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INTRODUCTION

le The Commission in its tenth session requested the Executive
Secretary of the Economic Commission for Kestern Asia to include
a special item im the agenda of the eleventh session on the Com—

mission’s Preparations for UNIDO IV {(Resolution 120{(X}: 11 May
1983%.

20 The joint ECWA/UNIDO Industry Division prepared this paper
on "Selfected issues included in the draft provisional agenda of
UNIDO I¥® in addition to the paper on "Industrial development
and structure in the ECWA region: present and future scenarios®™
(EJECHWA/XI/9/Adde2)e R paper on ®Industrialization and indus-
trial' policies and strategies in the ECWA region® was also
prepared for UNIDO®s High-Llevel Experts Group on Industrial
Development Strategies and Policies for Developing Countries
held in Limas Perus 18-22 April 1983 in advance preparation for
UNIDO IVe (UNIDO/1S.431/Addsl)

This paper presents the following six major issues:

{e Mogbilization of fFinancial resources for industrial
development {(Agenda item 5(C)}e

Il. Strengthening of scientific and technological
capacities for industrial development
(Agenca item 5 (D))

IfII« Accelerated development of human resources for
industrial development (Agenda item S(a))e

IVe Energy and industrialization {(Agenda 5(d)}e

Ve Strengthening economic co-operation among developing
countries {(Agenda item 5(i)}e

Vie Least developed countries in the ECWA region
{Agenda item 5(h)j)e

3o in preparing the above issuese the ELWA secretariat drew on
the background and issue papers prepared by the UNIDO secretari-
at on the subjecty including relevant literature relating to the
High~Level Experts Meetings held by UNIDO on the wmajor agenda
items in advance preparation for UNIDO IVe Howevery emphasis
was given in this paper on the ECWA region®s outlook and its
backgroundy Stressing issues and positions that are most rele-
vant and important to the regione
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G The present paper and the above-mentioned two papers shall
provide an added background for discussions related to the prep—
arations for UNIDO IV at the Arab regional level (Sixth Arab
industrialization Conference scheduled to be held at Damascusey
May 1984) and preparations for UNIDO IV within individual member
countriess

TR A NS VN5 4 2 2




E/ECWA/XT/9/Addel /Revel
Page 3

fo MOBILIZATION OF FINANCTAL RESOURCES
FOR INDUSTRIAL DEVELOPMENT

le UNIDO IV is being held at a time when the world is expey i~
encing an international economic crisis that has prevailed since
the mid-1970s {see IDyCONFo5/1L3 and ID/CONFo5/19)e Only in the
last half year have signs of slow recovery been realized in
Veading developed economies. By 1982 growth in world production
came to a standstill and for the first time since World wWwar [l
world trade fell significantly both in volume and valwee The
Current economic crisis compares only to the world depression of
the 1930s in terms of its depth of impact and duratione
Although it has affected all countriesy the developing countries
have proved to be the most vulnerablee Developing countries
have experienced budgetary cutsy shortagess and fluctuations in
interest and exchange ratese Unemployment rates have risen wore
rapidly to much higher Tevels than in developed countries. In
these countries there is no safety net such as the social secu-
rity systems which one finds in developed countriese

2s For developing countriese the current crisis should be con-
trasted with the progress and structural transformation attained
in the two decades ending around 1978 During that period eco-
nomic gsowth and industrialization proceeded at a rapid pace and
were finamced mainly from domestic savingse The fruits of that
progressy as well as the progress itselfs are now threatened:;
efforts have to be directed towards preventing a move backwardse

3 The wost severe impact of the crisis on the developing
countries has been in the financial sphere. This has resulted
from deterioration in the terwms of trade and in a drastic
veduction in the exports of the developing countries to the
Morth as a result of the reduction in the demand and new protec—

tionist wmweasures by developed countriess This has reflected
itself in the drastic adwerse balance of payments and
debt-service payments position of developing countriese Thus

the total outstanding debt of developing countriesy which stood
at BUS 250 billion in 1978y had soared to BUS 800 billion by
mid~1983. The repayment of wmedium—term bank debts by developing
countries has increased from $US 21 billion in 1977 to ovegy 3US
%% bilVion by 1982, Short-term debts rose more dramatically in
1979 and 1980 and developing countries had to roll-over or repay
over SUS 14D billion or three times the repayment of their medi-—
sm—tesrm debts in 1982 alone. If one adds interest paywments of
$US 60 billiony the total payments by developing countries to
service their debts was about $SUS 244 billionm in 1982 In per—
Centage of exports the ordinary debt-service ratio (medium—and
Yong term debts) rose from & per cent in 1977 to about 24 pev
cent in 1982y while the total debt-service ratio (including ser-
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vicing and rolY-over of short-terms debts) rose from 32 per cent
to about 60 per cent respectively. Debt service as a proportion
of ongoing borrowing for al? the least developed countries now
stands at about 150 per cente

& With respect to member countries of the region the impact
of the oi¥ boom that began in 1973 was reflected in the economic
progress achieved in the 1970s and the early years of the 1980s.
Howevery indicators of a sYow-down have been recorded in the
last two yearse Thus in overall quantitative termss during the
1970s the countries of ECWA region attained an annual growth
rate of about 10 per cent at constant prices in both gross
domestic product (GOP} and manufactured value added (MVA}.
Based on ECWA estimates real annual growth rate for MVA was
maintained for the years 1980-1983, whiYe the GDP annual growth
rate recorded a negative growth of 6.4 per cent mainly owing to
the fall in oil! exports and pricese

Se It is within the above-mentioned current international and
origional setting and constraints that the issues on mobiliza—
tion of fFinancial resources have been conceiveds The wmajor
issues prepared by the UNIDO secretariat for consideration at
UNIDO IV include:

{3} InterVocking of external and internal finance;

{(b) Crucial areas in which external Ffinance complement
resources in industrial development;

{t) Adequacy of indwstrial finance for development;

{d} Barriers to private sources of external credit and
attributes of industrial finance;

(e} South—-south co-operation in industrial financing.
b In this notee relevant issuves to ECWA member countries are
discussed with respect to action and measures called for at the

regional Tevel (ELWA and Arab Leaquej}e regional-South level and
regional-North Tevel.

Aw Hobiiizatibn of fFinancial resources in the region

Te it is significant to note that since the 1970s the manufac-—
turing sector has been given increasing priority in the develop—
ment plans of wmember countriese The investment in industry
including wanufacturing has been consistently increasing in both
absolute terms and in percentage of total investment in most
member countriese Thus the planned investment during the period
1975 to 1980 for all the Arab countries in the manufacturing and

4
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mining sector has increased to about $US 64 bilVlion {23 per cent
of total investment)y as compared with an actual investment of
$US 1le2 billion (20.7 per cent of total investment) for the
period L9770 to 1975. For FECWA member countries these fiqures
are vespectively SUS 35 billion and 35 billione Projected
investment for the period 1980 to 1985 for the manufacturing
sector in al¥ Arab countries is estimated at sUS 118 billion or
an equivalent of ten times (10} the actusal investment Ffor the
period 1970 to 1975 and about twice that planned for the period
1975 to 1980{1). Aside from the increasing emphasis given by
member coantries to industrial developmenty the rapid rise in
investment afso reflects the change in the pattern of investment
in wmember countries. Whereas most of the investment in the ear-
1y 1970s and before was concentrated on tight and consumer
durable industriess the investment in the late 1970s and ptanned
investment into the future shifted -in favour of investment in
intermediate and capital goods and engineer ing industries with a
consequent increase in investment requirements on account of the
high capital intensity of these industriese By and large the
oil-producing countries have been allocating a large proportion
of their investment for intermediate industries that depend for
their development on petroleum as 3 raw material or for those
industries utilizing cheap energye

8o Another feature to be noted is the shift in the distrib-
ution of investment among oil and non-oil countriese Thus in
the periocd 1970-1975 the latter®s share was about 45 per cent of
total investments decreasing to about 28 per cent in the period
1976 to 1980 and likely to continue to decline in the future,
although not at the same rate. -

%« The so-called "two-gap"™ constraint in resource mobiliza-
tions including the foreign exchange constraint faced by most
developing countries in their industrialization drives has not
been as severe for wost ECWA member countries. The 0il! revenues
have been the source of funds for investment in oi l-producing
countries and only a few countries in this category have
resorted to foreign borrowinge Non-oil producing countries have
been obtaining foreign exchange and securing external financing
through a combination of the flow of bilateral aid mainly from
oiV-producing countries and Arab development and financial
institutionssy and from the transfer of earnings of nationals
working in oil—producing countriese

10« The Arab countries received the highest sharey about 60 per
cent of the total official flows (multilateral and bilateral}
From Arab - OPEC countries to all developing countriese Total
Arab-0OPEC official flows have been estimated at $US 55 billion
for the period 1973-198I. It is to be noted that the role of
the Arab development institutions has been increasing over the
yearse Their share in total disbursement of funds has increased
from less than 10 per cent in 1970 to about one-thicrd of total
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flows in recent vyearso Thus in the period 1970-1975s the Arab
development institutions increased their contribution to Arab
countries from 205 million dollars during the decade of 1960s to
62 billion doVlars during the decade of the 1970se

ife TYhe contribetion of the Arab dewvelopment institutions con-
tinued to increase significantly through 1982. Figures relating
to the two years 1981-1982 were geported at about $US 2 billion
which is one-third of the total! Jloans extended in the last dec—
ade. [t is interesting to note the growing share of the devel-
oping countries compared to that of Arab countries: whereas
developing countries received in 1974 only 8.6 per cent of the
total VYoons by Arab development institutions their share
increased to 43 per cent in IYT7 and climbed further to about 60
per cent in 1982{2%.

12« With specific reference to the industrial sectore the Avab

financial institutions have extended credit and Yoanse mainly to
non—-o0il Arab countriess of about $US one biTlion during the dec-
ade of the 1970s;3 this compares to total estimated planned
investment in industry of about SUS 24 billion equivalent to 4.2
per cent of total investmente

i3= A number of importanmt issues may be posed for consideration
by the Lonferencees The first issue relates to instruments and
measures needed to increase the flow of funds to industry from
bifateraley Arab development and financial institutions and pri-
vate sources in view of the refatively Yow share of industry
recorded im the past in external financinge A related issue
concarns securing adequate Financing for certain dynamic indus-—
tries that have so far not been receiving sufficient Ffundse
This inciudes the fieid of engineering industriesy the develop-
went of which is required to attain a balanced and dynamic
industrial growthe The second important issue is to promote and
encourage the flow of private Arab funds into industrye This is
especially important in view of the fact that the share of pri-
vate savings generated in the surplus countries has been high
and that the private sector has been showing increasing interest
in investment and industrys While it is difficult to ascertain
the magnitude of financial flows among ELCWA countriesy especial-
iy by the private sectory it is known that a significant amount
of private funds has been invested in real estate as well as in
commercial and industrial ventures in the regione Howevers it
is safe to assume that investment remains of marginal iwmportance
when compared to private investment abroads

14 The following instruments and measures are posed for con—
siderations

{a) increasing efforts are needed for identification of
"good® and "bankable® projects and increased resources should be
secured for this purposes The joint UNDPsArab Fund for Economic
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and Social Development programme for identification and prepara-—
tion of Inter—Arab investment projects and related feasibility
studies has concentrated mainly on development of the region®s
infrastructure and exploration and development of natural
resourcese. Existing programmes should increase efforts in the
field of identification of industrial projectses both at the
national and regional levels and a new programme concerned with
industry may be created and supported by regional development
and financial institutionses jJjoint Arab industrial companiessy
UNDPe UNIDO and ECWA;

{b} Greater emphasis should be made by Arab Ffinancial
institutions on promoting industrial projects including equity
participation;

{c}) Private financing of industrial projects should be pro-
moted either separately or jointly with Arab financial insti-
tutionss;

{d} Joint Arab industrial projects should be promoted at
Arab regional and subregional VTevels.

15« Anocther important issue that needs to be considered relates
to providing "programme® financing facilitiese The need for
such facilities derives from the fact that certain industries in
3 number of member countries owing to a variety of reasons that
inclodes low-level of trainings both technical and managerialy
obsolete equipmenty backward technologys and under-utilized
ctapacities have been suffering from low productivity and a low
tevel of performance. This calls for an in~depth industry-wide
examination of the ailing industries and the formulation of a
programme including financial requirements for improving the
performance and productivity of such industriese National and
Arab financial institutions need to provide credit facilities to
finance programmes for raising productivity in order +to better
utilize industrial capacitieso
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16 In this sections the following background may be taken into
consideration:

{a) The total flow of financial resources in the interna-
tional capital market increased from 3US 159 billion tn 1977 to
about 3SUS 340 billion in 1981. The non-oil exporting developing
countries share was only 40 per cent while the remaining funds
went to industrialized countriess

{b) If one considers only non-official flowss which account
for 85 per cent of total capital flowsey the contrast is more
impressives The share of non-o0il exporting developing countries
accounts fFor between 23 and 24 per centes At the same times
official development assistance {(00A) increased only stightlyy
from $US 22 billion in 1977 to US 37 bibtlion in 19813

{c) There has been an increased privatization of the inter-—
national capital market with the consequent high costs and less
favourable terms of borrowing for developing countriess The
proportion of private credit increased from about one-third in
1967 to almost two-thirds in 1981,

{dj While there are sufficient funds in the international
capital markety in factey there is a less than adequate flow of
finance for industry in developing countries owing largely to
shortcomings in the international financial systeme Two aspects
need to be emphasizede The first relates to the fact that
existing multilateral financial institutions channel vrather
small amounts of funds from the international market directiy to
industry in the developing countries. The second aspect relates
to the fact that the bulk of the funds for industrial fFinancing
in the developing countries has so far been channelled through
export credit institutions and commercial bankse under terms and
conditions that are not always the most advantageouss Loans
extended to developing countries by commercial banks have been
concentrated on a few selected countriess principally in the
intermediates to higher—income Qroupe Most of the developing
countries have either been unable to meet their financial needs
by borrowing from commercial banks or hawve had to accept terms
that exacerbate their financial difficultiess

fey Should these trends continuey UNIDO has estimated that
over the period 1981-2000 only about 50 per cent of the required
external flows to manufacturing vequired to meet the Lima Target
will be met with a shortfall of about 3US 650 bit¥ions Should
this trend continwey there will be a progeressive deterioration
in the situation amnd annual Fforeign Flows for manufacturing
investment in developing countries will be about $US S50 billion
at the end of the centurys meeting only one-third of the Lima
reguiremente
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17 Terning now to the international flow of funds from
Arab-0PEL member countriesy the following background may be con-
sidered:

{a) Total official flows from Arab-DPEL countries to all
developing countries have increased continuously fFrom $SUS l.i
biliion in 1973 to a peak of $US 11 billion in 1980 and falling
to 8US 4% billion in 198L; )

{b) The concessional assistance portion of this flow has
increased from a low $US o4 billion in 1970y rising significant-
Yy in 1975 to $US 3.0 billione reaching a peak of $US 8.2 bil-
lion in 198l. It is to  be noted that most official financial
flows to other developing countries take a bilateral formy
although this form has been declining; from 92 per cent of the
total in 1973y decreasing to Bl per cent in 1978 and 75 per cent
in 1981; '

(c) By 1973 Arab OPEC countries had already replaced Coun—
cil! For Mutual Economic Assistance (CMEA) donors as the second
Targest donor group after the Development Assistance Committee
(DAC) groups rising from 5 per cent in 1970 to 30 per cent in
19759 andey howevery falling in the following years to 22 per
cent of total aid in 1981;

(d) The Arab OPEC member countries have continued to con-
tribute substantial volumes of concessionary assistance and to
devote a high proportion of their GNP for this purposes in spite
of the fall in their 0iV revenues. It is to be noteds howevery,
that the share of GNP devoted to concessional assistance has
been generally falling over the past few years and it seems
unlikely that the high ratios achieved earlier will again be
achieved (7 to 8 per centje. In 1981 the average for ECWA member
countries was about 3.5 per cente

{e) With respect to sectoral distribution of aide general
purpose assistance has dominated the bilateral concessional cos—
mitment by member countriess The share of such assistancey
which had fallen from over 80 per cent in the early years of the
decade to 56 per cent in the middle of the decadey has risen
again in recent years and in 1981 cbsorbs four fifths of the
biTateral commitmentse. This situation. is primarily due to size-
able amounts of general support assistance (budget and balance
of payment support)e With respect t5 project assistance, the
share of infrastructure projects that includes transporty stor-
age and communications has been the leading sector followed by
energy. Industriesy including manufacturing and minings have
had a swmall share of the total assistances ranging between 1 to
3 per ctent on the average;
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{(f) With respect to deployment of Arab OPEC surplusess the
major part of this surpluse over three-quarterse continues to be
placed in developed market economy countriesy notably the United
States of America (25 per tent) and the United Kingdom of Great
Britain and Northern Ireland {20 per centje International
organizations and institutions share about 6 per centy and the
share of developing countriesy including grants and lcans aver-—
ages less than one-fifth of the total. The breakdown by type of
instruments gives the bank deposits {(3US dollars and British
pounds sterling) the main share in the surplus accounting to
about 38 per cent of the totale Yreasury bonds and treasury
bills (mainly in the United States and the United Kingdom)
absorb Janother 8 per cent of this surpluss

18- Taking into consideration the aboves the fundamental chal-
fenge for international policy on industrial finance falls under
the following two headings:

{a) Identification of means to increase the volume and
improve the terms of the flow of Ffunds Ffrom North-Souths
East-South and South-South requived to meet overall industrial
developwment goals;

(b) Identification of finance mechanisms to support changes
in North-South and South-South patterns of investments technolo-
gy and tradee

19« This fundamental! challenge has to be seen in the perspec-
tive of the massive flows in industrial investments of the order
of $US 500 biltion per annum required by the year 2000 if the
LIMA VTarget is to be attained; of this sus about one-third might
have to be covered by external financial flowse

20. These considerations ted to the development of two major
approaches which were placed before the international community
meeting at the Third General (Conference of UNIDO at New Delhi in
1980, The first called for the setting—up of an international
industrial finance agency to promote South-South co-operation in
financing industrialization by converting financial surpluses
available primarily in oili-producing countries into durable
forms of Vong—~term investment in the Third World. The second
concept called for the setting-up of a global fund for stimu-
Tation of industry in recognition of the crisis in the
international economy: gltobal recession coupled with global
inflation and instability of the international monetary and
financial systems; in essences the global fund proposal envis—
aged the provision of a quick-dispersing programme financing
foans to developing countries on extended maturities and in sig-
nificant amounts reaching an annual Yevel of over $US 15
bitlion. Subsequent to UNIDO Iil, discussions and negotiations
continued and the UNIDO secretariat submitted to the I[ndustrial
Development Board at its fifteenth session a proposal to estab-

10
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lish an international bank Ffor industrial developmente While
the Board has continued to request veports on relevant develop-
mentsy further action on this proposal has been deferrede.

