopoly", existing at international market level

inte its various components in order to choose those

which suit the Arab environment and the long term

targets of Arab economic and social development,

Adeptation of imported technology and creation of

a domestic technology adapted to local conditions,

This adaptation and this <¢reation require the

followings

al

b)

c)

a)

Establishing and developing local centers of
research and offices of engineering designs,
Establishing and developing R&D units at uni-
versity and main integrated industries level and
earmarking at least l.ﬂaz of annual G N P for this
purpocse,

Reexamining, with a view to improving, the
existing educational and training curricula,
Stopping the ﬁrainvdrain by creating an adeqguate
scientific atmosphere and providing the necessary
financial resources. ’

creation of an Arab centre for Economic and

scientific research.

The Contribution of the European Economic Community

{(EEC} to the Development and Integration of the Arab World

The participants to - the Symposium emphasized the

need to strengthen Arab economic cooperation with

internaticonal economicrgroups? particularly the

developing countries within the framework of the

South-South Dialogue and with the E.E.C, countries

within the framework of the Euro-Arab Dialogue



'\

Sixth:

=357~

provided that the cooperation does not -hinder the

Arab common effort which is based on selfreliance.

6bstacles to Arab Economic Integration,

The process of Arab Economic¢ integration reguires

the adherence to collective work at the national
economic level, This requires’ the creation of
integrative institutions whose goal is to realixé

Arab Economic integration. The obstacles could be
summarized as follows:

The weakness of the general relationships amongst Arab
Cbuntries, a weakness that affects negatively the

Arab economic joint effort.

The dependency of individual Arab economies’ in one

form or another on industrialized countries.

'
The different stages of economic development
reached by Arab countrié&s, and thier strdcutral
imbalances as individual Arab Countries ,

Imitating industrial nations' development patterns

without consideration of the current stage of

development reached by Arab countries,

The lack of coordination when executing Arab economic
policies,

The effects of external factors and events’ and most
importantly the Isreaeli océupation which adversly
affects the Arab economic common effort,

The negative . 2ffects of narrow - interests tend to

obstruct Arab economic joint efforts:
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Seventh: The Agreement on Arab Economic Unity and its Role

in inter-Arab economic cooperation.

What has been achieved, so far, on the level of
economic integration i1s relatively negligible when
compared to the large pofentialities, the challengeé
and dangexs which face The Arab World and its set

goals.

Therefore the symposium considers that:

1. © Arab economic development must be cast within the
framework of Arab economic integration.

2. Arab economic integration , as a step towards econcmic
unity between Arab countries has become an inevitable
necessity rooted in national bonds and Arab character.:

3. The necessity to direct Arab economic joint efforts
towards Arab economic unity.

4. Arab political will should play a larger and more
effective role in formulating the foundations of Arab
economic integration.

5. Planning at the Arab World level should be used as
a means to reach Arab economic integration.

6. Strengthening and enlarging the Arab Common Market

in stages which stimulate Arab Economic Unity.

After reviewing the document entitled " The Arab Common Economic
Strategy"” which has been approved by the extraordinary meeting the |
restreint committee, which emanated from the Symposium, considers
it as an important document and recommends its approval which will

represent a great boost to Arab Economic Integration.
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