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A. HIGHLIGHTS OF OVERALL REVIEW OF GROWTH FERFORMANCE

l. Growth of production

1. Between 1970 and 1973, gross national product (GNP) in real terms grew
by 14 per cent per annum in Saudi Arabia, 6.5 per cent in the Syrian Arab
Republic and by less than 2 per cent in Jordan. Over the same period, real

GNP growth probably averaged around 30 per cent a year in each of Q-tar and

the United Arab Emirates, and, valued in monetary terms, was about 16 per cent
in Oman. Bahrain, Kuwait and Lebanon experienced real growth rates, in the
period 1970 -~ 1972, estimated &t 3 pcr cent in the first country and at about
10 per cent in each of the remsining two countries. In Irag, on account of the
sharp reduction in oil production during 1972, growth in real GEP averaged
about 6 per cent in the first two years of the present decade. Yemen's GNP in
monetary terms grew at an average rate of about 1§ per cent in 1970 - 1972; in
Democratic Yemen the annual growth in real GNP is estimated to heve averaged

3 per cent during the same period,

2e Many of the factors that were responsible for holding down growth in the
Region below potential during the 1960's continued to exert their influence into
the present decade.l Notable among these remains the Lrab-Israeli conflict

which culminated in another open confrontation in 1973, with particularly

;/ hLmong the factors affecting several countries at a time, special mention
should be made of the irab-Israeli conflict and the impact of unfavourable
weather conditions on agricultural output. In both Iraq and the Syrian
Arab Republic, the last decade was a period of transition from one political
and socio-economic system to another. Growth was hampered by a relatively
weak external position, necessitating the imposition of import restric tions
in both countries. .n important inhibiting factor affecting the growth of
the Iraqi economy is also to be found in the low rate of growth of the oil
sector relative to the situation in neighbouring oil-producing countries.
Internal strife, which sometimes took the form of civil disturbances, as
in the case of Iraq, Jordan and Yemen, was also responsible for depressing
growth below its feasible potential. 1In certain cases, inadequate planning
and implementation of public projects tended to dissipate part of the
limited resources available for development purposes. In other cases,
notably in some of the oil-producing countries, as well as the less developed
countries of the Region, growth was below potential on mccount of the
relatively low absorptive capacity of these economies for productive investment,
reflecting mainly institutional and manpower constraints.
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damaging consequences for the Syrian economy. In atdition, the Region was not
spared the consequences of rapidly growing world wide inflationary Pressure

and the disturbances affecting the international monetary system. Bowever,
growth in the Region during the first half of tha 1975'5 has been particulerly
marked by developments in the 0il sector, the implications of which extend beyond
the Region and the bresent decade. These developments, by shifting the belance

of power from the international oil companies to the producing countries with

control over the exploitation of oil resources angd ancillary operations, have
resulted in g gharp rise in the countries' take per barrel of crude 0il produced
and, consequently, in total oil revenues, which could not have been contempleted
a few years baclk. The sharp increase in the price of 0il revenues, since the
last quarter of 1973, has had g substantial iipact on growth DProspects in the

Region and on the Region's role in the world econony.,

3. With the €Xception of Saudji Lrabia, the two Yemens, Lebanon ang Omen,
where annual average growth rates of Ponulation during the last decade agre
estimated to have been in the neighbourhood of the rate (2.5 per cent) recom-
mended for developing countries as g whole under the International Dcvelopment
Strategy for the Second Development Decade, the remaining countries of the Region
are believed to have experienced significently higher ratece of Population growth,
This rapid increase in Population, during the 1960s, has implied for certain
countries growth rates of per head national products that are lower than the DD2
average annual target rate of 3.5 per cent. Thus, the QNP ber hesd of Democratic
Yemen is estimated to have declined by 5 per cent ber annum over the rast decade,
while that of Yemen herdly reccordeg any growth during the period. loreover, the
initial years of the present decade have witnesseqd a further widening of the
already very lerge gap between the high and loyw Per head income countries in

the Region.

2. Structural chanqe‘and imbalance
4. Under the inpact of the recent develonments in the o0il industry and g

sharp rise in production, the contribution of crude 0il to total output in Saudi
Lrabia rose from an average of about 47 per cent in 1968-1970 to 68 per cent in
1973; notwithstanding the lack of national accounts statistics, it is reasonable
to assume that the dependence of both Qatar and the United 4rabd Emirates on oil
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also deepened., Available information shows an increase of 6 percentage points
in the share of crude 0il production in the GDP of Irag, raising its share to
37 per cent in 1971, With the sharp recovery in Iraq's ecrude oil production
in 1973, its share could have gained further in relative importance. Oving to
a declining or slowly growing level of production, the share of crude oil in
total output was only about 2 and 5 percentage points higher in Bahrain and
Kuwait, respectively, in 1972 compared to the situation Prevailing at the end
of the last decade, whereas in Oman, the corresponding share fell frop 71 per
cent to 55 per cent in 1973. .