Zi= TVThere are a number of octher important issues that membev
countries may wish to deliberate ons. These include:

{3) Within the existing mechanisms for the flow of
Arab-0PEC Ffundse the identification of means to improve the
terms and increase the volume and value of financial flows to
developing countries;

{b) ECWA-South co—-operation in industrial financing;

(c) Optimum uvtilization of surplus funds through redeploy-
ment of present funds to increase economic and developmental
benefitse

22. Aside from bilateral aid extended by DPEC/Arab countries to
developing countriess Arab multilateral Ffinance institutions
that include OPEC/Arab development funds and bankse interna-
tional Arad commercial banks and Islamic financial institutionsg
can be colled upon to ptay a greater role in providing indus-
trial financing to developing countriese. These institutions
havey by and largey not committed a substantial portion of their
financial resources to industrye

23. The development of “good® and "bankable® projects can help
in increasing the flow of funds to industry in developing coun-
triese UConsideration may be given to the creation of a "pro-
gramme fosr identification and preparation of industrial projects
in developing countries® broadly tailored after the joint
UNDP/Arab Fund for Economic and Social Development Programmee
Associated with this is the formation of an industrial financial
informationy promotion and negotiation networke The Arab League
Chamber of Industry could play an important role in such a net-
work especially in the promotion of private investmente

2%« Instruments for promotion of joint South-industrial pro-~
jectsy including development of resource-based industriesy need
to be considerede There are a number of industries where mutu-—
ality of interest can forge joint action leading to increased
economic ties and trade between member countries and the Southse
Specificallys such areas of mutual interest include mineral and
petroleum-based industriese HMember States have relatively Vim-
ited mineral resources such as bauxites iron ore and coppers
Oif-producing countries have a comparative advantage in petrole-
um-based industriesy particularly petrochemicals and
fertilizerses

25 Turning to the deployment of the Arab-0OPEC surplusy four
ideas are posed for deliberation:

11
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(a) The increased privatization of the international capi-
tal market has imposed severe economic and financial constraints
on the developing countriess and member countries concerned may
wish to 1look into redeployment of surplus Ffunds in favour of
international development and financial institutions which cur-
rently share about 6 per cent of total surplus funds;

{(b) Redeployment could be achieved through acquisition of
interest in favour of industrial companies, particularly those
with advanced technological capabilitiese

(c) Redeployment should aim at acquisition of engineering
and technological capabilitieses This includes selected consult-
ingy industrial engineering and construction firms and insti-
tutionse

(d) Deployment of resources should aim at building-up tech-
nological - capabilities in advanced technologies:
micro-electronicss bio-engineering technologyy deep ocean mining
technologies and certain space-related technologies (ie<ee
remote-sensing techniquesy photo-voltaics}e It is a Ffact that
in these new areas a Yarge number of new companies and insti-
tutionsy usually small-and wmedium-sizedy have been evolvinge.
With adequate pVanning and moderate resources {risk capital)
acquisition of interest in selected concerns can secure to mem—
ber States a place in future technologiese.

12
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Notes

1« LlLeaque of Arab Statesy Lairo {in Arabic)e The Unified Arab
Economic Reportse Issues of 1981 and 1983,

2e ECWA ™Resource Transfers and Financial Co-operation in West-
ern Asia™* August 198l. (unpublished)e.
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Ifo STRENGVHENING OF SCIENTVIFIC AND TECHNOLOGICAL
CAPABILITIES FOR INDUSTRIAL OEVELOPMENY

I In generaly the technology transfer process within the ECWA
region can be associated with import substitution policy since
its elements have been effected wmainly throwgh contractual
arvangements adopted for establishing selevant industriess The
weak industrial base and inexperienced negotiating position
associated with the early stage of development in the ELWA mem-
ber States slowed down the technological transfer process when
pursued via this reguliar ¢trade channele

2w For some countriesy the problem was move seveve because of
the limited manpower resources and industrial institutional
infrastructure to accommodate their ambitious industrial plonse
in a Few cases the short supply of expevienced nationals quali-
fied for further specialization became more critical owing to
brain-drain problemsy social instability and job discontinuitys
Yhuse re¥iance on foreign institutions and on foreign manpower
and expatriates for simple as well as high technological activ-
ities continued to be an imperative factor in planning and
manning industrial and engineering operationse

3. In the case of those countvies that had achieved an
advanced level as Far as their basic science education and
industrial programme were concerneds the development of engi-~
neering design and research managervial skill within a coherent
technofogical system was not given its due accord in view of the
limited absorptive capacity on a country levels. Accordinglyy
technological dependence in specific branches of industry has
continued with the minimum self-reliance associated with indus-
trial developmente This situation has resulted in a slow and
less effective programme for generating indigenous technologiese.

Go Yechnocrats and officials in many ECWA member States are
becoming aware of the problem and of the need for measures on 3
national Jevel! to formulate practical programmes for building
technological capacity within the context of an owverall master
plan in conjunction with the development plan of a particular
country. Some officials have gone further by promoting the same
ideas on a regional YTevel with the emphasis on specific economic
sectorse. An importent aspect of rvrelevant policy measures stu-
died or adopted in support of such a programme has been the
promotion of an-institutional mechanism that incorporates a con-—
tinuing trans-disciplinary process which cuts across the
technol ogy delivery system wi th its absorp-
tion~diffusion-application traffic and tool¥sse This mechanism
should provide channels of communication among the production
sectory the market and the technology managemente

14
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1. General background

5e Nine of ths ECWA member States are oi?! producerss but only
five of those are major oil exporters {e2e«gs Irage Kuwaites Qatars
United Arab Emirates and Saudi Arabiaj. The economic and trade
structure in major oiV-exporting countries is almost entirely
dependent on a single commoditys 0ile except in Iraqe which has
a broad-based economic structure consisting of fair—-stized agri-
culturale industrial and mining sectorse. The other four (eege
Egypte Syrian Arab Republicy Bahrain and DOmanj enjoy a diverse
economic base with agriculture and/or trade 3as m3jor elementssy
along with industry in the case of the first threee The rest
are non-oi¥ producers {(eeges Lebanons Jordane VYemen and Democrat-—
ic Yemenj. ¥Two of them (namely Yemen and Democratic Yemen)
could be classified roughly as ieast developed countries with a
low per capita income; a limited natural resource base; a limit-
ed range of manufacturing activities and sesvice industrigs; and
a dependence mainly on the subsistemce agricultural sector {(in-
cluding fisheries)s The other two {Lebanon and Jordan) arve
characterized by a diversified economic base with industry
andj/or mining playing as important a vrole as agriculture and
trades

b The development strategy pursued by all the countries in
the regiony while differing sharply in specificse could have
three broad objectives:

{a) To diversify their economies through expansion of the
industrial sector (particularly petrochemicals in the case of
the oil-producing countriesj;

{b) Yo form a rational development programme for the
exploitation of their natural! resource base {eege mineralss oth-
ef energy sourcesy fisheriesy etce);

fc) Vo raise productivity levels through the application of
capitaly skills and techmniques (broadly defined as production
methods j«

The attainment of all three objectives would wmean that much
greater attention would have to be placed within the region to
the problems of tramsfer and development of technology than has
been the case hithertoe.

Te The approaches of these countries with regard to these
ob jectivese howevers has differed from case to case according to
the socio-economit structure prevailings The State (pub-

ticy/socialist) sector is playing a predominant v¢ole in four
countries {Egypts Iraqe Syrian Acrab Republice Democratic Yemen]
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while a mixed economy approach {involving differing degrees of
State and private sector participation} is being adopted in all
otherss except for Lebanon {ands to a certain extent, Jordan)
where the private sector pYfays the dominant roles

8e Most countries in the regiony particularly major oil
exportersy have embarked on highly ambitious devel opment pro-
grammese Yhe wmajor constraint in the implementation of these
programmes is the shortage of skilled manpowers Attempts have
been made to deal with this probiem through the intvoduction of
appropriate education and training programmese. In the meantimes
heavy dependence on foreign skills continuese

Y As regards the organizational structure and level of con-
sciousness pertaining to technological issuess ECWA countries
may be divided into three broad categories:

{(a) High Vevel of consciousness in respect of technological
issues and fairly well-developed institutional infrastructures
though Yacking in co-ordination;

(b) Adequate and increasing level of consciousness with
limited institutional infrastructures though plans for estab~
lTishing institutions and policies have yet to be formul ated;

{c) Minimal level of conscicusnessy absence of institutions
and no identifiable plans for institution-building to tackle
technological issuese

Five of the countries (Egypts Jordans Irage Lebanon and the
Syrian Arab Republic) could be classified under the first cate-
gory and perhaps two may be classified as falling under the last
categorys while the rest fall in the second categor ys

2e Policies and instruments for the transfer of technology

10. Available information illustrates striking differences in
the overal?! planning approaches of the ELWA countries which are
directed toward various areas of economic and infrastructure
development but not toward development of technological capabil~-
itieso

fle Except for three countriesy formal economic planning has
not been adopted wuntil recently». In most casesy the implementa—
tion of these plans has fallen short of the desired goals and
very few countries have taken the effort to assess the short-
falls of their plan®s performances Thereforey it is not unna—
tural to see that technological planning has not taken places
and that the Vinks between technological objectives and soci-
o-economical objectives have not yet been establishede In other
wordsey technological programmes have not yet been institutional-

16




E/ECWA/XI/9/Addel/Revel
Page 17

tzed properly or formulated within the context of the
socio—economic development plan by any of the countries con~
cerneds

12« The transformation of the socio—economic structure in mosty
if not all of these countries has browght about a significant
thange in the volume of imported goods and technological ser—
vicess For some countries such as Egypts Iraq and the Syrian
Arab Republicy where the process has been going on for a long
timey the Government has gradually recognized the implications
of their Full dependence on the outside market for Lhe supply of
goods and serviceses The logical response has been to adopt cer-
tain policies through which those goods and services could be
used to upgrade Tocal technical capabilitieses

13s In support of such policieses those countries started years
ago to establish training centresy educatiormal institutionss
engineering and research organizationss etce But except for the
formal educational programmesy none of the other activities have
been successfully integrated with the production sectors or have
Vived up to their aspirationse As a vesulte most of the coun—
tries have felt the need to have a higher authority to deal with
the technological aspects of developments.

140 The diversity of opinions in these countries with respect
to technology is a direct result of the level of development of
each countrye the characterization of its manpower and essential
concepts for its economye. Accordinglye in some countries more
importance is placed on the establishment of technological
instruments {(institutions) on a@ national levely ie.e« training
centresy applied research organizationsy engineering design
institutess etce Long-term objectives which are designed ¢to
createy as far as practicables a self-sustaining technology are
being considered in only a few cases (Egyptey Iraqe Jordan and
Syvian Arab Republic)e This definitely entails the assessment
of the level of technological development before formulating the
appropriate component within the context of the development pro-
gramme. Such a methodology has not yet been synthesized by any
of the States mentioned aboves

15 Vo deal with the problemy some countries are in the process
of organizing a central organ which might assume the vole of a
pol icy-making body to plany legisiate and/or follow-up on vari-
ous activities and directives pertaining to technological pro-
qgr ammes o Progressey howevers is wore noticable in the
establishment of institutions to deal with certain functions
{mainly research) and issuance of instructions to project execu-
tors to promote on-the-job training for local manpower by
foreign consulting and contracting firmse

160 In generalsy most countries approach the issue of technology
transfer with fragmented policies and unto-ordinated activities
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that have a minimum correlation to the technical resources and
functions of related departmentssy rather than by adopting a
well-defined overall policy or guidelines for regulating and
adapting technologye The only broad policy instrument which has
some limited bearing on technology is the one dealing with
investment procedures and contracting activitiese in addition
to the incentive policiess some guidelines for pre-investment
considerations and investment opportunities touch mildly on the
technological conceptss requirements and constraintse

17« In terms of industrial technoloyica¥ capacityy the follow-—
ing summarizes the stetus of the essential technological infras~
tructure in the regiohe

(a] Research

18- The oldest form of research in most of these countries has
been that which is undertaken by the agricultural experimental
and extension stations. Almost in all of these countries the
work of these stations started on a very limited scale in regard
to certain cropse Industrial researche on the other handy has
not yet been developed as an important tool for commercial pur-—
posese Only recently have R & D progrommes been launched or
pursued formally in some countriese Egypty Iraqge Jordany Kuwait
and the Syrian Arab Repubiic have independentiy estabiished some
fFacifities fFor applied researchy destined to support the devel-
opment of certain subsectorse

19« Other forms of research have been pursued at different aca-
demic institutions in some countries. But most of the research
work has been of a basic or theuvretical naturey rather than of
an applied or a commescial naturew. In Egypte Ivaq and Lebanony
where research activities started at a much earlier stage than
in other countriess attempts have been made to 1ink research to
userse but with limited successes This has been attributed to
the private sector®s unconsciousness of the relationship between
research and the commercial aspects of its industrial venturesy
and to the institutional set~-wp of the public sector where
co-ordination is @missinge

20« In the case of most of the Guif States, the emphasis on R &
0 has not been wery sevious owing to the shortage of Tlocal
skil Ved manpowery the limited size of the domestic market and
the infancy of the industrye. Furthermore, the absence of finan—
cial constraints and the Jow lewvel of local participation in
technical mamagement have encouraged the vreliance on imported
technological services whith have all along been organized for
in-plant trowble-shooting rather than for promoting the develop-
ment of products and production facilitiess

2l Thus the only form of research that is directly linked to
tndustrial prodoction is that pursued at the Ffactory lewvel
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directiy associated with trouble-shootings daimost all medium
and large industrial plants have their own quality-contro!?
faciVYities which are sometimes involved in reseasrch actiwvity
which is directly 1linked to the production programmee Some of
these faciVities are thought of as a nucleus for R & D centres
in @ limited nomber of important industriese

{b} Yraining and manpower skil¥

22 In generale the training programmes in all countries have
been of a traditional academic nature. Aside from the estab-
Tishment of a few technical and vocational training centres in
some countriesy little emphasis has been placed on the applied
side of science courses for the development of technical skiils
and technological capabilitiese. Attempts have been made in Some
cosntries to institutionalize the educational system within the
overall development processsys but the progress has been very
sTowe

23s Reliance on foreign skilled manpower has been very appreci—
able in many countriese and particularly in the oil-rich Gulf
Statesy during the past two decadess. In a few countriese an
intensive institutionalized training programme has been
Vaunchedy but the results have not been tangible. In some cas-—
esy particu¥arly in the Gulf Statesy the problem is magnified by
two Factors; the small population of nationals and the unlimited
opportunities to pursue private businesse which drains 1local
skilise TVThus the dependence on expatriates as common Vabour for
constructione operation and social services continuese This has
fed to the sefection of capital-intensive rather than Vab-
our—intensive projects Ffor development; a process that has
resulted in the purchase of sophisticated technology requiring
higher skillse

2%e Skill and manpower planning is pursued in different coun-
tries at a varied degree of enthusiasm and effectivenesss Only
in @ few countries a serious approach is wmade for the inte-
gration of manpower and skill development in the soci-
o—economical planning machinerye In othersy some attempts are
being made to provide for the development of Jloca¥ skills
through wuncorrelated training and educational programmes and
facilities.

