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EXPLANATORY NOTES AND ABBREVIATIONS

The following symbols have been used in the tables throughout the report:

Two dots (..) indicate that data are not available or are not separately reported.

A dash (-) indicates that the amount is nil or negligible.

A hyphen (-) indicates that the item is not applicable.

A minus sing (-) before a figure indicates a deficit or decease, except as indicated.

A full stop (.) is used to indicate decimals.

A slash (/) between years indicates a crop year or financial year (for example, 1989/1990).

A hyphen (-) between years (for example, 1986-1990), signifies the full period involved, from the
beginning of the first to the end of the last year.

Reference to tons are to metric tons, and references to dollars ($) are to United States dollars, unless
otherwise stated.

One billion is equal to 1,000 million.
One trillion is equal to 1,000 billion.
Details and percentages in tables do not necessarily add up to totals because of rounding.

The Standard International Trade Classification (SITC) provides for 10 major commodity groups,
officially referred to as "Sections":

= Food and live animals

= Beverages and tobacco

= Crude materials, inedible, except fuels

= Mineral fuels, lubricants and related materials

= Animal and vegetable oils, fats and waxes

= Chemicals and related products, not elsewhere specified

= Manufactured goods classified chiefly by material

= Machinery and transport equipment

= Miscellaneous manufactured articles

= Commodities and transactions not classified elsewhere in the SITC.

Many of these sections are referred to by shortened titles in this publication, as follows:

0= Food and live animals (or often simply "Food")
1= Beverages and tobacco

2= Inedible crude materials

3= Mineral fuels



4= Animal and vegetable oils and fats

5= Chemicals

6= Manufactured goods (by material)
7= Machinery and transport equipment
8= Miscellaneous manufactured articles

9= Unallocated

Additionally, groups 5 through 8 are often classified under the heading of "total manufactured goods".

The following abbreviations have been used:

bem
CEAO
CEPII
CFA
c.if.
CIS
CMEA
CPI
CSCE
DSB
DSU
ECU
EFTA
EMU
ERM
EU
FAO
FDI
GATT
GCC
GDP
GNP
IDA
IDB
IFAD
ILO
IMF
LNG
mbd
MER
MFA
MFN
mtoe
NAFTA
NAIRU
NIE
ODA
OECD
OPEC

Billion cubic metres

Communauté Economique de I’Afrique de ’Ouest’
Centre d’Etudes Prospectives et d’informations Internationales
Communauté financiére africaine

Cost, insurance, freight

Commonwealth of Independent States

Council for Mutual Economic Assistance

Consumer price index

Conference on Security and Cooperation in Europe
Dispute Settlement Body

The Understanding on Rules and Procedures Governing the Settlement of Disputes
European currency unit

European Free Trade Association

Economic and Monetary Union (Treaty on European Union, signed at Maastricht)
Exchange rate mechanism

European Union

Food and Agriculture Organization of the United Nations
Foreign direct investment

General Agreement on Tariffs and Trade

Gulf Cooperation Council

Gross domestic product

Gross national product

International Development Association

Inter-American Development Bank

International Fund for Agricultural Development
International Labour Organization

International Monetary Fund

Liquefied natural gas

Million barrels per day

Market exchange rate

MultiFibre Arrangement

Most favoured nation

Million tons of oil equivalent

North American Free Trade Agreement

Non-accelerating inflation rate of unemployment

Newly industrialized economy

Official development assistance

Organization for Economic Cooperation and Development
Organization of Petroleum Exporting Countries

vi




PARE

PPP
PRELAC
Project LINK

REER
SDR
SEM
SITC
STF
TRIMs
TRIPs
UNCTAD
UNDP
UNESCO
UNHCR
UNICEF
UNIDIR
URV
VAT
VER
WTO

Price-adjusted rate of exchange

Purchasing power parity

Programa Regional del Empleo para América Latina y el Caribé

International Research Group of Econometric Model Builders, with Headquarters at the
Department for Economic and Social Information and Policy Analysis of the United
Nations Secretariat

Real effective exchange rate

Special drawing rights

Single European Market

Standard International Trade Classification

Systemic Transformation Facility (of the International Monetary Fund)

Trade-related investment measures

Trade-related intellectual property rights

United Nations Conference on Trade and Development

United Nations Development Programme

United Nations Educational, Scientific and Cultural Organization

Office of the United Nations High Commissioner for Refugees

United Nations Childern’s Fund

United Nations Institute for Disarmament Research

Unit of real value
Value-added tax
Voluntary export restraint
World Trade Organization
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I. INTRODUCTION

Trade is becoming an increasingly important facet of economic life in developing countries, including
those of the ESCWA region, as better communications and information technologies, improved efficiency
in international capital flows, and the resolution of regional conflicts have facilitated the exchange of goods
and services worldwide. Growth in trade and gross domestic product (GDP) have traditionally been
positively correlated, and the trade prospects of a region or of a specific country have implications for
economic growth in general. Trade contributes to income, savings, government revenues and income
generation. With the conclusion of the eighth and last round (the Uruguay Round) of the General Agreement
on Tariffs and Trade (GATT), world trade is expected to increase further with economic growth in the
participating countries. It is important for developing countries, including those in the ESCWA region, to
intensify their trade activities at the interregional and intraregional levels.

The ESCWA region participates in world trade activities, but it is highly concentrated in terms of
commodity composition and direction. Oil and oil products are the dominant exports of the region, while
imports are mainly manufactured goods largely obtained from the developed market economies. Intraregional
trade plays a minor role in overall trade activity. Trade in services is still rather low in the ESCWA region,
and while potential exists in this area, growth has not been forthcoming. As trade grows worldwide and
becomes an ever more important part of economic life, and in the light of its potential to contribute to
economic growth, it is imperative that ESCWA member countries adopt outward-looking strategies and
policies to promote trade; in addition, intraregional cooperation in matters related to trade is vital to its
growth,

Developments in the external trade and payments situation of the ESCWA region are reviewed here
in accordance with the ESCWA (1992-1997) medium-term plan and programme of work and priorities for
the biennium 1994-1995 (thematic subprogramme 3, 3(a)(iii)), with a view towards providing a basis for
sound trade policy-in the ESCWA region. Specific issues reviewed here include merchandise trade, direction
of trade, trade in services, balance-of-payments developments and international reserves. In addition,
developments related to the newly formed World Trade Organization (WTO) and its potential for the region
are considered within the framework of the issues reviewed. It is hoped that the information and analysis
provided in this review will both contribute to economic and trade-related policy debates within the region
and provide a sound basis for policy formulation of trade-development strategies.



II. INTERNATIONAL SETTING

The most important recent trade-related events include the successful conclusion of the Uruguay
Round on 15 December 1993 and the signing of its Final Act in Marrakesh, Morocco, on 15 April 1994; the
latter contained on agreement providing for the establishment of the WTO, which took effect on 1 January
1995. While the contribution of the ESCWA member countries to total world exports and imports has been
modest (representing only 2.7 and 2.4 per cent respectively in 1993), these events are expected to have a far-
reaching impact on trade, investment and economic growth in the ESCWA region and elsewhere. Most of
the impact is expected to be positive in the long term; however, it may not be so in the short or medium
term, at least for developing countries in the ESCWA region. Since it is neither possible nor advantageous
for the countries of the region to ignore the changes in the world trading environment, extensive efforts,
including adjustments in policies and institutional frameworks and the development of skills in multilateral
negotiations, are urgently required to provide the foundation for their successful integration in the world
economy. The focus on greater liberalization in trade arrangements within and among various regional blocs
is another development. The most relevant example is the initiative of the European Union to establish a free
trade area with the following: Mediterranean countries in North Africa, including Egypt from among the
ESCWA member countries; other Middle Eastern countries, including Lebanon; the Syrian Arab Republic,
Israel and the occupied territories. Such trade arrangements would inevitably encourage Arab countries to
activate the liberalization of intraregional trade and encourage economic cooperation and integration. By
taking advantage of these developments, the region would improve its chances of benefiting from the
opportunities created by the changes in the world trading environment.

A. MERCHANDISE TRADE

The volume of world trade increased significantly in 1994, by 9.4 per cent, after having recorded a
much lower increase of 3.8 per cent in 1993 (table 1). In absolute terms, world exports were valued at $3
trillion during the first nine months of 1994, compared with $2.7 trillion during the same period in 1993
(annex table 1). Forecasts for 1995, however, indicated a slower rate of increase of 8 per cent. The high
rate of growth in the world’s exports in 1994 reflected improvement in the performance of the external trade
sector in both developed and developing countries. The growth in the developed countries’ volume of
exports and imports, after three years of poor performance and after having dropped to the lowest level of
1.5 per cent each in 1993, increased to 8.6 per cent and 10.5 per cent respectively in 1994, mirroring the
economic recovery experienced by many countries in that group. Both growth rates were expected to drop
in 1995, however, to 8 and 7.8 per cent respectively.

The volume of trade of the developing countries has increased consistently during the period under
study, and growth rates have been high and generally greater than those of the developed countries. The
volume of exports of the developing countries increased by 15.3 and 11.4 per cent in 1987 and 1988
respectively, but recorded lower increases, averaging 7 per cent, during the period 1988-1991. A noticeable
pick-up was recorded in 1992 as the growth rate rose to 9.6 per cent; it dropped to 9 per cent in 1993 but
reversed again and rose to 10.4 per cent in 1994; however, it was expected to drop back to about 9 per cent
in 1995. The volume of imports of the developing countries has also grown during the 1990s but has slowed
somewhat after peaking at 12.6 per cent in 1992; the rate of growth declined to 10.4 per cent in 1993 and
to 8.7 per cent in 1994, and was expected to remain closer to the latter figure in 1995.

Among developing countries, significant regional variations were recorded in the volume of exports

and imports. Asia, led by China and the newly industrializing countries, has consistently experienced the
highest export growth rates since the late 1980s. The growth in Asia’s export volume averaged 20.5 per cent
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in 1987 and 1988, but fell by half to an average of 10 per cent during the period 1989-1991; growth rates
thereafter totalled 12.3, 11 and 13.4 per cent in 1992, 1993 and 1994 respectively, and a drop back down to
about 11 per cent was expected for 1995. The increase in the volume of imports, though high, remained
fairly steady at about 13 per cent during the period 1991-1994, but the growth rate was expected to fall to
11.8 per cent in 1995. Although the growth in China’s GDP declined from 13.7 per cent in 1993 to 11.7
per cent in 1994 owing to austerity measures, China is expected to continue to be a major contributor to
regional and world trade in both the short run and the long run. Intraregional trade has continued to grow
in Asia, aided by tariff reductions in the Asian free trade area and by increased competitiveness resulting
from the rising value of the Japanese yen (which also helped other Asian countries boost their exports outside

the region).'

TABLE 1. ANNUAL VARIATION IN THE WORLD VOLUME OF MERCHANDISE TRADE, BY MAIN REGION,
1987-1995

(Annual percentage change)

1987 1988 1989 1990 1991 1992 1993 1994 1995°

World trade’ 6.4 8.7 6.8 4.5 2.9 5.1 3.8 9.4 8.0
Developed countries
Exports 4.1 8.3 7.2 5.4 2.8 4.2 1.5 8.6 8.0
Imports 6.0 8.3 7.6 4.7 2.1 4.3 1.5 10.5 7.8
Developing countries '
Exports 15.3 11.4 7.8 6.2 7.1 9.6 9.0 10.4 9.1
Imports 9.4 11.8 7.1 8.1 10.5 12.6 10.4 8.7 8.6
Africa k
Exports 3.1 -6.8 1.8 6.5 23 1.0 4.2 0.1 2.4
Imports -1.7 2.4 3.2 3.6 1.0 1.8 -0.2 -2.9 6.1
Asia
Exports 239 172 9.5 7.8 12.8 123 11.0 134 11.1
Imports 172 20.1 10.9 9.4 13.8 133 13.8 13.1 11.8
Middle East and
Europe*
Exports 7.1 10.1 9.8 1.8 -4.1 83 4.4 4.3 2.6
Imports 1.4 0.8 1.9 6.4 0.4 8.9 4.2 -6.6 5.7
Western hemisphere
Exports 11.1 8.4 3.9 6.8 43 6.2 8.9 9.4 10.1
Imports 5.9 6.2 2.0 8.4 176 214 9.8 13.7 -0.6

Source: Compiled from figures supplied by the International Monetary Fund, World Economic Outlook, May 1995
(Washington, D.C.), tables A24 and A25.

Notes:  Regional groupings include developing countries only.

a Estimates.

b Average of percentages of annual variation for world exports and imports. Excluding trade among the countries
of the former Soviet Union.

c Eastern European countries in transition.

' World Bank, Global Economic Prospects and the Developing Countries (Washington, D.C., 1995), p. 68.
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In spite of the balance-of-payments crisis suffered by Mexico in 1994, the developing countries of
the western hemisphere reported growth in their volume of exports. The increase in volume of exports
averaged 9.7 per cent during the period 1987-1988, but fell to an average of 5 per cent for the period 1989-
1991. The growth rate rose slightly to 6.2 per cent in 1992, then rose further to 8.9 and 9.4 per cent in 1993
and 1994 respectively; the upward trend was expected to continue, with 10.1 per cent forecast for 1995. The
volume of imports, after growing by rates as high as 17.6 and 21.4 per cent in 1991 and 1992 respectively
following five years of poor to moderate performance, dropped to 9.8 per cent in 1993. While a noticeable
rise to 13.7 per cent was reported in 1994 owing to good economic performance, a drop in imports by 0.6
per cent was expected for 1995, partly owing to the depreciation in Mexico’s currency. Though economic
performance varies widely among the countries of that region, the area is expected to benefit from the North
American Free Trade Agreement (NAFTA) concluded in 1993, as well as from the (anticipated) liberalization
of world trade following the conclusion of the Uruguay Round.