5 In the non-oil countries, with the exception of Lebanon, agriculture
constitutes the most important of the commodity sectors, albeit experiencing a
generally declining role. In the oil econonies, it is only in Iraq that
agriculture makes g significant contribution to output; this contribution,
however, seems to have remained virtually unchanged during the 1960s, averaging

around 17 per cent of total output.

€. Industrial production still occupies a modest place in all countries of
the Region. 1In Lebanon and the Syrian Arab Republic, for example, which enjoy'
the highest proportion of manufacturing and power output relative to GDP (with
the exception of Bahrain and Democratic Yemen where, on account of petroleun

refining, the share of manufecturing and power in GDP is significantly higher),
this proportion d4ig not exceed 15 %o 16 per cent by the end of the last decade.

The same activities accounted for ghout 2 per cent in Yemen and were of negligible

importance in Oman and the United Lrab Emirates, Significant increases in the
relative importance of these activities over the past decade are apparent only

in Jordan and Kuwait; in both countries, hovever, Cxpansion has been achieved

from an initially small industrial base. Information on the opening vears of




7. Lside from Kuwait and Saudi Arabia, where oil refining dominates
manufacturing activity, industrial production in the relatively more industrig-
lized countries of the Region consists largely of light menufacturing. This
state of affairs does not seem to have undergone a marked change over the last
decade. In recent years, however, several countries in the Region have been
giving increasing attention to more capital intensive and/or export-oriented
industrics notably in the field of petrochenicals and other energy intensive

industries, fertilizers, steel and cement.

8. It is evident that there is an urgent necd to diversify the structure of
output in both 0il and non-oil countries. In the former group, heavy dependence
on crude oil carries with it an element of risk far greater than could be
implied by a similar degree of dependence on another comnodity, given the
exhaustable character and the stratecgic importance of o0il for the world economy.
Similarly, while heavy reliancc on services has nos prevented Lebanon and Jordan
from developing at relatively high rates, the argurent for diversification in
the direction of production of naterial goods remains very strong. This is
because the continued satisfactory performance of the services sector largely
depends on external factors which are beyond the control of the two countries

in question and meke their economies highly vulnerable to economic and political

decisions taken abroad.

S. hs to the utilization of resburces, consunption generally absorbs a
significently lower proportion of output in the oil econcyies, compared with

the situation in the non-oil cconomies. Lvailable information for the beginning
years of the 1970s reflects significant decline in the consumption/GIP ratio in .
each of Kuwait, Saudi Lrabia and the Syrian Lrab Republic. Private consumption
remains considerably more important than public consumption in the non-oil
economies, relative to the situation in the oil econonies. The share of the

public sector in total consumption, however, has shown a marked tendency to increase
in each of the Syrian Lrasb Republie, XKuweit and Jordan, with little change reported
in the case of Iraq, Lebanon snd Savdi Lrabis. External demand generally assumes

a much greater role, relative to internal derend, as a generator of income in the oil
economies than it does in the non-0il economics., Information relating to the early

Part of the 1970s points to a strong upward tendency in the relative inportance of

exports in many countries in the Region, notably Saudi Lrsbia end Lebanon.

_— [ons




3. Capital formation

10, With the exception of the Syrian irab Republic and Jordan, where the
investment (fixed) rate relative to the gross product rose by 3 and 1.5 per-
centage points, respectively, over the sccond half of the last dccade, available
information shows that in sevoral countries of the Region the investrent rate
either declined or stagnated over that period. Significent changes in the
investment rate since the beginning of this decade can be observed for Oman,
Jordan, Kuwait and Saudi Lrabia. By 1973, the investment/GNP ratio has risen by
some 20 percentage points, to 35 per cent, in Onan, and by 3 percentage points,
to 18 per cent, in Jordan, compared to its average level in the period 1968-70,
Cn the other hand, the investment rate dropped by about 3.5 percentage points,
to 16.5 per cent, during the first two years of the decade, in Saudi Arabia,

and by 7 percentage points, to 11.7 per cent, in 1972, in Kuwait,

11. Investment expenditure by the public sector has generally increased at
much higher rates than private investment not only in the countries where the
system gives the public sector a predominant role, nanely, Iraq and the Syrian
Lrab Republic, but also, and by no means to a lesser extent, in private
enterprise-oriented countries as Jordan, Kuwait, Lebanon and Saudi Lravia. L
common factor underlying the shift in favour of public invegtment is to be found
in the desire of governments to provide the infrastructure necessary for
accelerating economic and social development. In Irag and the Syrian .rab
Republic, however, the shift has been largely influenced by determined Government
effort to gain control over the cconomy and means of production. Lvailable
information, however, rcflects faster growth in private fixed investment outlays,
relative to public investment exvenditures in Seudi Lrabia, Lebanon and the

Syrian irab Republic, since 1970, and the opposite trend in the case of Kuwait.