2%« It is to be noted that some regional or subregional train-
ing programmes have been under waye. Certain specialized train-
ing centres and continwsous education programmes have been
implemented for upgrading the skills and qualifications of
nationals from different countries within the regiony through
the initiativey or under the auspices of regional organizations
such as the Econowic Commission for Western Asia (ECWA)y the
Arab Industrial Development Organization (AIDO)es the Gulf Organ-—
ization For Industrial Consulting (GOIC) and the Organization of
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Arab Petroleum Exporting Coumtries {(OAPEC}). On the othey hande
3 Ffew national! wuniversities and technicians training insti-
tutions in the more developed countries of the region {Egypt
Iraqe Jordans Lebanon and the Syrian Avab Repubiic) have been
very effective in providing educational opportunities to
nationals of other countriese Recentliyes universities in Kuwait
and Saudi Arabia have been following suit.

26 In seven countries {Egyptey Jordane Irage Kuwaite Lebanon,
Saudi Arabia and the Syrian Arab Republicjs the sciences and
engineering are receiving prior attention where some VTinks with
certain productive sectors can besy or are being establishede In
the case of Egypts Iraq and the Syrian Arab RepublVics where
agriculture and engineering education have been developing for a
longesr period of timee systematic planning is being pursued as
an integral part of the overall development programme with spe-
cific wmacro and sectoral targetse Other countries devote a
notable portion of their development budget for their educa-
tional and training institutional set-upey but with no detailed
analysis of the planning procedure in idenmtifying the technolog-
ical aspects and implicationse Iin the well-estabYished
universitiess graduate programmes are being pursued for engi-
neering and natural sciences as wells

27« Some countries have estab!ished educational councils within
the context ofy or under the supervision of the Ministry of Edu-
cation as a policy-making body among whose responsibility is the
supervision and co~ordination of traininyg andfor placement. In
a few cases more than one educational council has been estab-
Vished to function on a sectoral basise iees agriculture
educationy industrial educaticiissee2tce L[ertain countries have
organized their educational pYanning authority as a high-level
(probably ministerial) muitidisciplinary rouncil or as a manpow-—
er planning department attached to the planning machinery.

28 Lebanony among the first countries to have a high level of
educational systems has been a major source of developed skill
for the regione But it was not until recently that its
high-tevel education programme became a major component in the
planning machinerys

{c) Engineering and design

29« In all cowntriesy the major channel for the acquistion of
technology has been associated with the procurements of capital
goods from abroad and with coastruction and emgineering services
in conjunction with specific productive sectorse For the most
development projectsy foreign expertise is needed for one or
more of the project implementation functionse

30. Attempts have been made to establish central agencies for
projects development in most countriess. Iinitiallyy these agen-
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cies were organized with the help of foreign advisors to build
up the domestic capabilities for identifying the evaluating

development projectse A major constraint in developing these
units has been the shortage of Jocal skilled manpowers the
non—existence or ineffectiveness of intersec toral and

inter-institutional linkagese and inefficient infrastructural
and management techniguese

3le Egypt and Iraqe which started a systematic approach for
pro ject development almost three decades agos have attained a
certain degree of self-reliance in dealing with the planning and
certain phases of implementation of industrial piojectse Other
countries have established an industrial consultancy and promo-—
tional wunit (department) with the assistance of specialized
regional and international agencies such as AIDD (Forwerly the
Industrial Development Centre for Arab States)y UNIDOe The Worild
Bankes international consultantsy etce For the purpose of identi-
fying projectsy evaluating tenders and contractse and assisting
in the formulation of an industrial programmes

32w Seven ECWA member States still rely heavily on skilied
expatriates for staffing these terhnical departmenises For
development of these departments the major constraint s the
non—availability of counterparts to the foreign staff or advis-
erse to be trained and continue operating the departments after
the Yatter departe

33 In most countriess negotiation with foreign and multina-
tional companies in respect of establishing an industriai plant
conducted by government departments is done with the assistance
of foreign consultants or expatriate adviserss In certain cas—
ese a3 high central authority pursues the negotiation for strate-
gic projects or Ffor projects involving foreign economical
assistances

3%4e AYthough some countries have been experiencing engineering
activities for many yearss design capacities have not yet
attained a high Vevel of proficiency nor are they abundant
enough to comply with all needs. Except for civiV and architec~
tural emgineerings which has developed in a few countries
({Egypty Lebanony etce) wery little has been achieved in the
design functiony ie.Ps process designe systematic engineeringsy
product designs etce The constraints facing the development of
design capabilities have been attributed to the Tack of enough
training and efficient programming and systems management in
countries where the engineering population is adequatey and to
the involvement of the limited number of engineers in other
engineering activitiesy i.e. plant operations management of pro-
jectse contracting businessy etce

3%« In a few casesy repeated projects handied by the sawe
organization have allowed the development of technical and spe-
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cialized skills which enable the national staff to analyse and
select designse specifications and patents of certain technolo-
giese But in wmost casesy the assistance of consultants was
soughte Recentlyy some steps were taken by some countries {(no-
tably Iraq) to have a practical training procedure through the
establishment of a jJoint activity for the engineering services
of definite projects where the expertise of well-known special-
ized foreign engineering firms could be institutionalized local-
Iy with mnationals sharing full responsibilities with their
counterparts throughout all impiementation stages.

(d} Industrial data bank

356. None of the ECWA member States has a central institution
{public or privatej which collectssy Fi¥ters and disseminates
information to potential users. Howevery in a very few coun~-
triesy some institutions have established a data gathering sys-—
tem that suits their functions. Howewer the fragmented sectoral
efforts in this direction have not been co-ordinated within each
country and the deployment of their reswlits is stiill limitedo
In some casesy information relating to science is in the process
of being established and mest Tikely the existing information is
stored in academic institutions and certain specialized organs
(ieee Kuwait Institute for Scientific Research [KISR}] etcale
Ineffective utifization of this information might be attributed
to the shortage of adequately trained manpowere. This problem is
exaggerated in the absence of & centralized controlliable system
since some departments in these countries occasionally duplicate
each other®s work and at times even repeat their own efforts in
obtaining and reanalysing specific information.

37« On a regional levely efforts are being pursued by certain
specialized institutions and corporations (i.e2e« HAIDOes GOIC
OAPECe etCe) to build wp a documentation set-up to serve their
own needsy with the notion that such a set-up would incorporate
research tools on a national and regional levels. Some plans are
being considered to have national documentation centres with
terminals which Vink with all souvces of information pertaining
to technologiesy projects contractsy etce within and outside the
regione

{e} Standards_and quality contyol

38. Most countries in the region are invoived fn organizing
measurement and specification standards on a national basise
Such efforts are being pursuved at different levels but in wmost
cases with limited successe The shortfalls of the wvarious pro—
grammes are attributed wainly to the public®s non-awareness of
the importance of standardse the shortage of skilled manpowery
and ineffective quality controf system within the concerned
countrys
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39. Reliance on foreign standards brought about a heterogenous
collection of codes within each countrye A collective attempt
is being pursued for a coding procedure by the Arab Organization
for Standards and Measurementss with the aim of unifying the
standardization function within the Arab countriess. Some codes
have been adopted on @ national and regional levels but enforce-
ment policies are still missinge.

40 Quality control of locally-produced goods is being pursued
by specialized units of some operating companiess particularly
those which export their productse Only four ECWHA member States
have a centralized system for quality control of 1locally pro-
duced and of imported goods such as foodstuffs and pharmaceu-
tical productsy etce as an official testing/control and
surveillance agency to verify the standards and specifications
of these products. International inspection agencies and labo-
ratories are still the main organs undertaking this task for the
bulk of the goods imported by the regione

(f) Industrial property

%4l. Most of the countries have Tegislation concerning the pro-
tection of trade marks and some even have legislation on the
protection of inventionse

2. The national institutions entrusted with the administration
of industrial property have traditional Ffunctionsy namely:
acceptance of applications for protectiony and formal examina-
tion as to the legal requirementss grants and administration of
granted titles of protections Howevery none of these insti-
tutions seems to have established proceedings to examine
noveltyy inventive activity and industrial application ("exam-
ination as to substance%).

%3. Most of the national institutions entrusted with the imple-
mentation of industrial projects have access to licence agree-
ments i respect of specific projects being implementedo
Howevery it is in four countries only that industrial project
implementation organs evaluate technological alternatives and
relevant licence agreements. These organs are in a position to
give information on available technology or to assist possible
national investors in negotiating contractse

&%4- As regards promotion of inventive activitys some countries
have taken measwres and/or adopted a system for the promotion of
innovatione both ' in the public and private sectore Some incen-—
tives are provided by these countries to encourage innovationy
but it appears that the system adopted could be improvede

45« A few countries have or are in the process of establishing

institutions or procedures for patent documentatione In most
casesy it appears that the collections of patents - describing
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technological advances in the existing state of the art are very
rarely consulited by national investors (public and privateje.
The majority of these collections ave classified according to
various TJocal systems and not on the basis of international
classificationse

%6e Howevere it is to be noted that several countries are
either engaged in or planning to start various procedures for
modernizing their industrial property institutions and Jleqgis—
Yations.

{g) Manufacturing and prsocurement of capital goods

&7. Heavy engineering industry in the ELWA region is still at
its infant stagee It comprises mainly assembly lines that
include agriculftural machinerys mostly tractors in Egypty Iragq
and the Syrian Arab Republic and truck-car assembly Vines in
Egypte Iraqe and Saudi Arabia. In all casese licensing arrange-—
ments have been signed with different menufacturers from
developed countries for the planning and implementation of
these projectss The impliementation side of the projects devel-
opment usually involves the supply of piant machinery and tools
including a wtilities facilitys the provision of most components
for each product according to the licensors own patent and
designe and an operation and technical management contract which
provides for training of local staff for a certain periods

48. Some of the contractual terms included in these agreements
made provision for technical assistance for product developmenty
in which case some of the licensors modifications would be
introduced. Reference has been made alsoe in some of these
agreements to the development and utilization of local material
and a fabrication facility whenever suitable and possible as the
project developse But it seems that little was achieved in that
divection during the first few years of the ¥life of these pro-
jectse Furthermoresy veliance on expatriates for
trouble~-shooting purposes was maintained for some time in many
projectse Howevers it has to be noted that indigeneous relevant
capabilities are being buil ¢ and the experience gained will have
a positive impact on developmente

%#9. Other capital goods industries in the region inciude assem—
bly lines for household electronics and duvable consumer goodse
Engineering products manufactured in the ECWA region also
include smalVi-size industrial transformers and boilersy cablesy
pipesy construction steel structure and implementse and simple
chemical—-processing equipments i.Ce atmospheric pressure col-
umnse heat exchangersy storage tanksy etce Countries involved
in one or more of these production activities include Egyptoe
iraqe Kuwaite Lebanony Saudi Arabia and the Syrian Arab Repub-
Yice In most of these industriess which are usually private
enterprises or joint private-public projectse Vicensing agree-—

24




EJECHA /X IIQIAﬂdamx.[REVn i
Page 25

ments with foreign suppliers are usually associated with certain
trade namess

S0e. Other supporting activities for the capital goods industry
in the ECWA region are not institutionalized properiy on a
large-scale and systematic basise.  Maintenance activities are
still either fragmented activities in small workshops OF
attached to operating plantse The only organized maintenance
activities on a large-scale can be found at some port dockyards
and central railway stationss

51. Another example of speciaVized maintenance activities which
could have a positive impact on the development of engineering
industries are those associated with o0il field operations and
large ovil refineries.s A central maintenance activity for peri-
odic imspection and maintenance established as a private joint
venture with a foreign specialized partner has been serving the
petroleum-processing sector in the Gulif areae Another attempl
in this direction is the establishment of a maintenance services
company initiated by OAPEC to cater to its member States® needs
{Arab Company for Petroleum Services)e

52w Technological infrastructure o serve the capital goods
industry within the region includes academic and technical
institutionse Technical institutions for formal training of

technicians (mechanicse electriciansy tool-pushersy laboratory
techniciansy masonsy fitterss etce) have been established in
most countries of the regions with varied degrees of course
intensity and apprenticeships While most of these institutions
have Failed to attain their goals for different reasonsy a few
seem to have survived the pressure and have been operating
effectively over a long period of time. More recentlys some
countries have been endorsing the Vinks between these insti-
tutions and the industrial sectors

53e On a regional VYevely technological training programmes
mostly specialized in one subsector or another have been
planned. Some of these progvammes which are destined to pirepare
and upgrade skills at various levels and specializations 1in a
particular sub=-branche have been institutionalized with
long-term vecurrent courses and short-terms sometimes ad__hoc
coursese Such a programme is the one inititiated by OAPEC which
resuited in the establishment of the  Arab Petroleum Training
Instituteo Among its subprogrammess this institute offers
courses in maintenance and servicesy process operation and pvro-—
ductions testing and controls inspection and surveillances

S4e On the project engineering sides civil engineering con-
struction activity in respect to industry has been handlied by
private, national or regional enterprisessy but predominantly by
international firmse The mechanical-electrical engineering side
of this activity has been confined to erection of plantse handl -

25



E/ECWA/XI/9/Adde1/ReVel
Page 26

ing of construction equipments welding and on-site installation
of components and ancillarieses For almost all large projectssy
project management has been assigned o a main contractors uUsu—
ally from a developed countrys to handlie all activities includ-
ing engineering designey procurement and construction on a turn-
key basise Other types of contracts awarded to foreign fiems
for the execution of projects include Jumpsum contracts for
engineering services and co-ordination of major sub-contracting
activities and rost-plus contracts for different engineering and
contracting management functions including inspection and com-
missioninge

55« Most local engineering ctontractor?®s activities related to
industrial projects have been confined to civil engineeringe
Recently a few Tocal engineering firms have been involved in
sub-contracting mechanical erection and electrical installation
for Targe industrial projectss Only in a few caseses and mostly
for small-scale industrial projectse have these firms involved
themselves with procurement of major equipment. The experience
gained in this area has been confined mainly to static and steel
structure as well as common and package units for processing and
utilities.

56 The technological capacity to procure and handle capital
goods has not yet developed within the region to the point of
self-refiance. Vhe gpresent trend in industrial project impie-
mentation has resulited in sliow progress with respect to the
national capacity in unpackaging relevant technologyes a fact
which allows the involvement and development of indigenous capa-
bivlities and national or regional inputs and activities; ie.te
integration of Tocal resourcesy using one's own inspection pro-—
cedures and standardsy utilizing national engineering bodies for
further developmenty etce

$Te Most recentlyy DAPEC initiated the establishment of a pro-
ject engineerinyg body to serve the petroleum-process industries
in the Arab Worlds The Arab Company for Engineering Consulting
and Design is already engaged in the execution of certain indus-
trial project contractse although sometimes in association with
international specialized firmse

B. Salient features of the technology transfer process
in_the ECWA region

58 Based on the above presentationy the salient results of the
efforts of the ECWA member States can be summarized as follows:

{(8) Generally spesakings while considerable awareness of
the importance of technotogy in the development process prevails
within the regions full wnderstanding of the prerequisites for
the transfer of technology has not yet been attained resulting
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in an insufficiently co-ordinated procedure for developing the
basic components of the processy isee technological manpowers
technological infrastructuree technological tools {equipment and
services) etce The degree of understanding of the probiem var~
ies from one country t¢to the other depending on its level of
socio-economic development;

{bj The extremely huge volume of developmentalsy particular-
ly industriale projects which have been implemented during the
second half of the past decade within the reqion was achieved
with Tess emphasis on priorities in respect to technological
development needs than to other socio-economic componentse In
many instances this resulted in a high demand on inputsy drawing
on all Vocal and regional resourcesy irrespective of qualitye
In most countriesy and particularly in the Gulf regione that
behavior resulted in severe constraints thatey among other
thingsy sTowed down the process of developing the basic techno-
logical components;

{c}] TVhe relatively great number of industrial projects
implemented within the region relied mainly on imported technol-
ogy (services and equipment} whose in-flow has not yet been reg-
ulated by an explicit technology programme and by policy plans
whose main objective would be the development of technological
capacity and the achievement of a higher degree of technological
self-reliance;

(dj In the process of institutionalizing technofogy trans-
fer within the context of their development plansey certain coun-
tries did not really take the necessary steps to assess the
impact of specific technologies or of related technology trans-—
actions (acquisition) and unpackaging procedures on social
behavior and their contribution to particular development needs;

{e) The development of technological capacity in most ECWA
member States during the past two decadesy has been the result
of fragmentary effortsey altthough some attempts were made to
incorporate them within a total framework for national actiony
and even for regional action wherever applicables

(f} The appreciation of regional co-operation for technolio-
gy transfer has Ved to the establishment of a few joint projects
whose aim includes the upgrading of technical skill and a modest
breakthrough into the self-imposed monopoly on technologqical
services of the international suppliers and engineering compa-
nies speciaVized in executing engineering contractse Such
efforts have not yet been supported by such important features
as the establishment of capital goods for major and important
industries especially in important fields and sectors ieesy
energys chemicals and petrochemicals etce
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{g) ATthough academic and training institutions are being
developed on a national basiss the negotiation capacity of most
ECWA member States stil! needs strengthening by introducing
practical speciaVized training programmes on a recurrenty con-
tinuowus basis to upgrade the technological capacity of engineers
and to keep them abreast of all technological developments in
specific arease This can be achieved not vonly through trainings
but also through co-pperation on a regional as well as interna~
tional basisy particularly in vregard to technical data and
information on technologiess contracts etre To accomplish this
the Yine of action would include the establishment of appropri-
ate mechanisms on a national as well? as regional Tevel to
forecastey monitor and asseses technological trends and their
implications for economic and social developmente

Ce Issues for discussion_and_ further consideration

59. Based on the previous discussiony the following points need
to be discussed in detaifl with a view to developing @ plan of
action to asgment the ongoing efforts to strengthen scientific
and technological! capacities for industvial development in the
ECWA member Statese.