Africa, the Middle East and the Eastern European countries in transition fared less well; the volume
of exports increased in these areas, but by lower amounts. Africa’s volume of exports grew by 4.2 per cent
in 1993, but increased by only 0.1 per cent in 1994. The volume of imports reported a large decline of 2.9
per cent in 1994, compared with a drop of 0.2 per cent the previous year. Both exports and imports were
expected to increase in 1995, however, by 2.4 and 6.1 per cent respectively. Africa is expected to benefit
from the increase in commodity prices and the economic recovery in Europe, where most of its exports are
sent. The Middle East and Eastern Europe together recorded increases in the volume of exports of 4.4 per
cent in 1993 and 4.3 per cent in 1994, but this figure is expected to fall to 2.6 per cent in 1995. Their
import volume declined by 6.6 per cent in 1994 after increasing by 4.2 per cent in 1993; however, a large
increase of 5.7 per cent is forecast for 1995.

The value of the world’s exports declined slightly in 1993 after increasing by 6.7 per cent in 1992
(table 2). Early figures released indicated that the value of world exports during the first nine months of
1994 reflected an increase of more than 10 per cent over 1993 figures for the same period; this mainly
reflected improvement in the exports of developed countries by almost 8 per cent during the first nine months
of 1994, and by 11.2 per cent for all of 1994 following a decrease of 5.2 per cent in 1993. The rise of 15.5
per cent in the exports of developing countries during the first nine months of 1994 (more than double the
rate of increase in 1993) was also a major factor in the improvement in world exports during this period.

China’s exports have also increased significantly during the 1990s. In 1994 the upward trend
intensified, and record growth rates of 29.7 per cent for the first nine months and 31.9 per cent for the year
as a whole were reported. The countries in transition in Central and Eastern Europe and the former Soviet
Union registered a substantial increase in exports of 42.7 per cent during the first nine months of 1994,
following successive declines from 1990 to 1992 and a small increase in 1993.

The imports of the developed countries grew by 8.9 per cent in the first nine months of 1994 and
by 12.4 per cent for the whole year after having fallen by 6.7 per cent in 1993, while those of the developing
countries grew by 12.6 per cent during the first nine months of 1994, a figure higher than the 1993 rate of
9.5 per cent. The growth in China’s imports, however, declined to 11.3 per cent in 1994 after having
increased by 26.2 and 28.9 per cent in 1992 and 1993 respectively. The imports of the countries in
transition in Eastern and Central Europe and the former Soviet Union increased by 43.7 per cent in the first
nine months of 1994 after having dropped by 17.1 per cent in 1993. Positive rates of growth in these
countries’ exports and imports can be seen as an indicator of better economic performance and of
improvement in their economic and financial situation.




TABLE 2. ANNUAL VARIATION IN THE CURRENT VALUE OF WORLD MERCHANDISE TRADE, 1990-1994

(Percentage)
Jan.-Sept.
1990 1991 1992 1993 1994 1994

World exports 12.9 -0.5 6.7 -1.9 10.6
Developed countries

Exports 14.7 1.0 6.1 -52 7.8 11.2

Imports 14.1 0.2 47 -6.7 89 12.4
Developing countries

Exports 13.7 5.4 9.0 7.0 15.5

Imports 13.2 10.4 159 95 12.6
China ’

Exports 20.2 15.2 18.0 8.1 29.7 31.9

Imports -7.9 18.6 262 289 15.1 11.3
Central and Eastern Europe

and the former Soviet Union

Exports -8.4 -46.6 -33.8 0.9 42.7

Imports 0.9 -51.4 -40.2  -17.1 43.7

Source: Calculated from United Nations, Statistical Division, Monthly Bulletin of Statistics, June 1995 and August 1995,
table 46.

The surge in world trade during 1994 reflects the economic recovery in the developed countries after
a recession earlier in the decade. Though trade has grown during these recent recessionary times, a strong
correlation usually exists between the two indicators (trade and GDP growth).  The developed economies,
after a growth in real GDP of only 1 per cent in 1993, recorded an increase of 2.9 per cent in 1994, mainly
owing to continued growth in the United States (from a 3.1 per cent increase in real GDP in 1993 to 4.1 per
cent in 1994), and turnarounds in Japan and Germany (which recorded increases in real GDP of 0.6 and 2.9
per cent respectively after negative growth the previous year).>

The recovery in most of the developed countries accounted for the bulk of the 2.9 per cent increase
in the world real GDP in 1994 (compared with the previous year’s increase of 1 per cent), although real GDP
for the developing countries also increased, from 1.7 to 2 per cent, over the same period. The average rate
of growth in real GDP worldwide was 1.2 per cent during the period 1991-1993; the higher rate of economic
growth experienced during 1994 was expected to continue, with estimated average annual rates of increase
of over 3.3 per cent up to the year 2004—which is expected to have a favourable influence on world trade.

World trade will also be affected by the trend towards globalization, trade liberalization, improve-
ments in information and communications technologies, privatization trends in developing countries, and the
continuance of structural adjustment policies currently being carried out in many countries. If such trends
continue and current trade and macroeconomic policies are successful, world trade growth, in turn, will
provide the impetus for further worldwide economic expansion well into the twenty-first century.

2 Ibid.



B. SERVICES TRADE

From 1985 to 1990 world services exports more than doubled, increasing from $760 billion to
$1,681.4 billion (table 3). This was followed by increases of 4.7 per cent in 1991 and 7.1 per cent in 1992,
for a total of $1,885.1 billion, a figure which remained fairly constant at ($1,881.7 billion) in 1993. Non-
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factor services exports, comprising shipment, transportation, tourism and other services, remained the same
at the world level, totalling $968 billion during both 1992 and 1993. World factor services exports,
comprising direct investment income, other investment income and private transfers, declined only slightly.
This decline in the world export of services, expected to be temporary, was mainly the result of recessionary
conditions in developed countries which caused a modest decrease in their services exports; the slight drop
followed increases of 4.6 and 6.1 per cent in 1991 and 1992 respectively. The total imports of services by
developed countries declined slightly in 1993 over 1992 levels after rising by 4 and 7.1 per cent during 1991
and 1992 respectively. In 1993, the developing countries recorded a 4.6 per cent increase in their exports
of services, $302 billion. This increase reflected a rise of 7.8 per cent (to $232.4 billion) in non-factor
services exports, which made up for the 5 per cent decline in the exports of factor services (to $69.6 billion).
Their imports of services remained almost the same in 1993, compared with increases of 5.1 and 7 per cent
in 1991 and 1992 respectively, with only very small changes noted in both non-factor services imports and
factor services imports.

Despite the lack of growth noted during 1993, trade in services was expected to resume its upward
trend during the rest of the decade and into the next century. In fact, the world’s trade in services now
accounts for almost one quarter of its total trade and is growing faster than merchandise trade. This trend
is expected to continue, owing to the fact that many formerly non-traded services are now being newly
traded. As telecommunications and information technologies improve and become less costly and more
widely disseminated throughout the world, and as world trade becomes more liberalized, more non-traded
goods are expected to become tradable. Although data for 1994 are unavailable, world trade in services was
expected to have increased by at least as much as merchandise trade.

C. GLOBAL AND REGIONAL TRENDS

With the conclusion of the Uruguay Round in December 1993 and the establishment of the WTO in
1995, formal agreements and mechanisms have been set up to ensure the worldwide liberalization of trade.
WTO officials estimate that an additional $500 billion worth of trade will be generated each year after 2005.
Tariffs have been lowered by an average of one third and bounded, non-tariff practices have been restricted
including the phasing out of the MultiFibre Arrangement, and subsidies to certain industries and sectors are
to be abolished. The creation of the WTO provides a dispute-settlement mechanism for which procedures
have been established (box 2). Developed and developing countries alike are expected to benefit from a more
liberalized trading system. Providing that developed countries continue to implement policies aimed at a
sustained recovery and developing countries continue implementing structural adjustment reforms, world trade
is expected to grow by more than 6 per cent annually over the next 10 years, and economic growth could
reach an average of 5 per cent per year in developing countries as a group and just under 3 per cent per year
in developed countries.’

While the establishment and expansion of free trade areas promotes trade, and the Uruguay Round
will contribute to the expected growth in world trade, other factors are also affecting the trend towards the
internationalization and globalization of the world economies. As mentioned earlier with regard to trade in
services, rapid advances in information technologies and their wide dissemination have had a profound
impact on world trade, and this also affects the trade in merchandise. The mobility of capital, enhanced by
capital market reforms in many developing countries as well as improved information technologies is another
contributing factor. Improved distribution strategies and systems, expanded foreign investment, and
improvements in productivity throughout the world are also positively affecting world trade.

> Ibd.
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The ESCWA member countries stand to benefit from the globalization of world trade in those
industries in which they have a comparative advantage, especially energy, energy products and petrochemical
industries. Although most ESCWA member countries were not members of GATT and are not members of
the WTO, several of them have applied or are in the process of applying for membership. The future of the
ESCWA member countries in the world economy depends not only on membership in trade agreements but
also on their ability to raise their productive efficiency to world levels in many industries, on the success of
their economic stabilization and restructuring policies, and on the continued liberalization of their financial

and capital markets.
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III. DEVELOPMENTS IN THE EXTERNAL TRADE AND PAYMENTS SITUATION
IN THE COUNTRIES OF THE ESCWA REGION

A. MERCHANDISE TRADE

1. Overall performance

In terms of recent performance, the ESCWA region’s total trade has been affected by low oil prices,
a slow-down in economic activity (especially in the Gulf countries), and continued United Nations economic
sanctions against Iraq. The region’s total exports (excluding Iraq owing to the sanctions) dropped slightly
in 1993 to a total of $98 billion, down from $99.4 billion in 1992 (a decrease of 1.4 per cent), while imports
achieved an increase of 3.6 per cent, rising from $89.9 billion to $93.1 billion (table 4).

By 1993, the share of intraregional exports in total exports had begun to recover its pre-Gulf-war
level, while the share of intraregional imports was still lagging behind. The deficit in the region’s balance
on goods and services dropped significantly from $12.2 billion in 1992 to $2.2 billion in 1993; the
improvement resulted from a rise in the trade surplus deficit from $25.8 billion to $20.4 billion. The
improvement directly affected the region’s current account balance by reducing its 1992 deficit 40 per cent
(from $19.6 billion to $11.7 billion). The region’s international reserves increased in 1994 for the fifth year
running to reach a total of $44.5 billion, compared with $42.4 billion in 1993.

Tentative and preliminary data for 1994 indicated a slight drop in the region’s exports, to $97.5
billion, while imports were estimated to have dropped to $75.9 billion, down from $92.6 billion in 1993
(excluding Lebanon). The drop in the latter was mainly attributed to the deflationary policies implemented
in the GCC countries to deal with the drop in oil revenues and higher levels of debt.

Unofficial published estimates for 1995 forecast a higher export level of $102.2 billion owing to
improvement in the export levels of all ESCWA member countries (excluding Iraq). Imports were also
projected to increase above the 1994 level of $75.9 billion owing to increases in the imports of all member
States.

(a) Exports

Total exports for the ESCWA region (excluding Iraq owing to the sanctions) fell by 1.4 per cent in
1993, to $98 billion, compared with $99.4 billion in 1992 (table 4). The region’s two main groups, the GCC
countries and the more diversified economies, respectively contributed 0.6 per cent ($0.6 billion) and 9.3 per
cent (30.8 billion) to the decline. The 0.6 per cent drop in the exports of the GCC countries was set against
a large increase of 12 per cent in 1992 owing to the return of Kuwait to the oil market, while the drop in the
exports of the more diversified economies was almost double the decline of 5.3 per cent in 1992 caused by
the large drop in Egypt’s exports. On country level, the dollar value of Kuwait’s exports rose to $10.5 billion
in 1993, up from $6.7 billion in 1992, mainly owing to the increase in oil production to a record level of
1.9 million barrels per day (mbd). Bahrain’s exports, which fell in both 1991 and 1992 by 9.4 and 5 per cent
respectively, rose in 1993 by 6.5 per cent, or from $3.5 billion to $3.7 billion. The rise in the exports of
both Kuwait and Bahrain, however, was more than offset by the 8 per cent (or $4 billion) drop in Saudi
Arabia’s exports. The decline in oil prices from $18.4 per barrel in 1992 to $16.3 in 1993, together with
a marginal decline of 0.3 mbd in oil production, caused a $6.2 billion decline in Saudi’s Arabia’s oil exports;
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however, the increase in non-oil exports from $3.2 billion to $5.4 billion offset part of the decline in oil
exports, consequently modifying the effect of oil exports on the country’s aggregate figure.* In addition,
Qatar, Oman and the United Arab Emirates all reported declines in 1993 of 3.4, 2.4 and 1.6 per cent
respectively, compared with increases in 1992 of 6.9, 11.4 and 4.3 per cent respectively.

The exports of the more diversified economies, which declined in both 1991 and 1992, continued
their downward trend in 1993, falling by 9.3 per cent (the largest drop in three years), or from $8.4 billion
to $7.6 billion. Sharp decreases in Egypt and Yemen accounted for the decline. Egypt’s exports dropped
by 27 per cent (from $3.1 billion to $2.2 billion), between 1992 and 1993, mainly owing to reductions in the
exports of the spinning and weaving industry and agricultural commodities, and despite the increase in the
exports of crude oil and its products.” Yemen’s exports dropped for the third year running, falling by 21.3
per cent, or from $475 million to $374 million. Apart from Egypt and Yemen, all member countries reported
increases in their exports. The highest increase, 12.5 per cent, was achieved by Lebanon, following an
increase of 14.1 per cent in 1992. Jordan’s exports increased for the third year running, but at a much lower
rate of 2.1 per cent, compared with 6.5 and 7.8 per cent in 1991 and 1992 respectively. The Syrian Arab
Republic reported an increase of only 1.7 per cent in 1993, after two years of decline (22.6 and 1.6 per cent
in 1991 and 1992 respectively). Because the percentage increases in these countries were relatively small,
the rise in their exports was hardly noticeable (table 4).