12, Infornation on the sectoral distribution of fixed capital formation shows
that in Iraq agriculturz received 15 per cent of total investment in 1971,
compared to 10 per cent in 1960-1962. On the other hand, investment in nining
and quarrying, noétly in the oil sector, fell from sbout 13 per cent to 5 per
cent of the total in 1971. In marked contrast, the share of the nanufacturing
sector increcased from 12 to 25 per cent over the decade, rcflecting a combination
of a rapid growth in this sector and & retarded ratc in most of the other
branches; in 1971, it constituted 21 per cent of the total.
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13, In the Syrian Arab Republic, agriculture received one-fifih of all fixed
investment in the first three years of the current_decade, compared to 16 per
cent in 1968-70. The combined share of investment in manufacturing, mining and
quarrying and besic utilities showed a significant improvement, rising from an
average of 22 per cent in 1963-1965 to around 27 per cent in 1968-1970s invest-
ments attributed to these sectors bave continued to rise sharply, reaching 40 per
cent of all fixed investment ocutlays in 1972,

4. Mobilization of financial resources and financing of

gross domestic capital formation

14. An analysis of savings efforts in the Region shows wide inter-country
differences in average savings rates. In the last two to three years of the

preceding decade, Iraq, Kuwait, Oman and Saudi Arabia were already realizing
savings rates that were higher than the Second Development Decade (DD2) target
rate for developing countries, i.e., 20—per cent of the gross product, having
saved, on the average the equivalent of 21 per cent, 46 per cent, 62 per cent
and 34 per cent of their respective gross national prcducts. In contrast,
savings rates were still way below the DD2 target in the Syrian Arab Republic
(12 per cent) and Lebanon (14 per cent) and were negative (-3 per cent) in the
case of Jordan, during the same period. By 1972, the savings rates in Saudi
Arabia and Kuwait rose further to 46 and 52 per cent of GIP, respectively. In
contrast, in Oman the savings rate was reduced to more than half by 1973, mainly

under the impact of rising defence expenditures as well s recurrent outlays on

education, health and housing. The steady rise in the Syrian Arabd Republic's
savings rate, to 16 per cent in 1973, and in that of Lebanon,  to 15-16 per cent
in the period 1971-1972, are alco worth noting.

15. Generally, the private sector has been, by far, the larger contributor to
national savings. In Jordan, this sector contributed all the savings generated
in the economy, while the public sector was dissaving and heavily dependent on

i external aid. In the Syrian Arad Republic, Lebanon, Saudi Arabia, Iraq and

Kuwait, the private sector accounted for 90 per cent, 74 per cent, 68 per cent,
64 per cent and 50 per cent of total savings generated in the econony,
respectively, by the end of the last decade. 1In Irag and the Syrian Arab Republic,
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however, close to 50 and 60 per cent, respectively, of the savings generated
in the private sector were used to finance capital formaticn, the rest being
offset by a net outflow of private capital. In conirast, in Lebanon, the
inflow of private capital financed about 30 per cent of private fixed cgpital
formation in the period 1968-1979. The relative contribution of the private
gector to total savings generaved in the economy in the first two years of the
presant decade remained stable ia Lebanun and increased appreciably iun both

ths fycian Arab Republic and Saudi Arabia.

156, In andlyzing the relative contribution of internal and extermal sources
of financing to gross domestic fixed capital formation, it is immediately evident

that national savings tend to excsed, by a substential margin, capital formation

in the o©il economies and fall short of it in the non-cil economies. Thus, in.
Kuwait, Oman, Saudi Arabiaz ard Ireq, savings sxceeded capital formation by 150
per cent, 300 per cent, 70 per cent end 27 por cent dﬁring 1968-1970 in the

four countries, respectively. Ia Irag, however, this was assccilated with only
nominal expansion in investment. With the exception of Oman, where the positive
saving-investment gap narrcwed rapidly between 1970 and 1972 and tnrned negative
by 1973, these positions have been further accentnated since the start of the
current decade. DMoreover, the prospects of higher savings rates in the oil
economieé, resulting from higher oil revenuss duriag the rest of the 1970s, can
be expected to accentuate the vositive savings-investment gup, notably in Kuwait,
Sau@i Arabia and the United Avrab Emirates, and to bring to the Fforefront of
Gevelopment issues the need for finding new investment opportunities and
improving the absorptive capacity of the economieé concerned, and the questions
relating to the composition and geographic distributicn of their foreign assets

holdings.