{a) Institutionalizing science and technology as a major
component of the development process is an important task which
must be undertaken by each countiye A& prereguisite for such an
sndertaking is the assessment of the impact of the previous pat-
tern employed in the process of technology transfer on the
socio-economic development in each countrye 5Such assessment
will be an important factor in defining the Ffuture pattern and
needed Tlegisltation and plan of actione. Yo achieve thisy a
co-ordinated programme has to be developed by each State accord-—
ing to its socio-economic structure and level of development,
with a focal point to polarize all relevant activities and to
communicate on the national as well as regional level with all
concerned agencies to obtain informationsy exchange views and
pave the way for co-operation for improving the situation by
capitalizing on the Vimited resources and utilizing the results
of different experimentss

(b} Yo augment the above-mentioned policies and plans in
respect of developing technological infrastructurey ongoing
national as well as regional programmes ought to be assessed and
strengt henede. Furthermores achievement of relevant regional
programmes and institutions should be evaluated in the light of
their mandate and potentials to determine the degrees of their
involvement in an integrated modest programme for assessing the
technoVogical capacity on a regional levels Relevant insti-
tutions include: Arab Federation of Scientific Research
Institutes; Federation of Arab Universities; Arab Industrial
Development Organizations Gulf Organizetion fFor industrial Con-
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sultancy; Arab Petroleum Training Institute; Arab Petroleum
Engineering lompany; Organization of Arab Petroleum Exporting
Countries; Arab Organization for Standards and Measurementse

{c} Yraining and upgrading of technical and technological
skill remain a priority task of any plan of action. Efforts are
never enough in this respecte Initiation of training programmes
should always be Dbased on needs on a national as well as
regional level. In the more advanced countries the needs willd
materialize from withiney based on the progress attained on a
sectoral lewvel and the potential for developmente Hence coun-
tries with similar features and/or parallel industrial
programmes could have a joint training programme of their owne
For examples a programme for wmajor ocil-exporting countries with
upstream/downstream industries; a programme for countries
invoived in basic agro-industries; a programme for countries
with a good base in engineering industries etce These pro-
grammes wmay be sponsored by the State most concernedy but shall

be open to qualified nationals of other countriess Such pro-
grammes may be organized in co-operation withe and technically
assisted byes regional and international organizationse An

important contribution to such programme may come from develop-
ing countries outside the ECWA region. In the UVeast advanced
countriesy a subregional continuous training programme may be
initiated to which the more advanced countries within the region
would be the major contributors on a sectoral! basis depending on
their competence in that fielde Such a programme could be man-
aged by a specialized regional organization or a group of such
organizations such as ECWAs AIDO etce in co-operation with the
concerned or financing State;

{d) ECWA has developed and implemented specific programmes
in relation to the technology transfer process within the region
inciuding:

(i) A brief study on the status of technology within
the region with a view to formulating a continuous
programme to assist the member States in their drive
to improve their technological capacitys

(ii) A series of training programmes which have been
implemented successfully for the development or
upgrading of negotiation and technological skill in
the member States;

fiii) A series of feasibility studies for the

establishment of relevant capital goods industries to
augment the technological independence processe
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Thus ECWA could play a positive
all factors related to the above
tion of relevant programmess

role in the
issues and

tdentification of
in the implementa-
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TITe ACCELERATED DEVELOPMENY OF HUMAN RESDURCES
FOR INDUSTRIAL DEVELOPMENY IN THE ECWA REGION

It has been argued that in the development efforts of a
countryy quite oftens development of material and physical
structures has been overvalued while human resources development
has been comparatively undervafuwedes Till very recently develop-
ment plans of most ECWA countries fell under such a descriptions;
the situatiom is only slowly changing and more consideration is
being given to human resources development as an integral part
of industrialization planss A number of countries of the
regione such as Iraqe have already reviewed their educational
systems and programmes to give more stress to vocational and
technical education. Training institutions are becoming more
establishhed and more effort is being exerted to Vink education
to industrial! needs. More comprehensive national development
plans are emerging thet include programmes to develop human
resources in accogrdance with industrialization programmese
Eventually countries of the region should seriously consider
adopting the approach of human resources-ied development planse

2e Human resources-led development strategies consider the
human element as important as material and physical structurese
They involve systematic efforts to vaise the skillss productive
capacitiesy creative abilities and enterprising spirits of the
national populationes through social researche training and
retraininge education and continuous educationy etcCs These
strategies are seen to provide the most effective vehicle for
technology transfer and the creation of indigenous technological
capabilities in the regions through:

(a) Integration of women lTabour and the rural population
in the development processs;

(b) Re-evaluating traditional technologies and upgrading
Tocal skillss

{c} Encouraging entrepreneurial activities}

{d) Fostering the development of smal¥ and rvoral indus—
triese

3s it is important to noteys howevere that all countries of the
region are not Ffacing identical problems regarding human
resources developmente One may distinguish a few regional sub-
groups: {(a) the LGulf Statess rich in capital and natural
resourcese but with Timited populations {by the
non-oil-producing countries with Targe human capabilities and
skills that cam be made available to other countries of the
region {ie2. Egypte Syrian Arab Republice Jordane Palestines and
Lebanonjs; (c} Traq standing alone as a country vsich in natural
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resources and with an adequate population size for normal devel-~
opment plansy but requesting more human skiils to cope with
accelerated development plans; and Finally (d) the two Yemensy
the least developed in the regions poor in natural! resources and
with a limited skilled labour forces which need to be developed
at an accelerated rate to satisfy local needse

4. The problems of human resources development vary dras-
tically between the different subyroups of the region. National
development plans have to be based on the specific character-

istics of each countrye Serious segional development plans
shoul¥d consider the variable characteristics of the subgroups
and address the problems in each of theme There ares howevery

many aspects common to the whole regions which allow this paper
to address the major issues Ffacing the region as a whole; in
particulare to a great extenty the region represents a common
regional skilled 1abour markets

Ae_Past _experiences and _current trends

5 Very early after political independencey, most countries of
the region recognized the need to develop their educational sys-—
tems and they have been allocating large portions of their
national budgets to education and its expansione Elementary
education has been compulsory for some times secondary education
has expanded more than tenfold in the past decade or twoy and
several new national universities and higher education insti-
tutions have been established throughout the regions Education
for women has expanded at tremendous rates as well so that there
is hardiy now any remote village in the region where one cannot
find at least one school open to the education of girlss Sepa-
rate universities have been established for womens or in
countries where co-education is stil¥ socially wunacceptabley
separate sections in universities have been establisheds Fel-
lowshipsy scholarships and other assistance are being given to
more and more women to continue their education outside the

regione
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6a The fact remainse howevers that expansion in education has
not generated the manpower vequived for industrializations
Theye are many factors that have contributed to such a contra-
dictiony but the main factor is that plamning for education has
been conceived in isolation from industrialization or to overall
national development planse Eradicating illiteracy has been
considered a national! objectiveey and attending schooly even uni-
versity is considered a right for every citizen regardless of
the manpower needs of national development pianse In many coun-
triesy the expansion in education has been a response to the
ever—growing number of studentse and it has resulted in an abun-
dance of university graduates in certain fields and a scarcity
of manpower in otherse

Ta Another important factor that has led to the failure of
educational expansion to respond to manpower needss is that the
educational systems in most countsies have been inherited from
cofonial dayse In these systemsy theoretical and academic edu-
cation predominates over vocational and technical educatione and
theoretical knowledge has been developed at the expense of seri-—
ous consideration of practical training and skillse It has only
been in the late 1970s and early 1980s that some countries of
the region have started to seriowusiy review their educational
systemsy and to give more attention to vocational and technical
educationes after it was realized that the availability of tech-
nicaliy-skilled manpower was the wmain bottie-neck facing most
industrialization planse Howevers all countries of the region
must review their education plans to incorporate move practical
and vocationally-oriented programmes as integral parts of all
academic educatione

8e Owing to the high cost of equipment for practical coursesy
faboratories and technical trainings collieges and universities,
except in richer countries of the regiony have tended to expand
more in departments of humanitiese arty literature and social
sciencesy with much less expansion in technical and professional
educations As a vresulte there has been an increase in the num-—
ber of university degree holders in specializations not dirvectly
retated to industriel developmento The requirements for indoes—
trial manpower have not been satisfied and at the same time
there is @ mass of vnemployment or redundancy gaps in the mar-
ginal specializations mentioned aboves On the other hande
universities in rich countries of the region are being furnished
with Yavish equipment for VYabs and educational aidse but their
curricula areys most of the times tailored to those in advanced
universities and thus are not related to problems facing local
industriess

Yo The distribution of students in the educational systems in
the region is still overwhelmingly favouring theoretical and
academic education at the expense of industrialliy-related educa-
tion as shown in the tablie belows The main factors that are

34




EJECWA/XI/9/Addel /Revel
Page 35

still contributing to such an imbalanced distribution may be
summarized as follows:

{a} The prevailing social and economic values which stiil
favour desk and white collar tasks over hand {abour and blue
collar tasks;

(b} The attitude toward efucation which is still not
organicaliy VYinked to developmenty and is not looked upon as an
economic investment with a return thaet should be evaluated and
assessedy

{C} T he compiexity and higher cost of indus—
trially-oriented education as comparcd with theoretical and aca-—
demic education;

{dj The shortage of well-gqualified technical instruction
and tvainersy the Tack of capabilities and mechanisms to evalu-
ate the performance and suitability of different types of educa-
tiony and the absence of plans and channels to improve the
prevaifing systems;

{ej The absence of a clearly-stated objective for educa-—
tion and the Jack of understanding of the rolte of indus—
trialiy-oriented education in the overall development plans of a
country;

{F} The Tack of an industrial base and infrastructure that
would create pressure towards a greater share for technical edu-
cation and that could provide guidance and experience for such
educations

10« Educational systems in many countries of the region have
been designed to be similar to those prevailing in advanced uni-
versities in industrialized countries; these systemses howevery
have proven to be irrelevant to the region®s needs and irrespon-—
sive to the chamging conditions of local! industrial enterpriseses
A big gyap exists between industry and development planners on
the one handes and educational institutions on the othere Gradu-
ates of Vocal  wuniversities ave not prepared to cope with
probiems they face at Jocal industrial enterprisesy particularly
when Tocal industries Yack the support of an infrastructure and
an industrial service basees Most educational institutions pre-
pave their grvaduates for further education in advanced countries
rather than to face the problems of local industrye

1le In addition to what is stated aboves it is to be noted that
the VTack of infrastructures industrial base and support services
deprives students at focal institutions of essential industrial
experience. Moreoverey new graduatesy placed in newly estab-
VTished industrys are usually facedy without senior guidance or
industrial traditionsey with problems of various nature which are
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not necessarily rvelated to their immediate specialization; they
may be expected as welly to take over tasks usually undertaken
by high technicians or foremens Local educational systems ought
to be reviewed o better serve local industriesy to provide
their graduates with more rounded and versatile trainingy to
encowrage initiative and creativityy to provide necessary gener-
al background informationy and to enctourage research and further
study so that unexpected problems can be dealt withe

iZe Secondary level educations in most countries of the regions
was inhevited from colonial daysy with minor modificationses It
is usuallfy not designed to provide a well—rounded product with
worthwhile skills For absorption in industry or Ffor entry into
professionail careerse Practical courses and VYTab work are
reduced to a minimume while workshops and vocational training
are procticaelly completely lacking in rvegular academic pro-
GV SMMES » Yocational schools are usually very liwited in
capacity when compaved with the hwge number of students in aca-
demic schoolse ft is €5 be noted that in advanced countriess
practical trainingsy labs and workshops have become essential
parts of reguliar ascademic programmes covering uwp to 50 per cent
of student time at schoole A re-examination of secondary educa-
tion is of wtmwost importance for providing an education that
prepares students to face problems of their daily lifes and to
encourage them to Yink what they learn at school with life out-

side the classvooe Hoveovery secondary education should
implant in the students the spirit of a continuouws search for
tearning and for continuous educations Students that leave

school at any stage should have the incentive and the capability
to acquive new knowledge and to adapt their knowledge to new
skill requirements throughout theiv working Tife.

13. It is cleary thereforey that because of the unsatisfactory
results of traditional educational systems in developing the
requested human resources for industrvializatione there must be a
new approache bosed on the concept of human-resources—Yed devel-
opment. Educational systems must be strongly linked to develop-
ment plan and to Yocal industrieses They must be regularly
reviewed and changed to suwit better the changing realities of
growing industry. Yhey have to undergo rationalization and qua-
fitative improvement. They must change in forme content and
sethods

i%e The prevaiVing trend in the region is for education and
acquisition of knowledge to stop practically after one leaves
schools VThe largest ma jority of the skilled Vlabour force in any
country is ot uvswally exposed to new knowledge or skill except
may be on the occasion of introducing 3 new machine or a new
techniguee The concepts of continuous educationy
on—the- job~trainingy retraining and rehabilitationy
self-enhanced Tearnings etce are only newly diffused in a few
countries of the regione
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15« The large number of school-leavers after secondary educa-
tions as shown in the table belows and the large percentage of
university degree holders in non-requested specializations on
the one handes and the need for skilled laboury the fast—changing
nature of technologys and the ever—growing need for newer skills
for new technologies and techniques on the other hande lead to
the necessity of a large-scale programme for traininge retrain-
ingey rehabilitation and on-the-job traininge Such a programme
must be an important part of every human resources development
plan in the regiony as is the case in advanced countriesy where
the rapidly evolving advanced technologies have made many skills
obsolete and have forced a large portion of skilled manpower to
learn wmore needed skills; this is particularly true in such
fields as computer sciencess micro—electronics component manu-
facturing and production of electronic telephone exchangesy and
micro—-computerse ’

16 There is a serious lag bdetween the level of scientific and
technical knowledge prevailing in societies of the regiony and
that prevailing in advanced societies which forms the base and
the atmosphere for a continuously rejuvenated skilled labour
force in those societiese There isy therefores a need for the
continuous circulation of scientific knowledgey and information
about new innovations and new techniquess to all age groups and
all Vevels of the populatione The provision of scientific lit-
eraturey in alli forms and in the Arabic languagey 1is an
important Factor in the development of human resources in the
countries of the region; moreoverys it is necessary to undertake
production and distribution of such scientific knowledge through
newspapersy journalse bookss educational materialse public
Vibrariese radioss TVse videossscience centresy science museumssy
etCe

17 Many newly-established industrial enterprises have resorted
to recruiting among those practicing in advanced countries or to
training their skilled personnel there. Where training has been
received in advanced countries or in imitative westernized local
institutionsy it has often resulted in any elitisty alien atti-
tude and a Vife-style not vsooted in prevailing traditions; such
training thus faifs to respond suitably to problems facing VTocal
tndustries.s

18e Practical experience gained in advanced societies is
extremely important for developing human resources in the coun-
tries of the reqgion and it is an important channel for transfer
of technologys particularly when it comes to advanced technolo-
gies; howeverey such experience has to be adapted to the reali-
ties and capacities of local societiese It is proposed that
mixed teraining programmes should be formulateds in which a trai-
nee may undertake part of his training in an advanced countryys
go back to work in his own environment for a meaningful period

37



EJECWA/XI/9/Adde1/Revel
Page 38

of time to apply what he has learned and to identify problems
and areas where he may need further skills and trainingy then
continue his training programme with some idea of all the prob-
Yems he is likely to fFace when he again returnse Another alter-
native is to have joint teaching and training programmes between
Vocal institutions and advanced oness

19« An important aspect of the region®s experience in develop-
ing human resources is thats to a great extents the whole region
has been forming practically a unified regional market for
skilled 1abour whereby a large number of skilled personnel
trained and developed in one of the non-oil producing countries
have been working in one of the rich oil-producing countriese
This complementarity has to be developed to the benefit of the
regione A regional pool of skilled personnel has to be devel-
oped with oil countries carrying part of the burden of training
Tabour in non-oil countriess and in return the latter elaborat-—
ing training programmes more suitable to oil countries.