(b) Imports

The value of imports for the ESCWA region (excluding Iraq), increased by 3.6 per cent in 1993
(compared with an increase of 16.8 per cent in 1992), climbing from $89.9 billion to $93.1 billion (table 4).

In the GCC countries, the improvement in economic activity which followed the Gulf war in 1991
and 1992 increased demand for imports by 19.2 per cent and 17.8 per cent respectively. In 1993, as
economic activity started to slow down, the demand for imports increased by only 3 per cent, or from $68
billion to $70.1 billion. All of the GCC countries contributed to the 1993 increase, apart from Bahrain and
Kuwait, where imports dropped by 10.3 and 12.2 per cent respectively. In Kuwait the value of imports,
which reached a record level of $7.5 billion in 1992 (owing to reconstruction activities), returned to its pre-
invasion level to total $6.6 billion. In the rest of the GCC countries the highest rate (12.1 per cent) was for
the United Arab Emirates, followed by Oman (9.2 per cent) and Qatar (6.2 per cent). In Saudi Arabia, the
new policy of rationalizing government expenditure, which was evident in the decline in the total budget
expenditure, caused a slow-down in the rate of increase in imports from an average of about 15 per cent
during 1991 and 1992 to only 2.5 per cent in 1993; however small the increase, imports have continued to
rise, climbing from $27.4 billion in 1991 to $33.3 billion in 1992, and to $34.2 billion in 1993.

In the more diversified economies, imports increased by 5.4 per cent in 1993, or from $21.9 billion
to $23.1 billion.  All of the countries in this group reported increases in their imports, apart from Egypt,
which reported a slight drop of 2.2 per cent (from $8.4 billion to $8.2 billion). In 1993 Yemen increased
its imports by 8.9 per cent, a rate much lower than the 25.6 and 27.8 per cent increases reported for 1991
and 1992 respectively. Lebanon increased its imports by 4.7 per cent in 1993 to total $4.4 billion. The
economic restructuring programme in Jordan included some relaxation of import controls; consequently, the
total value of imports increased by 8.7 per cent in 1993 to reach $3.5 billion; however, this was still less than
the increase of 29.7 per cent reported in 1992. The largest increase in this group, however, was in the Syrian

Organization of Petroleum Exporting Countries, Annual Statistical Bulletin, 1993.

* _Central Bank of Egypt, Economic Review, vol. XXXIII, No. 3 (1992/1993), p. 32.
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Arab Republic, where imports rose by 18.6 per cent to a record total of $4.1 billion. It is worth mentioning
that growth rates for Syrian imports have been increasing since 1990, mainly owing to government efforts
aimed at boosting private-sector participation in economic activities and to large public-sector investment
projects have been under way for the last several years.

2. Export/import ratios

The ESCWA region’s export/current import ratio, which reflects its ability to finance imports from
the proceeds of exports, declined steadily between 1990 and 1993, falling from 1.45 in 1990 to 1.21 in 1991,
then to 1.11 in 1992 and to 1.05 in 1993 (table 5).

TABLE 5. EXPORT/IMPORT RATIOS, 1990-1993*
(In terms of current and 1990 imports)

1990 1991 1992 1993
ESCWA region
Current imports 1.45 1.21 1.11 1.05
1990 imports 1.45 1.38 1.53 1.51
GCC countries
Current imports 1.84 1.46 1.34 1.29
1990 imports 1.84 1.74 1.96 1.94
More diversified economies
Current imports 0.48 0.46 0.38 0.33
1990 imports : 0.48 0.48 0.45 0.41

Source: ESCWA, compiled from national and international sources.

* Excluding Iraq owing to the economic sanctions.

The decline obviously resulted from imports growing at a faster rate than exports. Conversely, the
ratio of current exports to 1990 imports increased from 1.45 in 1990 to 1.51 in 1993 (compared with 1.53
in 1992), owing to the fact that Kuwait’s imports in 1990 reached only half their usual level because of the
invasion; consequently, the region’s balance-of-trade developments in terms of 1990 imports are rather
misleading.

Successive drops in the export/current import ratio have been experienced by both the GCC countries
and the more diversified economies since 1990; that of the former dropped from 1.34 in 1992 to 1.29 in 1993
(against 1.84 in 1990), while that of the latter fell from 0.38 in 1992 to 0.33 in 1993 (compared with 0.48
and 0.46 in 1990 and 1991 respectively). In terms of 1990 imports, however, the ratio in GCC countries
increased from 1.84 in 1990 to 1.94 in 1993 (slightly lower than the ratio of 1.96 in 1992). As mentioned
earlier, the last two ratios (the 1990 import ratios for 1992 and 1993) were inflated by the low level of
Kuwait’s imports in 1990. In the more diversified economies, the export/1990 import ratio also dropped,
from 0.48 in 1990 and 1991 to 0.45 in 1992 and finally to 0.41 in 1993, indicating deterioration in the
group’s balance of trade as imports continued to increase at higher rates than did exports.
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3. Commodity structure of trade of the ESCWA region®

fa) Imports

Total manufactured goods, a broad definition incorporating four Standard International Trade
Classification (SITC) sections, including chemicals (5), manufactured goods (by material) (6), machinery and
transport equipment (7), and miscellaneous manufactured articles (8), have become increasingly important
in the region’s total imports in both relative and absolute terms (annex tables 2 and 3). Though the value
of imports of total manufactured goods dropped slightly from 1992 to 1993 (from $65.4 billion to $65.1
billion), it increased by an annual rate of 5 per cent over the 1985 level of $44.7 billion. In percentage
terms, total manufactured goods comprised 77.7 per cent of total imports by the ESCWA member countries
in 1993, representing the highest share of imports during the period 1985-1993 (table 6). Food and live
animal imports (section 0), which usually come next, have decreased in importance during this period, with
their share dropping from over 17 per cent in 1986 to 13.5 per cent in 1991, and further to 12.3 per cent in
1993; however, this section reported a marginal increase in terms of value from $9.7 billion in 1985 to $10.3
billion in 1993. This decline in the importance of food imports can be seen as an indication of the success
of agricultural promotion policies undertaken in most countries of the region. The contribution of other
sections such as beverages and tobacco (1), crude materials (2), mineral fuels (3), and animal and vegetable
oils and fats (4) continued to be minimal, ranging between 0.8 and 3.5 per cent.

The import patterns of the region as a whole largely reflect those of the GCC countries because of
their high contribution to the region’s overall imports. Total manufactured goods accounted for almost 81
per cent of their imports in 1993—the highest level during the period 1985-1993. Within this category,
machinery and transport equipment accounted for about 40 per cent, manufactured goods (by material) for
21.1 per cent, and chemicals for 7.4 per cent. Food imports have been decreasing in importance, accounting
for only 10.3 per cent of total GCC imports, after reaching a high of 15.2 per cent in 1987. This decline in
the percentage share of food was particularly systematic in Saudi Arabia and the United Arab Emirates; for
the former, it fell from 13 per cent in 1985 to 9.8 per cent in 1993, and for the latter from 14.7 to 9.7 per
cent during the same period. Only in Saudi Arabia was it accompanied by a drop in absolute value from
$3.1 billion to $2.8 billion, resulting from the country’s special agricultural policy, which has aimed not only
at achieving self-sufficiency but also at increasing agricultural exports.

At the country level within the GCC group, Bahrain deviated from both the region’s overall pattern
and the GCC group pattern in that its mineral fuel imports accounted for 38.6 per cent of its total imports
in 1993, compared with 3.5 per cent at the regional level and 3 per cent at the GCC level. Consequently,
Bahrain’s total manufactured goods imports and food imports were lower in their relative importance than
those of the GCC or the region as a whole, accounting for only 42.6 and 7.8 per cent of this country’s total
imports respectively. Other GCC countries followed the pattern of the group as a whole. The bulk of
Kuwait’s imports were total manufactured goods, which accounted for 82.5 per cent of its total imports.
Food and live animals were next in importance, accounting for 13.3 per cent, representing a slight increase
in importance over the previous year, during which this category accounted for 11.9 per cent, but lower than
the ratios prevailing during the years before the invasion, which averaged around 16 per cent. Total
manufactured goods accounted for 70.4 per cent of Oman’s total imports in 1993, down from 74.7 per cent
in 1992; food and live animals accounted for 11.8 per cent, while beverages and tobacco accounted for 5.9
per cent. The import of total manufactured goods also accounted for 82 per cent of Qatar’s imports in 1993,

®  This section excludes Iraq and Lebanon owing to the lack of available data. Commodity structure data are compiled by

ESCWA from national and international sources and may differ slightly from data in other sections. The numerals zero through nine,
when enclosed in parentheses, refer to the standards SITC section listed in the explanatory notes for the present publicaiton.
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while 12.9 per cent went to food and live animals. Saudi Arabia’s imports, usually the largest in the group
and in the region as a whole, were also dominated by total manufactured goods, which accounted for 84 per
cent of its total imports in 1993, followed by food and live animals with 9.8 per cent. It is worth mentioning
here that the food share in Saudi Arabia’s imports steadily declined, almost without interruption, from 14.7
per cent in 1986 to 9.8 per cent in 1993, accompanied by a drop in value to $2.8 billion owing to that
country’s decreasing dependence on food imports. The United Arab Emirates, typically the second largest
importer in this group, followed the pattern noted in other GCC countries, with the bulk of its imports (85.7
per cent) devoted to total manufactured goods (higher than the ratio reported by any other group for this
category), while food and live animals accounted for 9.7 per cent.

Total manufactured goods also constituted the bulk of imports in the more diversified economies of
the ESCWA region, accounting for 66.5 per cent in 1993 (the highest share for the period 1985-1993).
Machinery and transport equipment came first within the total manufactured goods category, with a share of
29.6 per cent; imports of manufactured goods (by material) came next and accounted for 21.4 per cent, while
chemicals and miscellaneous manufactured articles accounted for 11.2 and 4.3 per cent respectively.

Food imports constituted 19.3 per cent of this group’s total imports (the lowest level during the
period 1985-1993). Though the more diversified economies collectively have higher population levels than
the GCC countries—greater by a factor of two—food imports total only slightly more than half of those of
the GCC countries in absolute terms (annex table 3); this fact reflects the economic diversity characterizing
these countries as a group, including more suitable land and weather, more plentiful water resources, and in
many of them, more developed food production industries. Food security, though a concern, has been a
less critical issue since a higher percentage of per capita food consumption is produced within the more
diversified countries themselves. In the light of all this, food imports as a percentage of overall imports has
remained relatively constant over the period 1985-1993.

Import patterns among the individual countries of this group are similar to those of the group and
of the region as a whole. In Egypt (which is usually the group’s largest importer, accounting for slightly less
than half of this group’s total imports), total manufactured goods accounted for 66.4 per cent of total imports
in 1993, which was higher than the previous year’s share of 61.1 per cent and the highest rate for the period
1985-1993. Food imports as a percentage of overall imports declined during this period after reaching a peak
of 27.7 per cent in 1990; the 1993 level of 19.6 per cent represents the lowest share during the period 1985-
1993.  Crude materials was third in importance, accounting for 8.4 per cent of total imports. Jordan’s
imports are also dominated by total manufactured goods, which accounted for 63.8 per cent of its total
imports; next were food and live animals and mineral fuels, accounting for 17.7 and 12.8 per cent
respectively. In the Syrian Arab Republic, total manufactured goods accounted for 73.6 per cent of total
imports in 1993, while food and live animals accounted of 15.3 per cent; other SITC sections accounted for
less than 5 per cent each. It is interesting to note that the share of food in the total imports of the Syrian
Arab Republic fell in 1993 after reaching a high of 29.6 per cent in 1990, partly as a result of measures
undertaken by the Government to encourage farmers, including technical and financial assistance. Also
notable is the fact that the importance of the different sections (the shares of the Syrian Arab Republic’s
imports) changed significantly between the beginning and the end of the period 1985-1993. The most evident
shift was the large drop in the share of mineral fuels, which constituted almost one third of total imports in
1985 but fell to only 4.3 per cent in 1993, owing to the increase in oil and gas production. The share of total
manufactured goods increased by about half, from 48 to 73.6 per cent, with most of the increase taken by
the share of machinery and transport equipment, which expanded by almost 100 per cent between 1985 and
1993.  Yemen’s imports were also dominated by total manufactured goods, which accounted for the largest
share (60 per cent), while food and live animals accounted for 26.1 per cent. Mineral fuels constituted 6.7
per cent of total imports, while other categories amounted to less than 5 per cent each. Yemen’s import of
food, accounting for 26 per cent of overall imports, is the highest in this group of countries, though this share
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represents a decline from the high of over 37.4 per cent recorded in 1990 after the unification of the Yemen
Arab Republic and the People’s Democratic Republic of Yemen.

(b) Exports

Mineral fuel exports (largely crude oil), comprise the bulk of the ESCWA region’s exports; they
accounted for 83 per cent of the region’s total exports in 1993 and were valued at $78.2 billion, compared
with a lower percentage share (82.2 per cent) but a higher dollar value ($80.7 billion) in 1992. The second
most important category was total manufactured goods; however, the four sections combined under this broad
category accounted for a total of only 12.4 per cent and amounted to $11.6 billion. The contribution of
all other categories including food and live animals shared the residual 4.5 per cent.