17, Anong the ron-o0il econcmiss, however, Jordan exhibits the highest degree
of dependence on the inflow of externmal resources to finsnce capital formation.
This country has been persistently experiencing a negative savings rate which
has had to be covered by an inflow of resources from the cutside world in order
to meet the financial requirensnts of investment and support current governnent
expenditures. In both Lebanon and the Syrian frab Republic, national savings
financed around 80 per cent of capital formation during 1968-1970; since then

the savings/investment ratio has risen sharply in the latter countxy.

[ons
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B. = HIGHLIGHTS OF SECTORLL TRENDS LND DEVELOPMENT ISSURS

1. Food and sgricul ture

18. dgricultural production in the ECU.L regioh increased during 1961-1973

at en average annual rate of only 2.3 per cent, thus, not only falling
congiderably short of the annuel rate of increcase in food demand, estimated at

4 to 5 per cent per annully but also failing to match the Region's population
growth rate, estimated at an average of nearly 3 per cent per annur., This has
sharply widened the gap between regional supply of and demand for food and
largely contributed to making the Region the higheat per capita food imnorter in
the developing world. Vhile continuing attontion needs to be devoted to
horizontal expansion, mainly under irrigated conditions, major emphasis in the
coming years will have to be given to verticsl expansion and intensific§tion of
agricultural production, espccially through a wider diffusion and application

of basic agricultural knowledge and production techniques rcadily available at
the national and regional levels. This necessitates a more cfficient and intensive
use of agricultural inputs, improved crop rotgtion ratterns on irrigated and
drylands, and bectter water nanegsenent and use. In the long run, a scientific
and effective solution to these requirecnents lies in strengthening agricul tural
research capebilities along with the naceasary institutional arrangemenﬁs nceded

to facilitate the dissemination of results to the ferrning community,

19. In addition to accelerating prcduction growth rate, there is a growing
need to also diversify output within and among different sub-sectors in agriculture,
i.e., crop, livestock and fisheries. Increascd attention needs to be devoted to

integrated farming and fisheries development programmes.

20. The slow growth in agricultural production has resulted in further
widening of the gap between rural-urbsn levels of living. In recent years per
capita income in the agricultural sector was, on the average, only 25 per cont of
ber capita income in the non-agricultural scctor in the Region. The reversal

of the present unfavourable trend to a position which would result in achieving
a ratio of 40 per cent of per capite agriculturel to non agricultural income in
the ECWA rcgion by 1980, is no doubt a formidable task., This would not only

imply very substantial increascs in agricultural production and its translation

into improvements of the farmers' level of income, living conditions and the

/oo'o
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;5strengthening of the rural infrastructure, but also a more intensive utilization

F of the agricultural labour force.

2. Industrislization

2l. In spite of increased efforts made towards industrialization in the
Region, numerous problems still remain to be adequately dealt with, pafticularly
in such crucial areas as the adoption of integrated planning, the proper
channelling of growing financial resources, the adequacy of supply of skilled
manpower, and the adaptation of tcchnology to the specific needs in the various

branches of industry.

22, Bottlenecks and rigidities existing in other sectors have a direct bearing
on the pace and state of industrial development in the Region. Thus the low

level of and uncertainties in agricultural production, coupled with the small

size of the existing plants and old production processes, are mainly responsible
for the low level of output in the fcod processing industries, Inadequacies

in physical and institutional infrastructures in a number of ECWA countries have

weakened the competitiveness of manufactured products.,

23, The most promising industrial activities, particularly in the oil~- "g
producing countries of the Region, would be the development of petrochemicals
(plastics, pharmaceuticals, nitrogenous fertilizers) and basic metal industries
requiring substantial inputs of energv in their production processes, Howover,
improvements in the more traditional industrial activities such as, textiles and
light consumption goods could play an important role in minimizing the Region's

heavy depcndence on imports,

3. 0il and mineral resources in the development of the Region

24, Since the beginning of the 1970s, najor developments in the oil industry
have brought about a radical shift in two important parameters, namely, greater

control and sovereignty over natural resources and the terms of trade of the
oil-producing countries in the ECWA region. Efforts towards achieving total
sovereignty have succeeded in increasing the controlling share of the oil-
producing countries from a 25 per cent interest to 60 per cent and aiming at a