20« The issue of women in the Vabour force has gone through
different stages in the countries of the regione At the early
stagey in most countriesy women were excluded from most jobs,
particylarly frea iidustrye «ith the expansion in women®s edu-
cation and the severe fecd four skilled labours women slowly
started penetrating the labour market in one country after the
others tt Col e Said now that wmany countries (Iraqe Syrian
Arap xkepuwlice Lebanon and Egypt) have come to a stage where
wemen are fairly well integrated in the labour force "®#ven in
industrial jobs; however nowhere have women been fully wmobi-
Tizeds

2l The integration of womensy even in those countries wmentioned
abovey into the skilled labour force has not taken place without
reverses owing to the social vrealities of the regione Many
highfy-qualified skilled women were withdrawn from the active
labour force owing to social constraintsey or were restricted to
Tess relevant taskss thus valuable resources have been wasted
traininge

22. The development of women resourcesy particularly in coun—
tries of small populationy is important for the realization of
the Full capabilities of a countrye Many indostries such as
electronics industries and the assembly industry in which wom—
en*s labour dominates worlidwide have had higher productivity
with women's faboure Special consideration has to be undertaken
to enhance the integration of women®s labour in the industriali-
zation pYans in the region; howevers special care has to be
given to social realities to avoid reverses and the waste of
valuable resourcess.

23« Another factor hindering the development of human resources
in the region is “the brain drain%s. Large numbers of skilled
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Yabourers and high-qualified experts are choosing to work and
live in developed countriese. Recent statistics have shown that
30 to 40 per cent of students from certain countries (Fgyphte
Palestine and tebanon) decide to stay in the country where they
were studyings rather than return to their home countrieses
Migration of established qualified personnel! from most countries
of the region is not UNCOMMON. it is estimated that the commu-
nity of gualified personnel from the region living in developed
cosntries may compare in size to that still living in the
reysuns and may be larger than the skilled labour force in any
one Cuouwisye. Individuallyy a few countries have tried to reduce
the treno {eifwey and Saudi Arabia}) by laws and incentives offered
to qualtstieua pesrsonnel who decide to veturn; many studies and
seminars have peen unwesiaken toe analyse the problem and recom—

mend Sofutionse d€ ¢ Cleawrs howevery that the trend has not
Leen reyesrsed ol Aol Hericus measures are needed to deal with
the problem. #lrain drain® causes & deuble Joss to  the coun-—

tries of the regions for not only gualified personnel are losty
but important scarce resources have been wasted on their educa-
tion and traininge.

Be Issues relevant to the ELWA sregion

24, The issues discussed abowe avree by no meanssy inclusives
They cover factors that have had immediate and tangible effects
on the development of human resources in the ELWA vregion. There
arey howevers many move issues to be considered in a sevious
planning for human rescurces developments. Some of the more rel-
evant issues are outlined below:

25« Involvement of rural population: in many countries of the
region the majority of the population is still living in rural
areas in which there is oniy a limited contribution to the
development of the badly needed skilled lYabour forces Many
countries have implanted elementary education even in the far-
thest rural agglomerations; higher education institutions have
also been established at many rural centress But the ruval pop-
ulation is still fFar from being active in the industrialization

Processe

26« The guwestion vemains of how to develop the full potential
Tatent in the ruvral populistion. Some of the suggestions in this
respect include: adaptation and upgrading of traditional tech-
nologiesy fostering swall and cural industriesy establishing
rural technology centresey distribution of industrialliy-oriented
education institutions in rural areasys etcs

2T Planning_ _capabilities: As mentioned aboves successful
development of human resources needs serious planning to elimi-—
nate wismatch between products of edocational systems and needs

of industry on the one hands and to synchronize supply and
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demand of the scarce skilled labour force on the othere. Plan-—
ning for human resources development is a skill of its owne
which needs to be developed to assist decision-makers and to
create within the country indigenous capabilities for autonomous
policy-makings capable of absorbing and planning for the special
characteristics of each countrye Planning skills include such
capabilities as those which can 1ink educational expansion to
industrialization projects and to national development plans,
and involve identification of industrial growth modess institu-
tional infrastructures wmechanics of planning etce Successful
planning invoives the following skills:

i
{a}) Collection of velevant information on industrial

enterprisesy industrialization projectsy educational systems,

population growthe and the evaluation of collected information;

{b} Access to sources of technologies and scientific know-
Vedges, and the capability to compare alternate technologies from
the human resources needs and development point of view;

{c) Defining clearly objectives of human resources devel-
opment plansy and relating these objectives to educational and
training and retraining programmes and capabilitiese

It is important for planning institutions to have close working
refations and a free flow of information with industriale admin-
istrative and educational institutionse

28es Development of specaific skills: In planning the develop-
ment of human resourcess some relevant skills have been neg-
fected or given lower prioritiess though they are critical in
the success of any industrial wventuree Among skills that ought
to be developed one may Vist: ’

{a} Ltocal technicaly 1industrial and design consultancy
capability to assist in formulation and preparation of projectssy
their specificationss choice of technology etce;

{by Industrial management skills at all levels of indus-
trial processes;

{c) Entrepreneurial capabilitys that can bridge the gap
between awvailable investment and industrial opportunities;

{(d) Training of technica¥ ¢€rainersy development advisersy
industrial relations personnel etcs

{=} Lyeative {industrial research to improve productse
increase productivity of processesy relate and upgrade tradi-
tional technologiesy substitute for lacking infrastructurey new
technofogies and technigues etcCes
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{f) Repair and maintenance capabilities with initiative
and innovative techniquess to cope with diversified sources of
technologye and to substitute for expensive imported maintenance
serwices and spare partse

29s Consideration_for_ advanced_technologies: Special consider-
ation should be given to the rapid diffusion of advanced tech-
nologies and applications in the regions particularly
innovations in computer applicationse Planning for human
resources development should accommodate these technologies and
benefit from thems The diffusion of advanced technologiesy such
as micro-electronics and applicationsey is affecting more and
more the nature and s5ize of needed skills in industry and busi-
nessy as well as the concepts and techniques of education and
training used in the development of human resourcese particular-
1y after the introduction of the computer even in elementary
schoolse Planners of human resources development have to
address new challenges posed by techno-scientific advances:
their unprecedented speedy their rapid and pervasive diffusion
and the drastic change they bring about to the socials economic
and industrial structures of a countrys

Lo__Recommended action_at_the national level

300 A number of recommendations concerning the development of
human resources in the ECWA region have already been discussed
aboves Some of the more relevant ones are repeated belows along
with further suggestions for action at the national and regional
Tevels.

3le PYanning authorities in each country are called upon to
consider the following:

{a) Restructuring the educational systems towards increas-—
ing the size of industrially-oriented education;

{b) Reorientation of academic educational curricula and
techniques to integrate practical coursese workshops etc;

fc) HModernization of teaching aids and techniques to sub-
stitute for scarce good teachers and instructorss;

{d} Elaboration of continuous education programmessy
inctuding on-the- job traininge retraining of teachersy workers
and managers etCeo;

{e}) Elaboration of special training and retraining pro—-
gramme to “"convert® less wanted skills into more needed skillseo
In particular the elaboration of special retraining skills so
that personnel from countries in the region can spend on-site
training periods working in institutions in advanced countries;
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{F) Developing close 1links between schoolsy training
establishments and universities on the one hand and planning
machinery and industry on the others and encouraqging mobility of
personnel between industry and academy;

{g) Developing closer links between research institutions
and industrye and establishing industrial research centres and
SUppoOrting servicesy

{h} Assisting in setting-up qualified teaching and train-—
ing companiese open universities etce

32e bovernwents interested in the development of human
resources should aliocate enough finances (some countries allo-
cate up to 2 per cent of GNP ¢to the development of human
resourcess Lhannels must be created for industries to partic-
ipate in such effortse eege 1 per cent of wages should be set
aside for traininge on—the-job traininges and retraining of the
Yabour force etcw

33, fegisialtive ov administrative actions that may be undertak-
en are:s

{aj] Mabching permission for new industrial ventures with
the training of ¥ocral personnel to take over most skilled tasks
within a veasonable time;

{b} MNational expertise to be utilized whenever availabley
including the design and implementation stage of any new ven-
tures

{c} Balancing expenditure of new projects to provide ade-
quate resources Yor preparing the required manpower to operates
manage and maintain new equipment and processess;

{dj Making provisions in joint venturess for training
Tocal personnel in feasibility studiess designe constructiony
start up etcs

fe} Organizing exchange programmes with advanced govern-

ments and institutions to exchange informations instructorss
designers and managersy 8tle

e s snon i n o Bt

Da_ Recommended action _at the regional level
34, Infrastructure and progvammes needed which cannot be devel-
oped solely on 2 national basis require regional action at the
governmental and regional cerganizations”? VTevelse
3%« Many cosntries in the vegions {Egypts Syrian Arab Republic
and fraq)es have accumulated experience in industrialization and
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in the development of needed human resourcess These countries
may offer technical assistance to lesser developed countries in
these fieldsy pavticulariy by identification of national insti-
tutions capable of providing education and training to personne!
From other countriess identification of local technical consul-
tancy firms capable of offering regional servicess assistance
and exchange programmes etCe

36 There is a need to establish regional centres of excellence
for trainings educations maintenance and technical consultancies
etc. Many such centres have been estabYished such as the Arab
institute for Petroleum Trainings Arab Planning Institutes Gulf
College of Vechnology etces In particulary there is a need to
establish regional centres to traim technical trainers and to
produce technical educational aids.

37« Regional co-operation and co-ordination institutions con-
cerned with the development of human respurces and industriali-
zation should be strengtheneds Examples of such institutions
are: the Avrab Federation of Technical tEducatione Federation of
Rrab Universitiesy Federation of Arab Scientific Research CLoun—
cilse Avabr League Educationals Cultural and Scientific
Orgoanizatiom (ALECSO)e Arab Industrial Development Organization
fAIDO)y Arab Labour Organization {ALD)» Arab Education Bureau of
the Gu¥if States etce as well as regional professional insti-
tutionsy such as the Federation of Arab Engineerss Federation of
Arab YTeachersy etce These regional institutions should take an
active role in planning and implementation of regional efforts
in human resources developments

38. Regional technical servicess such as regional consultancy
servicesy regional training companiesy regional repair and main-
tenance services etcs should be establisheds These services
will enhance not only regional co-operation but also local
expertise and skillse

39. HNational plans for development of hueman resources should be
Vinked organically to industrial and economic development planss
taking into consideration reqgional complementarity and the veal-
ities of the common regional market of skilled laboure In this
respect it is advisable to consider the possibility of distrib-
wting industrialliy-oriented educational institutions among the
countries of the rsegion to secure proper implementation of
regional plans to develop human rsesourcess. With rich countries
contributing to finance institutions in poorer countries and
with all programmes of these institutions planned to respond to
regional needs.

40 In this respect it is recommended that a regional inventory
of skilled manpower available in the regionsy and one for skilled
manpowes originating in the region but working abroad should be
organizeds
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“le A review of educational and training systems may be neces-—
sary to enhance practical courses ande to update educational
techniques and educational aidse A regional centre may be cre-—
ated for production of educational materials and training aids
etCe

%20 ECWA and UNIDOs as special regional and international
organizations concerned with the development of human resources
for industrialization in the regiony can provide assistance
incluwding:

{a} {dentiv.vation of pilority areas for industrial educa-
tion and trvaining and identification of industrial manpower
needs ;

(b} Preparing an inventory of innovative training and edu-
cational tools and techmiques and where and how they can be
acquireds

{c} Preparing an inventory of selective international
training centyes and how one can enrol in thems

{dj Placement of qoalified nationals at selective advanced
industrial institutions for on-the- job trainingy via actual par-—
ticipation and work with their counterparts;

{e} Elaboration of work programmes for development of
human resources including organization of training workshopse
informative seminarsy familiarization courses on accelerated
development of human resources etce andy in particulare imple-
mentation of measures to ensure a greater multiplier effect of
these programmes such as training of trainerss technical super-
visSorse managersy technical conswltants etcwe;

{F} Efaboration of work programmes specially oriented for
retraining and Yor “conversion” of less needed skills into more
needed skillsg

(g} DOrganization of exchange programmes between insti-

tutions in the region and their counterparts in advanced and
developing countriesw
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IVe ENERGY AND INDUSTRIALIZATION

ie in the past few years enerqgy demand has become a matter of
real comcern in the ECWA member Statess particularly in the
non—oi i -producing countriess in view of the increasing energy
consumption growth rate and rising energy costs as a result of
steeply rising international o0il pricese The tremendous
increase in energy consumpt ion in the region has been attributed
mainly to the large development programmess particularly in the
industrial and transportation sectorse. The improved standard of
livings the continuows migration from rural to urban centres and
the transition from agriculture to industry which has been
accompanied by a shift away from traditional non-commercial
energy consumption are added factors in increasing the demand on
energye

Ae__0il _and matural gas

2o The major sources of commercial energy in the ECWA region
are oil and rmatural gas vepresenting over 90 per cent of the
total energy requirementssy followed by hydroelectric energye
Coal vrepresents a very small percentage and statistics on
non-commercial (mainly solVid) fuely, such as biomasse are not
availables

E™ Hatural gase mainly associated gas produced in con junction
with crude oily 1is gaining a higher wmomentum in consumption
growth rate than cruwde o0il in oil-rich countriese particularly
in the Gulf subregion. One of the reasons why the shift toward
gas marketing has been mainly at the national lewel is the high
investment needed for its transportation to non-oil States or to
international marketss Howevere international natural gas mar-—
keting programmes are being implemented by Kuwaity Qatary Saudi
Arabia and the United Arab Emiratesy and full utilization of the
associated gas has not yet been attained. The buik of the asso-—
ciated gas is directed towards the industrial sector as an
energy source and as feedstock for nitrogen fertilizers and
petrochemicalss on a national levels The most recent trend in
its utilization has been toward manufacturing and international
marketing of methanol as an improtant energy carrier/sourcee

o Natural gas is not utilized for domestic energy except in
housing complexes Vocated near oiVfields. Howevere it is used
widely fFor power genreration and as a main enerqgy source for
desalination plants in the oil-rich countriese.

Se Crude »5it remains the main source of energy for the ECHWA
region as a wholee with petroleum refineries established in all
member States except one {(Yemen)s Currentlyy in six of the 13
ECWA member Statess the refining capacity exceeds the domestic
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{rational) demands and all six States are exporting refined pro-
ductse Move refining capacities are expected to be installed
within the next fifteen years for export purposes and to meet
the expected increase in domestic demands

Be_ _Electrical_enerqgy

be The electrical energy sector in the ECWA region experienced
rapid growth during the 1970s and its high growth rate 1{is
expected to continue during the 1980s since the consumption per
capita is still below the worid averaqge. Discripancies between
per capita consumption in different ECWA member States do existy
with the Gulf oil-produring States having the highest tevel of
consumptione

Te Electricity genevation depends Vargely on firing crude and
heavy fuel oils and gas with hydroelectricitys It has reached a
significant Vevel in four countriess namely Eqypty Iraqe Leba-
non and the Syrian Arab Republice Electricity networks are
still limited in many countriesy but efforts are being made to
expand the present grid-systems on 2 national levels Steps have
been taken to develop a pan—Arab interconpecting network operat-
ing on extra-high voltage within the region= A modest programmne
in this respect is being implemented by at YTeast two ECWA member
Stateses VThere is» howevers large vroom fFor further actione

B In gemeraly the electricity sector within the region suf-
fers from the Vack of skilVfed technicians and managerial skillse
There is also a lack of capital in non-oil-producing countries
where the high tariffs result in a heavy economic and social
burdene On the other handey Yow electricity tariffs in
oil-producing countries lead to wastage of enerqgy and national
respurcess. Such an imbalance warrants collective action on a
national as well as a regional Vevel to remedy the situation in
the Vight of the more appreciated trends in energy conservation
and the continuwous growth in energy consumption expected between
now and the end of the centurye

9 An important issue that needs serious consideration is the
need for standavrdization and regulation and for unified volt-
agese. In this respect one must note the region®s VTow lewvel of
capital goods production of power generation and distribution
equipment to cope with the current and expected increase in the
demand for eVectricitye

10e The lack of natural fresh-water vresources in the Gulf Arab
States has made it imperative that dual purpose stations for
efectrical power generation and sea-water desalination are
instalfed in many locationse in assessing the technical and
economical aspects of such stationsy it has been found thats in
most casesy they will Jose their economic valuee Howevere it
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should be moted that the technological experience gained in such
places as Ruwait is a positive step which may prove to be valu-
able in the Yong rune Further studies are needed to evaluate
the interrelated factors of the dual-purpose stations to deter-
mine their optimal economic uses

lie Fhe use of nuclear energy for electric power generation has
not yet been establisheds But it is foreseen for the future as
an alternative for o0il and gas fired power and/or desalination
pYants. Accordingly many countries have been seriously thinking
of developing a realistic nuclear power development strategy
based on a thorough examination of different scenarios for
future total and electrical enerqgy demand on a domestic basiSe
Many coantries have noted that capitalize on existing technolog-
ical resources a collective effort is needed whereby experience
can be developed probably with one project within the region as
a3 starting point in the near future in order to be in a position
to meet the situation when oil and gas reserves are nearing the
depletion stagee.