The concentration of mineral fuel exports in the GCC countries’ exceeded that of the region as a
whole, though it strongly influenced the latter’s export patterns. This section accounted for 85.8 per cent of
the total exports of these countries, totalling $74.3 billion in 1993 against $77 billion in 1992.  The share
of mineral fuels in these countries’ exports fluctuated between 78.7 and 86.6 per cent during the period 1985-
1993. The second most important export section was total manufactured goods, which comprised 11 per cent
of total exports in 1993 and were valued at $9.6 billion. Exports in this category ranged from 6.5 to 14.2
per cent during the period 1985-1993.

At the national level, export patterns for each country in the GCC region conform to the pattern for
the whole area. Mineral fuels dominate the exports of every GCC country, ranging from 65.8 per cent of
Bahrain’s exports to 91.1 per cent of Saudi Arabia’s exports in 1993. Bahrain’s exports of aluminium
accounted for its relatively high share of total manufactured goods exports (23.4 per cent), which totalled
$866 million in 1993. Kuwait recovered most of its pre-invasion export level; the export of mineral fuels
accounted for 89.6 per cent or $8.4 billion in 1993—very close to the 1989 share of 89.2 per cent. During
the stoppage of oil exports in 1991 and 1992, unallocated goods (SITC section 9) and total manufactured
goods accounted for almost all of Kuwait’s exports; however, in 1993, as oil reasserted its importance, both
sections’ shares dropped again to 4.8 per cent each. In Oman, exports of mineral fuels dropped from $4.7
billion in 1992 to $3 billion in 1993, with its share in total exports falling from 84 to 73 per cent; exports
of total manufactured goods accounted for 12.2 and 20.3 per cent of total exports in 1992 and 1993
respectively. Qatar’s export of mineral fuels accounted for 83.1 per cent in 1993, compared with 85.7 per
cent in 1992, owing to the drop in oil exports from $3.2 billion to $2.9 billion; total manufactured goods
accounted for 16.6 per cent, the highest share since 1989. In Saudi Arabia, which dominates the exports
of this group, mineral fuels accounted for 91.1 per cent of total exports, while total manufactured goods made
up only 7.4 per cent; other categories accounted for less than 2 per cent each. The United Arab Emirates
witnessed a smaller decline in total exports in 1993 than in 1992; mineral fuel exports contributed to 80.7
per cent of its exports, and manufactured goods made up 15.7 per cent in 1993.

The exports of the group of more diversified economies in the ESCWA region were also dominated
by mineral fuels, but this section accounted for a much lower percentage share of total exports here than in
the GCC countries; such exports averaged around 50 per cent in the former group during the period 1991-
1992, reflecting their greater economic diversification.  Total manufactured goods were second in
importance, accounting for 26.9 per cent in 1993, compared with 27.5 per cent in 1992; this share has
dropped continuously, and sometimes sharply, since 1989, during which a high of 41.3 per cent was reported.

Food exports accounted for 13 per cent of the group’s total exports in 1993, the highest rate for the period
under study; food exports have been growing in importance since 1985 and have almost tripled in terms
of their dollar value, rising from $374.7 million in 1985 to $996.1 million in 1993. Exports of crude
materials, which accounted for 8.3 per cent of the total exports of the group in 1993, have been decreasing
in importance since 1986.
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At the country level, while the commodity structure of Egypt’s exports influences that of the group,
it differs in some respects. Egypt’s exports of mineral fuels, the most significant section, accounted for 49.9
per cent of its exports in 1993, and total manufactured goods ranked second, accounting for 37.4 per cent.
It is interesting to note that these two categories have varied in importance in Egypt’s overall commodity
structure of exports during the period 1985-1993. Total manufactured goods was the most significant
category from 1987 to 1990, as Egypt’s oil exports declined in physical terms and were lower in their dollar
value than in previous years; however, the value of manufactured goods and their relative share have both
been declining since 1990. Egypt’s food exports rank third in overall importance and in 1993 accounted for
9.4 per cent. Egypt’s exports of non-food agricultural items (SITC section 2, crude materials), of which
cotton exports comprise a significant portion, amounted to only 3.1 per cent of its total exports in 1993.
The importance of this category has declined considerably since 1986, when it accounted for 16.3 per cent
of total exports. It has also declined in absolute (dollar) terms, reflecting decreases in cotton output and
prices during the period 1985-1993.

Jordan’s commodity structure of exports differs from that of the other members in the group in that
it does not export oil. Its exports are dominated by total manufactured goods, which accounted for 51.1 per
cent of total exports in 1993; this largely reflected the high level of chemical exports, which made up 28.3
per cent of total exports. Phosphate exports are also significant in Jordan and usually account for most of
the country’s crude materials (section 2) exports. In 1993 they accounted for 27.9 per cent of Jordan’s total
exports; however, they have been decreasing in both relative and absolute terms since 1988. Food exports
are third in importance and in 1993 accounted for 20.3 per cent of total exports; Jordan’s food exports, which
are mainly fruits and vegetables sold to neighbouring countries, have been increasing in importance since the
late 1980s in both relative and absolute terms.

The importance of mineral fuels in the Syrian Arab Republic’s exports has been growing fairly
steadily since 1989. In absolute terms, their value, has increased from $1.2 billion in 1989 to $2.1 billion
in 1993 as this country has made special efforts to exploit its oil reserves and overcome some technical
difficulties; overall, the volume of oil exports has increased by over 200 per cent since 1985 (table 7). The
share of total manufactured goods exports declined in 1992, dropping from second to third place; though the
ranking held in 1993, some improvement in actual percentages was noted. In 1989 total manufactured goods
amounted to $1.3 billion and accounted for 44 per cent of Syrian exports; in 1990 they reached a record
value of $1.5 billion, then dropped to $0.9 billion in 1991. The real crash, however, came in 1992, when
they plunged to only $291 million and a share of 9.4 per cent. A partial recovery was reported in 1993,
when their total value increased to $363 million and their share rose to 11.5 per cent. The decline in the
Syrian Arab Republic’s total manufactured goods exports in 1992 and 1993 was mainly caused by the refusal
of the former Soviet Union to accept payment in goods against the former’s military debt. Food exports have
become increasingly important, accounting for 14.3 per cent of total exports in 1993, compared with only
2.6 per cent in 1985; most notably, their actual dollar value increased more than tenfold, from $43.1 million
to $450.2 million.

The Republic of Yemen’s mineral exports, comprising oil, accounted for 76.2 per cent of its total
exports in 1993.  Their share in Yemen’s total exports declined somewhat, down from a record 90.3 per
cent in 1991 owing to the decrease in its dollar value. Food exports, of which coffee constitutes a significant
proportion, ranked second accounting for 12.6 per cent of Yemen’s total exports in 1993; crude materials

made up 6.7 per cent, while total manufactured goods represented only 3.1 per cent of the total (its highest
level in eight years).
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TABLE 7. ESCWA REGION: ANNUAL OIL EXPORTS OF SELECTED OIL-EXPORTING COUNTRIES, 1985-1993
(Millions of barrels)

Syrian  United

Saudi Arab Arab
Year Egypt Iraq Kuwait Oman Qatar Arabia Republic Emirates  Total
1985 1614 3962  173.7 1646 1022 7850 30.8 3569 2170.8
1986 126.3 508.6 275.9 187.5 112.1 11920 21.5 4132 2837.1
1987 154.1 626.7 221.6 197.1 92.7 882.0 29.7 4563 2 660.2
1988 136.5 764.7 254.8 211.3 111.3 1 106.0 29.2 4909 3 104.7
1989 134.7 824.9 310.3 215.6 116.8 1217.5 48.1 602.3 3 470.1
1990 132.4 582.5 235.4 229.2 1269 16424 80.0 724.5 3 753.5
1991 142.9 14.2 31.0 234.7 1229 2 382.1 81.9 801.2 3 810.9
1992 146.3 22.2 253.9 251.6 132.2 24024 86.0 7519 40464
1993 141.6 21.6 525.6 264.6 1243  2296.9 100.4 719.1 4 194.1

Source: Organization of Petroleum Exporting Countries, Annual Statistical Bulletin, various issues.

B. DIRECTION OF TRADE’
1. Aggregate trade®
(a) Exports®

The developed market economies continued to be the region’s leading export outlet; their contribution
declined from an average of 50.4 per cent during the period 1990-1992 to 47.8 per cent in 1993, and further
to only 43.5 per cent in 1994 (table 8). The decline in the developed market economies’ share was matched
by an increase in the share of developing countries (other than the ESCWA member countries) in the region’s
total exports, from an average of 23.7 per cent over the period 1991-1992 to an average of 25.5 per cent
during 1992 and 1993, and to 27.5 per cent in 1994. The rise resulted entirely from higher demand for oil
from the Gulf countries by the booming economies in Asia. Intraregional exports, after declining from an
average of 10.4 per cent during 1990 and 1991 to only 8.7 per cent in 1992 (the lowest rate since 1988),
recovered slightly in 1993 and 1994, climbing to 8.9 and 10.2 per cent respectively; however, even with the
upward trend, these levels are still lower than those recorded before Iraq’s invasion of Kuwait, a move which
negatively affected intraregional trade. The former centrally planned economies, including Eastern Europe
and the former Soviet Union, have become steadily less important as a regional export outlet, mainly owing
to the economic and financial difficulties characterizing their process to a market economy. Their share fell
from 3.3 per cent in 1990 to 1.8 per cent in 1991 before hitting bottom in 1992, when they absorbed only
0.6 per cent of the region’s total exports; there was some slight improvement in 1993 and 1994, however,
as the rate rose to 0.7 for both years. The share of China, though still minimal, more than tripled between
1990 and 1994, growing from 0.2 to 0.7 per cent.

7 The data used in this section are derived from statistics recorded by the International Monetary Fund in its Direction of Trade
Statistics Yearbook for 1993 and 1994 and may differ in some significant respects from data used in other sections which are derived
from national and international sources. Moreover, data for 1994 are partial and preliminary.

8 Excluding Iraq and the Republic of Yemen owing to the sanctions for the former and the lack of data for the latter.

® See annex table 4 for the geographical distribution of ESCWA region exports.
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TABLE 8. ESCWA REGION: DIRECTION OF TRADE, 1990-1994
(Percentage shares)

Exports (f.0.b.)° Imports (c.i.f)’
1990 1991 1992 1993 1994° 1990 1991 1992 1993  1994°
ESCWA member countries 10.7 10.1 8.7 89 10.2 10.1 9.1 85 72 6.8
Other developing countries 225 224 250 259 27.5 139 16.0 146 18.2 18.8
Asia (excluding ESCWA 18.0 18.7 213 22.1 23.6 11.3 13.5 124 15.8 16.3
member countries)
Latin America 22 1.7 1.7 1.7 1.6 1.5 1.5 1.5 1.6 1.7

Africa (excluding North Africa) 14 1.3 1.2 1.2 1.6 0.8 0.6 0.5 0.5 0.6
North Africa (excluding Egypt) 0.9 0.7 0.8 0.9 0.7 0.3 04 0.2 0.3 0.2
Developed market economies 503 50.7 50.3 47.8 43.5 377 585 587 60.9 55.6

European Union 15.8 16.1 16.7 16.7 13.6 335 322 33.1 343 33.1
United States of America 13.2 12.3 114 10.7 10.1 12.9 15.2 14.0 155 13.6
Japan 213 223 222 204 19.8 11.3 11.1 11.6 11.1 8.9
Former centrally planned 33 1.8 0.6 0.7 0.7 29 23 2.1 16 2.0
economies

Eastern Europe and the former 33 1.8 0.6 0.7 0.7 29 23 2.1 1.6 20
Soviet Union

China 02 0.7 0.6 0.8 0.7 21 18 27 21 23
Rest of world 13.0 143 148 159 174 133 123 134 10.1 145
World 100.0 1000 1000 100.0 100.0 100.0 100.0 100.0 100.0  100.0

Source : ESCWA compilations based on the International Monetary Fund, Direction of Trade Statistics Yearbook, 1993 and
1994 (Washington, D.C.).

2 Free on board.
b Cost, insurance, freight.
Figures for 1994 are for the period January-July only as available in international sources.

c

At a more disaggregated level, the European Union, after averaging around 16 per cent in its share
of the region’s exports for the period 1990-1993, dropped to 13.6 per cent in 1994, mainly owing to its
reduced reliance on Gulf oil. The United States of America’s share also declined, falling steadily from a
peak of 13.2 per cent during the Gulf crisis in 1990 to only 10.1 per cent in 1994 (the lowest rate since
1988). Japan, which among the developed countries is usually the largest importer (mainly of oil) from the
region, recorded a drop in its share as well as owing to the economic recession; the average share of 22 per
cent during the years 1990 to 1992 fell to around 20 per cent in 1993 and 1994.

Among developing countries, the economic boom in Asia (excluding the ESCWA member countries)
and its increasing reliance on oil from the Gulf helped to raise its share in the region’s exports, without
interruption, from 18 per cent in 1990 to 23.6 per cent in 1994. The shares of other developing country
groupings have generally been very small; in addition, they have either stagnated or declined. For example,
the region’s share of exports to Latin America, after thriving during the first half of the 1980s, suffered from
successive drops in the wake of the debt crisis and the beginning of that region’s economic and financial
problems; during the last five years it has remained slightly below the 2.2 per cent share recorded in 1990.
The share of exports to Africa (excluding North Africa) hovered around 1.5 per cent between 1990 and
1994, and the share of North Africa (excluding Egypt) remained below 1 per cent during the same period.
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(b) Imports"®

As for the geographical distribution of imports, the developed market economies as a group continued
to be the region’s main supplier. Although incomplete, data for 1994 show a decline in their share to 55.6
per cent from about 61 per cent in 1993; complete and revised figures, however, could be even lower because
of the slow-down in economic activity in the GCC countries. The share of developing countries (excluding
ESCWA member countries) rose between 1990 and 1994, climbing from 13.9 to 18.8 per cent during that
period. In contrast, the share of ESCWA intraregional imports has been on an uninterrupted decline since
the Gulf war, falling from 10.1 per cent in 1990 to 6.8 per cent in 1994. The former centrally planned
economies, namely Eastern Europe and the former Soviet Union, seem to be on their way to recovering their
earlier share in imports to the ESCWA region; owing to difficulties associated with the transition process,
their share dropped from 2.9 per cent in 1990 to only 1.6 per cent in 1993 before climbing back up to 2 per
cent in 1994. China, which is more important as a supplier to the region than as an export outlet, recorded
a share which varied between 1.8 and 2.7 per cent during the four-year period covered here.