100 per cent takeover in the near future. In addition, these countrics have

been successful also in achievins substantial improvement in their terms of

[enn
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trade as a result of the new develomments in oil prices. Both these factors

have resulted in rapid increases in o0il revenucs and in an accumulation of

foreign exchange rescrves and other assets,

25. While efforts are being made by the oil-producing countrics to.
concentrate on the effective use of these v~ :sources, with a vicew *o accelerating
the process of development, present limitations on absorptive capacity in nmany
cases have led these countries to also look into the possibility of investing .
part of these resources in capital and financial markets abroad, and of extending
loans to international financial organizations and to governments in both
developed and developing countylcs on favourable terms. The issue at hand
concerns the manner in which the flow of financial resources from this scctor

is invested so as to achieve the develorment objectives and to ensure g, sustalned
growth of the ccononics of the oil-producing countries, ¢specially considering
the exhaustable nature of this resourcc. The countrics concerncd rust, there-
fore, succeed in naking full use of these depleting resources for the rapid

transformation and sustaincd growth and developnont of their econonies,

26, The Region's endowrent with natural résourccs, aside from petroleum

and natural gas, is still not fully explorcd. slthough some piccomeal efforts

are made in ccertain countries, the Qeglon still suffers from the lack of

adequate facts and knowledge on the availability of non-oil mineral deposits

and their economic potentialitics. Growing awarcnoss of the inportance of mineral
resources end their effective exploitation are likely to be instrumental in tne
development of the countries of the Region and in introducing a degree of dlvcr-
sification and structural transformation of their economies which would ultimately

lessen the Region's dependence on oil.

27. Scientific surveying and exploration of naturel resources nced o £0
hand in hand with judicious exploitation and utilization of available resources.
For instance, the flaring of the bulk of natursl gas, which is extracted
simultaneously with oil, is a significant loss to the Region, the magnitude of

which should at lcast be nininized,

[oes
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4, Tradec and development

28.

commodity composition and geographical distribution of the foreign trade of a

Although sorie encouraging trends are discernable with respect to the

number of countries, the Region in gmeral is still characterized by an almost
complete dependence on imports of food and basic equipments and a high reliance
on oil exports. Given thc cxhaustable nature and the strategic importance of
0il, such a dependence, carrics with it an clement of risk and vulnerability far

greater than implied by a similar degrece of dependence on any other commodity.

29. However, efforts towards cxpending exprt-oriented industries in the
Region are confronted with two main obstacles, naiely, the narrovncss of the
domestic production base and the problems of access to world narkets, particularly

in the developed countrics.

30. On the whole, intra-rcgional tradc has occupicd a very modest place in
the trade of the Region. By the cnd of the ninecteen sixties, less than 7 per
cent of member countries' exports was marketed within the Regicn. This share
fell to 4 per cent in the period 1971-1973. Sirilerly, imports fron within the
Region lost substaential ground in the first three years of the prcsent decade,

dropping to less than 10 per ccnt of the total.

31. Recent developments in the export and import trade of the Region have
reinforced the positive trade balances in the oil-producing countries while
accentuating trade deficits in the non-oil economies. However, a sizeable part
of the trade surplus of oil-producing countries secps into the non-oil cconomics
in the form of transfers made by expatriate skills and labour, financial aid,
and capital flows, thus rcducing the current account surplus or defioit of

individual countries,

5. Social development and human settlement

32. Expansion of the education system, as reflccted in the stcady rise in the
anount of public expenditures on education, continucd to take place in fhe
countries of the Region. However, enrolment ratios at the primary and secondary
levels of education remained reletively low throughout the Region. Enrolnent

at the secondary level of education laggéd far behind that at the primary level.

[oos
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This has been further agaravated by a high ratc of drop-outs. idequate

vocational training programmes nced to be developed in order to absorb this

increasing segnent of potcntial manpower end kcep pace with growing needs in
the Region for technicel skills at various opsrational levcls. 4lthough higher
education has expanded in a nusber of countries, there iz an inbalence between
the relatively low number of graduates in science, nedicine and tochnological
ficlds (the type of manpower nost necded in the Region) end the large number of
gradustes in law, arts, and humanities. Theve is, thercfore, a nced to introduce
structural changes in higher cducaticn in order to match educational growth with

employment opportunities and devclopment objecctives and priorities.

33. In the field of health services, although steady trends in improvcement

arc evident, the countrics of the Region in geneval sufier from limited health

facilities, particularly in rural arcaes, and from nutritional problems at various
’ iS

age groups.

34, Rceent trends in most countries of the Region reveal inecrcased attention
being given to social welfarc development programmes. However, poor co-ordination
anmong social welfarc services, duplication or defficiency of programmes in
different arca and above all lack of a clearly defined sccial wclfere policies
within the context of development objectives are factors which rcduce the

effectiveness of much of the existing social welfarc services.

35, The countries of Westcrn Asia have recently experienced rapid urban growth.
The rapid rural-urban nigration of labour, speeded up by increcasing nechanization
of‘agriculture coupled with growing inducencnts in other sectors, efficicnf
transport system, and other factors, has added %o high urban growth rates. Urban
growth has been particularly striking in capital cities which dominatc the scene
and are groving at rates of 5 to 15 pcr cent per annum, Ra?id economic‘developnent
and large scale investment projects have multiplied and augmented the numcrous
urban problems., The pace in urban growth has thus overtaken the ability of
governnents at various levcls to make cities and towms effective contributors

to national devclomnent.