Le__Solar epergy

=g P —— s

12 Most of the area of the ELWA member States falls within the
*solar belt™s This fact has led to a growing interest in solar
enerqgyy and quite a few countries have initiated certain activ-
ities For its utilization. In generaly these activities are not
well co-ordinated among those countries and in some cases they
are not co-ordinated among different departments within the same
cCountrys

13- Rwral applications of solar energy are already under way
and economically competitive and practicals as is the case with
solar drying of fruit vegetabies etcs and solar desalination in
remote areases UThe same can be said about domestic applications
{esge water heaters) in certain wurban lorcationss For other
applications such as solar pumps which are still expensiveg
soVar greenhouses and solar production of wechanical energy and
electricitys further research wovrk and improvement are needede

14 Research and development programmes for solar emwergy appli-
cations are under way in seweral countriese Some independent as
well as some joint research activities are under way in differ-
ent Statese In some casesy the work is conducted in
co~operation with Fforeign countriess. Most of these activities
were initiated in the universitiesy and the bulk of the solar
epeyrqgy budget is drawn from the budgets of the academic insti-
tutions andfor specialized gowvernment agenciessy ie€es Kuwalt
Iinstitute For Scientific Research {Ruwait)e Baghdad University
{(Irag) etce :
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15« Solar energy 1laboratories have been established in Egypte
Jordan and Kuwaite Others are being planned in Iraq and Saudi
Arabias Some countries {ieeey Iraqe lebanons Sawdi Arabia) have
assigned government bodies to form commissions to oversee all
solar energy activitiess

16 The most popular research work in the ECWA member States
has been directed toward the use of solar energy for space heat-
ing and coolings Relatively large project in this area are
being implemented in Saudi Arabias Similar projects are being
developed jointly by Kuwait and Jordan. Jordan is probably the
most advanced country within the region in the area of
low-temperature heatinge This country has also launched a water
desalination project in Agabah. Similare but smaller projects
have been impiemented by Saudi Arabia and 1Iraqe whife basic
research in this area is being carried out in Egypt and Kuwaite

17« Another area of solar energy application is crop drying
which has been investigated by Egypts iraq and Lebanons. Egypt
is also investigating the wse of solar energy in operating a
cold-storage facility. But solar puwmping has not yet been seri-
ously investigateds ATthouwgh some countries have imported solar
pumpsy in general those pumps need modification for use in
desert regionss

18« UThe main feature of the activities related to solar energy
applications in the ECWA reqgion is that they have been relying
on imported technologys For appropriate indigenous technologyy
it is essential to develop Arab expertise in researchy con-
ception of solutionse designe manufacturings marketing and
training of manpower for operation and maintenancee

Jo HWind enerqgy

19 Hind energy has been utilized on a very limited scale in
Egypte Kuwaite Lebanon and Saudi Arabia for water pumping using
wind turbines. Some of those turbines that were installed Tong
ago have been scrapped owing to the lack of spare parts and
technicians able to maintain and repaiv themy and to their inef-
ficiency because of inadequate designe But the main reason for
not having new and more wind turbines installed or wused is the
Vow price of Fuel for diesel engines.

20« Some countries are showing some interest in wind energy
after realizing its prime fmportance for small and desert rural
communities Ulocated far From electricity utilitiese In wmany
places in those countries animal and human Yabour are still uti-
Vized to pump underground or surface water for irrigation,
watering cattie and other agricultural usese. Some research work
related to these wuses is under way in some ECWA member Statesy
namelyy Egypte Kuwaits Oman and Saudi Arabiae.
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2le Yhe potential for developing a programme for wind energy
applications for water pumping is quite promising in many rural
and desert parts of the ECWA regione depending on wind condi~
tionss depth of underground water and method of irrigations and
the availability of technical capabilities and spare partse OFf
coursey one has to consider the environmental and social impact
of developing such a programme.

22+ Previous studies on the subject have indicated that wind
enevgy utilization is promising in desert and rural areasy espe-
cially in areas located not very far from the coaste An ECHA
study has pointed out that the arnnual average wind-power density
in sefected areas (in Egypts Kuwaits Qatars Saudi Arabia) ranges
between 170-200 watts per square metres. With the exception of
Vimited R € D work in Egyptsy Kuwait and Sawdi Arabiay no serious
pProjects are being pursued to determine further the viability of
wind energy utilization within the ECWA regione.

Ee__Geothermal eanerqy

23c V¥he diversity of geological! conditions in the Arab coun-—
tries suggests the possibility of different types of geothermal
resources. A preliminary study carried out by ECWA points out
that high enthalpy resources allowing electricity production
from large—sized power plants may exist in Saudi Arabias and to
3 limited extent (or smaller amount) in Democratic Yemens Jordan
and Egypte Medium enthalpy resources which could supply conver-—
sion units For air-conditionings deep-freezinges dryinge water
desalination plants and small-sized power plants fFor electrical
needs of small remote areas may exist in a limited number of
countries where medium-temperature deep wells and thermal
springs do exists But this suggestion has not yet been substan-
tiateds The same can be said abowt the viability of
Vow-enthalpy resources that can be used for direct heat pro-—
ductione

2% HAccording to the above-mentioned studye a few Arab coun—
tries are involved in geothermal R & D programmes and have
established specialized institutions for this purpose. Serious
efforts in this direction are being made in Egyptes Recently
Saudi Avabia and VYemen have launched independent research pro-
gramwese. But currentlye with the exception of the traditional
uses of mineral hot water springs for bathings no geothermal
application exists in the ECWA member States. Accordinglyy
there is room for furthery intensive R € D in this areaw
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Fo Biomass enerqy

25« In  all ECWA member States hiomasse in the form of woods
charcoals crop sresidues and dried animal dunge is of consider-
able importance to the ruval populationse Iin some of the least
developed and poorest countries of the regione the use of biom-
ass is at Teast as important in its magnitude as the use of con-
ventional commercial energy sSources. Howeveres some studies
indicate that in vertain Jocations {e.ge. in Vemen] it wmay be
Yess efficient to use biovmass than conventional fuels because of
the application facility and freely available abundance of the
Vatteras

26es It is expected that biomass will continue to be an impor—
tant source of emergy in the poorest and rural communities espe-
cially those Vocated in vemote areds im some countriese
Furthermorey soCcio-economic changes may bring about different
trends in utifizing biomass For enerqgy purposese. The major fac-—
tors that might lead to that is the declining agricultural
productivityy food deficienciess and increasing pressure on Yand
usage across the regiony resulting in rising costs for biomass
3s an enpergy souvceey in view of the inefficient usage practiced
within the regions This negative impact of the socic—economic
changes on the development of biomass energy has been augmented
by the extraordinary escalation in prices associated with wood
and charcoals and inflationary pressure in the case of Yemene

27« There is a Yow level of interest in the ECWHA member States
in the preduction and use of biomass for energy generations Two
important issues need to be discussed in this respect:s (a) in
view of the decreasing agricultural productivity and increasing
prices of conventional fueley some policy measures have to be
developed in the tight of the potentials and rural development
priorities at the national level; {bj for maximum socio—economic
benefits various componenits of a biomass energy system including
productions processing and end-use technologies etces should be
evaluated to determine the cost benefit alternatives in the
light of an overall regional energy strategye

Ge _Essuves fovr discussion

28. In addition to the points raised abovey there are other
issues that owght to be considered when discussing energy and
industrializations.

29« Uhe progress attained by the region as a whole in develop-
ing its technological capacity for the development and applica-
tion of energy r¢esources has been slows The significant point
in respect to this is that there is a low vegional capacity for
manufactering equipment for the application of energy resourcessy
power genevation and distributions Such equipment includes
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steam and wind turbiness solar pumpsy biomass digestersy
oil-driiling and production equipment including pipese degassing
unitse gas—-processing and petroleum refinery facilities includ-
ing stabilizerse distillation and pressure vessels and ancillar-
ies {heat exchangerss storage tanks) etce

30 Initiatives to establish capital goods industries have been
taken by some ECWA member States. But as far as energy applica-
tion is concerneds the capital goods induwstry has been tailoured
toward general purpose equipment such as pipes heat exchangersy
simple pumpss small transformers and switchgearss cablesy cir-
cuit breakersy electrical appliances etce

31« Vhus an important issue that needs serious investigation
and discussion is the development of the capital goods industry
for the fabrication of equipment that supports the development
of energy resources and the accorded application/utilization
faciVitye An important criteria for the selection of candidate
capital goods industries should be based on the following facts:

{aj) Local demand for relevant equipment in any country may
not be sufficient erough in the Fforeseeable future to merit the
establ ishment of an economically-viable manufacturing facilitye
Thuse regional projects with forward and backward Vinkages ought
to be considered in which a high local content can be attained
through regional co-operation;

{b) Industries with high economies of scale and/or indus-—
tries in which economic viability is generally obtained by pro-
ducing a technologically-related product mix;

{c}] These industries are usually technology—intensiveys and

require a broad technological basee Thus the relevant techno-
Vogical capacity ought to be establishede

He _ELHWA®S vole

32, Durimg the past few yearsy ECWA has been involived in con-
duct ing research pertaining to energy demand/supply in the Arab
Worlide incliwding new and renewable energy resourcese In addi-
tiony ECWA has undertaken a few feasibility studies related to
specific regional projects for the fabrication of equipment to
serve power plantse electricity distributione 0il refimeries and
gas—-processing plants. Vherefore ECWA may be in a position to
assist further in selecting priorities and in formulating a plan
of action For the implementation of projectse In the mean timey
ECWA could assist the member States to initiate an R € O pro—
grammey training programme and developwent programme for the
develiopment of non-commercial enerqgy resources such as biomass,
solar energy etcs
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Ve STRUNGTHENING ECONOMIL CO-OPERATION
AAONG DEVELOPING COUNTRIES

As The need Ffor cc-operation_among_developing countries{l)

fe The present international division of labour and structure
of international economic and industrial relations has not been
favourable to a baVanced and dynamic industrial growth in devel-
oping countriese ft is the recognition of this fact that hasy
inter aliay generated a new need for international co—-operation
based on the principle of national and collective self-reliances.

2w The imperative need for economic and industrial
co-operation among developing countries has been stressed in
various international forumse. Thuse the Programme of Action on
the Establishment of a New International Economic Order envis-—
aged measures to be taken by developing countries to promote
collective self-reliance among them and to strengthen mutually
beneficial international economic co-operation with a view to
bringing about accelerated development of developing countries
(General Assembly resolution 3202(S-VI)s Secticon Is L{(b))s The
Lima Declaration and Plan of Action on Industrial Oevelopment
and Co-operation adopted by the Second General Conference of
UNTIDO farther underiined the fundamental importance of
co-operation among developing countries for the acceleration of
their industrial development and recommended various measures to
that effect. Moreovess the programme of action adopted at the
Fourth Ministerial Meeting of the group of 77y held at Arusha in
1979 the United Nations Conference on Technical Co-operation
among Developing Countriess held at Buenos Aires in 1978, and
the High-Level Conference om Economic Co-operation among Devel -
oping Countriesy held at Caracas in 1981y have gone a long way
towards providing a framework for international work in the
field of economic and technical co-operation among developing
countriess The Caracas Conference veaffirmed that economic
co-operation among developing countries (ECDC) was not a substi~-
tute Ffor global! economic co-operation between developing and
developed cowntriesy nor did it exempt the Yatter from their
responsibilities and commitments to the developing countriese
At the same times it stressed that ECDC offered an opportunity
for taking full advantage of the actuwal and potential complemen—
tarities existing among the developing countries themselvess In
this conwectiony the Caracas Conference underVined various pri-
ority fields of action in the areas of tradee technologys food
and agricultures energye vraw materialse financey and industrial-
izationy all of which have a direct or indirect beaving on
industrial development in the dewveloping countriese

3. Regarding the industrial sector itselfs it should be noted
that both the Lima Declaration and Plan of Actien adopted by the
Second General Conference of UNIDOe and the MNew Delhi Declara-
tion and Plan of Action adopted by the Thivrd General Conference
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of UNIDOs stressed the strategic importance of economic
co-operation among developing countries in vivrtually al! dimen—
sions of the industrialization process: tradey development and
transfer of technologys develiopment of human rescurcesy expioi-
tation of natural resourcese energy developmenty, mobilization of
financial resourcess stremsgthening of institutions and policiesy
negotiations with developed countries and transnational enter—
prisess etce This points to the importance attached to Indus—-
trial co-operation among dewveloping countries {ICDL) as a unique
element of ELDC and the crucial role it is expected to play in
national and collective self-reliance.

o Industrial co-operation among deweloping countries s not
to Dbe considered as a3 substitute for Morth-South iIndustrial
co-operation. The two forms of co-operation are aot to be con-
sidered antagonistic but complementarye and industrialized coun—
tries shouwld support this co-operations in Facte the
industrialiized countries haves in generaley indicated their sup-—
port fFor stremgthening and enhancing the effectiveness of

co-operation among dewpioping countriese This support was
expressed inter alia by the General Asseably in its resolution
3362 (5~VilYe aon  development and iInternational eronomi c

co-operationy and by the United Nations (Lonference on Technical
Co-operation among Developing countries held at Buenos Rires in
1978«

S5a Present world conditions reinforce the need for [LO0Ce
Firsty it is beinmg recognized increasingly at the polVitical Vew-
e that ICDC has become an imperative need if industrial growth
and the econowmic and social benefits arising from it are not to
stagmate or in some cases decline fFurther. Seconde the develop-—
ing countries 3s one collective unit by now already possess
considerab¥e resources and technology for their industrial
deveiopments They hawve: (a) the raw materiaisy minerals, ener-
gye Fibressy coffeey trae cOCOar sSugare cereals etCe; (b}
technolfogical and Yabour capabilities; {c) physical and institu~-
tional infrastructure; and {d} significant financial resourcese
Vhivrdes theve is a significant measure of complementarity both in
the resources and to some extent in the industrializaetion needs
of the developing cowuntriesy given theisr various stages of
industrializationy which with proper stimulus could lead to
mutualVy beneficial ICDC. Fourthe vast markets fFor industerial
products exist in the developing countries: these markets could
be exploited through [CDL which would lead to increased indus-
trial caopacity utilization or development of new capacitye
Finallys wmany developing countries share similar historical
backgrounds and face simiVlar economic and social problemss By
and large they are ex-colfonies and many have achieved political
independence only recentliyes Vhey ares moreovery predominantiy
primary commodity producers whose export earnings depend on a
few productsy which render their economies vulnerable to devel-
opments beyond thear borderse In an attempt to solve their
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problemsy these countries have acquired a wealth of valuable
experience in the industrialization process that could be shared
among themselves.

6w While the potential for co-operation existse there are con-—
straints to an effective and sustained ILDCe There are certain
prerequisites for promoting an expanded and more effective flow
of technologye capital and industrial skills for industrializa-
tion in developing countriess The UNIDOD Preparatory High-Level
Expert Group Mesting on Industrial Co-operation among Developing
Countries identified those prerequisites as:

{a) The formulation of policies and incentives conducive to
industrial co-operation among developing countries that are
integrated within overall national development plans and poli-
cies and are supported by considerations of equity and mutuality
in the sharing of benefitss

(b} The estabVishment of appropriate mechanisms at the
nationale regional and international levels for the execution of
such policiess;

{c) The identification of promising areas or projects where
co-operation wowld be particeltarly effective and would be oOFf
mutual benefit to all partiesy as well as be within the capabil-
ities of developing countries to implement.