On a more disaggregated level, the European Union remained the region’s leading supplier with a
share of 33.1 per cent in 1994 (compared with 34.3 per cent in 1993 and an average of 33 per cent for the
years 1990, 1991 and 1992). The share of the United States increased following the Gulf war from 12.9
per cent in 1990 to 15.2 per cent in 1991 and to 15.5 per cent in 1993. Preliminary figures show a drop in
the 1994 share to 13.6 per cent, which can be explained by the economic slow-down in the GCC countries
and the end of reconstruction activities in Kuwait. Japan’s share declined slightly from an average of 11.3
per cent during the years 1990-1992 to 11.1 per cent in 1993, then dropped more sharply to 8.9 per cent in
1994.  As for other developing countries, Asia (excluding the ESCWA member countries) continued to
consolidate its rising share in the region’s total imports, recording an increase from 11.3 per cent in 1990 to
16.3 per cent in 1994, up from 15.8 per cent in 1993. The shares of Latin America, Africa (excluding North
Africa) and North Africa (excluding Egypt) remained small, with little change in their levels from year to
year: Latin America’s share increased from 1.6 per cent in 1993 to 1.7 per cent in 1994, up very slightly
from the consistent 1.5 per cent increase during the years 1990-1992; the other two region’s export shares
remained below 1 per cent for the period 1990-1994.

2. Intraregional trade
(a) GCC countries

The share of intraregional exports in total exports for the ESCWA region as a whole appears to have
almost recovered its pre-Gulf-war level; after dropping from 10.7 per cent in 1990 to 8.7 per cent in 1992,
the share started to increase again, reaching 8.9 per cent in 1993 and 10.2 per cent in 1994 (table 9). At the
group level, intraregional exports are less important for the GCC countries than for the more diversified
economies, as less of the former’s exports are absorbed by the region than the latter’s, mainly owing to the
predominance of oil in the overall export structure of the GCC countries and to the fact that oil is mainly
marketed outside the region. The share of intraregional exports in the GCC countries’ total exports dropped
from 10 per cent in 1990 to 7.5 per cent in 1992, its lowest level since the Iraqi invasion of Kuwait;
however, it started to increase in the following years, rising to 8 per cent in 1993 and 9.3 per cent in 1994.
All GCC countries participated in the increase of 1993, apart from Bahrain and Kuwait; the former reported
a decline from 5.8 to 3.8 between 1990 and 1994, while the latter’s share dropped from 6 per cent to a
negligible amount over the same period. Though data are still preliminary and incomplete, all member

' See annex table 5 for the geographical distribution of ESCWA region imports.
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countries appear to have participated in the increase, apart from Kuwait and Oman; the former’s share was
still negligible, while the latter’s contribution dropped slightly, from 35.4 to 34.5 per cent.

TABLE 9. ESCWA REGION: SHARE OF INTRAREGIONAL TRADE IN TOTAL TRADE, 1990-1994

(Percentage)
Exports (f.0.b.)* Imports (c.if)
1990 1991 1992 1993  1994° | 1990 1991 1992 1993  1994°
ESCWA region o7 1ol 87 89 102 101 21 85 72 68
GCC countries 10.0 9.2 15 8.0 9.3 111 9.8 8.6 8.1 1.5
Bahrain 5.8 33 3.6 34 3.8 53.3 41.1 41.2 449 46.2
Kuwait 6.0 7.0 12 - - 13.2 15.0 1.8 0.8 --
Oman 61.3 31.1 333 354 345 26.7 293 313 26.5 .
Qatar 6..6 6.5 7.0 8.6 9.6 11.9 13.1 12.7 12.9 12.3
Saudi Arabia 9.2 9.1 57 6.7 8.0 3.8 3.3 35 32 3.8
United Arab Emirates 42 45 5.7 6.0 6.5 8.0 7.9 7.3 6.4 5.5
More diversified economies’ 18.0 193 223 17.8 173 14 6.6 8.0 4.4 5.2
Egypt 5.7 6.9 12.6 82 8.9 0.5 29 2.1 1.2 1.4
Jordan 40.3 73.5 33.6 29.4 33.2 25.1 12.7 20.0 8.0 9.9
Lebanon 47.0 472 50.7 54.8 51.8 16.4 12.1 13.3 11.6 11.2
Syrian Arab Republic 16.2 19.8 224 204 233 49 42 4.7 4.5 42

Source: ESCWA secretariat compilations, based on the International Monetary Fund, Direction of Trade Statistics Yearbook,
1993 and 1994 (Washington, D.C.).

* Free on board.

b Cost, insurance, freight.

° Figures cover January to July only, as available in international sources.

¢ Excluding Iraq owing to the sanctions and the Republic of Yemen owing to the lack of data.

The share of intraregional imports in the region’s total imports (excluding Kuwait and Oman owing
to the lack of data) declined continuously during the first part of this decade, dropping from 10.1 per cent
in 1990 to 7.2 per cent in 1993, and further to 6.8 per cent in 1994. The 1993 decline was entirely a result
of the drop in the share of GCC countries from 8.1 to 7.5 per cent, as the share of the more diversified
economies increased from 4.4 to 5.2 per cent. Among the GCC countries for which data are available, only
Bahrain and Saudi Arabia reported slight increases in the percentage shares of their intraregional imports in
total imports; the share of the former increased from 44.9 to 46.2 per cent, and that of the latter from 3.2 to
3.8 per cent. In contrast, Qatar and the United Arab Emirates reported declines from 12.9 to 12.3 per cent
and from 6.4 to 5.5 per cent respectively.

(b) The more diversified economies

While the share of intraregional exports in total exports fell to its lowest level in the GCC countries
in 1992, it reached its highest level during the same year in the more diversified economies (22.3 per cent,
compared with 18 and 19.3 per cent in 1990 and 1991 respectively), despite the fact that Jordan lost its main
export outlets, Iraq and the GCC countries. In 1993 and 1994, however, this share dropped to 17.8 and to
17.3 per cent respectively; interestingly, the 1993 decline was caused by reduced shares in Egypt, Jordan and
the Syrian Arab Republic (only Lebanon’s share increased), while the 1994 drop reflected the decline in
Lebanon’s share alone (from 54.8 to 51.8 per cent), as all of the other ESCWA member countries (excluding
Iraq and Yemen) increased their contributions. Within the more diversified economies group, Lebanon and
Jordan are the two countries which usually have the largest shares of intraregional exports in total exports.
Between 1990 and 1994, these shares fluctuated, ranging between 47 and 54.8 per cent for Lebanon and
between 29.4 and 73.5 per cent for Jordan, followed by the Syrian Arab Republic, which recorded a range
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of 16.2 to 23.3 per cent. Egypt relied least on intraregional exports among the group, with its share of
intraregional exports in total exports ranging between 5.7 and 12.6 per cent during the same period.

The 1994 rate of 17.3 per cent represents a higher share of interregional exports for the more
diversified economies than for the region as a whole, though again, the former’s share was lower than its
five-year high of 22.3 per cent in 1992. In 1994, of the four countries considered in this group, Lebanon
had the highest share of intraregional exports at 51.8 per cent, followed by Jordan with 33.2 per cent and the
Syrian Arab Republic with 23.3 per cent. Egypt’s share of intraregional exports amounted to only 8.9 per
cent (the lowest share in the group).

This group’s share of intraregional imports, much lower than that of their exports and also lower than
the intraregional import share of the ESCWA region as a whole, amounted to 5.2 per cent in 1994; though
this represented an increase over the 1993 share of 4.4 per cent, it was a decline from the five-year high of
8 per cent recorded in 1992. Lebanon, with 11.2 per cent, accounted for the highest share of intraregional
imports, while Jordan and the Syrian Arab Republic reported shares of 9.9 and 4.2 per cent respectively.
Egypt’s share lagged behind others in the group at 1.4 per cent.

3. Concentration of intraregional trade at the country level
(a) Intraregional exports

Intraregional trade, which is far from satisfactory, is still characterized by a large concentration of
trade with a few partners. For the ESCWA region (excluding Iraq and Yemen) in 1990, the cumulative share
of the weighted average of the leading three intraregional export partners totalled 81.8 per cent of total
intraregional exports (table 10); the average distribution was 53.7 per cent with the first partner, 18.3 per cent
with the second, and 9.8 per cent with the third. By 1993, not only had the cumulative share increased to
89.7 per cent, but the region’s weighted average share of the first partner had also risen to 67.2 per cent (a
13.5 per cent increase from 1990), which indicated further concentration with the first intraregional export
partner. At the country level, in 1990 the cumulative shares of Oman, Bahrain, Qatar and the Syrian Arab
Republic were above the regional average. Saudi Arabia was the first export partner for Bahrain, Egypt,
Lebanon and the Syrian Arab Republic. In 1993 Saudi Arabia was still the first partner for the first three
(with Lebanon replacing the Syrian Arab Republic), and it also replaced Iraq that year to become Jordan’s
is first export partner. Although the degree of concentration increased in five countries (Egypt, Oman, Saudi
Arabia, the Syrian Arab Republic and the United Arab Emirates) between 1990 and 1993, only two countries,
Bahrain and Oman, reported higher cumulative shares than the region’s weighted average, owing to the
increase in the latter. The United Arab Emirates continued to be the first partner for Oman and Qatar,
Bahrain remained Saudi Arabia’s first partner, and Oman continued to be the first partner for the United
Arab Emirates, indicating that historical trade relations and bilateral arrangements still dominate trade
transactions in the area.

(b) Intraregional imports

A similar picture can be observed for intraregional imports (table 11).  For the ESCWA region
(excluding Iraq and Yemen) in 1990, the cumulative share of the weighted average of the leading three
intraregional import partners amounted to 81.4 per cent, distributed as 63.2 per cent for the first partner, 10.7
per cent for the second and 7.5 per cent for the third. By 1993, the cumulative share had increased to 87.1
per cent; the share of the first and second partners had increased to 69.4 and 11.1 per cent respectively, while
the share of the third partner had dropped to 6.7 per cent. These figures also support the trend towards
increased concentration among the intraregional trading partners. In 1990, the cumulative share of six
countries, Bahrain, Oman, Qatar, Lebanon, Jordan and the Syrian Arab Republic, were above the region’s
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weighted average, while the lowest cumulative share of 66.1 per cent was reported by Kuwait. In 1993,
however, only Kuwait, Bahrain, Oman and Lebanon exceeded the region’s weighted average; moreover, the
degree of concentration with the first intraregional import partner increased for Egypt, Kuwait, Lebanon,
Oman, and the United Arab Emirates. Saudi Arabia continued to be the first intraregional import partner for
Bahrain and Egypt, also replacing Iraq to become Jordan’s first partner and Oman to become the United Arab
Emirates’ first partner; however, Saudi Arabia was replaced by the Syrian Arab Republic for Kuwait and
by Lebanon for the Syrian Arab Republic. The United Arab Emirates remained the first intraregional import
partner for both Oman and Qatar, and the Syrian Arab Republic remained Lebanon’s first intraregional import
supplier.

C. TRADE IN SERVICES
1. Overall performance"'

Worldwide exports of non-factor services increased from $811 billion in 1990 to $968 billion in 1993
(table 12), or by 19.3 per cent, largely owing to significant increases of between 11.5 and 32.9 per cent in
the categories of other private services, shipment and travel. Other transportation exports also increased (by
8 per cent), but other official services decreased by over 2 per cent during the three-year period. The relative
position of the ESCWA member countries in world non-factor services exports changed only slightly
between 1990 and 1993, increasing from 1.7 to 1.8 per cent, while the relative position of other developing
countries improved significantly, with an increase of 19.3 to 22.2 per cent between 1990 and 1993. The
developed market countries, though still accounting for the bulk of world non-factor services exports,
witnessed a decline in their share from 78.8 to 75.9 per cent. The ESCWA member countries’ position
improved slightly for the exports of shipment and travel, remained the same for exports of other
transportation, and declined somewhat for other official services and other private services.

World exports of factor services also increased, though less significantly (by only 5 per cent), rising
from $870 billion in 1990 to $914 billion in 1993. This increase reflected the 16 per cent increase in private
transfers and the 5 per cent increase in other investment income (the latter accounts for the bulk of world
factor services exports), and to a much lesser extent, the 0.2 per cent increase in direct investment income.
The share of the ESCWA member countries in world factor services exports dropped from 2.2 per cent in
1990 to 1.4 per cent in 1993 owing to a decline in the share of other investment income. The share of other
developing countries remained the same, at 6.2 per cent, despite changes in the share of their individual
components. The developed market economies continued to dominate the exports of factor services,
consolidating their position even further when, as a group, their share increased from 88.3 to 88.8 per cent;
at the individual-item level, these developed countries were responsible for 96.8 per cent of the world’s
inflow of direct investment income, 87.8 per cent of its inflow of other investment income, and 86.1 per cent
of the exports of private transfers in 1993.

World imports of non-factor services rose by more than 14 per cent between 1990 and 1993,
increasing from $858 billion to $983 billion. ~All components recorded increases, some of which were
significant, except other official services, which decreased by almost 4 per cent. As for the distribution
(among the participating groups) of the world’s imports of non-factor services, the share of developing
countries (excluding ESCWA member countries) increased from 21.2 to 22 per cent, and that of the ESCWA
member countries increased only slightly from 3.9 to 4 per cent; consequently, the share of developed market
economies declined from 73.7 to 72.4 per cent.