36, Llthough increasing attention has been given to housing programnes,
these efforts have seldom been envisaged as an integral conponent of overall

developnent plans and progranncs.
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37.

availability of material, manpower and financial rosources. The inadequate

The successful accomplishnent of any housing programmc depends on the E

supply of one or a combination of thesc requisitcs coupled, in many cases, with
poor institwtional arrangencnts and shortage of land in certain arcas have added
to housing problems in the Region. It is, thercfore, nccessary to draw up
long~-term housing programies gined at elininating housing shortages end achicving

satisfactory housing standards.

38, The state of building industry, and such rclated aspects as standards,

f models, type, design and building specifications neced to be scicentifically

i developed bearing in rmind the social and cultural values, climatic conditions
and other pertincnt factors. Increased rcsearch in all these arcas is necessary
with & view to help in meeting the rapidly groving needs in housing, building,

urban development and other human settlencnt prograirncs.
6. Population

39, The Region's lack of basic demographic and related data couplcd with
shortages of qualified personnel and appropriate institutions to undertaskce the
basic task of demographic Cata collection, proccssing and analysis, renders any
meaningful assessment of the population situation in the Region almost an
inpossible task. Llthough a number of countries have rccently launched population
censuscs, and have brought improvcnents in this respect, there are still 8

nunber of population parancters such as, profession, sizc of farily and fanily
planning, literacy level, urbanization and migration, etc., that necd to be

further investigated.

7. Manpowcr and enployment 7

40. The manpowcr and enployment situation in the Region is esscntially
characterized by an inmbalance between the zrowth of enmployncnt opportunities and
panpower supply coupled with structural, sectoral and regional (sub-national)
disparitics. The ratio of labour force to total population (crude activity

rate) in countries of Westcrn isia is anong the lowest in the world.

41. Extrenc under-utilization of population et working age, very low levels
of labour force utilization, acutc shortages of skilled and highly qualified
manpower against surpluscs of unskilled labour at different levels are some

najor manifestations of these imbalances.

oo
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42, The repid increases in oil revenucs and the resulting accumulation of

financial resources have not yei significantly affccted the enploynent situation.

On the contrary, the full utilization of the rccently acquired financial

resources is hanpered, inter alia, by thc shertage of gualified manpower.

8. Transport, communication and tourisn

i p————

43, Transport and communicetions are among the uost pronising activities for
development in the Region. Yet, et present the Region hes on the one hand, an
excess capacity in air-transport which nceds to be epproached in terms of co-
ordination with a view tc avoiding duplication end nininizing costs.and on the
other hand, congestion in some of the major ports (Beirut, Lattakia, Darmen)
which rcquires further oxpansion of port facilities. The need for developing
an integrated air/land/sea transport systcr and telecomrunications network has
become morc acute given the expected significent increase in the flow of goods
and persons into end within thc Region as a rceult of its increased financial

resources.

44, Tourism has becn of rcel cooncnic significance for only one or two
countries in the Region (Lcbanon and, to a lesscr cxtent, Jordan); its full
potentiality in these two countries, and in the rest of the Region, rcomains to

be further explored and exploited.

9. Devclopment finance

45, The rapidly growing participation of governments in the process of
developuent and the desire to incrcasc public control over rcal resources for
purposes of accclerated growth in thc countries of the Region have significantly

sharpened the importance of monctary and fiscal policy and the proper choice

of the instruments. A4n effective use of thesc tools of cconomic policy in the
Region has become more crucial in the light of the rccent international monetary
end financial developmonts which have resulted in changes in the pattern of
resource distribution at the international lewel. lonctary and fiscal systems in
the Region remain largely undeveloped and inadequatc to cope up with rapid develop-
ments in these ficlds. The full and effective utilization of the rapidly
increasing oil revcnues is largely hanpered not only by the prevailing rigidities

of the economies concerned but also by inadequacies in the institutional framework

e
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F nonetaxry and fiscal systense. In nost countries noney gupply hes jincrcased

‘ unprecedented rates unnatched by reel output, thus pertially reflecting

tself in higheTr priccs. Efforts axc necded o ctrengthen the cffoctivencss of

the tools of monetary pelicy over noncy supoly, crcdit, lovel of priccs,

,uintercst rntes, savings and investnente.
thc Region nocds to oY its comple=

46, Fiscnl policy in the ccononics of
term atabilizetion

strengthening the offcctivoncss of the ghort-

‘ncntary role in
cvelopient &8 wall rs in scrving o8 8n

nensurcs and in obilizing recsources for d

jnportent jpetrurcnt of allocative cfficiency ~nd distributionﬁl cquity. The

tyuncnt with recspect to distribu
core growih counled with ropid structural

&

role of fiscal ins tionrl cquity is cspecially
gignificont in view of high raics of in
affocting the leovel and prttern of