Te The remaining two sections to this note summarise the expe-—
rience and specifics of the economic and industrial co-operation
in the ECWA region and areas and modalities of co-operation with
developing countriess

Be Regional Economic and Industrial Lo-operation{2)

Be Economic and industrial co-operation among ECWA®s member
countries has been conceived within the framework of the Arab
Lteague system andy more recently at the subregional levely with-
in the framework of the Gulf L[o-operation Council (GCLL)}.

Yo The overall economic co-operation of the last three decades
has taken ¢the fFollowing Forms:

{a) Market integration and trade VTiberalization both at the
muttilateral and bBitateral levels. This wase until recemwtlyy
the dominant type of co-operation pursvede

{(b) R more vecent type of co-operation sought thyrough the
creation of transnational Arab companies to develop joint pro—
duction facilities in the wariows sectors of the economy that
include specific projects in industrys agricul tures con-
structione commerce and tourismg
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{c) Ceo-operation in the field of financing especialiy after
1973« This includes the creation of developwmental and commer-—
cial financial institutionse and flow of funds in the Form of
grants and development financing from 0il to non-0il countries
under biVYateral and multilateral arvangements;

{d} Co-operation in the fieid of technical assistance and
development of regional economic infrastructure and services
Facifitiess. TJTowards this ends warious institutions and associ-
ations have been established that include producers associations
and federationse as well as functional and terhnical services
institutions. This includes in the field of indusivys the Arab
Industrial Uevelopment Organizetion {AIDO}s the Gulif Organiza-
tion for Industrial Consultings #Avab Standards and Metrological
Organization and the variocus producerss associations including
iron and steeles chemical fertilizers textilese cementey food pro-
cessings engineering industriese

10 Economic co-operation 2mong member countries of the ECWA
region was mainly conceived within the multilateral economic
co-operalion system developed wnder the League of Avab States
and a number of uniYateral and biVateval economic co-opecation
agreements that were concluded outside the Arab League systeme

1le Hultilfateral economic co-operation drives have theiv origin
in the charter of the League o Arab States which was created in
March 19%5¢ with the objective of strengthening and consolidat-
ing the economice political and cultural ties of member Statese
Since then a nember of basic economic co-operation agreewents
were concluded and regional institutions and machinery for pro-—
WOting economic co-operation were created.

12e (& was in 1950 that the first wmultilateral agreementsy the
Treaty of Joint Defence and Economic [o-operations was con-—
ciudeds This was followed in 1953 by the Avab Trade Convention
and the Arab Payment Conventione The main Arab League insti-
tutions created to follow-up on this matter included the Arab
Econowic Council (AEL) which was established in 19%3 and became
in 1959 an astonowous body of the Avab League. It was the first
institution For sponsoring negotiationse preparing progeammes
and wmaking recommendations concerped with Arab economic and
financial! co-operation. The AEL reports to the frab League
Counci¥ on atl its activities and decisionse

i3« Another attempt at promoting meltilateral agreements was
taken in E957 with the passing of the Arab Evonomic Unity Agree—
ment and the swbsequent creation in Janwary 1964 of the Council
of Avaeb Economic Unity (CAFGY. The ¥atter¥s objective goes
beyond economic co-operations having Full economic integration
and uonity as its ultiwate aimes To this end the CAEY would pro-
pose concrets measures aimed at wnifying policies on ftrades
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cwstoms dutiesy foreign exchange regulationss payment arvange-
mentsy taxatioms development programmess etce The creation of
the CAEU was conmceived by its promoters as a turning point in
the history of Arab economic integrations it was intended '‘as a
decision-making body; howevery the Council®s decisions are not
binding on member States until rvatified by national legislation
authorities. 1In practice member States have not been strictly
abiding by their commitment to LAEU decisionse

14 VYhe CAEUY established the Arab Cowmmon Market (ACM) and an
arvay of intergovernmental speciaiized agenciesy produters asso—
ciations and Arab joint venturess

1% In 196% the Arab common Market (ALM} was established by
CAEUes The founding States members included Egypts Jordans Iragq
and the Syrian Arab Republice #LM®s long-run objective is the
establishment of full economic integrations evolving from a free
trade area to & custom uniony a common market and finally
achieving full economic integratione

16e Turning now to bilateral arvangesentsy 3 number of bilater-
al trade and payment agreements hawve qgoverned the trade
refations among ECWA States memberss The main features of these
trade agreements include preferential treatment which is limited
to tarrif reductions and exemptions affecting particular trade
fiowse TVThese arrangements have included a Vist of commodities
that has been changing with the change in production structurey
particufarly in industrial structures The agreements are con-
ciuvded for short periods subject to renewale They are
suppliemented by bilateral payments agreementse.

i7. Trade 1liberalizationsy both at bilateral and multilateral
levelss has been met with only limited successy mainly in the
field of agricultural products and manufactured cConsumer pro—
ductse A number of important factors contributed to this out-
comees Urade restrictions were wvsually not lifted completely.
Thuse while tariffs were reduceds import quotas and foreign
exchange and fimancing restrictions were still in Force. Trade
and transit agreemeénts were subjected to cumbersome administra-
tive red tapes and there was an inadequate system for settiing
trade payments arising from trade imbalancess Additionallye
difFferences in the economic and political systems and the Tevels
of economic and industvrial devel opmenty and the
non—-complementary nature of the economies were among the more
important factors for the limited success of this experiencees
in fFacte trade among ALHM countries amounts to a small percentage
of their total tradee

18- Joint wventures are Fairly recent in the Arab Horlds. It was
not until the early 1970s that notable efforts by Governmentsy
Arab Institutionss and private investors succeeded in the estab-
fishment of a number of joint ventures in the field of agricul-
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tures mininge manufactur inge energye transport and
communicationsy contructiony insurancey and tourismy, as a result
of the tremendous increase in o0il revenues accruing to the oil
countries of the regione

19c One may distinguish three types of Arab joint venturese
The first are the Arab wwltinational companies usually organized
as holding companies and created within the framework of the
Arab League and its organizationss The second include companies
that evolved through bitateral and multilateral agreements
between two or more Governments. The third are joint ventures
established by the private sector and private financial insti-
tutions. LCertain joint ventures are a combination of the above.

20. The Arab multinational industrial joint companies that have
been conceived within the framework of the Arab League system
incfude ¢the CAEU and DAPEC-sponsored joint venturese CAEU
established the Arab Mining Companye the Arab Pharmaceuticals
and Medical Swpplies Lompany and the Arab Industrial Investment
Company. DAPEC established the Arab Petroleum Investment Compa-
Ny UVhese companies have been generating and promoting a number
of industrial projects that are at various stages of implementa-
tion. OARPELC has also established the following companies that
are operational: the Arab “aritime Companye Arab Petroleum
Yransport Companys and the Arab Shipbuilding and Repair Yarde

2l Dther joint ventures have been set up on the basis of
agreements between two or more Governmentss in which one of the
partners is uwsually an oil country participating in the equity
of projects in a non-o0il countrye* Both countries benefit from
such an agreement whereby oil countries utilize their surplus
funds and waive the constraint of the capital scarcity of its
partners so as to exploit sowme natural endowments or production
capabifities and substitute them for imports on the local mar-
kete on the o0il country”s market, and possibly on the regional
markete Examples of such bilateral joint ventures include
cement plants in the Gulf areay the Aden refinerysy the copper
mining project in Dmane a number of Kuwaiti~Yemeni joint ven—
turessy the Libyan-Syrian Joint Investment Companye the
Saudi-Egyptian Indostrial Investment Companye the Saudi-Sudanese

*The Industrial and Technical Co-operation Agreement between
Sawdi Arabia and Kuwaity the Yraqi-Kuwaiti Committee for Implie-
mentation of Joint Projectsey the (Iragi~Yemeni Co-operation
Rgreemente the Kuwaiti -North VYemeni Joint Venturesy the
Ruwai t-Morocco Investment and Devel opment Companys the
Libyan-Syrian Joint Investment Companyy the Saudi-Sudanese
Ruthority for the Exploitation of Red Sea Resources and the
Abqaiq Cement Plant established by Saudi Arabia and Bahraine
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Luthority for the Expicitation of Red Sea Resources and the
Svrian~Jordanian Investment Companye

22« & number of joint ventures have mixed ownershipe They
include participation by government and non-government insti-
tutionse Vhese may consist of Arab firms such 3s the Kuwait
Foreign Trading and Contracting Tnvestment Company and the Arab
Investment Company both of which participate in the equity of
the Arab Mining Lompanye The Islamic Development Bank has
shares in the Fujaivah Cement Plant and in the Jordanian Petro-
leum Refinery Company in which the Arab Investment Company also
participateses Non-government Ssources also include private
investors and foreign Ffirms with a minor share of the capitale
In the Arab Potash Companys 9 per cent of the shaves belong to
Jordanian private investorss and the rest is owned by the Jorda-
nian Government (51 per centjs the Arab Mining Company (25 per
cent) Libya and Kuwait {5 per cent each}s and the Islamic Devel-
opment Bank (5 per cent)e The Kuwaiti Gulf International
Company has shares in the Lake Nasser Fishing Company (Egyptle
The West German firm Beton Investment has 5.1 per cent of the
shares of Albay along with Kaiser Aluminium of the United States
of Awmerica (17 per cent)y the Bahraini Government (57.9 per
cent) and the Saudi Arabia Basic Industries Company {20 per
rentie

23w Arab industrial! joint ventures are sometimes undertaken
solely with private capitals. Examples tnclude the Arab Ceramics
Company (Egyptjs the Granulated Boards Industries Company Ltde
{Sudan}s Bambel! Seapaint Company (Saudi Arabia)s the Khartoum
Spinning and Weaving Company, the Kuwaiti-Sudanese Company Ffor
Animal Production and #nimal Fodder (Sudan}s the Matches Pro-
duction and Marketing Company Ltde (Sudanje the Shar jah Heavy
Industries Company.

2%« VYhe main features of the industrial joint wventures are=z

(a) & good number were originally national industrial pro-
jects turned into Arab ventures by the addition of Arab equity
financing to their capitals. These projects are basically import
substitution projects catering mainfy to the host country’s mar—
kete Others are for development of resource-based industries
for export mainly to outside the Arab regione

{b) Major joint industrial projects depended on imported
inputse Rlvminium Bahrain (Aiba) for exampley imports alumina
from Australiae the main raw material in the production of alu-
minium in its Bahrain plante Simifarly the Qatar Steel and Iron
Plant company (QASCOJ imports pallets from Brazil and Swedene

(c) Some projects have an important impact on the indus—

trial development of certain individual countriese. Iin Jordany
the three major industrial joint venturese the Arab Potash Com-
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panye the Jordanian Refining Companye and the Chemical Fertiliz-
ers Industry Lompany have an important share of the total
industrial production and contribute significantiy to the growth
of this sectors. Simifarly joint projects undertaken by Arab
Mining Company are also of major importance for the national
development of the rcountries especially in the important field
of mininge

{dj The reqgional impact of most of the projects is not
expected to be significants The period of experience has so far
been short for the multinational joint ventures sponsored mainiy
by companies established under the auspices of CAED and DAPEC,
most of whose projects have been conceived with regional orien-
tations

25« The most recent institution to enter the Field of regional
co-operation is the subreqgional Gulf Co-operation Council (GCC)y
established & Februwary 198l The CLouncil members incVude Saudi
Arabiae Kuwaite the United Arab Emivatesy Natavy Bahraine and
Oman. ¥he GLC has established & number of agreements in the
fields of defences foreign affaivse education and energye Addi-
tionally the Economic Agreement of B8 June 1981 embodied the
detaiied frameworks mechanisms and principles of co-ordinationg
harmonization and integration of economic activity in the
region. # distinctive feature of this agreement is the adoption
of the principle of gradualiswme 50 that co-opervation can proceed
pragmatically and cumuliativelyy vather than abruptiye The
agreement stipulates an impovtant vole for the private sector in
implewmentation and maintenance of economic intervelationshipse

26 In summarys the experience of the Arab countries in
regional co-operation has beenp similar to that of other regions
attempting economic co-operation {Asean and Andrean); it has not
measured ap to the expectations of the organizerss Howevers in
some areas certain progress has been realizeds

2V Yo begin withy ower the years an elaborate system and
instituvtions for econowmic co-operation have been developed undev
the League of Arab States and more vecentiy the Guif
Co-pperatiovn Louncile Hhile Yimited progress has so far been
achieved wunder m@market integration and trade liberalizetion
schemesy sSome progress and a beginning have been wade im the
more secent type of co-operation sought throuwgh the formation of
joint Arab wentures. Lo-operation in the Field of Financings
efaborated on in chapter onee has since the 1970s wmet with &
measwre of success so has co-operation in the Field of technical
co-operation and developwent of regional economic infrastructure
and service facifitiess The flow of manpower professionalssy
both technical and wounskilleds From non-0il to oil-producing
countries should be added as another example of success in
regional co-operatione
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28« It is too early to predict the future direction of the Gulf
Co-operation Council. Howevery in view of the region's homoge—
meity and financial powers some have ventured to predict this to
be the most promising effort in economic co-operation among
developing countriess

Ce_Areas and _modalities_of co-operation with
developing countries

29= Though there has been some progress towards co—operation
with other developing countries which is evident from the impor-
tation of skilV¥s as well as the formation of joint ventures and
biVateral joint commissionsy there remains a vast potential for
harnessing each other®s resources for mutual benefit. The ener-
gy and financial resources of countries in the ECWA reqgion
united with the agriculturals, mineraly human and technological
resources of other developing countries can be used in pro-
grammes for industrial co-operations including industrial
projectse The task remasins to identify specific projects — man-—
ufacturing or infrastructure and to establish channels for their
promotion and implementations

30- It is to be expected that geographical proximity and poli-
tical compatibility will govern the initial choice of
co—-operating partnersy with priority given to regional and sub-
regional co-operation within the Arab Woride Second and subse-
quent priorities will be given to extraregional co-operation and
will take into consideration proximity and political compatibil—
itYO

31« Before identifying specific areas or promising projects for
co—-operationy two issues need to be considered by member States.
the First relates to the need for policies and measures to be
adopted by member Governments at the natiomal and the regional
Yevel ¥for promoting industrial co-operation among developing
tountriese Yhe second relates to identification of appropriate
mechanisms for promotion and implementation of these policiese

32 Policies and measures conducive to co-operation may be
adopted as part of industrialization policies and included in
the development plans of wmember Governmentse. The execution of
these would be carried out by the appropriate governmental
authorities and implementational machinerye

33, The existing institutional infrastructure at the national
and the regional Tevel can be a vehicle for identification and
promotion of regional co-opevation projects. This incliudes the
various development and financial institutions established by
member States at the national and the regional Yevel to provide
financial and development assistance to developing countriese
Appropriate organizations within the Arab League system can also
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be calied upon to offer the services needed for such
co-operation. At the international level ECWA» UNIDO and UNDP
should be called wupon to increase their activitiess especially
in identification, preparation and promotion of viable indus—
trial projects feading to South-South co-operationes

34« A programme for identifications preparation and promotion
of industrial projects under ICDC should be established with
Financing from member Statess concerned national and regional
financial institutionsy UNDPy UNIDO and ECHA.

35- In promoting co-operation among developing countriess the
private sector should be given an appropriate role in private
economic systems. The Arab private financial institutions and
the Arab League Chamber of Industry could play a leading role in
this respecte

36= Specific areas having potential for co-operation include:

(2} Establishment of integrated agricul tural and
agro-industries compiexes with developing countries having land
resources but Vacking financial resources; the technologies if
not possessed by host countries can be obtained from technologi-
cally-advanced developing countries;

{b}) Energy-based industries such as aluminiume iron and
steely and copper refining can be established in ECWA countries
and for thisy in order to ensure supplies of raw materials and
intermediate goodsy the development of mines as well as benefi-
ciation and intermediate industries can be financed by ECWA
countries;

{(c) As there is a vast potential market Ffor capital goods
and heavy engineering products for which regional projects are
being formulateds the standardized components and intermediatesy
which by their very nature require economies of scale or high
Vabour/skill ipputse can be supplied through expansion pro—
grammes of existing units in non-Arab developing countries or
New wunits can be establishede the capital goods industry
inclfudes more than 4 million products and not only does it pres—
ent the potential Ffor input/output complementarity but it also
gives fFinal product complementaritys;

(d) Forward and backward linkages exist in petrochemical
and fertilizer industrieses In order to ensure the markets for
productss forward Vinkage industries can be established in
non—oil countriesy while within the oil countries product spe—
cializations can be introduced giving an immense advantage in
teras of econowies of scale;

{e) "On the job training® sndertaken in developed countries
is highly expensives It would be advantageous to negotiate
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agreements with industrially-advanced developing countries to
extend their facilities for the benefit of ECWA countries;

{f) Some industrially-advanced countries have an excellent
network of researchs design and development facilities which can
be utilized on the basis of research contracts. Besides ensur-
ing availability of technology to ECWA countries this approach
would be much less expensives 0On the other hande this approach
would provide extra resources to the contracting parties for
further development of their facilities;

(g) Non-availability of technology for identified projects
from established developed country manufacturerss who fear loos-
ing control of their markets is a common impediment to the
industrialization process. To the extent appropriatey technolo-
gy which is available from technologically-advanced developing
countries can be used;

{h) Competitiveness leads to another form of co~-operation.
The manufacturers from developed countries form commodity or
industry cartelse. The least that can be done by the emerging
export-based industries in the developing countries is to formu-
tate and apply common marketing strategies in order to penetrate
the markets monopolized by the cartelses 1In ECWA countries there
is an immediate need for such steps to be taken for petrochemi-
cal and fertilizer industry productse
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Motes

1) United Nations Industrial Development Organization (UNI-
DO)s *Strengthening economic co-operation among developing coun-
tries®, Background paper (ID/CONFL5/74%) and issue paper
{ID/CONF<5/5)» 10 January 1984e.