' Owing to the lack of data, only seven ESCWA member countries are included here, naxhely Bahrain, Egypt, Jordan, Kuwait,
Oman, Saudi Arabia and the Syrian Arab Republic.
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World imports of factor services increased by over 6 per cent between 1990 and 1993, rising from
$928 billion to $985 billion, reflecting an increase in all components (direct investment income, other
investment income and private transfers). The share of other developing countries dropped from 13.3 to 12.6
per cent, while that of the ESCWA member countries remained the same at 0.7 per cent; consequently, the
share of the developed market economies increased from 83.6 to 84.4 per cent.

After increasing by an average annual rate of 2.4 per cent during the period 1985-1990, the ESCWA
member countries’ exports of services decreased by 6.7 per cent in 1991, then increased again (by 2.2
per cent) in 1992; there was another sharp decline in 1993, with the 8.7 per cent drop reflecting a decrease
~ in the dollar amount from $31.7 billion to $28.9 billion (table 13). Exports of non-factor services dropped
in 1993 for the first time since 1985; after enjoying a rising trend, which brought total exports from $10.6
billion in 1985 to $16.7 billion in 1992, a 3.4 per cent decline in 1993 brought the figure back down to $16.2
billion. Exports of factor services dropped for the third year running; there were successive declines of 14.1,
9.1 and 14.6 per cent in 1991, 1992 and 1993 respectively, consequently bringing their total value down from
$19.2 billion in 1990 to $12.8 billion in 1993. The ESCWA region’s overall decline in services exports
throughout the 1985-1993 period was caused by decreases in the exports of the GCC countries; the largest
drop for the latter group was 17.6 per cent in 1993, which brought their 1992 total down from $19.9 billion
to $16.4 billion (compared with $24.1 billion in 1985). Both non-factor and factor services exports decreased
in the GCC countries by 18.6 and 17.1 per cent respectively. As a group, the more diversified countries of
the region recorded an increase of 6.3 per cent in services exports in 1993; though the increase was lower
than in previous years, it none the less reflected a continuation of the upward trend noted throughout the
period 1985-1993. Both types of services participated in the increase; non-factor services exports increased
by 5.2 per cent (less than in earlier years), while factor services exports increased by 17.6 per cent—a
significantly higher rate than those recorded for previous years.

The ESCWA region’s services imports reported a significant decline of 22.2 per cent in 1993 (three
times the 7.3 per cent decrease in 1992), partly owing to the exclusion of Bahrain from 1993 figures;
consequently, total imports dropped from $54.2 billion to $42.2 billion. It should be noted, however, that
in 1991, both during and immediately after the Gulf war, a record increase of 47.5 per cent was recorded for
services imports, reflecting a jump from $39.6 billion to $58.4 billion. In the GCC countries, decreases in
both non-factor services imports (28.6 per cent) and factor services imports (19.5 per cent) occurred during
1993, which brought the former from a total of $38.3 billion in 1992 to $27.4 billion and the latter from $4.2
billion to $3.4 billion. Despite the significant 27.7 per cent decline in the import of services in 1993 to $30.7
billion, after a record level of $49.6 billion in 1991 and $42.5 billion in 1992 (and owing partly to the
exclusion of Bahrain from the data in 1993), the GCC countries continued to capture the major share of the
region’s overall services imports; this notwithstanding, the group’s share maintained a consistent downward
trend, falling from 83 per cent in 1985 to 78 per cent in 1992, and further to 72.5 per cent in 1993. The
group’s imports of both factor and non-factor services contributed to the decline, though non-factor services
dominated, amounting to around 10 times the value of factor services imports during the period under study.
Imports of services by the diversified economies also declined during 1993, though the drop was insignificant
in both absolute and relative terms (from $11.7 billion to $11.4 billion, or by 2.2 per cent); the decline
mainly reflected the large 20.6 per cent drop in factor services imports (from $4.4 billion to $3.5 billion),
though this was partly compensated for by the 8.9 per cent increase in non-factor services (from $7.3 billion
to $7.9 billion).
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TABLE 12. ESCWA REGION: POSITION IN WORLD SERVICES TRANSACTIONS,
1990 AND 1993

(Percentage share)

ESCWA Other Developed
member developing market International World total
countries* countries economies organizations US$1 billion = 100%
1990 1993 1990 1993 1990 1993 1990 1993 1990 1993
A. Credit
1. Non-factor services L7 1.8 | 193 222 | 788 159 0.1 0.1 8113 967.9
Shipment 04 0.7 20.8 23.1 78.7 76.3 - -- 94.5 105.3
Other transportation 33 33 16.8 19.1 79.9 71.5 - -- 129.8 140.1
Travel 0.9 12 229 24.1 762 74.7 - - 2390 2789
Other official services 29 2.4 132 143 81.8 80.8 2.1 25 53.7 524
Other private services 1.9 1.8 182 229 79.9 753 - - 294.4 3912
2. Factor_services 22 14 6.2 62 | 883 888 33 36 8702 9138
Direct investment income 0.2 03 2.1 29 97.7 96.8 -- - 1194 119.6
Other investment income 2.7 1.7 6.3 6.1 869 87.8 4.1 4.4 670.0 735.0
Private transfers - - 14.0 13.9 86.0 86.1 - - 50.9 59.1
B. Debit
1._Non-factor services 39 40 | 212 220 | 737 124 12 16 8582 9833
Shipment 42 43 333 353 62.5 60.4 - - 1344 148.4
Other transportation 0.9 1.0 19.0 20.0 80.1 78.9 - - 135.0 145.1
Travel 1.1 14 152 187 83.6 79.9 - - 2393 273.8
Other official services 17.0 19.6 15.5 10.6 512 447 16.3 25.0 653 62.7
Other private services 4.4 43 229 219 72.7 739 -- - 2843 3533
2. Factor services 0.7 07 | 133 126 | 836 844 23 24 927.6_ 984.6
Direct investment income 21 2.5 26.4 39.0 715 68.4 - -- 76.4 773
Other investment income 0.5 0.5 122 114 84.5 853 2.7 2.7 7942 845.7
Private transfers 1.1 1.1 11.0 7.6 87.8 91.3 - - 57.0 61.6

Source: Calculated from information given in the International Monetary Fund, Balance of Payments Statistics Yearbook,
various issues (Washington, D.C.).

* Covers only seven ESCWA member countries, including Bahrain, Egypt, Jordan, Kuwait, Oman, Saudi Arabia and
the Syrian Arab Republic, owing to the unavailability of data for other ESCWA member countries.
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2. Structure

The distribution of the ESCWA region’s earnings from services exports showed some change in 1993
from the 1990 situation (prior to the Gulf war). Non-factor services exports increased in importance as their
share in total services exports rose from 42.2 per cent in 1990 to 56.9 per cent in 1993 owing to the increase
in the exports of non-factor services by the more diversified economies (table 14). The share of factor
services exports consequently declined, falling from 57.8 to 43.1 per cent, entirely a reflection of the decline
in the share of investment income exports from 57 to 42.1 per cent. The GCC countries, which account for
the bulk of the exported investment income in the region, were responsible for this decline, as they liquidated
significant portions of their overseas assets immediately after the Gulf crisis to meet financial obligations
arising from it. These lower income-export levels are expected to continue during the last half of the 1990s;
oil prices are expected to remain relatively stable (so there are unlikely to be any major additional
investments), and interest rates are also unlikely to rise. As a result of the above, factor services exports
by the GCC countries fell from 54.9 per cent of the group’s services exports in 1990 to 38.8 per cent in
1993. The more diversified economies accounted for a greater share of the region’s services exports, with
an increase from 28.8 to 41.6 per cent, between 1990 and 1993; both non-factor and factor services
contributed to the increase, but the main improvement was in non-factor services, as their export share
increased from 25.9 to 37.3 per cent. The increase in the group’s share in total services exports came about
both as a result of the decline in the position of the GCC countries in the region’s total exports and because
of an increase in absolute amounts. The most significant component increases were in travel, other private
services and other transportation (all non-factor services). The 2.7 per cent rise in the last category (other
transportation) was largely achieved through Egypt’s 24 per cent increase in earnings from the Suez canal
over the three-year period.”?> The share of factor services exports also rose (from 2.9 to 4.3 per cent), but
still accounted for only a small proportion of the region’s total exports.

Unlike the export situation, the structure of services imports changed only slightly at both the regional
level and the two-group level over the period 1990-1993. The share of non-factor services in total services
import rose from 83.5 per cent in 1990 to 84.5 per cent in 1993, while the share factor services import share
dropped slightly from 16.5 to 15.5 per cent. A small decline in the GCC countries’ share in the region’s
services imports occurred between the years under study, from 77.4 to 75.2 per cent, while the more
diversified economies’ share increased slightly from 22.6 to 24.8 per cent. Non-factor services imports
account for the largest share of services imports for the GCC countries, though its share in total imports
dropped slightly during this period from 68.5 to 67.3 per cent. In 1993 the largest components of the GCC
countries’ non-factor services imports continued to be other official services and other private services, which
accounted for 25.4 and 26.5 per cent of total services respectively (almost identical to 1990 shares); the next
in importance was shipment and travel, whose shares were much lower, totalling 9.1 and 4.5 per cent
respectively in 1993.

In value terms, the overall position of the ESCWA region’s services account deteriorated between
1990 and 1993 as the deficit increased from $6.4 billion to $15.9 billion. This was caused not only by the
rise in the non-factor services deficit from $19.1 billion to $21.8 billion, but also by the drop in the factor
services surplus from $12.7 billion to $5.9 billion. The latter decline was mainly a reflection of the drop
in other investment income from $14.7 billion to $8.2 billion. The GCC countries’ deficit increased from
$7 billion to $17.1 billion owing to an increase in the non-factor services deficit from $21.7 billion to $25.1
billion, and to a drop in the factor services surplus from $14.7 billion to $8.1 billion. The more diversified
economies’ surplus increased from $0.6 billion to $1.1 billion, mainly reflecting an increase in the non-factor

12 International Monetary Fund, Balance of Payments Yearbook, 1993 (Washington, D.C.).
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services surplus from $2.7 billion to $3.3 billion, which more than compensated for the increase in the factor
services deficit from $2 billion to $2.2 billion.

TABLE 14. ESCWA REGION: STRUCTURE OF INTERNATIONAL TRANSACTIONS IN SERVICES, AND
CONTRIBUTION TO THE REGION’S FOREIGN EXCHANGE EARNINGS
AND USES, 1990 AND 1993

Credit Debit Net earnings/uses
(percentage) (percentage) (billions of US dollars)
1990 1993 1990 1993 1990 1993
I. ESCWA region 100.0 100.0 100.0 100.0 64 -159
A. Non-factor services 422 56.9 83.5 84.5 | -19.1 -21.8
Shipment 1.2 23 14.4 13.8 -5.3 -5.6
Other transportation 12.8 15.5 3.1 33 3.0 32
Travel 6.8 11.5 6.8 8.1 -04 -0.3
Other official services 4.6 42 28.0 26.7 -9.5 -11.1
Other private services 16.8 233 313 32.6 -6.8 -8.0
B. Factor Services 578 43.1 16.5 155 127 59
Direct investment income 0.7 1.0 4.1 43 -14 -1.7
Other investment income 57.0 42.1 10.7 9.8 14.7 8.2
Private transfers -- - 1.7 1.5 -0.7 -0.7
II. GCC countries 71.2 584 774 75.2 | -7.0_ -17.1
A. Non-factor services 16.3 19.6 68.5 67.3 -21.7 =25.1
Shipment 1.0 22 9.6 9.1 -3.5 -3.5
Other transportation 3.0 3.0 1.3 1.8 0.5 0.1
Travel 1.0 0.9 5.0 45 -1.7 -1.8
Other official services 0.7 0.7 25.9 254 -10.0 -11.5
Other private services 10.6 12.8 26.7 26.5 -7.0 -84
B. Factor services 54.9 38.8 89 7.9 | 147 8.1
Direct investment income -- - 4.1 42 -1.6 -2.0
Other investment income 54.9 38.8 33 25 17.0 10.6
Private transfers - -- 1.6 1.2 -0.6 -0.5
III. More diversified 28.8 416 226 24.8 0.6 1.1
economies .
A. Non-factor services 259 373 150 172 2.7 33
Shipment 0.2 0.1 4.8 4.7 -1.8 2.1
Other transportation 9.8 12.5 1.8 14 25 3.1
Travel 5.8 10.7 1.8 3.6 1.2 1.5
Other official services 39 35 2.0 13 0.5 0.5
Other private services 6.2 10.5 4.6 6.2 0.2 0.3
B. Factor services 29 4.3 | 16 7.6 | =2.0_ 22
Direct investment income 0.7 1.0 - - 0.2 0.3
Other investment income 22 33 7.5 7.2 2.2 24
Private transfers -- -- 0.1 0.3 -0.03 -0.1

Source: International Monetary Fund, Balance of Payments Statistics Yearbook, part 2, various issues (Washington, D.C.).
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3. The position of individual countries

The payments for services by seven selected countries of the ESCWA region” in 1993 were
dominated by Saudi Arabia. Though its share fell slightly from 59.7 per cent in 1990 to 56.9 per cent in
1993, its value rose in dollar terms as the region’s total imports of services increased from $39.6 billion in
1990 to $46.6 billion in 1993 (table 15). Egypt and Kuwait followed, with shares of 15.9 and 12.1 per cent
respectively in 1993. Saudi Arabia also continued to dominate the region’s receipts from international trade
in services, though its share dropped in both percentage and value terms, from 37.3 per cent of a total of
$33.3 billion in 1990 to 32.1 per cent of a total of $30.2 billion in 1993. Egypt was next in importance, with
its share rising from 21.5 to 30.8 per cent, replacing Kuwait, which saw its share fall from 29.1 to 20.7 per
cent. The contributions of Bahrain, Jordan, Oman and the Syrian Arab Republic to the region’s total exports
and imports remained small, and there were no significant changes between the two years under study.