’

tronsformation of the ceononiies in the gogion

incone aistribution within nnd anong different inconc groupss

4. The tox and cxpenditure prlicics, in partiéular, will hove to e developed

2 to adcqu*teiy serve thesc objcctives. The rCvenuc gysten in rnost countrics of

y thc Region is charactorized by o prcdonintnee of only fcu sourcesS. In the oil-
cent of totnl

ccononics, rovenucs from oil in most coscs corstitute up to 95 per

Governrent TCVENUES, whilc in the non-0il ccononics heavy rolipnce is plnced on

custons dutics ~nd surpluscs of public cntcryriscsS. Revenues fron toxcos on

alth censtitute cnly o pinor perecntnge of total govcrnncnt finencces

jnconc and Ww¢
rains very oW ~nd alow~growinge Efforts

In the najority of cescs tex cffort ro
park on the rcforn and institutionnlization ~f the tex systern
1 chonges in the econeliye

~yo nceded o o
corrcsponding to and cffccting the necesshXy structursa
8 tounrds achicving & greater

Lt the rcgionel level, cfforts should be intcnsificd

degree of tex herncniz tions

48. Government cxpenditurcs in ccnernl ~nd consunption cxponditurcs in
pnrticular in the countrics cf Wostern Lsio have oxporicnccﬁ N unprccodcnted
ratc of incrcnsc during the rrst fow yonrse Tct, chcrnrcnt budgdtnry tren—
arctions in nost cascl AFC pesed on o troditicnel “objcct—cum—nrgnnizntion"'

schone which dncs nct nllow for an ~nrlysis of the inpnct of thesc trronsnctions
on the econonye It does not srevidc for r carcful serutiny of public outlays,
in general, and consunption cxpenditures, in porticuler. The link between
and devclopnent plenning ror:nins vITY woek. The vudgetery systen,

pudgeting
crents in nrder to render it o8 OB offective

thorefore, 1oaves ruch rocn: for inprov

instrunent of public policye

Joes
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10. Econcnic co-cperntion ang rogiorsl intosrediom

49, In the light of appraisels of the workings of the Arebd Corrwcn Market

ACM), nany appenls hove been nade in faveur of rodically new apsronches to
’ Y app N f

integration. Therc appoars to be growing recognitinn thet trade libornlizntion

based on regionnl exmericnces elscwhere is not o derendnble vehicle for regional

econonic integration. ALttention is now focuvcing on the forps of regional co-
cperntion which arc loes arbiticus in their nlans and objectives, at lecost in .

nore flexible in their cperntion to nllow for the ciffercnces

as the lovels of develormont of the

the short run;
botween the socic-ceonsrie systens as well

varicus countrics of the Region; and, mure scilcetive in coverage, aining only
at the identification of sclected arcns whore co=0ioration is scen to he beneficial,
Within this context, there is n growing onthusiasn for Joint verture type of
activitics tc be undertrken throuch the crontion o7 rulti-nntional rcgional

componies, In the conpletc sbsence of attopts ot regionel plenning rnd harnonie

2ation, such a strcss on repicnal ec-cperation ~t the nicro-level (nnnufacturing
plant, shipping conpeny ~nd the like) HAay very well pley the rclo of & catelyst
fer o bronder concept cf co-opcrntion in the Region,

11l. Science anpd technolosy

50. The pace and dircetion of futurce progress in the Regicn will derend,

inter nlia, on vigorcus and prudent application of seicnee and techrology within

the frencwerk of develorment objeetives., Henece pregroymes end projecte in the
i ) & [ i

field of scicnec an? teehnolosy should be clescly related to naticnnl developnent

plens. Efforts are needed te adapt irmorted technolory to loeal necls and to

develop indigenous technelogy,
51. Progress in inproving the chennels for the

Acquisition and disscninetion
cf infornaticn hrs been nerginal

in the Region.,

Effert rust be nnde to renedy
this shortconing and te c¢stablish the

fRIroprinte chennels necded for the transfer
end assessnent of technolosy suitable to the roequirencnts of the Region.