2) Economic Commission for Western Asia [(ECWA)e "Evolution

of economic co-operation and integration in Western Asia"e.
(E/ECWA/OPD /WeGe/15/3 ) 12 November 1981,
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Vie LEASYT DEVELOPED COUNTRIES IN THE ECWA REGION

le The 1Vleast developed countries (LDCs) are the poorest and
economically the weakest of the developing countries and they
have the most difficult structural problenss Their main charac-
teristics are:

(3) Very low income per head;
{b) High rate of population growth;

{c} Very 1low agricultural productivity and weak agricul~-
tural support;

{d} Extremely %Yow level of exploitation of natural
resources;

{e) High proportion of the population in the subsistence
sectors;

(f}) Very acute scarcity of skilled personnel at all lev-
els;

(g} Extremely weak institutional and physical infrastruc-
ture of all kinmds;

(h) Very limited development of all sectors of industrys

2a The various efforts by the United Nations to highlight the
state of the LDCs resulted in the United Nations Conference on
the Least Developed Lountriesy which was held in Paris in 1981.
Vhere the Substantial New Programme of Action for the 1980s for
the Least Oewveloped Countries (SNPA} was adopted {See
I10/CONFW5/710 and EDJLONFL5/8)

3w The aim of the SNPA is to transform the ecomomies of the
LDCs so that they can achieve self-sustaining growth and provide
their people with fully adequates internationally accepted mini-
mum standards of nutritionwy healthe transporty communicationss
housingey education and job opportunitiese. Yo try to ensure the
attainment of these objectivese the Conference made specific
proposals on growth ratessy financings monitoring of implementa-
tion and the roles of particular sectorss

be It was felt that the LDLs should try to achieve a growth
rate of 7.2 per cent per annum and it was hoped that the devel-
oped countries would alfocate at least 0«7 per cent of their GNP
to official development assistance {(0DA); subsumed in this would
be 0«15 per cent to be devoted to the LDUse.
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Se The SNPA urged that the flow of resources to the LDCs would
be in the form of grants which were united and available not
only fFor the Fforeign cost of projects but also for local costs
and even recurring financinge

be As industry accounted for a low proportion of the GDP of
LDCsy generally less than 9 per cent and in some cases less than
& per ctenty this sector was axpected to grow by at least 9 per
cent per annume

Te The actual performance of the least developed countries has
not matched the targets set by the United Nations. In facty
over the period 1970 to 1980 the share of the least developed
countries in world manufacturing output has stagnated at around
0e2 per cent even though other developing countries managed to
increase their share from 8 to nearly 11 per cents. Far From
growing at the rate of 9 per cent per annume the growth rate of
manufacturing value added (MVA) in the least developed countries
was Te«7 per cent in the 1960s but declined to 4.2 per cent in
the 197T0se Moreovere most of the growth was confined to a few
countriese

Bo The adoption of the SNPA has intensified the efforts of
UNIDO to assist the LDCs to accelerate their economic develop-
mente TYhere has been a considerable expansion in the demand for
technical assistance and other services to be provided by UNIDO
in support of industrialization efforts made by the LDOCse The
technical co-operation activities in which UNIDD has been
involved in the LDCs have been mainly in the field of
agro-industriesy small-scale and rural industriesy industrial
plannings training and industrial consultancy and managemente.

Y% Two main issues have been considered by UNIDO to be pre-
sented to UNIDO IV with respect to the least developed coun-—
tries. These are:

{3} Yhe role of industry in the economic development of
the Veast developed countries;

(b} The ways in which this vrole can be more efficiently
performedes

10. Some suggestions made by UNIDO at both national and inter-
national levels concern the industrialization of these coun—-
triese

1le The factors which constrain the rate of industrialization
in the LDCse as identified by UNIDO arez

{a) ULack of financial resources;

(b) Poor performance of the agricultural sector;
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{c} Inadeguate infrastructure;

{d} Shortage of skilled Vabour. -

124 In addition to the gabove there is the FfFactor of sizee
Vhate howevery matters much less in the production of agricul-
tural commoditiess consumer goods and services tham it does in
the case of intermediates and capital goodse which bring about
the structural transformation of an economys

L3« It has been argued that to 2achieve structural transforma-
tion a country needs to have a GOP of at Jeast $US 4 billione
Using this figure in spite of the inflation changessy only 5 of
the 36 least developed countries have reached the required lTev-
el« In additions the concept of formation of regional econowmic
unions Vinking developing countries with the least developed
countriese as well as other approaches have had seriocus limita—
tionse

14« AlY} this does not mean that the prospects for structural
transformation in the Ieast developed countries are not within
reache Here the emphasis 4is ¢to be made on indigenous
resource—-based industrialization using small-scale processes and
building-up integrated agro—-industrial production in tendem with
new approaches to international industrial co—operatione

15« As pointed out by UNIDO the inability of the least devel-
oped countries to achieve structural transformation inm the
short-runy implies that they will continue to be heavily depend-
ent upon the rest of the world for trade and aid for some timee.
Given this inevitably wvelinerable situations the least developed
countries warrant preferential access to external markets for
their manufactures and other exportss as well as special meas-—
gres to promote an increased flow of rescurces to theme

16 With regard to increasing industrial efficiencyy it has
been pointed out that great attentionm will have to be paid to
the energy sectore with particular emphasis on industries for
developing alternate souvrces of energye in order to provide the
necessary energy ressurces for industrial developwment.

17« Also considerable emphasis must be placed on technological
advances that can bring new approaches to industrialization and
help the least developed countries overcome their size limita-
tionse The strengthening of domestic scientific and technolog-
ical capabilities is as important as the transfer of modern
technology from more develuped countriese

18 In addition to veflecting an awareness of the resources
available and of the technological possibilitiese projects have
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to be formulated so as to attract finance and stand a more than
reasonable chance of being viablew

i9. ¥The preparation of feasibility studies Ffrom the project
idea to a bankable propositions and assistance in negotiating
finance and providing management are therefore areas in which
the international! community should provide more assistance to
the least developed countrieses :

20« In order to operate complieted projects efficientlyy quali-
fFied staff are required at the board of management level as well
as in other levels. Strengthening of financial management of
the operating projects should not be ignoreds

2le The question of repair and maintenance and the availability
of skilled staff are crucials

22« UNIDD ronciwdes that while structural transformation is
desirablies it is a long way off for most Jeast developed coun-—
triess The peed at present is to easure that primary activities
in these countries are thoroughly studied and viable industries
established based on these and on the human resources available,
and that when the industries have been establisheds they are
efficiently operatede Positive action at the national and
international levels will be needed to achieve these aimse

A LDCs - ECHWA region

230 Vhe region of the Economic Commission Ffor Western Asia
({ECWA) incVudes two countries which the General Assembiy has
identified as least developed countries namely Yemen and Demo-
ctratic Yemene

24« WhiVe the two Yemens share between theme as well as with
Teast developed cowntries in other regionsy many of the symptoms
of extreme poverty and underdevelopments they differ in their
potential for development and the extent of external assistance
neededs Each country has its own peculiar situation and a num-—
ber of problems emanating from such factors as differences in
areay size of populations resource endowmentsy extent of contact
with the outside worlde and the degree of government involvement
in the economic 1ife of the Ccountrye The two countries also
exhibit comsiderable variations with respect to several of their
common problem areass such as the gquality of public adminis—
tration and adequacy of infrastructures Such differences and
similarities in the problems and issues Faced by the two least
developed countries in the ECWA region point to the need for
designing and implementing rommon and specific country measures
and programmese. In vecent yearsy howevery and specifically
since the wid 1970sy development efforts in both Yememws have
made significant progresse
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1o VYemen

25- The economy of Yemen experienced a rapid and impressive
growth and transformation during the past decadee. GDP grew at
an average annual rate of about 8 per cente There was also a
significant structural transformation of outpute a Varge decline
in the share of the agricultural sector in GDPs and increases in
the share of servicess and to a moch 1lesser extentey that of
industry {including construction)s By 1980¢ therefores economic
activity in Yemzn was cliearly dominated by the services sectore

26w By 1980s there had been considerable expansion in manufac-
turings Nevertheless the contribution of manufacturing activity
to employment and GDP remained relatively smalls Employment in
the sector accounted for less than 5 per cent of the Vabour
forces. Manufacturing value added contributed about 5 per cent
to GDPew

27+« Value added in the manufacturing industry increased at an
average annual rate of nearly 12 per cent Ffrom 1975/76 to
1980/81 ’

28. By far the most important force behind the strong perform-
ance of the economy during the 1970sy was the rapid rise in the
inflow of remittances from workers employed in the capital sur-—
pius oil-exporting countries of the regions mainly Saudi Arabiae.
The transfersy howevers declines substantially in 198le

29 The fact that the economy of the country depends on fluctu-
ating sources of revenue (workers remittances)} highlights the
need for a substantial increase in external assistance»

300 From approximately 1974 ony as a result of 1large Vabour
migrationes domestic wages began to increase sharplye. The
increase in nominal wages in the private sector may be of the
order of 400 per cent since the mid-1970s. Average monthly man—
ufacturing wage rvates in 1980 were of the order of YRIs 1650
{SUS 367)e At this levels labour costs in Yemen are very high
as compared with those of other developing countriess In con-
traste the average monthly manufacturing wage rates in
Democratic Yemen were of the order of YD 65 (3US 188)J. Moreover
vYemen®s Yabouwr costs ave very high in velation to its per capita
GNPe

2« __Democratic Yemen

3le The economy of Democratic Yemen has also experienced rapid
and impressive growthe GDP has grown at an average annual rate
of about 206 per cent during 1975-1980y which is considered
quite highe The manufacturing industry witnessed an average
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annual growth rate of 24e5 per cent which surpassed that of all
other sectorse.

32. There has been also a significant structural transformation
of outpute The share of the manufacturing industry in GDP
increased from 10.2 per cent in 1975 to 11.9 per cent in 1980
In contrasty the share of the agricultural sector in GDP
decreased for the same period.

33. Howevery despite this progress and in view of the low
résource basey very Jow level of consumptions 1ow productivity
and growing imbalance in commodity tradee the Government is fac-—
ing an enormous and challenging task which is virtually impossi-
bfe to accomplish without substantial external assistancee. In
this respecty a considerable contribution to the balance of pay-
ments is made by the remittances of Yemenis who are employed
abroade Some foreign exchange earnings are also contributed by
the Aden Qi Refinery and the Port of Adene

Be Issues related to industrial development in Yemen and
: Democratic Yemen

34« The industrial development in Yemen and Democratic Yemen
faces the following common principal constraintss

{a) Poor endowment of natural resources (except for
non-metallic building materialsy for supporting resource-based
manufacturing;

{b} Acute shortage of skilled worker sy technicians and
indostrial managers;

{c} The high cost of labour in Yemen imposes an additional
Severe constraint on industrial development;

{d} Lack of financial resources;

(e} Energy constraintss ie.eey no known commerciaY energy
resourcess other than firewoody vegetable waste and animal dungg

(F} Swal? size of the domestic marketss;

(g} Weak infrastructure and expensive user costs {eege in
the case of electricityje

These constraints imply that the pace of industrial development
cannot amnd should not be forcede

35« Therefore the basic thrust of industrial strateqy in Yemen

and Democratic Yemen over the next 5-10 years would concentrate
on import substitution primarily in consumer goods and builiding
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moterialse provided the industries in question are competitives
or promise to become so within a reasonable time.

36« A suggested emphasis on import substitution does not imply
neglect ofe or discrimination againste export-oriented indus-
triess

37« The future development of the agro-industry sub-sector is
héghly constrained by the lack or inadequacy of tocal raw mate—
rialse Yemen and Democratic Yemen depend heavily on imports to
meet their need for foodstuffse Thus a viable VTong—term devel-
opment strategy for this branch of industrial activity must
focus on agricultural research and programmes aimed at the pro-
duction of the agricultural products for which each country has
suitable ecological conditionse

38» Democratic Yemen possesses substantial Fish resourcesy
which in addition to contributing to the diet of the populations
are a major source of export earningss High priority should be
given to the expansion of the fishing industry which should be
oriented towards exportation. Towards that end there is a need
to strengthen research and the training of personnels, to amprove
the operations of the fishing fleet and to modernize methods of
storings cannings freezinge and processing the catchs

39. The non-metallic building materials subsector is the prin-
cipal domestic resource-based industry in Yemen and Democratic
Yemen. Both have substantial deposits of stoneesilicaes gypsumy
claye kaoline etce

4%0o The principal component of the strategy for further devel-
opment of the subsector should be to utilize efficiently the
non-metallic resourcess Geologyical surveys including mappinge
aerial photographye drilling of coress and sample "analysis of
the resources already known to exist should be completede Such
a methodical approach is necessary before planning and implemen—
tation of industrial projectse

Gle salt is considered one of Democratic Yemen®s principal
resourrese Greater emphasis should be given to raising the pro-
ductiony which is presently operating below capacity owing to
damaged equipments and the lack of spare parts and export mar-—
keting facilitiese Salt deposits also exist in Yemene. Joint
industrial projects using salt as a basic raw material for an
export-oriented industry should be seriously considerede.

2. It appears that there is little potential for developing a

textile industrye especially in VYemens because of high labor
costs and a shortage of trained manpowers
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43e The development of light engineering industries through
medium-sized plants with versatile production machinery seems to
be a promising area of investment.

Ghe Consideration also needs to be given to establishing
VTarge-scale capacity plantse largely based on imported inputs
namely wood and ply woody to produce standard runs of doorsy
windows and furniture.

%5« Both Yemen and Democratic Yemen being adjacent to each oth-
er give rise to o unique situation for formulating a certain
concept of market VTinkage and promotion of joint industrial pro-
jectss. Yhereforey by pooling their marketss they can overcome
the problems of small domestic markets constraining their indus-
trialtization and structural transformatione

46. There are several candidate project ideas to be promoted
joiintly by Yemen and Democratic Yemen in all sectors and in
particular in the intermediate and capital goods sectorse Such
options ought to bBe given high priority. Regional financial
institutions are calVed upon to encourage extending grants and
Toans in this Field.

47« In both Yemen and Democratic Yemen project idemtificationy
and choosing appropriate technology and equipmente as well as
other pre-investment activities are important industrial devel-
opment support structuress These ought to be strengthenedy and
in order to be effectives these functions have to be carried out
vigorously and continuously. In line with thiss project super-—
vision and monitoring should be also carried out systematicallye

%8« With regard to training requirementss short-term courses
may be a useful sofutione. In additions training centres in the
region should be fully utilizeds

%%« Effective utilization of expatriatess by assigning suitable
counterparts and support facilities is essentiale

50« Proper maintenance of the existing and new plants is an
important issue. Adeguwate maintenance programmes and vepair
fFacilities are required to prevent the shortening of the useful
Vife of these plants. This problems which is not uncommon in
the rest of the ELWA regiony is serious in view of the scant
attention it has so far receivede

5ie In order to increase the indestrial efficiency in Yemen and
Democtratic Yemeny steps are to be taken to effectively reducte
the illiteracy rate, particularly among the workerse Al though
this rate is not known among the workers presently but at the
country levely it is as high as 90 per cente
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34« In wiew of the abovey it may be concluded that for acceler-
ated development of the economy of Yemen and Democratic Yemen
during the 1980s0 it 1is essential that not only the flTow of
official development assistance in real terms should increase,
but also that the quality of assistance should improve. Such
assistance should be in the form of grants and soft-term Yoans
to finance wurgent economic and social infrastructure projects
which wusually have long gestation periodse There should be
untied commodity and programme assistance in importing a wide
range of commodities for capacity utilization and development
purposes as well as for generating counterpart funds for the
financing of local costs and recurring costse Technical assist—
ance in the areas of resource surveysy feasibility studiesy
management trainingy identification and promotion of joint pro-
jects are required.
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