The region’s payments for non-factor services totalled $39 billion in 1993, which was significantly
higher than the $33 billion reported in 1990. This increase was largely attributed to Saudi Arabia (which
accounted for 62.4 per cent, down from 67.7 per cent in 1990), and more specifically, to that country’s
payments for other official and private services and for shipment; Egypt came next, accounting for 13.8 per
cent (up from 11.5 per cent in 1990), while third-ranking Kuwait’s share amounted to 12.3 per cent
(compared with 10.1 per cent in 1990).

The region’s total receipts from non-factor services also increased between 1990 and 1993, rising
from $14 billion to $17.2 billion. A significant portion of the these figures was attributed to Egypt, which
accounted for 44.8 per cent in 1990 and 47.7 per cent in 1993, largely owing to earnings from the Suez Canal
and additional items under "other transportation", which totalled $3.2 billion in 1993 (annex table 6). Though
Saudi Arabia’s share of non-factor services receipts declined slightly from 22.8 to 20.5 per cent during this
period, it remained second in importance, followed (in 1993) by Jordan, the Syrian Arab Republic, Kuwait
and Bahrain respectively, each accounting for a share ranging between 5 and 10 per cent. Kuwait accounted
for the largest share of shipment receipts, which amounted to 83.7 per cent in 1990, and to 94.8 per cent in
1993; however, the absolute figure of $705.9 million for total shipment receipts was relatively small in
comparison with overall non-factor receipts of $17.2 billion. Receipts from other transportation, which
totalled $4.7 billion in absolute terms in 1993, were largely attributed to Egypt (which accounted for 67.4
per cent of the total), mainly owing to its receipts from the Suez Canal; Egypt was followed by Bahrain,
Kuwait and Jordan, each with shares of less than 10 per cent. Egypt accounted for the bulk of travel receipts,
with 55.4 per cent of the $3.5 billion total, followed by the Syrian Arab Republic, with 21 per cent and
Jordan with 16.2 per cent. The shares of both Egypt and the Syrian Arab Republic exceeded their
respective 1990 levels of 48.7 and 14.2 per cent, bringing total travel receipts up by about 50 per cent and
reflecting the success of these countries’ efforts to promote tourism. As for other official and private
services, Saudi Arabia and Egypt dominated the total receipts of $8.3 billion, with shares equalling 40.9 and
37.4 per cent respectively, while Saudi Arabia alone captured 80.3 per cent of the total imports (payments)
of $27.4 billion.

13 Seven ESCWA member countries were chosen for this subsection based on the availability of data; they include Bahrain,

Egypt, Jordan, Kuwait, Oman, Saudi Arabia and the Syrian Arab Republic.
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TABLE 15. ESCWA REGION: PAYMENTS AND RECEIPTS BY MAJOR CATEGORY OF INTERNATIONAL
TRANSACTIONS IN SERVICES, SELECTED COUNTRIES,* 1990 AND 1993

(Percentage share)

Total
Syrian Arab  (US $1 million =
Bahrain Egypt Jordan Kuwait Oman Saudi Arabia  Republic 100 per cent)
Total transactions
Debit
1990 39 143 39 10.4 34 59.7 43 39 6109
1993 38 159 35 12.1 33 56.9 5.4 46 583.1
Credit
1990 3.6 21.5 4.6 29.1 12 373 28 33 250.6
1993 42 30.8 55 20.7 14 32.1 52 30 1829
Non-factor services
Debit
1990 2.0 11.5 3.8 10.1 22 67.7 2.7 33 089.5
1993 2.6 13.8 35 123 23 624 32 38 968.3
Credit
1990 6.2 44.8 103 9.1 0.5 22.8 6.2 14 035.9
1993 59 47.7 92 7.8 0.1 20.5 8.7 17 171.8
Shipment
Debit
1990 6.5 23.1 5.0 9.8 5.1 452 54 5 710.6
1993 65 18.3 6.1 15.6 7.1 36.7 9.7 6 347.1
Credit
1990 6.3 0.6 83.7 - - 94 4144
1993 1.6 03 94.8 -- - 34 705.9
Other transportation
Debit
1990 11.7 214 285 299 - 8.6 12263
1993 19.2 16.6 199 36.9 - 7.5 1 502.0
Credit
1990 54 63.8 8.7 13.6 0.2 4.0 43 42409
1993 83 67.4 7.8 8.0 0.3 2.8 5.6 46914
Travel
Debit
1990 35 4.8 12.5 68.2 1.7 92 2 6919
1993 3.8 28.0 92 504 1.3 7.5 3 748.8
Credit
1990 6.0 48.7 22.7 58 2.6 142 2 256.6
1993 5.1 554 16.2 24 21.0 34795
Other official and private services
Debit
1990 02 8.9 13 25 1.6 845 1.0 23 460.7
1993 0.6 10.6 1.1 5.0 1.5 80.3 0.8 27 3704
Credit
1990 7.1 34.6 79 32 425 47 7 1240
1993 5.5 374 7.8 2.6 409 58 8295.0
Factor services
Debit
1990 139 28.8 43 11.9 9.6 18.7 12.7 65214
1993 10.7 275 35 10.8 83 273 17.8 7614.8
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TABLE 15. (continued)

Total
Syrian Arab  (US $1 million =
Bahrain Egypt Jordan Kuwait Oman Saudi Arabia  Republic 100 per cent)
Credit
1990 1.7 45 0.4 43.6 1.8 479 0.2 19 214.7
1993 19 85 0.8 37.8 31 473 0.6 13 011.1
Direct investment income
Debit
1990 " 0.9 . . 24.0 75.1 .- 1624.0
1993 . 0.7 . » . 18.9 99.3 . 24220
Credit
1990 . 100.0 . . . . . 247.0
1993 . 100.0 . . . . . 303.0
Other investment income
Debit
1990 6.6 433 6.6 18.2 5.6 - 19.6 42438
1993 49 40.2 5.5 17.2 39 - 28.3 45105
Credit
1990 1.7 32 0.4 442 1.8 48.5 0.2 18 967.7
1993 1.9 6.4 0.8 38.7 32 484 0.6 12 708.1
Private transfers
Debit
1990 95.9 4.1 . -- . . - 653.6
1993 79.5 20.5 . -- . " - 682.3
Credit
1990 . . . - . . - -
1993 . . . -- . . - -

Source: International Monetary Fund, Balance of Payments Statistics Yearbook, part 2, various issues (Washington, D.C.).

* Countries selected based upon the availability of data.

The region’s factor services payments of $7.6 billion in 1993 were far lower than its non-factor
service payments, though the former represented an increase over the 1990 level of $6.5 billion. Egypt’s and
Saudi Arabia’s 1993 shares were of equal importance at 27.5 and 27.3 per cent respectively; Egypt’s
payments were mainly for other investment income, while the largest share of Saudi Arabia’s payments were
for direct investment income. On the receipt side, factor services experienced significant decline from $19.2
billion in 1990 to $13 billion in 1993 owing to decreases in other investment income from around $19 billion
to $12.7 billion.

D. BALANCE-OF-PAYMENTS DEVELOPMENTS

The current account balance for the ESCWA member countries combined (excluding Iraq owing to
lack of data) recorded a deficit of $11.7 billion in 1993, which was a significant improvement over the much
larger deficits of $40.2 billion and $19.9 billion recorded in 1991 and 1992 respectively (table 16). The
region last recorded a current account surplus in 1990. Improvements in 1993 resulted from the combined
effect of an increase in the trade surplus from $13.6 billion in 1992 to $18.3 billion in 1993 and a decrease
in the services deficit from $25.8 billion to $20.4 billion, which consequently brought the deficit in the
balance on goods and services down from $12.2 billion to only $2.2 billion. The deficit in unrequited
transfers rose somewhat from $7.7 billion in 1992 to $9.3 billion in 1993.
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TABLE 16. ESCWA REGION

: SUMMARY OF BALANCE-OF-PAYMENTS FLOWS, 1990-1993°
(Mitlions of United States dollars)

1990 1991 1992 1993
Trade balance (f.0.b.) 31130 17 447 13 564 18 349
GCC® countries 39 888 27 074 24 946 31 883
More diversified economies -8 758 9 627 -11 382 -13 534
Services (net) -15 065 =30 777 -25 778 -20 362
GCC countries -15 713 -32 135 -25 533 -21 058
More diversified economies 648 1358 =245 696
Balance on goods and services 16 065 -13 330 -12 214 2 163
GCC countries 24 175 -5 061 -587 10 824
More diversified economies -8 110 -8 269 -11 627 -12 837
Net unrequited transfers -9 235 -26 884 -7 715 9321
GCC countries -17 790 -35 703 -18 045 -19 893
More diversified economies 8 555 8 819 10 330 10 572
Balance on current account 6 830 -40 214 -19 926 -11 657
GCC countries 6 385 -40 764 -18 629 -9 391
More diversified economies 445 550 -1 297 -2 266
Net capital flows -11 538 32 437 29 260 16 106
GCC countries -1 203 31 505 25 437 12 443
More diversified economies -10 335 932 3 823 3 663
Errors and omissions -39 2 126 -9 796 -5 548
GCC countries -414 1107 -10 761 -4 916
More diversified economies 375 1019 965 -632
Overall balance -4 747 -5 651 -460 -1 038
GCC countries 4 768 -8 152 -3 951 -1 802
More diversified economies -9 515 2 501 3 491 764
Counterpart items, exceptional financing and other 12 781 4 485 2 889 2791
GCC countries - - - -
More diversified economies 12 781 4 485 2 889 2 791
Total change in reserves -8 033 1166 -2 429 -1 753
GCC countries -4 768 8152 3 951 1 802
More diversified economies -3 265 -6 986 -6 380 -3 555

Source: Compiled by the ESCWA secretariat, based on data given in national and international sources.

b Free on board.

Gulf Cooperation Council.

c

Excluding Iraq owing to lack of data.

Net capital inflow began to decline after hitting the record level of $32.4 billion in 1991, when
payment for the Gulf war by the GCC countries (mainly Saudi Arabia and Kuwait) required the withdrawal
of reserves, the liquidation of assets abroad, and borrowing from international financial markets; the level
dropped slightly in 1992 to $29.3 billion then sharply to $16.1 billion in 1993, but it remained large enough
to offset the current account deficit. However, a large and negative "errors and omissions" entry of $5.5
billion absorbed approximately one third of the net capital inflows, resulting in an overall deficit of
$1 billion, compared with $0.5 billion in 1992. The $1.8 billion increase in reserves in 1993 was less than

the $2.4 billion increase in 1992, and

was caused by exceptional financing of $2.8 billion.
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The most dramatic changes in the region’s balance of payments usually take place in the GCC
countries owing to the size of their external transactions. The current account deficit for this group totalled
$9.4 billion in 1993, about half of the previous year’s deficit, and accounted for the drop in the ESCWA
member countries’ deficit as a whole. The improvement in the current account balance of this group resulted
from their trade surplus, which rose from $24.9 billion in 1992 to $31.9 billion in 1993; this more than offset
the deficit in services of $21.1 billion, but only partly covered the deficit in unrequited transfers of $19.9
billion. The significant increase in the overall trade surplus in 1993 reflected the improvements in Saudi
Arabia’s surplus, which rose from $13 billion in 1992 to $19 billion in 1993, and in Kuwait’s surplus, which
rose from $85 million in 1992 to $4.4 billion in 1993 (annex table 7). Improvement in the services account
was also mainly attributable to Saudi Arabia and Kuwait; Saudi Arabia’s deficit in services fell from $18.2
billion in 1992 to $16.6 billion in 1993, while Kuwait increased its surplus in services from $979 million
to 3.3 billion during the same period. Unofficial estimates for 1994 and 1995 indicate an improvement in
the current account balances of the GCC countries; Kuwait’s current account surplus is estimated to have
increased to $8.9 billion in 1994 and is expected to reach over $10 billion in 1995, while Saudi Arabia’s
deficit is estimated to have decreased to $5 billion in 1994, with a surplus of $1.5 billion forecast for
1995.7

The GCC countries’ net capital inflow dropped by more than 50 per cent in 1993 to $12.4 billion,
but this was more than sufficient to offset their current account deficit. However, the large "errors and
omissions" entry of $4.9 billion resulted in a deficit in the GCC countries’ overall balance of $1.8 billion,
which was matched by a decrease in reserves of the same amount, most of which was borne by Kuwait and
Oman; the reserves of the former decreased by $1.5 billion and those of the latter by $1.1 billion. Saudi
Arabia’s reserves increased by $1.5 billion, however, after a large depletion of $5.7 billion in 1992.

The more diversified economies of the ESCWA region also recorded a current account balance deficit
in 1993, though theirs amounted to a lower $2.3 billion, which was an increase over the previous year’s
deficit of $1.3 billion; the increase was caused solely by higher trade deficits, which increased by $2.1 billion
(over the 1992 level of $11.4 billion). The group recorded a slight improvement in its services balance,
which increased from a deficit of $245 million to a surplus of $696 million. Though every country in this
group recorded trade deficits, the largest were noted in Egypt ($6.7 billion), and Lebanon ($3.5 billion).
Though 1994 data for most countries in this group were unavailable, Egypt’s exports were reported to have
fallen by 5 per cent during this year, with the decrease in oil revenues resulting in a larger trade deficit."®
The success of the more diversified economies in maintaining large unrequited transfers of $10.6 billion in
1993, slightly higher than the $10.3 billion in 1992, helped this group to cover most of its goods and services
deficit of $12.8 billion.