52. The creation of naticnnl research councils and the strengthening end

nece bzdics should contribute

drein problen and abscrb scicntists in arder to nect shertomes of high-lovel

In the long=-run, this shortaze nceds to be not by o restructuring of
the cduecation Syster,

integretion of nntisnal scic to liniting the brain-

nenpower.

oo
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12. The "loast-devcloped“ countrics

534 On the occasion of tho rovicw ~f the list of twentyfive "hapd-core

lerst devoloped countrics by the Committec for Dcvéloynont Plonning (nceting
held in N.Y., Spril 7 - 18, 1975), SCUL Scerctariat hes oncc pgein prrticipated
in thec dcliberntions cf the Corpittee. Follwing & thorourh enclysis of the
situntion, ECWL Sccrc srint has reached the conelusicn that Dencexntic Yenen
ghculd nlso te jpcluded, olon: with Yericn, in the cxpectel 1975 rcviscd list

of the njcnst-developed" cruatriess and conscguently, the twe countrics should
benofit fror the specinl reasurcs devised at the internntiomel rné roegional

jevels in favour of this e~torory of countrics.

54, Monnwhilc, BCULL Scerctarint is giving incrcosing attention te the
prossing problens of these loss developel c-untrics of the Regien, Thus,
priority is iven to roquests nede by thosc countrics for rogionnd ndviscry
scrvices in voarious ficlis. 48 pert of the gpecinl measuresd in frvour of the
loast-developed countrics of the Rerion, ZCUL has cetablished 2 repicnol treining
prograrnic in public finnnce ~nd edrinistration (PROPFLD) spceinlly teilored to
ncet the growing nceds of thesc countrics in voricus ~rens of 2cevelopuent fincnce
and odninistraticon. Lacitionnl neasurcs ~Ie noctod to reet the rrpidly sroving
roquircnents of thesc countrics in nther ficlds,

1%3. Plenning nochincry, rlen formulntion and ipmlonentation end
alrinistrotive reform

55 Irrespective of the socio=cconunic systens ~nd the stases of Aovclepuent
prevailing ~nend the countrics of tho Regicon, plonning end progronming ~%

varying deqrees of sophisticttion is rcecosmized, in ~ll cascs, g rn csscnticl
and effective instrunicnt of policy in srernizing rosourcos towards recting
developnent objectives. Litenpts nrc constrntly beings nnde 1o crentc and develop
the type of institutional frencwork which cnjoys o groeater deoree ~f technical
independence ant continuity an’ which is cepnble of steblishing co-crdinnticn
erong the nyrial of intcrrclated fretors involved in the proecoss of “ovelojment
and of cnsuring the offoctive iaplencentation ~f Acvclopront profrornics anct
projects. Hewever, cespiie thosc offorts, the institutionel frrucwork for
plenning nt the centrnl, depnrtnental ~n® repicnnl or leeal lovels of ~overnnent
rennin (encrally inedequnte and charncteriged by anfevelensd systens of com=

nunication onc co-ordinntion, lack of stotistical requisites rnd, abovc all,

[ooe
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shortasze of e competent corms of technicrl ~nd renagericl cadro. Ls o result,
develepnent plans, in a nunber of eeses, coiprisc rnosct of lcosely interrele tc1
rrograrres and projects spelled out within o ti-.o horizon ranging: fror threc

tc six yenrs. Long=-torn or perspective plennins, indicatine the pettern and
dircetion of futurc growth an? fevelopnent, and short-tern or arnuel c”ornul\nal
planning, which freilitetes, intor alia, finenciel renecornent ~nd rrosrarsie

or project inplenmentntion, arc gencrally lacling. DBfforts ncecd to be intensified
in order to rermcdy the institutional, tcehnicnl an’ alfrinistretive sherteonings

in devcloprent plenning in the Regrion.,

56. An enelysis of planning expericnce in the Repion indicntos that
planning, at whatcver dezrce of. sophistication hos beon superirposcd on the
traditional adninistrative sct up which hes boon rostly coacorncd with the Jay-
to-dey nanngencnt of the econony lacking sufficient tetihnienl capebilitics for
the forrmlation and inplencntation of develeprent progrances snd policics in an
integrated fashion and within e conceivable tire > horizen. Deficicncics in public
céninistration (viz., over-centraliznticn, inadequate oryrenization, procodurcs
and nethods, leck of co-ordination betuccn rlrmning ~nd cecision-mnking ot the
operational lovel, inadequate staffing,rotc.) heve been lerpely rogronsible for
inadequneies in plen end progranme forrmlation and inploncatrtion, Stipulations
rade in o nunber of Gevelopnent: plans in the Region, rogardins sdministrative
refern, havc been sostly of o fencral naturc unacconprnied by claberate sn?
well studied pregromics of adrministretive reforn speeifying, in fetail, priority
arcas and individual nonsurcs to be acdopted within n specified +ire spnn.  Thore
is, thcreforc, a penernl scnse of urgencey to build up end dovelep an acequate .
end cffective adninistrative 1nfr*structurc. Sutstrntinl institutionsl requisitc
in the forn of e central roforn a agoney nceds to be created. And chorsed with the

responsibility to plen and corry cut adsinistrative reform prograrrics.