There was a net capital inflow of $3.7 billion to the more diversified economies in 1993, which was
slightly less than the previous year’s inflow of $3.8 billion and was largely attributable to Lebanon’s net
capital inflow of $4.6 billion. A $632 million deficit in "errors and omissions" resulted in a surplus of $764
million in the overall balance of the more diversified ESCWA member countries; the largest overall balance
surplus ($1.2 billion), was recorded by Lebanon. As a group, the more diversified economies reported $2.8
billion in exceptional financing, resulting from the postponement of debt payments by Egypt. An overall

- " Middle East Economic Digest, 24 February 1995, p.- 10.
'S Middle East Economic Digest, 23 June 1995, p. 5.:‘

16 Middle East Economic Survey, 13 February 1995, p. BS5.
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increase in GCC country reserves of $3.6 billion was thus noted in 1993, with Egypt recording a reserves
increase of $2.8 billion and Lebanon an increase of $1.2 billion.

E. INTERNATIONAL RESERVES

Partial and incomplete information for 1994 shows a rise in the international reserves of the region
(excluding Iraq, the Syrian Arab Republic and the Republic of Yemen owing to the lack of data) from $42.4
billion in 1993 to $44.5 billion (table 17). The increase for the fourth year running was entirely a result of
the increase in the reserves of the more diversified economies listed in table 17 (namely Egypt, Jordan and
Lebanon), as the international reserves of the GCC countries have been on the decline for the last few years,
dropping from $24.9 billion in 1991 to $21.5 billion in 1992, then to $21.3 billion in 1993 and to $20.8
billion in 1994. All of the GCC countries (with the exception of the United Arab Emirates) contributed to
the 1994 decline, but Kuwait’s drop in reserves was the highest. Although the data available on the more
diversified economies cover only Egypt, Jordan and Lebanon, this group’s total reserves has been on the
increase since 1990; it has almost tripled in four years’ time, growing from $8.5 billion in 1990 to $16.9
billion in 1992, then to $21.1 billion in 1993 and to $23.8 billion in 1994. At the country level, Egypt’s
reserves more than tripled between 1990 and 1994, rising from $3.3 billion to $14.4 billion, while the
reserves of both Jordan and Lebanon nearly doubled during the same period. The increase in 1994 was
mainly attributable to Lebanon, where the international reserves rose from $5.9 billion in 1993 to $7.5 billion
in 1994, followed by Egypt’s increase from $13.5 billion to $14.4 billion. Data for 1995 indicated another
rise in Egypt’s reserves to $17.5 billion."”

The rise in the region’s international reserves increased its ability to provide for imports, as indicated
by the reserves to imports ratio in table 18. In terms of current imports, the ratio (which excludes Iraq, the
Syrian Arab Republic and Yemen) increased from 5.49 months in 1992 to 5.91 months in 1993, but it was
still lower than the level of 6.11 months recorded in 1991. In terms of 1990 imports, however, the ratio
increased from 7.56 months in 1992 to 8.36 months in 1993, the highest ratio since 1990. The increase
reported in both the region’s ratios in 1993 was entirely attributable to improvement in the level of
international reserves in the more diversified economies; their reserves/imports ratio, in terms of current
imports, increased without interruption from 6.37 months in 1990 to 12.81 months in 1992, and to 15.75
months in 1993. In terms of 1990 imports, the rising trend was just as evident, as the ratio increased from
6.37 months in 1990 to 8.59 months in 1991, then to 12.65 months in 1992 and to 15.84 months in 1993.
For the GCC countries, the picture was different; the ratio declined owing to the drop in their international
reserves on the one hand, and to the high level of imports on the other hand; the ratio in terms of current
imports dropped from 3.79 months in 1992 to 3.64 months in 1993, the lowest ratio since 1990, while in
terms of 1990 imports, it dropped from 5.55 months in 1992 to 5.49 months in 1993 (compared with 5.75
and 6.44 months in 1990 and 1991 respectively.

It is worth mentioning that large and subsequent increases in the reserves/imports ratio is not always
a good indicator, especially in developing countries, as lower levels of imports, especially of investment
goods, can be harmful to economic growth.

7 El Ahram, 5 March 1995, p. 1 (in Arabic).
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TABLE 17. ESCWA REGION: INTERNATIONAL RESERVES?

(Millions of United States dollars)

Country 1990 1991 1992 1993 1994
ESCWA member countries® 30,7574 36.378.8 38.340.5 42.397.0 44,546.0
GCC* countries 22.269.1 24932.6 21.483.1 21.275.9 20,789.4
Bahrain 1,241.5 1,521.2 1,405.1 1,308.8 1,190.3 ¢
Kuwait 1,951.7 3,520.5 5,251.6 43203 3,500.7
Oman 1,740.7 1,731.6 2,051.8 976.4 962.4°
Qatar 672.6 709.2 724.8 735.2 704.4f
Saudi Arabia 11,897.0 11,903.0 6,156.0 7,649.0 7,613.0
United Arab Emirates 4,765.6 5,547.1 5,893.8 6,286.2 6,818.6°
More diversified economies 8.488.3 11,446.2 16,857.4 21,121.1 23756.6
Egypt 3,325.0 5,981.0 11,426.0 13,520.0 14,417.0¢
Jordan 949.4 929.6 868.6 1,737.2 1,793.0
Lebanon 4,213.9 4,535.6 4,562.8 5,863.9 7,546.6°

Source:  International Financial Statistics, vol. XLV III, No. 2, February 1995 (Washington, D.C.).

End-of-period data on gold (national valuation) and foreign exchange reserves holdings by monetary authorities;

reserves position in the International Monetary Fund plus special drawing rights (SDRs), where applicable. The
annual changes depicted in this table, however, may differ from those reported as "change in reserves" in the balance
of payments owing to differences in coverage and time of recording.

Gulf Cooperation Council.

January-November.
January-July.
January-August.

£ January-October.
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TABLE 18. ESCWA REGION: RESERVES/IMPORTS COVERAGE, 1990-19932

(In terms of 1990 imports and current imports)

1990 1991 1992 1993

ESCWA region®

1990 imports 6.07 7.17 7.56 8.36

Current imports 6.07 6.11 5.49 591
GCC* countries

1990 imports 5.75 6.44 5.55 5.49

Current imports 5.75 5.40 3.79 3.64
More diversified economies

1990 imports 6.37 8.59 12.65 15.84

Current imports 6.37 9.78 12.81 15.75

Source: Compiled by the ESCWA secretariat from national and international sources.

: Number of months of imports covered by available reserves.
b Excluding Irag, the Syrian Arab Republic and the Republic of Yemen.
¢ Gulf Cooperaticn Council.
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IV. CONCLUSION

‘The overall performance in the external trade and payments of the ESCWA region remains mixed
and heavily influenced by both political events and variations in the international price of oil. Though
prospects are expected to improve, both the merchandise and services exports of the ESCWA region
decreased during the period under study. Exports were concentrated in mineral fuels, reflecting the
dependence of the region on oil exports as a major source of hard currency earnings. Further, intraregional
trade remained minimal. However, the region witnessed an improvement in its combined current account
balance and an increase in international reserves during the same period.

Recent regional and worldwide developments expected to influence external trade and payments in
the region include the recent trend towards the settlement of long-standing political conflicts in the region
as well as the trend towards the globalization of worldwide trade. Many ESCWA member countries stand
to benefit from the ongoing peace process, as stability in the region provides an incentive for investment and
long-term trade arrangements. The impact of the globalization of world trade, epitomized by the conclusion
of the Uruguay Round and the creation of the World Trade Organization, depends on the reaction of the
region. Several ESCWA member countries have applied for membership in the new organization and stand
to benefit from the most favoured nation trade status which membership confers. In addition, the
international price of cil and the ability of the region to diversify its trade, in terms of both commodities and
trading partners, will affect the trade prospects and ultimately the economic growth of the region.

Trade in the region will be positively affected by the region’s efforts to participate in global
liberalization trends such as those influenced by the rapid advancements in information technology and
communications. It is important for the countries of the region to recognize the potential benefits of
removing barriers to the free flow of information. While beyond the scope of this review, developments in
the financial sector also affect trade, and the liberalization and growth of capital and financial markets will
have a positive impact on trade in the region. The ESCWA member countries will also benefit from
improved cooperation within the region. Intraregional trade can be increased, with policies aimed at reducing
barriers to trade (including non-tariff barriers) among the member countries. Indications are that the countries
of the region are entering an era of increased cooperation, and that all countries will benefit in terms of trade
performance and overall economic development.

Though specific recommendations regarding trade policy are beyond the scope of this review, it is
hoped that the information and analysis provided here will encourage the adoption of appropriate trade
policies by the countries of the region. General policy guidelines aimed at promoting trade in the region
include the following: (a) undertaking efforts to meet the requirements for membership in the WTO with a
view towards joining that organization; (b) encouraging the diversification of trade so that the region will
becomes less dependent on the international oil market; (c) encouraging the diversification of trading partners;
(d) encouraging intraregional trade; (¢) undertaking measures to promote the services industry; (f) establishing
mechanisms similar to those in various other regions of the world to solidify economic cooperation and
integration at the regional level; and (g) enhancing the efficiency and improving the quality of production
to enable the region to compete in an increasingly competitive global economic environment. = While
policies aimed at meeting these goals may be challenging for the region, they are a necessity rather than an
option for development, economic growth and prosperity in Western Asia.
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ANNEX TABLE 6. ESCWA REGION: GROSS EARNING FROM AND PAYMENTS FOR INTER-

NATIONAL TRANSACTIONS, BY MAJOR ITEM AND COUNTRY, 1990 AND 1993

(Millions of US dollars)
Credit Debit
1990 1993 1990 1993
A. Non-factor services 14035.9 17171.8 33089.5 38968.3
Bahrain 873.7 1018.9 651.7 1010.2
Egypt 6293.0 8197.0 3790.0 1 5367.0
Jordan 1447.2 1573.9 1267.8 1347.1
Kuwait 1280.0 1345.0 3355.0 4808.0
Oman 68.0 13.0 719.0 897.0
Saudi Arabia 3199.0 3526.0 22414.0 24311.0
Syrian Arab Republic 875.0 1498.0 892.0 1228.0
A.1. Shipment 414.4 705.9 5710.6 63471
Bahrain - - 371.3 4144
Egypt 26.0 11.0 1318.0 1162.0
Jordan 2.4 1.9 284.3 388.7
Kuwait 347.0 669.0 558.0 991.0
Oman - - 292.0 449.0
Saudi Arabia - - 2579.0 2329.0
Syrian Arab Republic 39.0 24.0 308.0 613.0
A.2. Other transportation 4240.9 4691.4 1226.3 1502.0
Bahrain 231.1 387.5 143.4 288.0
Egypt 2705.0 3160.0 262.0 249.0
Jordan 368.8 365.9 348.9 299.0
Kuwait 576.0 374.0 367.0 554.0
Oman 10.0 13.0
Saudi Arabia 168.0 130.0
Syrian Arab Republic 182.0 261.0 105.0 112.0
A.3. Travel 2256.6 3479.5 2691.9 3748.8
Bahrain 135.4 176.6 93.6 140.7
Egypt 1100.0 1927.0 129.0 1048.0
Jordan 511.2 562.9 336.3 3451
Kuwait 132.0 83.0 1837.0 1888.0
Oman 58.0 - 47.0 47.0
Saudi Arabia
Syrian Arab Republic 320.0 730.0 249.0 280.0
A.4. Other private
and offical services 7124.0 8295.0 23460.7 27370.4
Bahrain 507.2 454 .8 43.4 167.1
Egypt 2462.0 3099.0 2081.0 2908.0
Jordan 564.8 643.2 298.3 314.3
Kuwait 225.0 219.0 593.0 1375.0
Oman - - 380.0 401.0
Saudi Arabia 3031.0 3396.0 19835.0 21982.0
Syrian Arab Republic 334.0 483.0 230.0 223.0
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ANNEX TABLE 6. (continued)

Syrian Arab Republic

Credit Debit
1990 1993 1990 1993
B. Factor services 19214.7 13011.1 6521.4 7156.8
Bahrain 322.4 245.2 906.7 763.6
Egypt 857.0 1110.0 1880.0 1967.0
Jordan 67.3 98.9 281.7 250.2
Kuwait - 8386.0 4917.0 773.0 775.0
Oman 338.0 406.0 629.0 174.0
Saudi Arabia 9199.0 6154.0 1220.0 1951.0
Syrian Arab Republic 45.0 80.0 831.0 1276.0
B.1. Direct investment
income 247.0 303.0 1624.0 1964.0
Bahrain - - - -
Egypt 247.0 303.0 14.0 13.0
Jordan - - - -
Kuwait - - - -
Oman - - 390.0 -
Saudi Arabia - - 1220.0 1951.0
Syrian Arab Republic - - - -
B.2. Other Investment
income 18967.7 12708.1 4243.8 4510.5
Bahrain 322.4 245.2 280.1 221.3
Egypt 610.0 807.0 1839.0 1814.0
Jordan 67.3 98.9 281.7 250.2
Kuwait 8386.0 4917.0 773.0 775.0
Oman 338.0 406.0 239.0 174.0
Saudi Arabia 9199.0 6154.0
Syrian Arab Republic 45.0 80.0 831.0 1276.0
B.3. Private transfers * - - 653.6 682.3
Bahrain - - 626.6 542.3
Egypt - - 27.0 140.0
Jordan - - - -
Kuwait - - - -
Oman - - - -
Saudi Arabia - - - -

Source: International Monetary Fund, Balance of Payments Statistics Yearbook, various issues (Washington, D.C.).
Note: 1993 data for Bahrain are unavailable and 1992 data are used.
* Covers labour income and property income.
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